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SENATE BI LL 6255

St ate of WAshi ngt on 60t h Legi sl ature 2008 Regul ar Sessi on
By Senators Keiser, Rockefeller, Regala, Miurray, Kline, and Cem g

Read first time 01/14/08. Referred to Conmttee on Water, Energy &
Tel ecomruni cat i ons.

AN ACT Relating to providing incentives for solar electric power;
anmending RCW 82.16.110 and 82.16.120; anending 2007 c¢c 522 s 732
(uncodified); adding a new section to chapter 84.36 RCW adding a new
section to chapter 82.04 RCW creating a new section; nmaking an
appropriation; providing an effective date; and providing an expiration
dat e.

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

NEW SECTION. Sec. 1. The legislature finds that solar electric
generating technol ogi es have advanced significantly in the past decade,
and that solar power is becomng nore cost-conpetitive wth other
traditional and renewabl e generation. The legislature further finds
that there is a public interest in pronoting greater industrial and
comrercial applications for solar electric generation. To this end the
state should support pilot projects that enploy industrial and
comercial structures for solar arrays in order to pronbte nore
efficient and cost-effective solar power production. The |legislature
further finds that such distributed solar generation wll have
additional benefits in reducing transm ssion |osses from grid-based
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service, as well as contributing toward reducing greenhouse gas
em ssions fromthe state's electrical service sector

Therefore it is the purpose of this act to increase incentives
paynents to businesses installing solar power for use on-site, to
prevent increases in property tax valuation from solar power
installation, and to provide additional incentives for solar power
instal |l ati on.

NEW SECTION. Sec. 2. A new section is added to chapter 84.36 RCW
to read as foll ows:

(1) Property equi pped with solar energy systens for the purpose of
heating, cooling, or generating electrical energy is exenpt from ad
val oremtaxation in an anount that equals any positive anmount obtai ned
by subtracting the real market value of the property, as if it were not
equi pped with such systens, fromthe real market value of the property
S0 equi pped.

(2) This section applies to tax years beginning prior to July 1,
2020.

(3) This section does not apply to property used by a light and
power business for the generation of electricity.

Sec. 3. RCWB82.16.110 and 2005 ¢ 300 s 2 are each anended to read
as follows:

The definitions in this section apply throughout this chapter
unl ess the context clearly requires otherw se.

(1) "Community-based solar enerqgy project” nmeans a project of |ocal
citizens cooperating with a local governnental entity, which is
voluntarily funded, for the installation of photovoltaic systens of
less than one hundred thirty Kkilowatts on property owned by the
participating governnental entity.

(2) "Custoner-generated electricity” neans the alternating current
electricity that is generated froma renewabl e energy system | ocated on
an individual's, businesses', or |ocal governnent's real property that
is also provided electricity generated by a |ight and power business.
Except for a conmunity-based solar energy project, a system| ocated on
a |leasehold interest does not qualify wunder this definition
"Custoner-generated el ectricity"” does not include electricity generated
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by a |ight and power business with greater than one thousand negawatt
hours of annual sales or a gas distribution business.

((2)) (3) "Econom c devel opnent kilowatt-hour"” neans the actual
kil owatt-hour neasurenent of custoner-generated electricity nultiplied
by the appropriate econom ¢ devel opnent factor.

((3))) (4) "Local governnental entity" neans any unit of |oca
governnent of this state including, but not limted to, counties,
cities, towns, nunicipal corporations, quasi-nunicipal corporations,
speci al purpose districts, and school districts.

(5) "Photovoltaic cell"” neans a device that converts light directly
into electricity wthout noving parts.

((4))) (6) "Renewabl e energy system' neans a solar energy system
an anaerobic digester as defined in RCW82.08.900, or a wi nd generator
used for producing electricity.

((65))) (7) "Solar energy systent neans any device or conbination
of devices or elenents that rely upon direct sunlight as an energy
source for use in the generation of electricity.

((66))) (8) "Solar inverter" neans the device used to convert
direct current to alternating current in a photovoltaic cell system

((6H)) (9) "Solar nodule" neans the smallest nondivisible self-
cont ai ned physical structure housing interconnected photovoltaic cells
and providing a single direct current electrical output.

((£8)— Lards . . I | . " ot

, hAi-eal. . na . u : | I
I | . : . . I | .
i ot : Ll I busi )

Sec. 4. RCW 82.16.120 and 2007 c 111 s 101 are each anended to
read as foll ows:

(1) Any individual, business, or |ocal governnental entity, not in
the Iight and power business or in the gas distribution business, my
apply to the Iight and power business serving the situs of the system
each fiscal year beginning on July 1, 2005, for an investnent cost
recovery incentive for each kilowatt-hour from a custoner-generated
electricity renewabl e energy systeminstalled on its property that is
not interconnected to the electric distribution system No incentive
may be paid for kilowatt-hours generated before July 1, 2005, or after
June 30, ((2644)) 2020.
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(2) When |ight and power businesses serving eighty percent of the
total custoner load in the state adopt wuniform standards for
interconnection to the electric distribution system any individual
busi ness, or local governnental entity, not in the light and power
business or in the gas distribution business, may apply to the |ight
and power business serving the situs of the system each fiscal year,
for an investnent cost recovery incentive for each kilowatt-hour from
a custoner-generated electricity renewabl e energy systeminstalled on
its property that is not interconnected to the electric distribution
system and from a custoner-generated electricity renewable energy
systeminstalled on its property that is interconnected to the electric
distribution system Uni form standards for interconnection to the
el ectric distribution system neans those standards established by |ight
and power businesses that have ninety percent of total requirenents the
sane. No incentive may be paid for kilowatt-hours generated before
July 1, 2005, or after June 30, ((26%4)) 2020.

(3)(a) Before submtting for the first tinme the application for the
i ncentive all owed under subsection (5) of this section, the applicant
shall submt to the departnent of revenue and to the climte and rural
energy developnent center at the Washington State University,
est abl i shed under RCW 28B. 30. 642, a certification in a formand manner
prescribed by the departnent that includes, but is not limted to, the
foll ow ng information:

(i) The nane and address of the applicant and |ocation of the
renewabl e energy system

(1i) The applicant's tax registration nunber;

(ti1) That the electricity produced by the applicant neets the
definition of "custoner-generated electricity" and that the renewable
energy system produces electricity wth:

(A) Any solar inverters and solar nodules mnufactured in
Washi ngt on st at e;

(B) A wind generator powered by blades manufactured in WAshi ngton
st at e;

(© A solar inverter manufactured in Washi ngton state;

(D) A solar nodul e manufactured in Washington state; or

(E) Solar or wnd equipnent manufactured outside of WAashington
st at e;
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(tv) That the electricity can be transfornmed or transmtted for
entry into or operation in parallel with electricity transm ssion and
di stribution systens;

(v) The date that the renewable energy system received its fina
el ectrical permt fromthe applicable | ocal jurisdiction.

(b) Wthin thirty days of receipt of the certification the
departnment of revenue shall notify the applicant by mil, or
el ectronically as provided in RCW 82.32.135, whether the renewable
energy system qualifies for an incentive under this section. The
departnment may consult with the climte and rural energy devel opnent
center to determne eligibility for the incentive. System
certifications and the information contained therein are subject to
di scl osure under RCW 82.32.330(3)(m.

(4)(a) By August 1st of each year application for the incentive
shall be nmade to the light and power business serving the situs of the
system by certification in a form and manner prescribed by the
departnment that includes, but is not Ilimted to, the followng
i nformation:

(i) The nane and address of the applicant and |ocation of the
renewabl e energy system

(1i1) The applicant's tax registration nunber;

(iii) The date of the notification fromthe departnent of revenue
stating that the renewabl e energy systemis eligible for the incentives
under this section;

(iv) A statenent of the anmount of kilowatt-hours generated by the
renewabl e energy systemin the prior fiscal year.

(b) Wthin sixty days of receipt of the incentive certification the
i ght and power business serving the situs of the systemshall notify
the applicant in witing whether the incentive paynent wll be
aut horized or denied. The business may consult with the clinmte and
rural energy developnment center to determine eligibility for the

i ncentive paynent. Incentive certifications and the information
contained therein are subject to disclosure under RCW 82.32.330(3)(m.
(c)(i) Persons receiving incentive paynents shall keep and

preserve, for a period of five years, suitable records as may be
necessary to determne the anount of incentive applied for and
received. Such records shall be open for exam nation at any tinme upon
notice by the |light and power business that nade the paynent or by the
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depart nent. If upon examnation of any records or from other
i nformati on obtai ned by the business or departnent it appears that an
i ncentive has been paid in an anount that exceeds the correct anount of
i ncentive payabl e, the business may assess agai nst the person for the
anopunt found to have been paid in excess of the correct anount of
incentive payable and shall add thereto interest on the anount.
I nterest shall be assessed in the manner that the departnent assesses
i nterest upon delinquent tax under RCW 82. 32. 050.

(ii) If it appears that the anpbunt of incentive paid is less than
the correct amount of incentive payable the business may authorize
addi ti onal paynent.

(5) The investnment cost recovery incentive may be paid fifteen
cents per econom c devel opnment kil owatt-hour unless requests exceed the
anount authorized for credit to the participating |ight and power
busi ness. For the purposes of this section, the rate paid for the
i nvest ment cost recovery incentive may be nultiplied by the follow ng
factors:

(a) For custoner-generated electricity produced using sol ar nodul es
manuf actured i n Washi ngton state, two and four-tenths;

(b) For custoner-generated electricity produced using a solar or a
wi nd generator equipped wth an inverter manufactured in Washi ngton
state, one and two-tenths;

(c) For custoner-generated electricity produced using an anaerobic
digester, or by other solar equipnent or wusing a wnd generator
equi pped with bl ades manufactured in Washi ngton state, one; and

(d) For all other custoner-generated electricity produced by w nd,
ei ght -tent hs.

(6) No individual, household, business, or 1local governnental
entity is eligible for incentives provided under subsection (5) of this
section for nore than two thousand dollars per year. For the purpose
of calculating the annual incentive limt wunder this subsection,
communi ty-based solar projects that are | ocated on separate parcels of
property are not to be conbined, as each project is individually
eligible for incentives of up to two thousand dollars per year per
proj ect .

(7) The investnent cost recovery incentive may be paid fifty-four
cents per kilowatt-hour generated by a commercial or industrial
custoner consumng at l|least one-half of the electricity generated in
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its commercial or industrial activities at the site of the generation.
No incentive provided under this subsection may exceed twenty thousand
dollars per utility revenue neter per year. A person claimng an
incentive paynent under this subsection is not eligible for the
incentive provided under subsection (6) of this section for the sane
cal endar year.

(8) If requests for the investment cost recovery incentive exceed
t he anount of funds available for credit to the participating |ight and
power busi ness, t he i ncentive paynent s shal | be reduced
proportionately.

((8))) (9) The climte and rural energy devel opnent center at
Washi ngton State University energy program nmay establish guidelines and
standards for technologies that are identified as Washington
manuf actured and therefore nost beneficial to the state's environnent.

((69Y)) (10) The environnmental attributes of the renewabl e energy
system belong to the applicant, and do not transfer to the state or the
i ght and power business upon recei pt of the investnent cost recovery
i ncentive.

Sec. 5. 2007 ¢ 522 s 732 (uncodified) is anended to read as
fol | ows:
FOR THE OFFI CE OF FI NANCI AL MANAGEMENT- - STATE AGENCY GREEN ENERGY

General Fund--State Appropriation (Fy 2008) . . . . . . . . $1,000,000
CGeneral Fund--State Appropriation (FY 2009) . . . . . . (($3-006,000))
$1, 500, 000

TOTAL APPROPRIATION . . . . . . . . . . . . . . . . ((%$2-000,000))
$2, 500, 000

(1) Except as provided in subsection (2) of this section, the
appropriations in this section are subject to the foll ow ng conditions
and limtations: The appropriations in this section are provided

solely for the office of financial managenent to provide grants to
state agencies to purchase green power.

(2) $500,000 of the FY 2009 appropriation is provided solely to the
office of financial mnanagenent for a solar electric denobnstration
project in western Washington. The office shall solicit proposals from
property owners engaged in commercial or industrial activities, which
may host the solar generation facilities and consune a substantial
portion of the generation on-site. The office may enter into an
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agreenent to share the costs of solar facility installation and
operation, which shall include provisions for public view ng and
education regardi ng solar electric generation.

NEW SECTION. Sec. 6. A new section is added to chapter 82.04 RCW
to read as foll ows:

(1) Subject tothe limts and provisions of this section, a credit
is allowed against the tax inposed by this chapter for a taxpayer that
ei ther:

(a) Installs one or nore solar energy systenms during the taxable
year for commercial or industrial purposes in the taxpayer's trade or
business facility located in this state; or

(b) Receives certification from the departnent recognizing its
financing of the installation, in a facility located in this state, of
one or nore solar energy systens during the taxable year by a third-
party organization that is exenpt from taxation inposed under this
chapter.

(2) The amount of the credit is equal to ten percent of the
installed cost of the solar energy system The person who provides or
installs the solar energy system nmust furnish the taxpayer with an
accounting of the installed cost.

(3) The taxpayer may not cunulate total tax credits under this
section exceeding twenty-five thousand dollars with respect to the sane
building in the same year or fifty thousand dollars in total credits in
any year.

(4) If the allowable credit exceeds the taxes otherw se due under
this chapter or if there are no taxes due under this chapter, the
anount of the claimnot used to offset taxes under this chapter nay be
carried forward for not nore than five consecutive taxable years as a
credit agai nst subsequent years' tax liability.

(5) Co-owners of a business, including corporate partners in a
partnership, nmay each claim only the pro rata share of the credit
al  oned under this section based on the ownership interest or financial
investnment in the system The total of the credits allowed all such
owners may not exceed the anmount that would have been allowed a sole
owner .

(6) The departnent nust establish a procedure for identifying
projects that qualify for the credit allowed under this section.
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(a) To qualify for the credit, a taxpayer nust apply in a form
prescribed by the departnent, including:

(1) The projected date that the installation of the solar energy
systemw || begin and the projected finish date;

(i1) The location where the solar energy systemw ||l be installed;

(ti1) The type of solar energy system its total cost, excluding
financing costs, and the estimated annual performance |evel; and

(1v) The projected anbunt of the credit against the tax inposed by
this chapter.

(b) The departnent nust:

(i) Review and eval uate each subm tted application;

(ii) Determne within thirty days after receiving the application
whet her it neets applicable criteria; and

(ti1) Provide initial certification of a project to the applicant.

(c) Upon the conpletion of each certified installation, the
taxpayer nust certify that the installed solar energy system is
operational and provide the total amount of credits to be clainmed. The
departnment nust review the installation expenses and issue a credit
certificate to the business.

(7) If at any tine the departnent finds that a person is not
eligible for a credit under this section, the anmount of taxes for which
the credit has been clained are i medi ately due. The departnent nust
assess interest, but not penalties, on the taxes for which the person
is not eligible. The interest is assessed at the rate provided for
del i nquent exci se taxes under chapter 82.32 RCW is retroactive to the
date the credit was taken, and accrues until the taxes for which the
credit has been used are repaid.

(8) As used in this section, "solar energy systenl has the sane
meani ng specified in RCW82. 16. 110.

(9) This section expires June 30, 2017.

NEW SECTION. Sec. 7. Section 6 of this act takes effect July 1,
2008.

~-- END ---
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