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AN ACT relating to alternative energy.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

SECTION 1.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

As used in Section 2 of this Act, "qualifying alternative energy property" means property used to generate power from solar radiation, wind, or geothermal energy. The term includes the components of active solar systems, passive solar systems, wind energy systems, and geothermal energy systems, as defined in subsections (1) through (4) of this section. 

(1)
"Active solar system" means a system of equipment capable of collecting and converting solar radiation into thermal, mechanical, or electrical energy, and of transferring these forms of energy to storage or the point of use. It includes water heating, space heating or cooling, and the generation of electrical or mechanical energy. Transfer or storage components are included, except for those which would be required regardless of the energy source being used. 

(2)
"Passive solar system" means a direct thermal system which utilizes the structure of a building and its operable components to collect, store, and distribute heating or cooling during the appropriate times of the year, by utilizing the climate resources available at the site. It includes those portions or components of a building that are expressly designed and required for the collection, storage, and distribution of solar energy. Structural components of a building which also are used as part of the energy system, such as supporting walls used also for heat storage, are included only if and to the extent that their cost exceeds that of conventional construction. Multipurpose components shall include but not be limited to windows or attached greenhouses, if designed as part of a solar system and if south facing. Multipurpose components shall be included for half of their cost. 

(3)
"Wind energy system" means a system of equipment capable of intercepting and converting wind energy into mechanical or electrical energy and of transferring these forms of energy to the point of use or storage. It does not include those storage or transfer components which would be required regardless of the energy source being used. Wind equipment used to produce power for transportation is excluded. 

(4)
"Geothermal energy system" means a system of equipment necessary to transmit or use natural heat from the earth to provide hot water, produce electricity, or generate heating or cooling for use within a building. This includes hydrothermal energy systems. It does not include those storage or transfer components which would be required regardless of the energy source being used.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 141 IS CREATED TO READ AS FOLLOWS:

(1)
There shall be allowed as a credit against the taxes imposed by KRS 141.020 and 141.040 an amount equal to fifteen percent (15%) of the expenditures, including installation cost, but excluding any finance charges, for qualifying alternative energy property installed on premises in Kentucky which are owned or controlled by the taxpayer. The maximum credit which may be claimed by any taxpayer shall be fifteen hundred dollars ($1,500) during the period specified in subsection (12) of this section. A system or component or piece of equipment shall not be eligible more than once for the credit provided in this section. 

(2)
The credit in this section may be claimed for the taxable year in which the installation is completed. The credit may be claimed only for expenditures made during the taxable year for which the credit is claimed or during the immediately preceding taxable year, but not for expenditures made before January 1, 2005. 

(3)
In the case of a husband and wife who file separate returns, the credit may be taken by either, or divided equally, but the combined credit shall not exceed fifteen hundred dollars ($1,500). 

(4)
In the case of a partnership, of which one (1) or more of the partners are liable for the tax imposed under KRS 141.020, the amount of the credit each partner may claim shall be allocated in the same ratio as profits and losses are shared in the partnership, but the combined credit shall not exceed fifteen hundred dollars ($1,500). 

(5)
A builder who installs qualifying alternative energy property in a building constructed for resale may elect himself to claim the credit allowed in this section, or may provide the purchaser with necessary documentation or certification so that the purchaser may claim the credit. The credit shall not be claimed by both the builder and the purchaser. 

(6)
In the case where the credit allowed in this section exceeds the tax due for the taxable year, that portion of the credit which exceeds the tax due may be carried over to the succeeding taxable years until the allowable credit has been fully exhausted, or until the credit has been claimed for three (3) successive years, whichever comes first.

(7)
This tax credit shall not apply to trusts or estates. 

(8)
Before any tax credit can be claimed under the provisions of this section, the Environmental and Public Protection Cabinet must certify that the taxpayer's system is a viable system for using solar, wind, or geothermal energy and documentation must be provided that the system has been completely installed. Any fee charged by the cabinet for review and certification of a system shall not exceed ten dollars ($10).

(9)
The Environmental and Public Protection Cabinet may promulgate such rules and regulations as necessary to maintain commonly accepted energy equipment standards, to effectively conform to the definition of qualifying alternative energy property in Section 1 of this Act, and to administer the certification requirements in this section. The regulations, including those describing the application procedure, shall be written in nontechnical language understandable to lay citizens untrained in engineering, architecture, or other technical fields. 

(10)
With the exception of the certification requirements delegated to the Environmental and Public Protection Cabinet by this section, the Finance and Administration Cabinet may promulgate such rules and regulations as necessary to effectively administer the requirements of Sections 1 and 2 of this Act. 

(11)
All regulations necessary to implement Sections 1 and 2 of this Act shall be filed with the Legislative Research Commission in accordance with KRS Chapter 13A by September 1, 2006.

(12)
The provisions of Section 1 and Section 2 of this Act shall apply to the taxable years beginning on or after January 1, 2006.

Section 3.   KRS 278.465 is amended to read as follows:

As used in KRS 278.465 to 278.468:

(1)
"Eligible customer-generator" means a customer of a retail electric supplier who owns and operates an electric generating facility that is located on the customer's premises, for the primary purpose of supplying all or part of the customer's own electricity requirements.

(2)
"Eligible electric generating facility" means an electric generating facility that:

(a)
Is connected in parallel with the electric distribution system;

(b)
Generates electricity using one or more of the following technologies:

1.
Solar, hydroelectric, wind, landfill gas, or biogas generated from the anaerobic digestion of agricultural waste;

2.
A fuel cell fueled by hydrogen, methane, or methanol; or

3.
A combined heating and power system, or combined heating, refrigeration, and power system that is fueled by hydrogen, methane, natural gas, or propane;[solar energy; and]
(c)
Has a rated capacity of not greater than fifteen (15) kilowatts.

(3)
"Kilowatt hour" means a measure of electricity defined as a unit of work of energy, measured as one (1) kilowatt of power expended for one (1) hour.

(4)
"Net metering" means measuring the difference between the electricity supplied by the electric grid and the electricity generated by an eligible customer-generator that is fed back to the electric grid over a billing period.

Section 4.  KRS 278.466 is amended to read as follows:

(1)
Each retail electric supplier shall make net metering available to any eligible customer-generator that the supplier currently serves or solicits for service. If the cumulative generating capacity of net metering systems reaches one tenth of one percent (0.1%) of a supplier's single hour peak load during the previous year, the obligation of the supplier to offer net metering to a new customer-generator may be limited by the commission.

(2)
Each retail electric supplier serving a customer with eligible electric generating facilities shall use a standard kilowatt-hour meter capable of registering the flow of electricity in two (2) directions. Any additional meter, meters, or distribution upgrades needed to monitor the flow in each direction shall be installed at the customer-generator's expense. If additional meters are installed, the net metering calculation shall yield the same result as when a single meter is used.

(3)
The amount of electricity billed to the eligible customer-generator using net metering shall be calculated by taking the difference between the electricity supplied by the retail electric supplier to the customer and the electricity generated and fed back by the customer over an annual billing period. If time-of-day or time-of-use metering is used, the electricity fed back to the electric grid by the eligible customer-generator shall be net-metered and accounted for at the specific time it is fed back to the electric grid in accordance with the time-of-day or time-of-use billing agreement currently in place.

(4)
Each net metering contract or tariff shall be identical, with respect to energy rates, rate structure, and monthly charges, to the contract or tariff to which the same customer would be assigned if the customer were not an eligible customer-generator.

(5)
The following rules shall apply to the billing of net electricity:

(a)
The net electricity produced or consumed during a billing period shall be read, recorded, and measured in accordance with metering practices prescribed by the commission;

(b)
If the electricity supplied by the retail electric supplier exceeds the electricity generated and fed back to the supplier during the billing period, the customer-generator shall be billed for the net electricity supplied in accordance with subsections (3) and (4) of this section;

(c)
If the electricity fed back to the retail electric supplier by the customer-generator exceeds the electricity supplied by the supplier during a billing period, the customer-generator shall be credited for the excess kilowatt hours in accordance with subsections (3) and (4) of this section. This electricity credit shall appear on the customer-generator's next bill;

(d)
If a customer-generator closes his account, no cash refund for residual generation-related credits shall be paid; and

(e)
Excess electricity credits are not transferable between customers or locations.

(6)
Electric generating systems and interconnecting equipment used by eligible customer-generators shall meet all applicable safety and power quality standards established by the National Electrical Code (NEC), Institute of Electrical and Electronics Engineers, and accredited testing laboratories such as Underwriters Laboratories.

(7)
An eligible customer-generator installation is transferable to other persons or service locations upon notification to the retail electric supplier and verification that the installation is in compliance with the applicable safety and power quality standards in subsection (6) of this section.
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