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AN ACT relating to the encouragement of investment in clean coal energy generation.

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)
It is the intent of the General Assembly that public policy of the Commonwealth encourage clean coal electric generation, and encourage utility investment in clean coal generation. This policy declaration recognizes, and is in response to, the vital role Kentucky coal plays in the economy of the Commonwealth and the importance of coal production revenues in funding vital services. It further recognizes the attrition of a utility's earnings that is caused by the regulatory lag of traditional base rate procedures when investing in and constructing base load generation facilities, and the federal and state environmental requirements on coal-fired electric generation facilities, and the need to protect the environment with clean coal generation while also maintaining reasonable electric rates within the Commonwealth.

(2)
As used in this section, "clean coal generation" means generation facilities utilizing available, feasible technology, including precombustion treatment of coal, that:

(a)
Directly or indirectly reduces airborne emissions of sulfur, mercury, nitrogen oxides, or other regulated air emissions associated with the combustion or use of coal; and

(b)
Either meets the requirements of "advanced coal-based generation technology" as defined in the 2005 Energy Policy Act (P.L. 109-58) 119 Stat. 594, or has been selected by the United States Department of Energy for funding under the Innovative Clean Coal Technology Program after December 31, 2005.

(3)
Notwithstanding any other provision of this chapter, a utility shall be entitled to the current recovery of all reasonable costs of investing in, constructing, and acquiring clean coal generation facilities that are located in the Commonwealth and capable of burning Kentucky coal, and any related facilities, including interconnection and transmission facilities, until the earlier of the issuance of the order pursuant to KRS 278.190 as set forth in subsection (5) of this section, or twelve (12) months after being placed into operation or being ready for service. These costs shall include a reasonable return on construction and other capital expenditures for any clean coal generation and related facilities incurred after the effective date of this section.

(4)
Recovery of costs pursuant to subsection (3) of this section that are not already included in existing rates shall be by a clean coal generation surcharge to existing rates, imposed as an adjustment to customer bills no earlier than the second month following the month in which such costs are incurred. Each utility, before imposing a clean coal generation surcharge pursuant to this subsection, shall have obtained a certificate of convenience and necessity under KRS 278.020(1) and shall file a separate application in support of a tariff containing the terms and conditions of, and the ratemaking formula for, a proposed surcharge to be applied to customers' bills. The application shall also include the utility's testimony concerning a reasonable return on construction and other capital expenditures as provided for in subsection (3) of this section. Within six (6) months of the clean coal generation surcharge filing, the commission shall conduct a hearing in order to:

(a)
Consider and approve the clean coal generation surcharge if it is found to be reasonable;

(b)
Establish a reasonable return on capital expenditures; and

(c)
Approve the application if the surcharge is found reasonable.

(5)
The amount of the monthly surcharge shall be filed with the commission not later than ten (10) days before it is scheduled to go into effect, along with any supporting data and information as may be required by the commission to justify the monthly amount of the surcharge. At twelve-month intervals the commission shall review the operation of the surcharge and, after hearing as ordered, shall by temporary adjustment in the surcharge disallow any surcharge amounts found not just and reasonable, and reconcile past surcharges with actual costs recoverable pursuant to this section. The utility shall file a rate case pursuant to KRS 278.190 within one hundred eighty (180) days before or after the generating facility is placed in operation or is ready for service.

(6)
The commission shall retain all jurisdiction granted by this section and KRS 278.020 to review the generation surcharge authorized by this section and any complaints relating to the amounts of any generation surcharge.
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