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AN ACT relating to natural gas as a transportation fuel.

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

Section 1.   KRS 152.715 is amended to read as follows:

As used in KRS 152.710 to 152.720, unless the context requires otherwise:

(1)
"Alternative transportation fuels" means:

(a)
Before August 1, 2010, crude oil or transportation fuels produced by processes that:

1.
Convert coal, waste coal, or biomass resources; or

2.
Extract oil from oil shale or tar sands;


to produce crude oil or fuels for powering vehicles, aircraft, and machinery; and

(b)
On or after August 1, 2010:

1.
Crude oil or transportation fuels produced by processes that:

a.
Convert coal, waste coal, or biomass resources; or

b.
Extract oil from oil shale or tar sands;


to produce crude oil or fuels for powering vehicles, aircraft, and machinery;

2.
Liquefied or compressed fuel produced from natural gas; or

3.
Liquefied petroleum gas produced from natural gas or natural gas liquids.


"Alternative transportation fuels" may include but are not limited to natural gas derived from wells, petroleum, jet fuel, gasoline, diesel fuel, hydrogen derived from coal, and diesel fuel and ethanol derived from biomass;

(2)
"Synthetic natural gas" means pipeline quality or industrial quality natural gas produced from coal through gasification processes;

(3)
"Fossil energy resources" means reserves of coal, oil shale, and natural gas; and

(4)
"Biomass resources" means any organic matter that is available on a renewable or recurring basis, including agricultural crops and trees; wood and wood residues; plants, aquatic plants, and plant oils; grasses; animal fats and animal by-products; animal manure; residue materials; and waste products.

Section 2.   KRS 152.720 is amended to read as follows:

To ensure that Kentucky will lead the states in securing the energy independence of the United States and will consequently benefit from economic growth and stabilization of the Commonwealth's coal industry and agriculture, the Department for Energy Development and Independence shall develop and implement a strategy for production of alternative fuels and synthetic natural gas from fossil energy resources and biomass resources. The strategy shall address:

(1)
Technologies available or in use for producing alternative fuels and synthetic natural gas from fossil energy resources and biomass resources and the relative advantages of these in terms of process efficiencies, environmental performance, and marketable products, including chemicals, industrial feedstocks, and electricity;

(2)
Research, demonstration, and commercial-scale construction and operation of one (1) or more technologies, and follow-up expansion;

(3)
The essential nature of efficient cooperation, coordination, and synergy between the efforts of the Department for Energy Development and Independence and those of Kentucky's private and public universities and colleges in order to maximize Kentucky's opportunities to access federal funds and to receive research grants and awards from federal and other sources to fund the development of clean coal technology, coal-to-liquid-fuel conversion, synthetic natural gas, alternative transportation fuels, and biomass resources;

(4)
The identification of federal funds available for research, development, construction, and operation of alternative fuels or synthetic natural gas plants at laboratory, demonstration, and commercial scale;

(5)
Establishment of a major federal energy research laboratory in Kentucky;

(6)
Industry participation, both by single firms and by consortia, in research, development, construction, and operation of alternative transportation fuels or synthetic natural gas plants;

(7)
Establishment or expansion of Kentucky state government incentives for development, construction, or operation of alternative transportation fuels and synthetic natural gas production facilities, including but not limited to financial incentives, tax incentives, mandating or providing incentives for use of alternative transportation fuels and synthetic natural gas by state government, school districts, or utilities, authority to issue bonds, and acquisition and preliminary environmental assessment of industrial sites; and

(8)
Development of incentives to encourage energy conservation and renewable fuel and energy use and deployment of renewable energy, including solar power, wind power, hydropower, and other sources.

Section 3.   KRS 154.20-400 is amended to read as follows:

As used in KRS 154.20-400 to 154.20-420:

(1)
"Alternative fuels" means:

(a)
Alternative transportation fuels as defined in KRS 152.715;

(b)
Synthetic natural gas as defined in KRS 152.715;

(c)
Biodiesel produced from biomass resources as defined in KRS 152.715 that is used for purposes other than transportation fuel;

(d)
Ethanol as defined in KRS 141.422;

(e)
Cellulosic ethanol as defined in KRS 141.422; and

(f)
Any other fuel that is produced from a renewable or sustainable source;

(2)
"Eligible company" means any corporation, limited liability company, partnership, limited partnership, sole proprietorship, business trust, person, group, governmental entity, or other entity engaged in research and development and commercialization related to, or the production of, alternative fuels or renewable energy;

(3)
"Kentucky-based" means a business with its principal place of business in Kentucky or at least fifty-one percent (51%) of its property and payroll located in Kentucky;

(4)
"Qualified company" means an eligible company that may be granted funding pending final approval;

(5)
"Renewable energy" means electricity produced by hydropower, solar power, landfill methane gas, wind power, geothermal, biomass, or other renewable sources; and

(6)
"Science and technology organization" means an independent, nonprofit quasi-governmental organization with a statewide mission and demonstrated history of managing complicated programs in the areas of entrepreneurial innovation, research and development, and science and technology advancement.

Section 4.   KRS 154.20-415 is amended to read as follows:

(1)
There is created in the cabinet a Kentucky Alternative Fuel and Renewable Energy Fund Program to provide funding to Kentucky-based companies to undertake research and development and commercialization work in the area of alternative fuels and renewable energy.

(2)
The purpose of the Kentucky Alternative Fuel and Renewable Energy Fund Program is to:

(a)
Accelerate knowledge transfer and technological innovation, improve economic competitiveness, and spur economic growth of Kentucky-based companies involved in the areas of alternative fuels or renewable energy;

(b)
Support research and development activities that have clear potential to lead to commercially successful products, processes, or services in the areas of alternative fuels or renewable energy within a reasonable period of time;

(c)
Stimulate growth-oriented alternative fuel and renewable energy enterprises within the Commonwealth;

(d)
Encourage partnerships and collaborative projects between private enterprises, Kentucky's private and public universities and colleges, and research organizations in alternative fuels and renewable energy; and

(e)
Promote research and development and commercialization activities in alternative fuels and renewable energy that are market-oriented.
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