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A JOINT RESOLUTION creating a Task Force on Utility Tax Policy to direct a comprehensive study of the taxation of public service companies that supply utility service to citizens of the Commonwealth.

WHEREAS, in recent years, federal law has directed public service companies to provide telecommunications services at retail in a competitive environment and has deregulated the sale of electricity and natural gas at wholesale; and

WHEREAS, other states have enacted legislation to restructure and deregulate electric and natural gas utilities to encourage competition among public service companies providing these utility services, and it is anticipated that similar legislation will be introduced in the Kentucky General Assembly; and

WHEREAS, Kentucky's current tax laws for public service companies were enacted under the assumption that utility services would be provided primarily by utilities operating as monopolies with prices set by cost of service rate regulation, and new technologies and the emerging competitive environments are creating new utility services and new types of public utility service providers, including marketers and those who resell services, that the current tax structure did not contemplate; and

WHEREAS, many local governments, local taxing districts, and school districts rely on state-administered tax programs for as much as half of their annual revenues; and

WHEREAS, absent changes in the tax laws, competition among utilities is likely to have a significant impact on state and local tax revenues through tax avoidance by some new utility providers, decreased costs for utility services, and declining value of utility property; and

WHEREAS, different utility providers are being taxed differently causing the current tax structure to create competitive advantages and disadvantages and creating an unlevel playing field; and

WHEREAS, there is much criticism and debate over the current state and local tax structure, rate classification, and prevailing methods of taxation subjecting them to much controversy, protest, and frequent litigation; and

WHEREAS, all public service companies providing utility services to the citizens of the Commonwealth should contribute their fair share of taxes in support of governmental services required by the citizens of the Commonwealth;

NOW, THEREFORE,

Be it resolved by the General Assembly of the Commonwealth of Kentucky:

Section 1.   (1)
There is hereby established a Task Force on Utility Tax Policy to direct a study during the 1998-2000 interim regarding the method by which public service companies that provide utility services are currently taxed by state and local governments. The task force shall recommend the methods of taxation for the future to ensure fair and equitable taxation of these companies, improve the efficiency of revenue collections, and simplify compliance with tax laws in a fair and equitable manner.

(2)
(a)
The task force shall consist of the following members:

1.
Six (6) members of the Senate, to be selected by the President of the Senate;

2.
Six (6) members of the House, to be selected by the Speaker of the House; and

3.
Six (6) members appointed by the Governor.

(b)
The co-chairs shall be named, one each, by the Legislative Research Commission and the Governor.

Section 2.   The Office of Financial Management and Economic Analysis, Finance and Administration Cabinet, shall supply staff support to the task force with assistance from the Revenue Cabinet and the Public Service Commission as needed. The task force shall be authorized to contract for consultant services.

Section 3.   The task force may form one (1) or more advisory groups to assist the task force in carrying out its responsibilities. The advisory groups may include:

(1)
An advisory group on telecommunications that may include one (1) or more representatives from the following:

(a)
Local exchange service;

(b)
Interstate long distance service;

(c)
Cellular services, both analog and digital;

(d)
Paging;

(e)
Cable, including wireline, multichannel multipoint distribution service and direct broadcast satellite;

(f)
Internet access service;

(g)
Resellers of telecommunications service;

(h)
Municipally owned providers of telecommunications services;

(i)
The Public Service Commission; and

(j)
Any additional representation the co-chairs of the task force deem appropriate.

(2)
An advisory group on energy services that may include one (1) or more representatives from the following, including municipally owned, investor owned, and co-operatives:

(a)
Local electric distribution service;

(b)
Local gas distribution service;

(c)
Electric transmission service;

(d)
Gas transmission service;

(e)
Electric generation service;

(f)
Electric marketers;

(g)
Gas marketers;

(h)
The Public Service Commission; and

(i)
Any additional representation the co-chairs of the task force deem appropriate.

(3)
An advisory group on local government utility revenue that may include one (1) or more representatives from the following:

(a)
Kentucky Association of Counties;

(b)
Kentucky League of Cities;

(c)
Kentucky County Judge/Executive Association;

(d)
Kentucky County Magistrates Association;

(e)
Special taxing districts;

(f)
Kentucky School Boards Associations;

(g)
Kentucky Department of Education;

(h)
Department for Local Government;

(i)
Revenue Cabinet; and

(j)
Any additional representation the co-chairs of the task force deem appropriate.

(4)
Members of the advisory group shall serve without compensation. The members of the advisory groups shall be selected by the co-chairs of the task force from lists provided by the respective industries or associations.

Section 4.   The task force shall report its findings and recommendations, with enabling legislation, to the Governor and the Legislative Research Commission by December 1, 1999.
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