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Part I:  Measure Information

	Bill Request #:
	BR 964


	Bill #:
	HB 192 HCS


	Bill Subject/Title:
	AN ACT relating to special purpose governmental entities and declaring an emergency.


	Sponsor:
	Representative Yonts


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

	
	X
	Charter County
	X
	Consolidated Local
	X
	Unified Local Government


	Office(s) Impacted:
	Mayor's, City and County Councils, City and County Clerks


	Requirement:
	X
	Mandatory
	 
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	X
	Modifies Existing
	 
	Adds New
	X 
	Eliminates Existing


Part II:  Purpose and Mechanics

HB 192 HCS retains the measures original provisions, but adds a few new provisions.  The new language is primarily focused on allowing those public utilities that are established pursuant to KRS 96.740 and are not federally regulated to use alternative methods for reporting financial information and audits. 

HB 192 HCS amends various sections of KRS 65A, which deals with “special purpose governmental entities.”  The term “special purpose governmental entity” (SPGE) is defined at KRS 65A.010(8)(a) and further explained at 65A.010(8)(b) and (c). A SPGE is, basically, a regional agency created by statute that is independent from the state and local governments.  SPGEs have their own governing body such as a board, commission, or authority, and they may receive and expend public funds providing a limited number of services or functions.  Examples of the services provided by SPGEs include fire protection, library, public health, airport, sewer, and tourism, among others.  
According to KRS 65A.010(8)(d), SPGEs do not include, among others, cities, counties, school districts, or any entity whose budget and financial information are “integrated with and included as a part of the budget and financial reporting” of the local city or county government. 

HB 192 HCS makes several changes throughout KRS 65A and 91A.  The bill’s primary effect on local governments can be found in Sections 1 and 5.  Section 1 of HB 192 HCS amends KRS 65A.010, which is the definitional statute for SPGEs.  In particular, HB 192 HCS amends the definition of “fee” so that the currently-existing 65A.010(4)(b)’s parameters on what is not a fee is clarified.  New language is added that specifically names SPGEs as the source of certain charges that are not considered “fees.”  The current version of KRS 65A.010(4)(b) is further  amended to exclude from the definition of “fee” any power and energy cost adjustments and environmental control cost adjustments or surcharges.
The changes to the definition of “fee” are important to understanding the impact of the bill because Section 5 amends KRS 65A.100 by refining and clarifying the types of fees and charges that SPGEs must report to local governments.  Section 5 begins by amending the scope of KRS 65A.100 by applying it to any SPGE fees or ad valorem taxes “not otherwise required by statute or ordinance to be adopted or approved through an official act of an establishing entity.”  An “establishing entity” is a city or county that has created a SGPE.  Next, under Section 5, subsection 2, when a SPGE adopts a new fee or ad valorem tax, adopts an ad valorem tax rate, or increases a tax or fee rate, the SPGE is required to report that action to the “governing body of the establishing entity” which represents the “largest number of citizens served by” the SGPE.  Subsection 3 of Section 5 spells out how such reports are to be made.  

HB 192 HCS, Section 5, Subsection 4, lists 10 items for which the reporting requirements of the KRS 65A.100 do not apply.  Those items include rental fees, admission fees, penalties imposed by a SPGE for failure to pay a charge, and any new fee or fee increase for which a SPGE must obtain approval for from the Public Service Commission.  

Section 5 also allows an “establishing entity” to require a reporting process that is more stringent than that created by this bill.          
In addition to clarifying what is and what is not a “fee,” HB 192 HCS also provides more flexibility in how SPGEs are to report their financial information.  Specifically, in Subsection 2 of Section 2 in the original measure, federally regulated municipal utilities were permitted to submit, in lieu of the documents currently required by KRS 65A.020(2)(a)2., the monthly balance, revenue, and expense report required by the federal regulator.   A “federally regulated municipal utility” is defined in Section 1 as a “municipal utility governed by the provisions of KRS 96.550 to 96.901 (the “TVA Act”), that maintains a wholesale power contract with a federal agency that also serves as its regulatory authority.” HB 192 HCS retains Subsection 2’s language, but it adds a provision that allows public utilities, established pursuant to KRS 96.740, and that are not federally regulated to submit the same information as their federally regulated counterparts. 

This ability to use alternative reporting methods is further extended in Subsection 3 of Section 2 with regard to the public power components of federally-regulated utilities.  HB 192 HCS adds language in this subsection to allow non-federally regulated public utilities the ability to report the “financial information related to their electric system accounts in accordance with the Federal Energy Regulatory Commission uniform system of accounts.”   

Similar language allowing alternative reporting methods is located in Section 3 with regard to audits, financial statements, and attestation engagements.  The Committee substitute includes the non-federally regulated entities within the bill’s provisions.

As stated above, Section 5 establishes reporting requirements with regard to new or increased fees or ad valorem taxes.   Under Section 5, a federally regulated municipal utility can satisfy this reporting requirement by submitting to the “establishing entity” the annual financial report required by KRS 96.840.  The committee substitute, once again, extends this reporting option to “public utilities established pursuant to KRS 96.740 that are not federally regulated.” 
Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
HB 192 HCS requires SPGEs to report fewer fees to local governments.  Accordingly, some stakeholders expect the fiscal and administrative impact on local governments to be minimal, with a slight reduction in the administrative burden.
  Among other stakeholders, however, opinions on the potential impact vary.  One group does not think the bill has any impact at all on their colleagues within local government
 while another group stated that they did not have enough information to assess the bill’s potential impact.
  Lastly, one municipal government has indicated that HB 192 HCS may cause some local entities to provide more information than they currently do.

Under the original language of the statutes, the term “fee” was interpreted broadly so that it encompassed all fees, including administrative fees such as late fees and rental fees.  Any time any of these costs were changed, the SPGEs would report them to the local governments (the “establishing entities”).  HB 192 HCS is aimed at reducing the number of fees that are reported and, therefore, the administrative burden for local governments should decrease as well.  Without these changes, SPGEs could spend “significant time” in public meetings in an effort to comply with a broad reporting requirement.  
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� January 16, 2014 email from the Kentucky League of Cities; January 30, 2014 email from the association regarding HB 192 HCS.


� January 22, 2014 email from the Kentucky County Clerks Association. 


� January 27, 2014 email from the Kentucky Municipal Clerks Association; January 30, 2014 email from the association regarding HB 192 HCS.


� January 30, 2014 email from Lexington-Fayette Urban County Government.
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