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S-0174. 3

SENATE BI LL 5807

State of WAshi ngt on 55th Legislature 1997 Regul ar Sessi on
By Senator Swanson

Read first tinme 02/13/97. Referred to Conmttee on Energy & Uilities.

AN ACT Relating to the regulation of nergers, restructurings, and
acqui sitions of certain public utility suppliers by the utilities and
transportati on conm ssi on; anmendi ng RCW80. 04. 160 and 80. 04. 095; addi ng
new sections to chapter 80.04 RCW adding a new section to chapter
42.17 RCW and creating a new section.

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

NEW SECTI O\ Sec. 1. (1) The legislature finds that the rapid
pace of technol ogi cal changes and busi ness changes, such as corporate
mergers, restructuring, and acquisitions, in the electricity industry
coupled with the everchanging state, regional, and federal regul atory
constraints and policy issues that affect the electricity industry
require that statutes and regul ati ons be created, revised, or repeal ed
on an ongoi ng basi s. The legislature declares that all interested
parties, including but not limted to enployees, ratepayers, and
shar ehol ders, should be included in this review process.

(2) When addressing the evolving electricity industry, it is the
intent of the legislature that:

(a) Where electricity service can be nade avail abl e at affordable
prices established through conpetition that is both efficient and that
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treats all custonmers fairly, conpetition should be acconmmpbdated and
encour aged;

(b) The long-termintegrity, safety, reliability, and quality of
the bulk electric systemand retail electricity service should not be
| eopar di zed,;

(c) Consunmers should be afforded a broad range of choice in
electricity service and pricing options, but not at the |oss of
reasonably priced and reliable service;

(d) Creating an advant age or i nposi ng a di sadvant age upon any group
of conmpetitors, or inhibiting the organic evolution of efficient
mar kets, shoul d be avoi ded; and

(e) Protecting consuners by establishing fair prices free from
nmonopol y abuse shoul d conti nue to be bal anced with the opportunity for
sharehol ders to earn fair returns. Wien justified by the public
interest, regulatory policy should seek flexible ways to reduce both
sharehol der and ratepayer exposure to potentially stranded costs.
However, regul ation cannot and should not be expected to guarantee
utilities will, in all circunstances, be nmade entirely whole for
generation or other costs that are determ ned through actual and fair
conpetition to be stranded or uneconomni c.

Sec. 2. RCWB80.04.160 and 1961 ¢ 14 s 80.04.160 are each anended
to read as foll ows:

The comm ssion is hereby authorized and enpowered to adopt ((+
preomHgate—and—+ssue)) rules ((and—regulations)) covering the
transm ssion and delivery of nmessages and conversations, and the
furni shing and supply of gas, electricity, and water, and any and al
services concerning the sanme, or connected therewth; and generally
such rules as pertain to the confort and conveni ence of the public and
with regard to gas and electricity conpanies the encouragenent of
fairness through busi ness conpetition, concerning the subjects treated

of in this title. Such rules ((anrd—+regulatiens)) shall be
( ( promulgated—andissued)) adopted by the comm ssion on its own notion,

and shall be served on the public service conpany affected thereby as
ot her orders of the conm ssion are served. Any public service conpany
affected thereby, and deem ng such rul es ((anrd—+egulations,—er—any—of
them-)) i1 nproper, unjust, unreasonable, or contrary to law, may within
twenty days from the date of service of such order upon it file
objections thereto wth the conmm ssion, specifying the particular

SB 5807 p. 2



© 00 N O Ol WDN P

[
o

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

grounds of such objections. The comm ssion shall, upon recei pt of such
objections, fix atime and place for hearing the sane, and after a ful

heari ng may nmake such changes or nodifications thereto, if any, as the
evidence may justify. The comm ssion shall have, and it is hereby
gi ven, power to adopt rules to govern its proceedings, and to regul ate

t he node and manner of all investigations and hearings: PROVIDED, No
person desiring to be present at such hearing shall be denied
per m ssi on. Actions may be instituted to review rules ((and

regulat+oens—pronulgated)) adopted under this section as in the case of

orders of the conm ssi on.

NEW SECTION. Sec. 3. A new section is added to chapter 80.04 RCW
to read as foll ows:

(1) For the purposes of this section and section 4 of this act,
"public utility supplier” nmeans el ectrical conpani es and gas conpani es.

(2) The comm ssion shall establish, by rule, the definitions of
"merger," "restructuring,"” and "acquisition" or any change in corporate
status that results in a change of the corporate entity that controls
t he business activities of a public utility supplier.

(3)(a) Apublic utility supplier, its affiliate or subsidiary, or
a corporation with a controlling interest in a public utility supplier
may not, through nerger, restructuring, or acquisition, take or hold
any part of the capital stock of any other public utility supplier
w thout the authorization of the comm ssion. Before authorizing a
merger, restructuring, or acquisition that includes any public utility
supplier, the comm ssion, based on information provided by the utility
at the tine the proposal is submtted, nust find that the proposa
meets all of the criteria under this subsection (3)(a) and that the
requi renments under (b) of this subsection have been established. The
proposal must do all of the foll ow ng:

(1) Provide short-term and Ilong-term economc benefits to
rat epayers;

(ii1) Equitably allocate the total short-term and |ong-term
forecasted econom c benefits, as determ ned by the comm ssion, of the
proposed nerger, restructuring, or acquisition between sharehol ders and
ratepayers. Ratepayers shall receive not less than fifty percent of
t hose benefits;

(1i1) Not adversely affect conpetition;
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(itv) Maintain or inprove the financial condition of the resulting
public utility supplier doing business in the state;

(v) Maintain or inprove the quality of service to public utility
supplier ratepayers in the state;

(vi) Maintain or inprove the quality of managenent of the resulting
public utility supplier doing business in the state;

(vii) Be fair and reasonable to affected public utility supplier
enpl oyees, including both represented and nonrepresented enpl oyees;

(viii) Be fair and reasonable to the majority of all affected
public utility supplier sharehol ders;

(ix) Be beneficial on an overall basis to state and |ocal
economes, and to the comunities in the area served by the resulting
public utility supplier;

(x) Preserve the jurisdiction of the comm ssion and the capacity of
the commssion to effectively regulate and audit public utility
supplier operations in the state; and

(xi) Provide mtigation neasures to prevent significant adverse
consequences which may result.

(b) I'n order to ensure that utility service continues in a safe and
reliable manner, the comm ssion shall establish by rule a neans of
determning and evaluating by objective, neasurable criteria the
followng critical factors:

(1) Operations and mai nt enance budget |evels;

(11) System average interruption duration

(1i1) System average interruption frequency;

(1v) Reportable accident and incident rates under the occupati onal
safety and health act and WAshi ngton industrial safety and health act;

(v) Inpact on represented and nonrepresented enpl oyees; and

(vi) Long-term integrity, quality, safety, and reliability
consi derations of bulk and retail service.

(4) Wien reviewing a nerger, restructuring, or acquisition the
comm ssion shall consider reasonable options to the proposa
recommended by other parties, including no new nerger, restructuring,
or acquisition, to determ ne whether conparable short-term and | ong-
term economc savings can be achieved through other neans while
avoi di ng the possi bl e adverse consequences of the proposal.

(5 The commi ssion may, after considering the criteria under
subsections (3) and (4) of this section, nodify or reject all or part
of a proposed nerger, restructuring, or acquisition by a public utility
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supplier based upon a significant adverse inpact to the quality of
utility service provided.

NEW SECTION. Sec. 4. A new section is added to chapter 80.04 RCW
to read as foll ows:

(1) Any public utility supplier or corporate entity regul ated under
section 3 of this act shall notify the comm ssion at | east ninety days
prior to any reduction in work force that is the result of a proposed
merger, restructuring, or acquisition or the result of inplenenting an
al ready approved nerger, restructuring, or acquisition. The conmm ssion
must conplete its review and grant its approval or disapproval within
one hundred twenty days of receipt of notice. |If approval is granted,
the work force, including enployees not subject to the reduction in
work force, nmust be notified of the planned reduction at |east ninety
days prior to inplenentation.

(2) The conmm ssion may, after consideration of reduction of work
force proposals, nodify or reject all or part of a proposed nerger
restructuring, or acquisition by a public utility supplier based upon
a significant adverse inpact to the quality of wutility service
provi ded.

Sec. 5. RCW80.04.095 and 1987 ¢ 107 s 1 are each anended to read
as follows:

Records, subject to chapter 42.17 RCW filed with the comm ssion or
the attorney general fromany person which contain val uabl e comrerci al
information, including trade secrets or confidential marketing, cost,
or financial information((s—e+)). custoner-specific usage and network
configuration and design information((s)); __and any infornmation
concerning the nerger, restructuring, or acquisition of a public

utility supplier under sections 3 and 4 of this act shall not be

subject to inspection or copying under chapter 42.17 RCW (1) Unti
notice to the person or persons directly affected has been given; and
(2) if, within ten days of the notice, the person has obtained a
superior court order protecting the records as confidential. The court
shall determ ne that the records are confidential and not subject to
i nspection and copying if disclosure would result in private |oss
including an wunfair conpetitive disadvantage. When providing
information to the comm ssion or the attorney general, a person shal
designate which records or portions of records contain valuable
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commercial information. Nothing in this section shall prevent the use
of protective orders by the comm ssion governing disclosure of
proprietary or confidential information in contested proceedi ngs.

NEW SECTI ON. Sec. 6. A new section is added to chapter 42.17 RCW
to read as foll ows:

Al'l records filed under chapter 80.04 RCW which contain val uable
commercial information concerning the nerger, restructuring, or
acquisition of a public utility supplier under sections 3 and 4 of this
act are exenpt fromdi sclosure under this chapter

~-- END ---
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