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ENGROSSED SECOND SUBSTI TUTE HOUSE BI LL 1301

State of WAshi ngton 63rd Legislature 2013 Regul ar Session

By House Finance (originally sponsored by Representatives Morris,
Ryu, McCoy, Hudgins, Mrrell, and Pollet)

READ FI RST TI ME 03/ 01/ 13.

AN ACT Relating to creating clean energy jobs in WAshington state
t hrough renewable energy incentives; anmending RCW 82.16.120 and
82.16.130; adding new sections to chapter 82.16 RCW adding a new
section to chapter 80.28 RCW creating a new section; providing an
effective date; providing an expiration date; and declaring an
emer gency.

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

NEW SECTION. Sec. 1. The legislature makes the follow ng
fi ndi ngs:

(1) In order to mtigate the negative consequences of greenhouse
gas and particulate air em ssions, every state and nation in the world
must do its part to devel op cl ean energy technol ogy.

(2) The sooner that economes of scale are available for the
manuf act ure and marketing of renewabl e energy technol ogi es, the sooner
t hese technol ogies will becone cost-conpetitive or even | ess expensive
than traditional, polluting sources of energy.

(3) The clean technology sector of the econony is one that is
growing rapidly, even in a tinme when other sectors have been stagnant
or in a recession.
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(4) In enacting incentives for renewable energy systens, the
| egislature intends to attract to Washington a vi brant cl ean technol ogy
sector.

(5 The tax incentives created in this act can be an inportant
econom ¢ devel opnent tool, increasing high-wage enploynent both east
and west of the Cascade nountains.

(6) It is the intent of the legislature, in nodifying the existing
renewabl e energy i nvestnment cost recovery incentive program to inprove
utilization of the incentive by state residents and businesses,
streanmine program admnistration, and incubate the devel opnent of
cl ean energy technol ogy.

NEW SECTION. Sec. 2. A new section is added to chapter 82.16 RCW
to read as foll ows:

(1) The legislature finds that the effectiveness of attenpts to
foster job creation and retention are inportant aspects of setting tax
policy. In order to make policy choices regarding the best use of
limted state resources, the Ilegislature needs to know how tax
i ncentives are used, and the degree to which incentive prograns neet
the legislature' s intent.

(2) The legislature intends to achieve the follow ng performnce
m | estones as a result of the incentives awarded under this act:

(a) Increased wutilization of +the available tax «credits, as
evi denced by:

(i) A one hundred percent increase in the nunber of solar energy
systens installed and receiving the incentive, fromthe 2012 basel i ne;
and

(ti) A one hundred percent increase in the total generating
capacity of installed systens, fromthe 2012 baseli ne;

(b) A decrease over tine in the levelized cost of the systens
receiving the tax preferences; and

(c) Gowth of solar-rel ated enpl oynent, as evi denced by:

(i) An increase in the total nunmber and per capita rate of sol ar-
rel ated jobs in Washi ngton;

(i1i1) Achievenment of a top ten national ranking for solar-related
enploynment and a top nine ranking for per capita solar-related
enpl oynent ;

E2SHB 1301 p. 2
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(d) An increase in the utilization of, and enploynent related to,
nonsol ar renewabl e energy systens eligible to receive the incentives
created in this act; and

(e) Leveraging of nonstate funds, as neasured by a report of the
total dollar value of tax credits awarded wthin each county and zip
code, and the total amount of nonstate funds |everaged w thin each
county and zi p code.

(3)(a) The departnent nust collect, through its application and
certification process, data from persons receiving the tax preferences
created in this act as necessary to report on progress toward achi evi ng
the performance mlestones listed in subsection (1) of this section.

(b) I'n conpliance with RCW43.01. 036, the departnent nust submit an
annual report to the legislature that details the progress achieved in
reachi ng the outcone specified in subsection (1)(a)(i) of this section.

(4) Al recipients of tax credits or incentive paynents awarded
under this chapter nust provide any data requested for reporting
purposes. Failure to conply may result in the loss of a tax credit
award or incentive paynent in the follow ng year

(5 As part of its 2019 tax preference reviews conducted under
chapter 43.136 RCW the joint l|legislative audit and review commttee
must assess the performance of the incentives created in this act, with
reference to all of the performance mlestones established in this
section.

Sec. 3. RCWB82.16.120 and 2011 ¢ 179 s 3 are each anended to read
as foll ows:

(D) ({ ta—Any—indiv-dual——business—local—governmental—enti-y—not

A N N a N
waAwA A" O i O

o . . I . | he Lial I
power —bBustness —serving—Hhe —sttus — ol —the —system-—each—Hscal —year
begtantng—on—Jduby—1—2005 | or—an—tnvestrent—cost—recovery—tncentve

a a N OB aV¥a a¥aa aV¥aaa alaVaV¥a a¥a a a aYa¥allVala a

ene#gy—sys%eﬁb) Beginning July 1, 2013, any person, as defined in RCW
82.04.030, may apply to receive a voucher from an agency designated by
the governor entitling the person to receive annual incentive paynents
from the light and power business _serving the situs_of a_renewable
energy system for a termof ten years. Thr oughout this act, "agency

p. 3 E2SHB 1301
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desi gnated by the governor" neans any unit of state governnent that the
governor designates to admnister the programcreated in this chapter
Eligibility to receive the voucher islimted as foll ows:

(a) The person applying to receive the voucher nust be:

(i) The neter holder, neaning the party responsible to the |ight
and power business for paying for electricity transmtted to the situs
of an eligible renewabl e energy system

(ii) The owner of the renewabl e energy system and

(iii) Not a person who is a |ight and power business

(b) In the case of a community solar project as defined in RCW
82.16.110(2)(a)(i), the admnistrator nust apply for the investnent
cost recovery incentive on behalf of each of the other owners.

(c) In the case of a community solar project as defined in RCW
82.16.110(2)(a)(iii), the conmpany owning the community sol ar project
nmust apply for the investnent cost recovery incentive on behalf of each
menber of the conpany.

((2)) (d) In_the case of a custoner-generated renewabl e energy
system for which a person has_already received paynents prior to July
1, 2013, under RCW 82.16.120, a person _nmay apply to receive a voucher
as_provided in_this act entitling the person_to_ receive_incentive
paynents until June 30, 2023.

(2) The award of a_ voucher creates a_contractually enforceable
pronise on_ behalf of the state to authorize the Ilight and power
business to receive a credit against the taxes due under this chapter
for an anmpbunt equal to the annual incentive paynents nmade under this
section in any fiscal year. A light and power business that chooses to
participate in the voucher programcreated in this section nay cease to
accept vouchers for new systens at any tine, but nust continue to nake
paynents pursuant to any existing voucher for its entire term unless
a court has declared the incentives provided under this section to be
illeqgal.

(3) Eligibility to receive the incentive paynents provided in
subsection (1) of this sectionis |limted as foll ows:

(a) The person applying to receive the voucher nust be the neter
hol der, neaning the party responsible to the |light and power business
for paying for electricity transmtted to the situs of an _eliqgible
renewabl e energy system The neter holder need not occupy the real
property upon which the systemis installed; and

E2SHB 1301 p. 4
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(b) An owner of the renewabl e energy system
(4 Wien the neter holder is a residential retail electric

custoner, the systemnust have an electrical generating capacity of not
nore than five Kkilowatts, and when the neter holder is_ not a

residential retail electric custoner, the system nust have an

el ectrical generating capacity of not nore than one hundred kil owatts.
(5)(a) Before submtting for the first tinme the application for the

incentive allowed under ((subseetieon—{(4)—eof)) this section, the

applicant nmust submt to the departnent of revenue and to the ((eHrate

estabH-shed—under—ROW-28B-30-642-)) agency designated by the governor
a certification in a formand manner prescribed by the departnent that
i ncludes, but is not limted to, the follow ng information:

(1) The nanme and address of the applicant and |ocation of the
renewabl e energy system

(A If the applicant is an admnistrator of a community solar
project as defined in RCW 82.16.110(2)(a)(i), the certification nust
also include the nane and address of each of the owners of the
community sol ar project.

(B) If the applicant is a conmpany that owns a conmmunity solar
project as defined in RCW82.16.110(2)(a)(iii), the certification nust
al so include the nane and address of each nenber of the conpany;

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

(ti1) That the electricity produced by the applicant neets the
definition of "custoner-generated electricity" or_is generated by a
systemthat neets the eligibility requirenents set forth in subsection
(3) of this section, and that the renewable energy system produces
electricity with:

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

(B) A wind generator powered by bl ades manufactured in Washi ngton
st at e;

(C A solar inverter manufactured i n Washi ngton st at e;

(D) A solar nodul e manufactured i n Washi ngton state;

(E) Astirling converter manufactured in Washi ngton state; or

(F) Solar or wnd equipnent manufactured outside of WAashington
st at e;

p. 5 E2SHB 1301
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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 systems; ((ard))

(v) The date that the renewable energy systemreceived its fina
electrical permt fromthe applicable [ ocal jurisdictionj

(vi) The annual electricity consunption_ at the neter in_the
previ ous_cal endar year, or_ an_engineering estimate of the_ projected
annual consunption, if no record of annual consunption at the neter is
available or if electricity consunption at the neter has substantially
changed; and

(vii) A projection_of the annual electricity production_ of the
systemin kil owatt-hours.

(b) Wthin thirty days of receipt of the certification the
( (departrent—of—+evenue)) agency designated by the governor nust notify
the applicant by mail, or electronically as provided in RCW 82. 32. 135,
whet her the renewabl e energy system qualifies for an incentive under
this section. ((The departnent nay consult with the clinmate and rural

) S . ven))
The agency designated by the governor nust either issue the voucher or
inform the applicant of the reason_that the application_is_denied.
System certifications, applications, vouchers, and the information
contai ned therein are subject to disclosure under RCW82. 32.330(3) (I).

((63))) (c) The agency designated by the governor is authorized to
assess an application fee to recover its costs of admnistering the
program established in this section.

(6)(a) The agency designated by the governor nust also transmt the
voucher electronically as provided in RCW 82.32.135 to_the |ight and
power business serving the situs of the system

(b) The voucher nust state the first and last day of the ten-year
term or_ other term in_the case of persons_receiving a_voucher as
provided in subsection (1)(d) of this section, for which the applicant
has qualified to receive_production incentive paynents fromthe |ight
and power busi ness.

(c) The light and power business, upon receiving the voucher, nust
make i1incentive paynents for each Kilowatt-hour of electricity
gener at ed.

(d) If, during the ten-year termof the voucher, there is a change
in the meter holder and a new party becones financially responsible to

E2SHB 1301 p. 6
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the |light and power busi ness, the voucher is transferrable to the new
neter holder, provided that the new neter holder is also a person
eligible to receive paynents under this section

(7)(a) By August 1st of each year ((apptHeationtor—thetnecentive
I I he Licl I busi . I . Y

system— by —eert-Heatbton—n—a—Form—and —panner —prescrt-bed —by —the
departnent that includes, but s not |timted to, the followng
Hafermation)), the agency designated by the governor nust receive a
report of the ampunt of Kilowatt-hours generated in the immediately
precedi ng fiscal year by any system for which a person iS receiVving
incentive paynents pursuant to this section. The report may be
submtted in one of the foll owi ng ways:

(1) ((The nane and address of the applicant and location of the
refnewabl-e—energy—system-

Ar—H-—the—appHeant—is—an—admnistrator—of-—a—cormmuni-ty—solar

. ot | L 15 2V Lay i)t L . |
nelud I | add : I Y F .

By —H-—the—appteant—+s—a—company —that —owns —a—cormmur-by —sobar

. . . I L .

SEERNEY I Y oy . : I I :

. I I N . Lioible f he i .

I hi on: I

v—A-staterent—ol—the —amunt—ot ki owatt-hours—generated—by—the
renewable—energy—systeminthe priorft+seal—year—)) The |ight and power
busi ness_serving the situs of the system nmay report_ the anount of
kil owatt-hours generated by the systemover the course of the year, as
determ ned by reading a production neter or any other neter that the
utility determ nes to be ninety-eight percent accurate; or

(ii) The person receiving incentive paynents nmay submt a statenent
in the formof a sworn affidavit reporting the anbunt of kilowatt-hours
generated by the system over the course of the year

(b) Wthin sixty days of receipt of the ((+nreentive—certifiecation))
report required_ by subsection_ (7) of this_ section, the_ agency
designated by the governor nust notify the |ight and power business

serving the situs of the system ((must—notify—the—appHeant—in

p. 7 E2SHB 1301
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w-t+ng)) whether the incentive paynent wll be authorized or denied.
The business may consult with the climate and rural energy devel opnent
center to determine eligibility for the incentive paynent. Incentive
certifications and the information contained therein are subject to
di scl osure under RCW82.32.330(3)(l).

(c)(i) Persons, admnistrators of comrunity solar projects, and
conpani es receiving incentive paynents nust keep and preserve, for a
period of five years, suitable records as may be necessary to determ ne
t he amount of incentive applied for and received. Such records nust be
open for exam nation at any time upon notice by the light and power
business that nade the paynent or by the departnent. [f upon
exam nation of any records or from other information obtained by the
busi ness or departnent it appears that an incentive has been paid in an
anount that exceeds the correct amount of incentive payable, the
busi ness nay assess against the person for the anount found to have
been paid in excess of the correct anmount of incentive payabl e and nust
add thereto interest on the amobunt. Interest is assessed in the manner
that the departnent assesses interest upon delinquent tax under RCW
82. 32. 050.

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

((4))) (8) Except for community solar projects, the investnent
cost recovery incentive may be paid fifteen cents per econonic
devel opnent kil owatt-hour unless requests exceed the anount authori zed
for credit to the participating light and power business. For
community sol ar projects, the investnent cost recovery incentive may be
paid thirty cents per economc developnent Kkilowatt-hour unless
requests exceed the anmobunt authorized for credit to the participating
i ght and power business. For the purposes of this section, the rate
paid for the investnent cost recovery incentive may be nultiplied by
the follow ng factors:

(a) For ((eustoner—generated)) electricity produced using solar
nodul es manufactured in Washington state or a solar stirling converter
manuf actured i n Washi ngton state, two and four-tenths;

(b) For ((eusterer—generated)) electricity produced using a solar
or a wnd generator equipped with an inverter manufactured in
Washi ngton state, one and two-tenths;

E2SHB 1301 p. 8
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(c) For ((eustener—generated)) electricity produced using an

anaerobic digester, or by other solar equipnment or wusing a wnd
generator equi pped with blades manufactured in Washi ngton state, one;
and

(d) For all other ((eustener—generated)) electricity produced by
w nd, eight-tenths.

(({5)(a) No individual, household, business,-or |ocal governnental
entity is eligible for incentives provided under subsection (4) of this
seetionfor—mprethanfive thousand-doltars—per—year—)) (9) On or after

July 1, 2018, a new base rate and nultipliers may go into effect. New
rates and nultipliers adopted under the authority of this subsection
will be applicable to any vouchers awarded after July 1, 2018. The
rates nmust be adjusted to reflect decreases in the capital costs of
purchasing _and installing a renewable energy system changes in_the
| evelized costs of such systens, or other factors that the agency deens
relevant to fulfilling the purpose of incentivizing job growh and the
environnental and econom c benefits of renewable energy in the state.

(10)(a) No personis eligible for incentives under this section for
electricity generated_in_excess _of the net_ kilowatt-hours_consuned
annually at the netered |ocation. No personis eligible for incentives
provi ded under this section for nore than twenty-five thousand dollars
per year per eligible renewabl e energy system

(b) Except as provided in (c) through ((&e))) (d) of this
subsection (((5))) (10), each applicant in a comrunity solar project is
eligible for up to five thousand dollars per year.

(c) Where the applicant is an admnistrator of a comunity sol ar
project as defined in RCW 82.16.110(2)(a)(i), each owner is eligible
for an incentive but only in proportion to the ownership share of the
project, up to five thousand dollars per year.

(d) Where the applicant is a conpany owning a comunity solar
project that has applied for an investnent cost recovery incentive on
behal f of its nmenbers, each nmenber of the conpany is eligible for an
incentive that would otherwise belong to the conpany but only in
proportion to each ownership share of the conpany, up to five thousand
dol lars per year. The conpany itself is not eligible for incentives
under this section.

({ te—tn—the—case—-ol—a uviitty-—ownedcomunt-ty—solarproject—each

p. 9 E2SHB 1301
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I | I : . Liaible f : .
H—proport-on—to—the —contbr-hut-on-—up—to—Hyve—thousand —doH-ars—per
year—

£6y)) (11) If, at any tinme before July 1, 2018, requests for the
i nvest mnent cost recovery incentive exceed fifty percent of the anount
of funds available for credit to the participating |ight and power

husi ness. the ((+reentivepayrents—rust—bereduced proportionatelby—
el}—Ihe—e#+ﬁa%e—and—#H#a#—eﬂngy—deve#ea#en%—eeﬂ%e%—a%—vashkng%en

For— %eehae#egkes that—are—tdenti-H-ed—as—Vashington—panufactured—and
therefore —mpst — benefictal —to —the —state' s —environaent)) agency
desi gnated by the governor nust notify the governor and the |l eqgislature

and nust adjust base rates and nultipliers to a | evel expected to all ow
all eligible systens to continue to apply for and receive incentives.
New rates and multipliers adopted under the authority of this
subsection (11) wll be applicable to any vouchers awarded after the
new rates and nultipliers are adopt ed.

((68))) (12) The environnental attributes of the renewabl e energy
system bel ong to the applicant, and do not transfer to the state or the
I ight and power business upon receipt of the investnment cost recovery
i ncentive.

((69Y)) (13) No incentive may be paid under this section for
kil owatt-hours generated before July 1, 2005((-—er—after—June—30-
2020)). No new vouchers may be issued after June 30, 2023.

Sec. 4. RCW82.16.130 and 2010 ¢ 202 s 3 are each anended to read
as follows:

(1) A light and power business ((shall—be)) is allowed a credit
agai nst taxes due under this chapter in an anmount equal to the
i nvestment cost recovery incentive paynents made in any fiscal year
under RCW82.16.120. The credit shall be taken in a formand nmanner as
required by the departnment. ((Fhe—ecredit—under—this seetion—for—the
‘ | I half C the busi . N
power —sales —due —under —REW-8216-020(1 (b} —or—one—hundred —thousand
dottars, whichever-is greater.))

(2) Incentive paynents to participants in a utility-owned community
solar project as defined in RCW 82.16.110(2)(a)(ii) may only account
for upto twenty-five percent of the total allowable credit. Incentive

E2SHB 1301 p. 10
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paynments to participants in a conpany-owned comunity sol ar project as
defined in RCW 82.16.110(2)(a)(iii) my only account for up to five
percent of the total allowable credit.

(3) The total credit clainmed under this section may not exceed the
tax that would ot herwi se be due under this chapter. Refunds ((shaH))
may not be granted in the place of credits. Expenditures not used to
earn a credit in one fiscal year may not be used to earn a credit in
subsequent years.

((&)) (4) For any light and_ power business that has clainmed
credit for anobunts that exceed the correct anmount of the incentive
payabl e under RCW82. 16. 120, the anpunt of tax agai nst which credit was
claimed for the excess paynents ((shall—be)) is imediately due and
payabl e. The departnment ((shalb)) nust assess interest but not
penal ties on the taxes against which the credit was clained. Interest
((shal—be)) is assessed at the rate provided for delinquent excise
t axes under chapter 82.32 RCW retroactively to the date the credit was
clainmed, and ((shal+)) accrues until the taxes agai nst which the credit
was clainmed are repaid.

((£3)—T ol i I hi . .
30—2020— Credits—ay—not—be—clatredalter—June—36—20621-)) (5) For
incentive paynents nade pursuant to RCW82.16.120, the authority of the
agency designated by the governor to_issue a voucher expires June 30,
2023.

(6) The total credits available under this section is the aggregate
of 0.5% of each participating |light and power businesses' annual
taxable power sales in_the immediately preceding calendar vyear.
Credits are available on a first-cone, first-served basis.

NEW SECTION. Sec. 5. A new section is added to chapter 82.16 RCW
to read as foll ows:

(1) The legislature finds that allowng utilities to finance and
own renewable energy systens may help achieve the objectives of
i ncreasing the nunber of renewable energy systens in the state and
i ncubating the developnent of the state's clean energy technol ogy
i ndustry. Third-party ownership is also a tool to increase access to
renewabl e energy systens for those residents and busi nesses who cannot
| everage sufficient capital to pay the full cost of a renewabl e energy

p. 11 E2SHB 1301
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system upfront. The legislature intends to nake a renewabl e energy
i nvest nent cost recovery incentive tax credit available to renewable
energy systens owned and financed by utilities.

(2) A qualifying utility, as defined in RCW 19.285.030(18), may
claima credit under this section for electricity generated by a sol ar
energy system that has a generating capacity of not nore than one
hundred kilowatts, is installed on the prem ses of a residential or
commercial retail electric custonmer of the qualifying utility in
Washi ngton, and is owned by the qualifying utility.

(3) The <credit allowed for solar energy systens owned by a
qualifying utility may not exceed 0.5% of the qualifying utility's
taxabl e power sales due under RCW 82.16.020(1)(b), or one hundred
t housand dol | ars, whi chever is greater.

(4) The credit that may be claimed by a qualifying utility for
power generated by a solar energy system is equal to the anount of
incentive paynment a comunity solar project with the sane power
generation, consunption, and system conponents woul d have been eligible
to receive under RCW 82.16. 120.

(5) The environnental attributes of the solar energy systembel ong
to the qualifying utility.

(6) The total credit clainmed under this section and RCW 82.16. 130
may not exceed the tax that would otherw se be due under this chapter.
Refunds nay not be granted in the place of credits. Expenditures not
used to earn a credit in one fiscal year may not be used to earn a
credit in subsequent years.

(7) For any qualifying utility that has clainmed credit for anounts
that exceed the correct amount of the incentive payable under RCW
82.16. 120, the anpunt of tax against which credit was clained for the
excess paynents is imedi ately due and payable. The departnent nust
assess interest but not penalties on the taxes against which the credit
was clainmed. Interest is assessed at the rate provided for delinquent
exci se taxes under chapter 82.32 RCW retroactively to the date the
credit was cl ainmed and accrues until the taxes agai nst which the credit
was clai med are repaid.

(8) The legislature intends to achieve the follow ng perfornmance
m |l estones as a result of the tax preference created in this section:

(a) Increased utilization of available tax credits at a growth rate
of five percent each year for the first five years of the program and
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(b) Inproved ability of consuners, regardless of their ability to
pay upfront for the full capital costs of a renewabl e energy system to
install renewable energy systens on their real property. Thi s
m | estone nust be tracked by requiring those applying to receive
i ncentive paynents for a systemowned or financed by a third party to
indicate in their application whether they woul d have had t he fi nanci al
ability to fully fund the upfront installation costs for a systemif
systens | eased fromthird-party owners had not been eligible to receive
the incentive.

(99(a) In the calendar year preceding the expiration of this
section, the joint legislative audit and review conmttee nust report
to the legislature on the effectiveness of the programin achieving the
obj ecti ves described in subsection (8) of this section.

(b) Upon request of the joint legislative audit and review
comm ttee, the departnent of revenue and ot her agencies nust cooperate
by providing any data or information requested.

(10)(a) The qualifying utility nust provide the custonmer on whose
prem ses a solar energy system is being installed a contract that
includes, but isnot limted to, the follow ng information:

(i) A guarantee of the mninmm annual kilowatt-hours that the
systemw || generate for the entire term of the contract;

(ii) In the case of a | ease, a clear paynent schedule with a total
anmount, inclusive of all fees, costs, and other charges, listed for
each nonth and for each year of the entire termof the | ease agreenent;

(tii1) An acknow edgnent that the utility is responsible for system
installation, repairs, and nonitoring for the duration of the

agr eenent;
(iv) Protections against danage to the custoner's property caused
by the system its installation, and renoval, including a clear

statenment of whose responsibility it is to pay any costs associ ated
With restoring the custonmer's property to its original condition after
removal of the systemat the end of the | ease term and

(v) A disclosure of the terms and conditions governing when the
property is sold or transferred.

(b) A qualifying utility nust provide the custonmer a separate
docunent with an easy to read, nontechnical summary of the provisions
requi red under (a) of this subsection.

p. 13 E2SHB 1301
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(c) The qualifying utility nmust conpile and nmake available to the
joint legislative audit and review conmttee a report of the average
price per kilowatt-hour of electricity generated by the systens
authorized in this section, as conpared to the average price per
kil owatt-hour of electricity generated by systens that received or are
receiving the incentive under RCW82. 16. 120.

(11) After Decenber 31, 2015, if in conpliance wth other
applicable law or rule, the agency designated by the governor may
aut hori ze renewabl e energy systens owned by third parties other than
utilities to qualify for the incentives created under RCW 82. 16. 120.
Nonutility third-party owners of renewable energy systens nmay only be
authorized to receive the incentives if, in the agency's determ nation,
based on objective criteria, such ownership is consistent with the
| egislature's objectives as established in section 2 of this act and
subsection (1) of this section. The agency, in making its
determ nation, nust hold neetings with interested parties, and provide
notice and an opportunity for public coment.

NEW SECTION. Sec. 6. A new section is added to chapter 80.28 RCW
to read as foll ows:

(1)(a) Upon request by an electrical conpany, the conm ssion nmay
approve a tariff allowng the conpany to recover its costs from
acquiring, installing, operating, and mintaining cost-effective
distributed solar energy systens at the premses of retail electric
custoners of the conpany.

(b) The cost basis for a distributed solar energy system nust
i nclude, but may not be limted to:

(i) A fair return on common equity equal to the return that the
comm ssion has authorized for the conpany's other capital assets;

(ii) The cost of debt incurred for investnents nmade in the
acquisition, installation, operation, and maintenance of distributed
sol ar energy systens; and

(ii1) Any reasonable incentive the conpany may offer to a retai
el ectric custonmer to secure the right to place a distributed solar
energy systemon their prem ses.

(c) Costs incurred by the conpany to acquire, install, operate, and
mai ntain a distributed sol ar energy systemnust be of fset by:

E2SHB 1301 p. 14
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(i) The value of an investnent cost recovery incentive payable to
t he conpany under sections 5 and 6 of this act;

(i1) The estimated val ue of renewabl e energy credits produced by
di stributed sol ar energy systens owned by the conpany; and

(ti1) The value of any other state and federal tax credits that may
accrue to the conpany fromthe production of energy froma distributed
sol ar energy system

(d) If the conpany determ nes that a custoner or class of custoners
shoul d contribute a reasonable amount to the electrical utility's cost
of acquiring, installing, operating, and nmaintaining a distributed
sol ar energy systemin order for the systemto be cost-effective, it
may specify the anount of the contribution in its tariff. The
comm ssion nay approve or deny the conpany's request to include a
custoner contribution in the tariff, or revise the contribution
requi renment to an anount that will not increase financial risk to the
conpany's shareholders or other custonmers. The comm ssion may only
deny the request for a customer contribution upon a finding that the
tariff is fair, just, reasonable, and sufficient w thout the custoner
contribution requirenent.

(e)(i) Once the conpany has recovered its costs under the tariff,
the distributed solar energy systemis no | onger necessary and usef ul
to the conpany pursuant to RCW80.12.020. The tariff nust specify the
terms and conditions, including guidelines for establishing a fair
mar ket val ue, under which a custonmer may purchase the distributed sol ar
energy systemlocated at its prem ses after the conpany has recovered
its costs under the tariff. Once the conpany has recovered its costs
under the tariff, it may convey ownership of a distributed sol ar energy
system without cost to a retail electric custoner who has made a
contribution under (d) of this subsection.

(ii1) Any paynents received by a conpany from the sale of
distributed solar energy systens nust be deposited in a segregated
account to be used by the conpany to suppl enent any other neasures it
may use under (c) of this subsection to offset costs incurred by the
conpany to acquire, install, operate, and maintain a distributed solar
energy system

(2) A distributed solar energy system that has been installed
pursuant to this section is not eligible for net nmetering under chapter
80. 60 RCWwhi l e the systemis owned by the conpany.

p. 15 E2SHB 1301
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(3) For the purposes of this section:

(a) "Cost-effective" neans, at the tinme a distributed solar energy
systemis placed in the rate base, the distributed solar energy system
is reasonably expected to generate energy at a total increnental system
cost, per unit of energy delivered to end use, that is less than, or
equal to, the conparable cost fromthe | owest reasonable cost eligible
renewabl e resource, as identified in the conpany's |ast conpleted
i ntegrated resource plan under chapter 19.280 RCW consi dering:

(i) The value of an investnent cost recovery incentive payable to
t he conpany under RCW 82. 16. 120;

(i1) The estimated val ue of renewable energy credits produced by
di stributed sol ar energy systens owned by the conpany;

(ti1) The value of any other state and federal tax credits that may
accrue to the conpany fromthe production of energy froma distributed
sol ar energy system and

(tv) The financial contribution that may be required from a
custoner pursuant to subsection (1)(d) of this section.

(b) "Distributed solar energy system neans any device or
conbi nati on of devices or elenents that relies upon direct sunlight as
an energy source for use in the generation of electricity and has an
el ectrical generating capacity of not nore than five kilowatts, when
the nmeter holder is a residential retail electric custoner, and not
nmore than one hundred kilowatts, when the nmeter holder is a comerci al
retail electric custoner.

(c) "Eligible renewabl e resource” has the sanme neaning as defined
under RCW19. 285. 030.

(4) This section expires Decenber 31, 2020.

NEW_ SECTION. Sec. 7. 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.

NEW SECTION. Sec. 8. This act is necessary for the immediate
preservation of the public peace, health, or safety, or support of the
state governnent and its existing public institutions, and takes effect

E2SHB 1301 p. 16
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