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Brief Description: Clarifying the types of energy conservation projects a public utility may
assist its customers in financing.

Sponsors: Senate Committee on Environment, Energy & Water (originally sponsored by
Senators Poulsen, Hale, Regala, Morton, Fraser, Keiser and Rasmussen).

Brief Summary of Substitute Bill

Clarifies that municipal utilities and public utility districts may assist customers in
financing projects that produce all or a portion of the customer’s electricity from
distributed electricity systems using renewable resources available on-site and no
obtained from a commercial supplier.

Hearing Date: 2/26/02
Staff: Pam Madson (786-7166).
Background:

In 1979 voters approved a constitutional amendment that allowed publicly owned utilities to
make energy conservation loans to residential customers without violating the prohibition
against the lending of state credit. This authority would have expired in 1990. However, in
1988 voters approved a permanent change in the state constitution to allow this loan program
to continue and expanded it to include commercial and not-for-profit customers. The
amendment also limited the loan authority to conservation measures in existing structures and
prohibited its use for conservation measures that would result in a conversion from one
energy source to another.

In September 2001, the Attorney General issued an opinion (AGO 2001, NO. 7) interpreting
this provision of the State Constitution and public utility statutes related to public financing

of energy conservation measures. The Attorney General’'s opinion sought to answer the
guestion of whether certain types of conservation measures would result in the conversion of
one energy source to another such that a Public Utility District (PUD) would be prohibited
from financing them through their conservation loan financing programs.
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The Attorney General concluded that the state constitution and state statutes do not authorize
PUDs to finance projects that involve the installation or operation of pellet stoves, solar
power systems, wind turbines, geothermal energy systems, or mini-hydroelectric systems on
private property because these projects result in the conversion from one energy source to
another.

The opinion states, in relevant part:

"Thus, we believe the better interpretation of article VII, section 10 is that a PUD cannot
offer customers loans to switch from using energy supplied by the PUD to energy
supplied by another source, including energy generation facilities installed by the
customer. Nor can a PUD provide financing for materials or equipment that would result
in a change of the kind of energy used-for example, from electricity to another kind of
energy." (Emphasis added).

Summary of Bill:

The Legislature finds that electricity conservation includes those projects that reduce the total
amount of electricity consumed by a utility customer as well as projects that reduce the
amount of electricity a customer needs to purchase from a utility. The Legislature intends to
encourage projects that allow utility customers to produce their own electricity from
renewable resources that are available to the customer and that are not obtained
commercially.

Both municipal utilities and public utility districts may help customers finance conservation
projects that allow the utility’s customers to produce all or a portion of their own electricity
through installation of a distributed electricity generation system that uses renewable
resources such as wind, solar, geothermal, or hydropower that are available on-site.
Projects are not considered a conversion from one energy source to another so long as they
do not involve the substitution of one commercial energy supplier for another commercial
energy supplier.

Appropriation: None.

Fiscal Note: Not Requested.

Effective Date: Ninety days after adjournment of session in which bill is passed.
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