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AN ACT relating to air quality.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 278 IS CREATED TO READ AS FOLLOWS:

(1)
The commission shall require electric utilities to:

(a)
Inform all Kentucky coal operators of a utility's request for bids on a purchase coal contract; and
(b)
Require the bidder to disclose the amount of coal severance and unmined minerals tax to be remitted to the Commonwealth under KRS 132.820 and 143.020 on the coal specified in the bid for the purchase coal contract.
(2)
When conducting a review of a utility's coal purchase contract for the purpose of disallowing any portion of the contract price in the utility's rates, the commission shall require the utility to:

(a)
Identify any Kentucky suppliers that submitted bids for the utility's consideration; and

(b)
Submit the bids by suppliers that remit tax to the Commonwealth under KRS 132.820 or 143.020 to the commission when it submits the original purchase coal contract for commission review.

(3)
If the utility accepts a bid from a supplier that does not remit a tax under KRS 132.820 or 143.020, the commission shall:

(a)
Determine the amount of coal severance and unmined minerals tax lost to the Commonwealth for the purchase coal contract under commission review; 

(b)
Apply the tax lost as an offset to be added to the contract price for the coal. The commission may determine an appropriate ceiling for the tax loss offset; and

(c)
Compare the lowest bid by a supplier that remits tax to the Commonwealth under KRS 132.820 or KRS 143.020 to the contract price for the coal after adding the offset prescribed in paragraph (b) of this subsection.

(4)
The commission, after comparing bids in subsection (3)(c) of this section, may disallow any portion of the contract price that is greater than the lowest bid for a supplier that remits a tax under KRS 132.820 or 143.020.
(5)
In determining the reasonableness of a purchase coal contract, the commission may develop a method to consider:

(a)
Macroeconomic factors such as the associated value of the coal contract on the local economy in the form of lost wages and benefits; and 

(b)
Any environmental costs pursuant to the contract that would require the utility to purchase additional nitrogen oxide (NOx) allowances that would otherwise not be needed to meet emissions limitations if another bid were accepted.
(6)
The commission shall promulgate administrative regulations to implement the provisions of this section.
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