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S-3756. 2

SENATE BI LL 6503

St ate of WAshi ngt on 59th Legislature 2006 Regul ar Sessi on

By Senators Finkbeiner, Poulsen, Mrton, Esser, Jacobsen, Kohl-
Welles, Schmdt, Parlette, Rasnussen, Kline and Kei ser

Read first tinme 01/13/2006. Referred to Conmttee on Water, Energy &
Envi ronnent .

AN ACT Relating to tax incentives for the generation of electricity
usi ng renewabl e resources; anmending RCW 82.08. 02567 and 82.12. 02567
reenacti ng and amendi ng RCW 19. 29A. 090; and provi di ng expiration dates.

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

Sec. 1. RCW 82.08.02567 and 2004 c 152 s 1 are each anended to
read as foll ows:

(1) The tax levied by RCW 82.08.020 shall not apply to sales of
machi nery and equi pment used directly in generating electricity using
fuel cells, biodiesel, qualified hydropower, w nd, sun, or landfill gas
as the principal source of power, or to sales of or charges nade for
| abor and services rendered in respect to installing such machi nery and
equi pnent, but only if the purchaser develops with such machinery,
equi pnent, and | abor a facility capable of generating not |ess than two
hundred watts of electricity and provides the seller with an exenption
certificate in a form and manner prescribed by the departnent. The
seller shall retain a copy of the certificate for the seller's files.

(2) For purposes of this section and RCW 82.12. 02567:

(a) "Landfill gas" means biomass fuel of the type qualified for
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federal tax credits under 26 U.S.C. Sec. 29 collected froma landfill.
"Landfill"™ means a landfill as defined under RCW 70. 95. 030;

(b) "Machinery and equi pnent” neans industrial fixtures, devices,
and support facilities that are integral and necessary to the
generation of electricity using fuel cells, wnd, sun, biodiesel,
gqualified hydropower, or landfill gas as the principal source of power;

(c) "Machinery and equi pnent"” does not include: (i) Hand-powered
tools; (ii) property with a useful life of less than one year; (iii)
repair parts required to restore machinery and equipnent to nornal
wor ki ng  order; (tv) replacenent parts that do not increase
productivity, inprove efficiency, or extend the wuseful Ilife of
machi nery and equi pnent; (v) buildings; or (vi) building fixtures that
are not integral and necessary to the generation of electricity that
are permanently affixed to and becone a physical part of a building;

(d) Machinery and equipnment is "used directly" in generating
electricity wth fuel <cells, or by wnd energy, solar energy,
bi odi esel, qualified hydropower, or landfill gas power if it provides
any part of the process that captures the energy of the w nd, sun,
bi odi esel, qualified hydropower, or landfill gas, converts that energy
to electricity, and stores, transfornms, or transmts that electricity
for entry into or operation in parallel wth electric transm ssion and
di stribution systens;

(e) "Fuel cell"” neans an el ectrochem cal reaction that generates
el ectricity by conbi ning atons of hydrogen and oxygen in the presence
of a catalyst;

(f) "Biodiesel" has the neaning provided by RCW43. 19. 643;

(g) "Qualified hydropower" has the neaning provided by RCW
19. 29A. 090.

(3) This section expires June 30, ((2609)) 2014.

Sec. 2. RCW 82.12.02567 and 2004 c 152 s 2 are each anended to
read as foll ows:

(1) The provisions of this chapter shall not apply with respect to
machi nery and equi pnment used directly in generating not |ess than two
hundred watts of electricity using fuel cells, wnd, sun, biodiesel
gualified hydropower, or landfill gas as the principal source of power,
or to the use of |abor and services rendered in respect to installing
such machi nery and equi pnent.

SB 6503 p. 2



N

© 00 N O Ol bW

10
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

(2) The definitions in RCW82.08.02567 apply to this section.
(3) This section expires June 30, ((2609)) 2014.

Sec. 3. RCW19.29A 090 and 2002 ¢ 285 s 6 and 2002 c 191 s 1 are
each reenacted and anmended to read as foll ows:

(1) Beginning January 1, 2002, each electric utility nust provide
to its retail electricity custoners a voluntary option to purchase
qualified alternative energy resources in accordance with this section.

(2) Each electric utility nust include wth its retail electric
custoner's regular billing statenents, at |east quarterly, a voluntary
option to purchase qualified alternative energy resources. The option
may all ow custonmers to purchase qualified alternative energy resources
at fixed or variable rates and for fixed or variable periods of tineg,

including but not limted to nonthly, quarterly, or annual purchase
agreenents. A utility may provide qualified alternative energy
resource options through either: (a) Resources it owns or contracts

for; or (b) the purchase of credits issued by a clearinghouse or other
system by which the utility may secure, for trade or other
consideration, verifiable evidence that a second party has a qualified
alternative energy resource and that the second party agrees to
transfer such evidence exclusively to the benefit of the utility.

(3) For the purposes of this section, a "qualified alternative
energy resource"” neans the electricity produced from generation
facilities that are fueled by: (a) Wnd; (b) solar energy; (c)
geot hermal energy; (d) landfill gas; (e) wave or tidal action; (f) gas
produced during the treatnent of wastewater; (g) qualified hydropower;
or (h) biomass energy based on aninal waste or solid organic fuels from
wood, forest, or field residues, or dedicated energy crops that do not
i ncl ude wood pi eces that have been treated with chem cal preservatives
such as creosote, pentachl orophenol, or copper-chromne-arsenic.

(4) For the purposes of this section, "qualified hydropower" neans
the energy produced either: (a) As a result of nodernizations or
upgrades made after June 1, 1998, to hydropower facilities operating on
May 8, 2001, that have been denonstrated to reduce the nortality of
anadronous fish; or (b) by nunicipal water supply, run of the river, or
run of the canal hydropower facilities that are not responsible for
obstructing the passage of anadronous fish.
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(5) The rates, terns, conditions, and custoner notification of each
utility's option or options offered in accordance with this section
must be approved by the governing body of the consuner-owned utility or
by the comm ssion for investor-owned utilities. Al costs and benefits
associated with any option offered by an electric utility under this
section nust be allocated to the custoners who voluntarily choose that
option and nmay not be shifted to any custonmers who have not chosen such
opti on. Uilities may pursue known, |awful aggregated purchasing of
qualified alternative energy resources with other utilities to the
extent aggregated purchasing can reduce the unit cost of qualified
alternative energy resources, and are encouraged to investigate
opportunities to aggregate the purchase of alternative energy resources
by their custoners. Aggregated purchases by investor-owned utilities
must conply with any applicable rules or policies adopted by the
comm ssion related to |least-cost planning or the acquisition of
renewabl e resources.

(6) Each consuner-owned wutility nust report annually to the
departnent and each investor-owned utility nust report annually to the
comm ssi on begi nning Cctober 1, 2002, until Cctober 1, 2012, descri bing
the option or options it 1is offering its custonmers under the
requirenments of this section, the rate of customer participation, the
anount of qualified alternative energy resources purchased by
custoners, the amount of utility investnments in qualified alternative
energy resources, and the results of pursuing aggregated purchasing
opportunities. The departnent and the conm ssion together shall report
annual ly to the | egislature, beginning Decenber 1, 2002, until Decenber
1, 2012, with the results of the utility reports.

--- END ---
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