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Beginning on page 1, line 3, and continuing through page 8, line 23, by deleting all text and inserting in lieu thereof the following:

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

To encourage the recruitment and retention of industrial plants in the Commonwealth that are large consumers of electric power, the commission, under Sections 1 to 4 of this Act, shall establish special rates that are necessary to retain existing operations or encourage expanded operation of large industrial consumers of electricity.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 278 IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 4 of this Act:

(1)
"Commission" means the Public Service Commission of Kentucky;

(2)
"Large industrial consumer of electricity" means an industrial facility with an electric load that, under normal operating conditions, is three hundred megawatts (300 MW) or more with a load factor of ninety-five percent (95%) or more;

(3)
"Load factor" means the quotient of X divided by Y, where:

(a)
"X" is the average monthly usage in megawatt hours; and

(b)
"Y" is the monthly peak demand in megawatts multiplied by the number of hours in the month;

(4)
"Revenue shortfall" means X minus Y, where:

(a)
"X" is the serving utility's revenue requirement to serve large industrial consumers of electricity at a cost of service rate from its system without any subsidy, less the revenues that would be received from large industrial consumers of electricity under the special rate tariff; and

(b)
"Y" is the serving utility's gross margin, meaning revenue at a cost of service rate from its system without any subsidy less variable cost, if the serving utility were to serve the large industrial consumers of electricity at that rate:

1.
Reduced by all savings available to the serving utility from not operating generation on a temporary basis if the large industrial consumer of electricity were not operating; and

2.
Further reduced by the margin on off-system sales if the generation were operating and the output was available for sale;


and which shall be subject to review, validation, and final determination, by the commission as part of a special rate proceeding;

(5)
"Serving utility" means a generation and transmission cooperative corporation and all of its member cooperative corporations if a retail electric supplier is a cooperative corporation that is a member of a generation and transmission cooperative corporation; and

(6)
"Special rate" means a tariff rate for a large industrial consumer of electricity that, while service at the rate is provided from the serving utility’s resources, includes only the following components:

(a)
The Day Ahead or Real Time market price, as scheduled at the direction of the large industrial consumer of electricity, at the RTO/ISO market hub nearest to the point of delivery applied to the large industrial consumer of electricity's load; and

(b)
The charges that would apply for transmission, capacity, and any necessary ancillary services if such energy were delivered from the hub to the consumer’s facility.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 278 IS CREATED TO READ AS FOLLOWS:

(1)
A large industrial consumer of electricity may file a petition with the commission to establish a special rate tariff. Upon request, the serving utility shall promptly provide to the large industrial consumer of electricity, on a confidential basis, all information necessary to prepare that filing.

(2)
If the large industrial consumer of electricity filing the petition qualifies under Sections 1 to 4 of this Act, the commission shall enter an order establishing a special rate and requiring the serving utility to serve, directly or indirectly, the full requirements of such large industrial consumer of electricity at the special rate. This order shall be entered no later than the earlier of:

(a)
Sixty (60) days after the filing of the petition; or

(b)
Upon the conclusion of any other rate case pending before the commission which is required to establish any information that is necessary and essential to the commission's taking action on the special rate proceeding.

(3)
In order to qualify for a special rate, a large industrial consumer of electricity shall demonstrate that:

(a)
With the special rate, the large industrial consumer of electricity agrees to operate the industrial facility for a minimum of five (5) years;

(b)
1.
For an existing facility, full-time employment at the facility will remain at the same or higher level than that which existed on January 1, 2013, provided that attrition up to ten percent (10%) of the January 1, 2013, employment level will be allowed; or

2.
For a new facility, full-time employment shall be maintained at five hundred (500) or more employees;

(c)
The applicant agrees to provide collateral in support of its obligations under a special rate tariff and Sections 1 to 4 of this Act, as determined by the commission; and

(d)
The applicant meets the definition of a large industrial consumer of electricity under Section 2 of this Act.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 278 IS CREATED TO READ AS FOLLOWS:

(1)
In a proceeding in which the commission establishes a special rate tariff for a large industrial consumer of electricity, the commission shall:

(a)
Determine the amount of any revenue shortfall occurring due to the special rate. If the commission’s determination of the revenue shortfall is not acceptable to the large industrial consumer of electricity, or at any time becomes unacceptable to the consumer for any reason, then the consumer may terminate its purchases under the special rate tariff and shall have no further obligations under Sections 1 to 4 of this Act;

(b)
Project the amount of total payments generated from tax credits that are available to the serving utility through the tax credit program established in this section and Sections 5 to 7 of this Act. To make this projection, the Department of Revenue shall review relevant information relating to the petition filing, and any adjustments made relating to it at any time, and shall calculate and report to the commission a projection of the amount of total payments generated from tax credits that will be available to the serving utility based on qualifying purchases of coal;

(c)
Allocate, on a monthly basis, to the large industrial consumers of electricity served under the special rate tariff the revenue shortfall, and allocate any payments made to the serving utility through the tax credit program to the serving utility's other customers as a monthly bill credit;

(d)
Provide that the special rate tariff shall continue for as long as the large industrial consumer of electricity meets the qualifications in subsection (3) of Section 3 of this Act for a special rate, not to exceed a period of five (5) years;

(e)
Provide in the special rate tariff that, subject to verification by the commission:

1.
The large industrial consumer of electricity may terminate service under the special rate tariff, and its obligations under Sections 1 to 4 of this Act, if in relation to its facility being served under the special rate tariff it incurs net losses in any month, or any period of consecutive months not to exceed twelve (12) months, that exceed four percent (4%) of the large industrial consumer of electricity's annual revenues in the calendar year preceding the consumer's first use of the special rate in relation to its facility being served under the special rate tariff; and

2.
To the extent the large industrial consumer of electricity's annual net income, in relation to the facility being served under the special rate tariff, in any calendar year exceeds four percent (4%) of the consumer's annual revenues in the calendar year, in relation to the facility being served under the special rate tariff, preceding its first use of the special rate, the consumer shall contribute ten percent (10%) of that excess to the serving utility, to be distributed as a credit to the serving utility's other customers; and

(f)
Establish the amount of collateral required to be provided by the large industrial consumer of electricity to the serving utility in respect to the service to be provided.

(2)
The commission may employ competent, qualified independent consultants to assist the commission in its review of a petition for a special rate tariff under Sections 1 to 4 of this Act. The cost of the consultant may be charged to the industrial consumer of electricity filing the petition, as ordered by the commission.

(3)
As ordered by the commission, a special rate tariff may allow for periodic adjustments, based on the calculated special rate and other factors. The adjustments may be in the nature of a surcharge or credit clause, or otherwise as ordered by the commission.

(4)
The commission's projection of the total payments generated from tax credits that are available to the serving utility on which it relies in establishing the surcharge or rate credit to a serving utility’s other customers, which shall be based on calculations reported by the Department of Revenue pursuant to subsection (1)(b) of this section, shall constitute an award of credit to each entity supplying Kentucky coal to the serving utility offering the special rate in the amount allocated to that supplier by the serving utility. The allocated share shall be calculated by the affected serving utility, subject to the approval of the commission and shall be based on the amount of Kentucky coal supplied to the serving utility by the relevant supplier.

(5)
The commission shall report to the Legislative Research Commission the amount of all tax credits employed pursuant to this section and Sections 5 to 7 of this Act in each calendar year.

(6)
Sections 5 to 7 of this Act shall apply to tax credits awarded by the commission.

(7)
The total aggregate amount of credits available to all suppliers of Kentucky coal pursuant to this section shall not exceed twenty million dollars ($20,000,000) in any calendar year.

(8)
If the full amount of the twenty million dollars ($20,000,000) in credits allowed by this section is not allocated and claimed in any calendar year, during all periods when a special rate is in effect for any one (1) or more eligible large industrial consumers of electricity, then the unused credits may be carried forward for use in a subsequent taxable year, provided that the maximum aggregate amount of unused credits that may be carried forward to subsequent taxable years shall not exceed fifteen million dollars ($15,000,000) at any time. In no event may the amount of credits allocated and claimed in any single taxable year, including unused credits that have been carried forward, exceed thirty-five million dollars ($35,000,000).

(9)
Each supplier of Kentucky coal claiming any tax credit awarded pursuant to this section shall, as a condition of receiving that credit, make payment equal to ninety-seven percent (97%) of the amount of that credit to the serving utility providing electric power to the special rate customer whose special rate required the funding generated by that tax credit, as determined by the commission. The payment made to the serving utility shall not be treated as an adjustment to the price of coal sold to the serving utility.

(10)
Payment to the serving utility shall be made no later than the time at which the tax against which the credit is taken would have been due and payable to the state under KRS 143.030.

(11)
The three percent (3%) differential between a supplier's tax credit and its required payment to the serving utility is intended as an inducement to the supplier to participate in the tax credit and required payment program pursuant to Sections 1 to 4 and 5 to 7 of this Act, and may be retained by the taxpayer as compensation for the costs of participation.

(12)
Each supplier of Kentucky coal that elects to participate in this tax credit and required payment program shall notify the Department of Revenue of its election to participate at the time and in the manner prescribed by the department.

SECTION 5.   A NEW SECTION OF KRS CHAPTER 143 IS CREATED TO READ AS FOLLOWS:

(1)
As used in Sections 5 to 7 of this Act:

(a)
"Commission" means the Public Service Commission of Kentucky;

(b)
"Large industrial consumer of electricity" has the same meaning as in Section 2 of this Act;

(c)
"Special rate" has the same meaning as in Section 2 of this Act; and

(d)
"Serving utility" has the same meaning as in Section 2 of this Act.

(2)
The General Assembly hereby finds and declares that it is in the public interest for the Commonwealth to:

(a)
Assist eligible large industrial consumers of electricity pursuant to Sections 1 to 4 of this Act;

(b)
Encourage those large industrial consumers of electricity to locate, remain in operation, or resume operation in the Commonwealth on a long-term basis, by requiring utilities to sell power to such consumers at market-based rates; and

(c)
Utilize a portion of the coal severance and processing tax revenues to reduce any rate impact on other consumers.

SECTION 6.   A NEW SECTION OF KRS CHAPTER 143 IS CREATED TO READ AS FOLLOWS:

(1)
Every taxpayer which:

(a)
Is a supplier of coal to a Kentucky electric serving utility providing a special rate to one (1) or more eligible large industrial consumers of electricity pursuant to Sections 1 to 4 of this Act;

(b)
Is subject to the tax imposed by KRS 143.020; and

(c)
Has been awarded a tax credit by the commission pursuant to Sections 1 to 4 of this Act;


shall be entitled to a credit against the tax imposed by KRS 143.020 as provided in this section, in the amount determined by the commission pursuant to Section 4 of this Act.

(2)
The credit permitted in this section shall be claimed prior to the application of any other credits against the tax imposed by KRS 143.020, and shall be subject to the following limitations:

(a)
The credit allowed by this section shall only be available when an eligible large industrial consumer of electricity receives a special rate from a serving utility, and when the commission has awarded a credit, pursuant to Sections 1 to 4 of this Act; and

(b)
The total amount of credits available to any single taxpayer in a given calendar year shall not exceed fifty percent (50%) of that taxpayer's tax liability for the tax imposed by KRS 143.020, so as to preserve undiminished:

1.
The fifty percent (50%) portion of total coal severance and processing tax revenues that is transferred and deposited into the local government economic development fund pursuant to KRS 42.4582; and

2.
The fifteen percent (15%) portion of total coal severance and processing tax revenues that is transferred and deposited into the local government economic assistance fund pursuant to KRS 42.4585.


For purposes of those transfers, and the allocations of funds to counties pursuant to KRS 42.4592 and 42.470, any amount of tax credit claimed by a taxpayer shall be deemed to be a reduction in only that portion of the taxpayer's tax liability that would have been retained in the general fund, and not transferred into the local government economic development fund and the local government economic assistance fund and allocated to counties, if no credit had been claimed and the full, unreduced tax liability had been paid by the taxpayer. Allocations to counties pursuant to KRS 42.4592 and 42.470 shall continue to be made based on the full, unreduced tax liability as if no credit had been claimed.

(3)
If, in any year, the taxpayers that are entitled to receive credits pursuant to this section cannot or do not claim credits in an amount equal to the amount of credits designated by the commission, then the affected serving utility may reallocate the unclaimed credits, to any taxpayer that is subject to paying the tax imposed by KRS 143.020. The reallocation shall be subject to the approval of the commission. Taxpayers receiving the reallocation shall comply with the requirements and procedures set forth in Sections 5 to 7 of this Act.

(4)
(a)
Sections 5 to 7 of this Act shall be effective for tax years beginning on or after January 1, 2013.

(b)
The credits allowed under Sections 5 to 7 of this Act shall not become available for any purpose prior to the commission's first approval of a special rate for an eligible large industrial consumer of electricity.
SECTION 7.   A NEW SECTION OF KRS CHAPTER 143 IS CREATED TO READ AS FOLLOWS:

(1)
Notwithstanding KRS 131.190 or any other provision of law to the contrary, the department shall provide updated notification to the commission of the identity of taxpayers from which it has received notification of voluntary participation, and other information necessary for the efficient and accurate administration of Sections 5 to 7 of this Act.

(2)
Notwithstanding any provision of law to the contrary, the commission shall disclose to the department information necessary for the efficient and accurate administration of Sections 5 to 7 of this Act. This information may be provided to the utilities by the commission for the purpose of calculating, pursuant to Section 4 of this Act, the allocated share of tax credits that are available to each taxpayer, and payments that are required to be made to the serving utility in order to qualify for the tax credit. Information disclosure to utilities by the commission is limited to that information necessary for the calculations.

Section 8.   Sections 5 to 7 of this Act may be cited as the Large Industrial Consumers of Electricity Revitalization Tax Credit Act.

Section 9.   Whereas timely action is vital to retaining the jobs associated with large industrial consumers of electricity, an emergency is declared to exist and this Act takes effect upon its passage and approval by the Governor or otherwise becoming a law."
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