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Part I:  Measure Information

	Bill Request #:
	884


	Bill #:
	HB 170


	Bill Subject/Title:
	Energy


	Sponsor:
	Representative Mary Lou Marzian


	Unit of Government:
	X
	City
	 
	County
	 
	Urban-County

	
	 
	Charter County
	 
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted:
	City-owned or city-controlled electric generation or distribution facilities


	Requirement:
	X
	Mandatory
	X
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	 
	Modifies Existing
	X
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 170 creates new sections of KRS Chapter 278 and KRS Chapter 96.  The bill creates definitions for several energy-related terms and establishes requirements for a “renewable energy portfolio” (REP).  Starting in calendar year 2015 and going through calendar year 2023 and thereafter, incremental standards are set out that must be met in relation to renewable energy.  A provision is included that allows facilities to request that an alternative plan be approved for any year in which a city-owned or city-controlled electric generation or distribution facility does not meet the REP requirement.  Energy efficiency measures are also established in this measure.  The bill contains planning and reporting requirements for various provisions related to REP standards and energy efficiency.  The measure details requirements for both retail electric suppliers and city-owned or city-controlled electric generation or distribution facilities.

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The net fiscal impact of HB 170 on city-owned or city-controlled electric generation or distribution facilities is anticipated to be a significant cost increase initially, with an indeterminable impact over time as prices and other factors may fluctuate.  
A majority of states have renewable portfolio standards, according to the National Conference of State Legislatures’ (NCSL) website.  NCSL shows that 29 states and the District of Columbia have approved standards, and six states have established goals or objectives for renewable energy.  Although standards vary among states, NCSL generally notes that the standards require utilities (usually investor-owned but can involve municipally-owned utilities and electric cooperatives) to sell a certain amount or percentage of renewable energy.

From 2009 to 2010, the US Energy Information Administration (EIA) notes that national renewable energy consumption grew by 6 percent, bringing the comparative share of renewable energy to total energy consumption to 8 percent in 2010.  EIA indicates that Kentucky’s total renewable net generation for hydroelectric and nonhydroelectric energy was 3,020,121 (expressed in thousand kilowatthours) in 2010.  The EIA’s Annual Energy Outlook 2013 Early Release Overview notes that the average minemouth price of coal rises by 1.4 percent per year.  Although coal continues to be the primary fuel for electricity generation in the country, total generation and consumption (in the electricity sector) are lower in the EIA’s Annual Energy Outlook 2013 projections than they were in the Annual Energy Outlook 2012 projections.  The EIA’s Annual Energy Outlook 2013 states that additional generation by nonhydroelectric renewable energy sources also factors into the decreased projections for coal consumption in the electricity sector.  The EIA estimates average total system levelized costs of new generation resources for 2018 (expressed in 2011 $/megawatthour) for plants entering service in 2018 to be $100.10 for conventional coal, $86.60 for wind, $144.30 for solar PV, $261.50 for solar thermal, and $90.30 for hydro.  Numerous factors influencing coal use and renewable energy sources may impact generation, consumption, and the overall market for these energy sources.  Projections presented in the Annual Energy Outlook 2013 assume that current laws and regulations remain largely unchanged throughout the projection timeframe.
The Kentucky Municipal Utilities Association (KMUA) noted the following KMUA-member electric utilities that are distributors:
Barbourville Utilities Commission

Bardstown Municipal Utilities

Bardwell Municipal Utilities

Benham Electric System

Benton Electric System

Berea Municipal Utilities

Bowling Green Municipal Utilities

Corbin City Utilities

Frankfort Electric & Water Plant Board

Franklin Electric Plant Board

Fulton Electric System

Glasgow Electric Plant Board

Henderson Municipal Power and Light

Hopkinsville Electric System

Madisonville Municipal Utilities

Mayfield Electric & Water System

Murray Electric System

Nicholasville City Utilities

Owensboro Municipal Utilities

Paducah Power System

Paris Combined Utilities

Princeton Electric Plant Board

Russellville Electric Plant Board

Vanceburg Electric Plant Board

City of Williamstown

In addition to being distributors, both Owensboro Municipal Utilities (OMU) and Henderson Municipal Power and Light are also generators.  Paris Combined Utilities has the ability to generate and sometimes does, according to KMUA.  Additionally, KMUA indicated that the City of Providence, the City of Falmouth, and the City of Olive Hill are electric distributors but not members of KMUA.

In order to comply with the REP provisions in the bill, KMUA anticipates a significant increase in cost that city-owned or city-controlled electric generation facilities would incur.  KMUA provided estimates for Owensboro Municipal Utilities, which is a generator (and is also a distributor), to illustrate the potential impact.  OMU estimated that it would need to increase revenues by more than $1 million in the first 3 years of the incremental period, approximately $3 million in the next 3 years, more than $4 million in the following 2 years, and $6 million by the year 2023.  Corresponding rate increase estimates range from 1.2 percent to 2.1 percent over the period.  The estimated cost increase would most likely be incurred by purchasing renewable energy on the open market and then selling it.  KMUA indicates that the cost of alternative sources of energy is significantly more expensive than what is currently being produced.  KMUA notes that nearly all electricity in Kentucky is produced from coal at 9.62 cents per kilowatt hour.  KMUA also notes that wind is $125 per megawatt hour, hydro power is $55 per megawatt hour (limited amounts available for approximately $45), and solar is $133 per megawatt hour.  KMUA noted that $8 transport costs are added to solar and wind.
For city-owned or city-controlled utilities that are distributors and not generators, KMUA indicates that expenditures are impacted in the same way but for another reason.  According to KMUA, many electric distributors purchase energy from Louisville Gas and Electric Company (LG&E) and do so through long-term sole supplier fixed contracts. 

KMUA notes that, due to a ruling by the Federal Energy Regulatory Commission, E.ON (affiliated with LG&E) does not have to sell renewable energy to municipal utilities.  KMUA states that those municipal utilities would likely have to end their contracts and purchase renewable energy on the open market.  LG&E would not be obligated to sell energy to the municipal utilities at the previously contracted price.  KMUA indicates that municipal utilities would have to buy renewable energy at a higher rate on the open market and likely would pay market value for the remainder of energy they would purchase from LG&E.  KMUA estimates that the cost of doing this would be more than twice the current rate they are paying LG&E for energy.  
The Mountain Association for Community Economic Development (MACED) notes that renewable energy is currently more expensive than conventional energy sources but that the trend is for the cost for renewable sources to decrease while fossil fuels will likely rise.  MACED indicates that new renewable sources of energy are less expensive than are new coal facilities, related to construction costs.  The organization notes that solar energy, in particular, has decreased in cost.  MACED indicated that savings could be generated through energy efficiency measures contained in the bill, as well as potentially through selling energy credits on the grid if a city-owned or city-controlled electric generating facility produced more than needed of the electricity detailed in the bill.  MACED noted that determining the net fiscal impact on local governments is not possible because of the variety of factors involved.
Provisions in the bill state that no permit authorizing construction or licensing of a facility or permitting the discharge or emission of any pollutant can be granted to a city-owned or city-controlled electric generation or distribution facility (other than capacity needed to comply with the REP requirements noted in the bill) unless the Energy and Environment Cabinet (cabinet) finds that the facility is in compliance with requirements in the bill.  The bill also states that for any year that a city-owned or city-controlled electric generation or distribution facility does not meet the REP requirements, the facility may request that the cabinet approve a different plan by which the shortfall can instead be met by offsetting 1.25 times that amount of energy by decreased energy usage through additional energy efficiency measures, pursuant to provisions in the bill.  Fiscal impacts for these provisions are currently unknown.
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