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SUBJECT/TITLE
A Program for the provision of water services by the Kentucky Infrastructure Authority
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Sen. Dan Kelly

MANDATE SUMMARY

Unit of Government:
X
City;
X
County;
X
Urban County Government

Program/

Office(s) Impacted:
 Water Districts, utilities and providers

Requirement:
X
Mandatory

Optional

Effect on

Powers & Duties
X
Modifies Existing
X
Adds New

Eliminates Existing

PURPOSE/MECHANICS

SB 409/HCS declares that the Kentucky Infrastructure Authority (KIA) shall implement a program for the provision of water services with the goal of making potable water and wastewater treatment available to all Kentuckians.  The bill provides that each Area Development District shall establish 2020 water management areas and water management planning councils shall be established for each county.  Each water management planning council shall, by July 1, 2001 develop a plan consistent with the county long range water management plan developed under KRS 151.114 and the water management planning process in KRS 151.  The plan shall include water needs forecasts for the county and a strategy for delivering potable water as needed to the underserved and unserved areas of the county through partnerships between public and private water utilities.  Area Development Districts shall annually review the plans for counties within their district.  

Under SB 409/HCS, planning councils may also employ a water service coordinator, or may jointly employ a water services coordinator.  SB 409/HCS further provides that KIA may establish a program to provide or supplement the funding for a multi-county coordinator for a period of up to three years from the effective date of this act.  

SB 409/HCS also establishes a water service account within the infrastructure revolving fund to assist in making potable water available to all Kentuckians by 2020.  The  KIA shall establish the following conditions for receiving assistance from the fund for water service projects:

1.
Establishment and use of a financial accounting system that accounts for the operations of water treatment and distribution separately from all other operations of the applicant,

2.
Establishment of rates based upon the cost of providing services, and

3.
An agreement that the KIA may require an audit every two years.

The KIA may pay for third party private contractors, or for assistance from the Auditor of Public Accounts to establish accounting systems that meet the requirement of this bill.  Additionally, the KIA may pay for costs related to establishing a new uniform accounting system for government agencies that merge or consolidate their water systems.

SB 409/HCS also requires that KIA establish a program to assist government agencies in detecting water loss from distribution lines.  The program may include giving low interest loans for the reasonable repair or replacement of distribution facilities.  SB 409/HCS also amends KRS 106.200 to allow the legislative body of the city, or in an election held for that purpose, the general public to sell, convey, rent or lease the waterworks system and develops an incentive program to encourage new infrastructure projects to provide service to unserved areas and improve service to underserved areas of the state.

FISCAL EXPLANATION/BILL PROVISIONS
ESTIMATED COST

The impact of SB 409/HCS is indeterminable, but is expected to be moderate.  Kentucky League of Cities officials reported that there are between 189 to 201 city-owned water treatment facilities within the state, supplying roughly 65% of the state's water.  Approximately 400,000 people within Kentucky, however, do not have a dependable, public source of water.  SB 409/HCS finds that it is necessary to encourage regionalization, consolidation and partnerships among governmental agencies and private parties when appropriate, with the goal of making potable water and wastewater treatment available to all Kentuckians through maximizing financial resources and conserving natural resources.  

In order to promote the goal of making potable water and wastewater treatment available to all, SB 409/HCS establishes a 2020 water service account within the infrastructure revolving fund to assist in making potable water available to all Kentuckians by the year 2020.  SB 409/HCS requires the establishment and use of a financial accounting system that accounts for the operations of water treatment and distribution separately from all other operations of the applicant, rates based upon the cost of providing service, and an agreement to allow audits at least once every two years as a condition for receiving funds from KIA for water service.  The act provides, however, that KIA may assist water providers to establish accounting systems, and may pay for third-party private contractors.  Additionally, should government agencies merge or consolidate their water services, SB 409/HCS provides that KIA may pay for costs related to establishing a new uniform accounting system.  Thus, municipal utilities seeking funds from the 2020 water service account would face costs associated with meeting the accounting and billing requirements, providing they were not already compliant.  However, SB 409/HCS provides authorizes the KIA to provide assistance to water providers that establish compliant accounting systems, and it provides a potential cost reimbursement for accounting system costs due to merger or consolidation.  Therefore, to the extent that KIA provides assistance and support, the costs associated with this provision of SB 409/HCS may be expected to be moderated.

SB 409/HCS also requires KIA to establish a program to assist government agencies in detecting water loss from distribution lines.  The bill contains possible incentives for water providers to detect water loss from distribution lines and to encourage the merger and consolidation of water systems, however, the incentives are not mandated.  The incentives that KIA is authorized to offer include low interest loans for repair or replacement of distribution facilities and forgiveness of loans made for distribution facility repair of replacement.  To the extent that KIA provides these incentives, they could serve to reduce the cost of water providers expanding their customer service area.

SB 409/HCS also requires that water management planning councils shall be established for each county, with the assistance of the appropriate area development districts.  Members of the planning councils shall not be paid, but reasonable expenses incurred to carry out the work of the council shall be reimbursed by the counties.  Each water management planning council shall, by July 1, 2001, develop a plan consistent with the county long range water management plan developed under KRS 151.114 and the water management planning process set out in KRS Chapter 151.  Some consultant and printing costs may be expected in association with this planning effort and would be borne by the respective counties.  Should a multicounty planning council wish to hire a water service coordinator to assist in developing their plans, however, the KIA may establish administrative regulations a program to provide or supplement the funding for a water service coordinator.  To the extent the KIA supplements funding for a water service coordinator, this would serve to moderate the costs associated with developing a water management plan.

SB 409/HCS also requires the KIA to establish an incentive program to encourage regionalization, merger and consolidation of water systems and the elimination of structural and administrative duplication.  To the extent that this program encourages water providers to combine in more efficient ways, local governments may see increased profits or reduced costs associated with government owned water distribution systems.
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