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Part I:  Measure Information

	Bill Request #:
	1012


	Bill #:
	HB 211 HCS 1


	Bill Subject/Title:
	Energy


	Sponsor:
	Representative Tommy Thompson


	Unit of Government:
	X
	City
	 
	County
	 
	Urban-County

	
	 
	Charter County
	 
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted:
	Municipalities that provide electricity


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	 
	Modifies Existing
	X
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 211 relates to energy and declares an emergency.  The measure amends KRS 278.010 and KRS 278.018.  The bill adds definitions for “large industrial consumer of electricity” and “load factor.”  Provisions of the bill relate to purchase of electricity by a large industrial consumer of electricity and the conditions under which electricity would be supplied.  Municipalities who would potentially provide electricity to a large industrial consumer may be affected by provisions in this bill.
HB 211 HCS 1 deletes a provision that requires the existing retail electric supplier to retain its obligation to maintain and provide adequate transmission and distribution facilities for delivery of electricity to a large industrial consumer of electricity.  It adds a provision that if a large industrial consumer of electricity purchases electricity from a person other than its retail electric supplier, then that retail electric supplier will no longer be obligated to sell electricity to that consumer.  HB 211 HCS 1 includes a definition for “independent transmission system operator or ISO” and places requirements on the large industrial consumer of electricity related to an ISO requiring a transmitting utility to operate all or part of a generating plant in order to ensure reliable delivery of electricity purchased in the market by a large industrial consumer of electricity.  

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The net fiscal impact of HB 211 HCS 1 on municipalities that provide electricity is still indeterminable.  Because it is unknown whether or not (and in what quantity) municipalities would be asked to provide electricity to a large industrial consumer of electricity or any person seeking to provide electricity to a large industrial consumer of electricity, a precise impact cannot be determined.  

Under the bill, a large industrial consumer of electricity may purchase electricity from any person, notwithstanding certain provisions.  When electricity is sold to a large industrial consumer of electricity by a person other than the existing retail electric supplier, this would be a nonregulated activity.  A large industrial consumer of electricity may opt to purchase some or all of its electricity from any person at agreed upon prices, terms, and other conditions.  If a large industrial consumer of electricity purchases electricity from a person other than its retail electric supplier, then that retail electric supplier has no further obligation to sell electricity to that consumer.
If requested by a large industrial consumer of electricity, any person owning, operating, or controlling electricity transmission or distribution facilities in the state must provide retail electricity transmission and distribution services to the large industrial consumer (or person seeking to provide electricity to the large industrial consumer) under a Federal Energy Regulatory Commission-approved tariff or, if applicable, a Public Service Commission-approved tariff, on a nondiscriminatory basis.  
An official with Century Aluminum, which is an aluminum smelter, noted that some electric providers, including municipal utilities, have surplus electricity that could be sold to large industrial consumers of electricity.  This could result in a revenue increase to these municipal utilities if they provided electricity to a large industrial consumer of electricity.  

The Kentucky Municipal Utilities Association (KMUA) indicated that provisions of the bill would impact municipal utilities.  KMUA provided an illustration of how provisions in this bill may impact municipal electric utilities in a positive way.  For example, if a municipal utility was requested to provide electricity to a person who was seeking to provide electricity to the large industrial consumer, the municipal electric utility would realize revenue from this relationship.  However, KMUA notes that if payment for electric provided by the municipal utility is not enough to offset the cost of providing the electricity, expenditures may increase instead of revenues.  
HB 211 HCS 1 adds a provision stating that if an ISO requires a transmitting utility to operate some or all of a generating plant to ensure reliable delivery of electricity purchased in the market by a large industrial consumer of electricity, then the large consumer must reimburse the utility.  The reimbursement would be only for those annual costs that are directly charged to the utility by the ISO and only related to the requirement to operate the generating plant less all revenues paid by the large consumer (or on behalf of the large consumer) under a transmission tariff.  The large consumer must pay only the annual costs directly charged to the delivery point of the large industrial consumer of electricity by the ISO for transmission upgrades.  These reimbursements are not subject to the commission’s jurisdiction and must be paid only for as long as the ISO requires the transmitting utility to operate the generating plant and only as long as the large industrial consumer of electricity continues to operate.  The large consumer has no additional obligation for payment of any costs to the utility beyond those provisions noted in the bill.  Whether these added provisions will impact municipal utilities, and how, is unknown.
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