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SUBJECT/TITLE
Regulation of local government telecommunication services

SPONSOR
Rep. Charles Geveden

MANDATE SUMMARY

Unit of Government:
X
City;

County;
X
Urban County Government

Program/

Office(s) Impacted:
 

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing

Adds New

Eliminates Existing

PURPOSE/MECHANICS

The bill subjects city owned, operated, or controlled utilities that provide telecommunication services to regulation by the Public Service Commission (PSC) in the same manner as other nonmunicipal providers of telecommunications services.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The effect of this bill is indeterminable, but is expected to be moderate.  Several cities, such as Glasgow, Frankfort, Murray and Barbourville currently provide telecommunication services such as cable television or internet services, or both.  While telecommunications services can apply to cable television and internet providers, these aspects of the industry are under the regulation of the Federal Communications Commission (FCC).  The PSC's only regulatory role in the telecommunications industry is in the provision of telephone services.  No cities currently provide telephone services to the public, however, the broadband technology necessary for high speed internet access also provides telephone service capabilities.  Some cities are planning on adding telephone service through their municipal utilities in the future.  The Frankfort Physical Plant Board has made the most progress toward providing telephone services.  They borrowed $30 million to invest in the development of  their telecommunications network, which will include telephone service.  Plant Board officials expressed concern stating that, their business plan assumes future revenue from telephone services.  Should regulation by the PSC alter projected telephone revenues, Plant Board officials fear that the payback of their investment could be impacted. 

The effect of the bill will be limited to those local governments that have already invested in a telecommunications infrastructure in anticipation of providing telephone services in the future.  Additional costs that these potential telephone providers could face include the PSC's annual assessment fee.  This fee provides operating revenue for the PSC and is based on the gross operating revenue of each utility.  Assessment fees range from a minimum of $50 to  several thousand dollars.  Two privately owned telephone companies whose gross reporting revenue would approximate a medium size city, the Logan Telephone Cooperative and the Leslie County Telephone Company, had assessments for fiscal year 1999-2000 of $5,033.44 and $6,958.76 respectively.  Municipal telephone companies with similar revenues could expect to pay similar assessment fees each year.

The Universal Service Fund is a support mechanism mandated by the Federal Communications Commission to ensure affordable access to telecommunications for schools and libraries and rural health care providers, as well as low income customers and customers who live in areas where the cost of providing telephone service is high.  Currently, PSC requires only the portion of the fund supporting low income users to be collected.  Local telephone companies pass the costs of their universal service contributions through to end users at a cost of three cents per line per month.  It is anticipated that municipal telecommunications providers would follow a similar practice.  Thus, the provision would not likely result in a direct cost to any future municipal telecommunications provider.
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