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	SUBJECT/TITLE
	City utility deposit requirements


	SPONSOR
	Sen. Glenn Freeman


MANDATE SUMMARY

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


Program/

	Office(s) Impacted:
	 City utilities


	Requirement:
	X
	Mandatory
	
	Optional


Effect on

	Powers & Duties
	
	Modifies Existing
	X
	Adds New
	
	Eliminates Existing


PURPOSE/MECHANICS


The bill creates a new section of KRS 96 and directs city electric, gas, water and sewer utilities to follow certain procedures when requiring cash or other types of deposits to secure customer accounts.  The measure requires that city utilities—if they collect deposits from customers—to have a written policy on how deposits are to be handled, and to pay interest on deposits.  It also requires city utilities to give 27 days notice before termination for nonpayment of utility bills.

	FISCAL EXPLANATION/BILL PROVISIONS
	ESTIMATED COST



The fiscal impact of BR 312 is indeterminable.  The measure would affect city-run utilities, which are not regulated by the Public Service Commission (PSC).  Language used in BR 312 is similar to language used in PSC regulations governing customer deposits for non-city utilities.  According to Garrett Drakeford, of the Kentucky League of Cities, no standards apparently exist as to how cities should handle customer account deposits, other than KRS 278.460, which specifies that utilities are to pay 6 percent interest annually on deposits.  Drakeford said cities usually put deposits in separate interest-bearing accounts.  Some cities do not require deposits.  Deposit amounts are set at "reasonable" levels, normally covering one or two months of service.  He said current practices, e.g. 30-60 days notice, are similar to the bill's provision as to when city utilities terminate service.


According to the PSC, there are 29 municipal electric utilities in the state, 49 gas utilities, and 216 water and 213 sewer utilities.  Generally, water and sewer systems are one in the same.


This measure would affect all city utilities initially by requiring them to change to a specific manner of handling customer deposit accounts.  The effect would vary, depending on whether utilities require deposits on accounts.  The measure would require a change in city utility bookkeeping procedures, provided they are not already following PSC regulations on customer deposit accounts.  According to Linda Kubala, LRC staff, the impact will probably be more pronounced among those cities that have been lax in the way they have handled customer deposit accounts.  It also could affect those cities that have been using deposit funds as operating capital.

	DATA SOURCE(S)
	Public Service Commission; Garrett Drakeford, Kentucky League of Cities; Linda Kubala, LRC staff


	PREPARER
	Lowell Atchley
	REVIEW
	
	DATE
	


Page 1

