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H 2208. 1

SUBSTI TUTE HOUSE BI LL 1544

St ate of WAshi ngt on 58th Legislature 2003 Regul ar Sessi on

By House Conmmttee on Technology, Telecommunications & Energy
(originally sponsored by Representatives Hudgins, Sullivan, Morris,
Romer o, Sinpson, Ruderman, Upthegrove and Rockefeller)

READ FI RST TI ME 03/ 05/ 03.

AN ACT Rel ating to an energy resource portfolio standard; anendi ng
RCW 80. 60. 005 and 80. 60. 010; addi ng new sections to chapter 80.60 RCW
adding a new section to chapter 43.21F RCW adding a new section to
chapter 80.28 RCW and creating a new section.

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

NEW SECTION. Sec. 1. This chapter may be known and cited as the
diversification of electricity supply and demand managenent act.

Sec. 2. RCWB80.60.005 and 1998 ¢ 318 s 1 are each anended to read
as follows:

The legislature finds that it is in the public interest to:

(1) Encourage private investnent in renewabl e energy resources;

(2) Stinmulate the economc growh of this state; ((and))

(3) Enhance the continued diversification of the energy resources
used in this state; and

(4) Pronote conservation and efficiency in electricity usage.

Sec. 3. RCW 80. 60. 010 and 2000 ¢ 158 s 1 are each anended to read
as foll ows:
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The definitions in this section apply throughout this chapter
unl ess the context clearly indicates otherw se.
(1) "Alternative energy resources" neans the electricity produced

fromageneration facilities fueled by: (a) Wnd; (b) solar enerqgy; (c)

geot hermal enerqgy: (d) landfill gas:; (e) wave or tidal action; (f) qgas

produced during the treatnent of wastewater: (q) qualified hydropower:

or (h) biomass enerqy based on solid organic fuels from wood, forest,

or field residues, or dedicated energy crops that do not include wood
pieces that have been treated with chemcal preservatives such as
creosote, pentachl orophenol, or copper-chrone-arsenic.
(2) "Comm ssion" nmeans the utilities and transportati on conm ssion.
((2)) (3) "Conservation and efficiency resources" neans neasures

that yield a decrease of energy consunption while providing the sane
| evel of enerqgy service.
(4) "Customer-generator” means a user of a net netering system
((3))) (5) "Departnent" neans the departnent of community, trade,

and econom c devel opnent .

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

((64»)) (7)) "Electric cooperative" neans a cooperative or
associ ation organi zed under chapter 23.86 or 24.06 RCW

((65))) (8) "Electric utility" nmeans any el ectrical conpany, public
utility distriect, irrigation district, port district, electric
cooperative, or municipal electric utility that is engaged in the
busi ness of distributing electricity to retail electric custoners in
the state.

((66))) (9) "lIrrigation district"™ nmeans an irrigation district
under chapter 87.03 RCW

((6A)) (10) "Municipal electric utility" nmeans a city or town that
owns or operates an electric utility authorized by chapter 35.92 RCW

((68))) (11) "Net nmetering” neans neasuring the difference between
the electricity supplied by an electric utility and the electricity
generated by a custoner-generator that is fed back to the electric
utility over the applicable billing period.

((699)) (12) "Net nmetering system neans a fuel cell or a facility
for the production of electrical energy that:

(a) Uses as its fuel either solar, wnd, or hydropower;
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(b) Has a generating capacity of not nore than twenty-five
kilowatts;

(c) Is located on the custoner-generator's prem ses;

(d) Operates in parallel with the electric utility's transm ssion
and distribution facilities; and

(e) Is intended primarily to offset part or all of the custoner-
generator's requirenents for electricity.

((28)y)) (13) "Port district" neans a port district within which an
i ndustrial devel opnent district has been established as authorized by
Title 53 RCW

((+)) (14) "Public utility district" neans a district authorized
by chapter 54.04 RCW

(15) "Qualified diversity resources" neans (a) conservation and
efficiency resources contracted for after Mirch 1, 2003; or (b)
alternative energy resources that are either:

(i) Alternative energy resources initiating operations after March
1, 2003, that are physically netered and that are verified in
Washi ngt on; or

(1i) Existing alternative energy resources |located in WAshi ngton
and fully owned or contracted by a Washington utility.

(16) "Qualified hydropower" neans the additional energy produced by
(a) existing hydropower facilities that have been nodernized or
upgraded after June 1, 2000, to increase capacity or efficiency; or (b)
new hydropower facilities that operate with a head of twenty neters or
| ess.

(17) "Small electric utility" neans any consuner-owned utility with
twenty-five thousand or fewer electric neters in service, or that has
an _average of seven or fewer custoners per mle of distribution |ine.
"Electric nmeters in service" neans those neters that record in at | east
nine nonths in any calendar year not less than two hundred fifty
kil owatt hours per nonth.

NEW SECTION. Sec. 4. (1) By January 1, 2009, and each year
thereafter through Decenber 31, 2013, each electric utility shal
ensure that at l|least five percent of its resources used to serve its
Washi ngton retail custonmers are qualified diversity resources. O the
five percent, not Iless than one and one-quarter percent nust be
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alternative energy resources and not |ess than one and one-quarter
percent nust be conservation and efficiency resources.

(2) By January 1, 2014, and each year thereafter, each electric
utility shall ensure that at |east ten percent of its resources used to
serve its Washington retail custonmers are qualified diversity
resources. O the ten percent, not |less than two and one-hal f percent
must be alternative energy resources and not | ess than two and one-hal f
percent nust be conservation and efficiency resources.

(3) An electric utility that as of March 1, 2003, owns or has under
contract sufficient resources to neet one hundred percent of its annual
energy needs to serve its custoners is exenpt from the alternative
energy resources obligations of this section until such tinme as those
resources are no longer sufficient to serve at |east ninety-five
percent of its annual energy needs, or January 1, 2011, whichever is
earlier.

(4) If in any year the lowest cost alternative energy resource
available to a utility exceeds one hundred ten percent of the capital
and energy cost from a new generation facility that is not an
alternative energy resource, the utility is relieved of its alternative
resource obligations under this section.

(5 A small utility nay neet its obligation under this section by
investing at least two tinmes the amount of its conservation and
renewabl es di scount pursuant to the Bonneville power admnistration's
conservation and renewabl es discount program for the contract period
begi nni ng Cct ober 1, 2003.

(6) Autility isrelieved of its obligation under this section with
regard to alternative energy resources for that portion of its custoner
load that is nmet with power purchased from the Bonneville power
adm ni strati on.

NEW SECTION. Sec. 5. (1) By January 1, 2009, and each year
thereafter through Decenber 31, 2013, each natural gas distribution
utility that provides gas services within two or nore counties shal
ensure that at l|least two and one-half percent of its resources used to
serve its Washington retail custonmers are conservation and efficiency
resour ces.

(2) By January 1, 2014, and each year thereafter, each natural gas
distribution utility that provides gas services within two or nore
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counties shall ensure that at |least five percent of its resources used
to serve its Wshington retail custoners are conservation and
efficiency resources.

NEW SECTION. Sec. 6. (1) By March 1, 2005, and by each March 1st
thereafter, each electric utility, except electrical conpanies, shal
report at an open public neeting its activities undertaken to achieve
the requirenents of section 4 of this act. A witten copy or
transcript of the report nust also be submtted to the departnent
within twenty days of the public neeting.

(2) Beginning March 1, 2005, and by each March 1st thereafter, each
el ectrical conpany and gas conpany shall report to the commssion its
activities undertaken to achieve the requirenents of sections 4 and 5
of this act.

(3) By July 1, 2005, and each July 1st thereafter, the departnment
and the comm ssion nust jointly report to the legislature and the
governor whether and how the standards in sections 4 and 5 of this act
have been net for the previous cal endar year.

NEWSECTION. Sec. 7. A newsection is added to chapter 43.21F RCW
to read as foll ows:

(1) The departnment shall adopt rules governing the reporting
requi renents in section 6(1) of this act.

(2) The departnment shall adopt rules establishing criteria for
determ ning whether resources qualify as alternative energy resources
or conservation and efficiency resources as defined in RCW 80.60.010.
To the extent practicable, these criteria shall be consistent wth any
pertinent recomrendations of the regional technical forum of the
Pacific Northwest electric power and conservation planning council
created under P.L. 96-501, 16 U S.C. Sec. 839. The departnent my
establish procedures by which an electric utility, except an electric
conpany, that nmkes expenditures for eligible conservation and
efficiency resources in an anount equivalent to two percent of its
previ ous calendar year's gross revenues from the bundled sale of
electricity to Washington retail custoners is deened to have dedi cated
one-half of one percent of its resources toward the conservation and
efficiency requirenments of section 4 of this act. The rules shall
include criteria for qualifying expenditures for weatherization of
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| ow-i ncome househol ds as conservation and efficiency resources. The
departnment shall also consider energy savings realized from smart
meters and other energy nanagenent systens in establishing criteria
under this section.

(3) By July 1, 2005, the departnent shall establish criteria by
which utilities may nmeet the provisions of sections 4 and 5 of this act
through a qualified diversity resource credit trading program For
purposes of this section, "qualified diversity resource credit trading
program’ neans a cl earinghouse or other systemthrough which a utility
may secure, for trade or other consideration, verifiable evidence that
a second party has devel oped a qualified diversity resource equival ent
in part or in full to the utility's obligation under this section and
that the second party agrees to transfer such evidence exclusively to
the credit of the utility. The departnent shall report to the
| egi sl ature regarding the establishnment of any credit trading program
under this section.

NEW SECTION. Sec. 8. A new section is added to chapter 80.28 RCW
to read as foll ows:

The comm ssion shall adopt rules to inplenent sections 4 through 6
of this act with respect to electrical conpanies and gas conpanies.
The rules may include criteria to establish equival ence between an
el ectric conpany's expenditure |evels for conservation and efficiency
resources and the performance standard percentages set out in sections
4 and 5 of this act.

NEW SECTION. Sec. 9. Each electric utility, as defined in RCW
80.60. 010, shall wundertake and conplete by January 1, 2005, a
feasibility study to determne effective nethods for reducing by at
| east three percent use of electricity during daily peak periods of
electricity demand. Each utility shall report the results of its study
under section 6 of this act. The study shall consider the feasibility
and effectiveness of such factors as: Providing consuners information
on the cost of electricity at different tinmes of day or season; "smart
meters" technology or other energy managenent systens that enable
consuners and utilities to i nprove managenent of electricity supply and
cost; and rate structures that create an incentive for demand reduction
di spatched by utilities.
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NEW SECTION. Sec. 10. Sections 1 and 4 through 6 of this act are
each added to chapter 80.60 RCW

NEW SECTION. Sec. 11. 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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