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AN ACT relating to local government utility financing.

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

SECTION 1.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

As used in Sections 1 to 11 of this Act, unless the context otherwise requires:

(1)
"Committee" means the executive committee of the Local Government Utility Financing Corporation;

(2)
"Corporation" means the Local Government Utility Financing Corporation;

(3)
"Board" means the board of directors for the Local Government Utility Financing Corporation;

(4)
"Bonds" or "notes" means revenue bonds, commercial paper revenue bonds, refunding revenue bonds, variable rate revenue bonds, notes, or other obligations issued by the corporation under subsection (2) of Section 6 of this Act;

(5)
"Fund" means the Local Government Utility Financing Trust Fund;

(6)
"Local government" means a city, county, urban-county, or charter county or special district or an agency formed by the combination of these agencies under KRS 65.210 to 65.300; and

(7)
"Project" means any capital construction or improvements to water systems, sewage treatment facilities or other municipal utility systems that is financed under subsection (2) of Section 6 of this Act.

SECTION 2.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

(1)
There is hereby created and established an independent, de jure, municipal corporation and political subdivision of the Commonwealth, which shall be a public body corporate and politic, to be known as the Local Government Utility Financing Corporation. The corporation shall be deemed a public agency within the meaning of KRS 61.805 and 61.870.

(2)
The corporation is created and established to assist cities, counties, and special districts with obtaining an adequate bond rating, enhance creditworthiness and provide low-cost financing for construction, expansion, or improvements made to water systems, sewerage treatment facilities, and other utility systems.

SECTION 3.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

(1)
The corporation shall be governed by a board of directors whose membership shall consist of the following:
(a)
One person to be appointed by the board of directors from each of the fifteen (15) area development districts;

(b)
The chair of the League of Cities;

(c)
The chair of the Kentucky Association of County Judge/Executives; and 

(d)
The chair of the Kentucky Rural Water Association.

(2)
Members of the board shall serve a term not to exceed four (4) years, except that the terms of the members initially appointed to the board shall be as follows:

(a)
Six (6) of the members shall serve four (4) years; 

(b)
Four (4) of the members shall serve three (3) years;

(c)
Four (4) of the members shall serve two (2) years; and

(d)
Four (4) members shall serve a one (1) year term.
(3)
Members may be reappointed and eligible to serve successive terms on the board. 

(4)
Nine (9) members shall constitute a quorum and have the authority to conduct business in the name of the corporation.

(5)
Members of the board shall elect, on an annual basis, the following officers: chair, vice chair, secretary, and treasurer. 

(6)
The board shall, at a minimum, meet once every quarter. Emergency meetings of the board may be called at the request of the chair of the board.

(7)
Members of the board shall serve without compensation, but shall be reimbursed for their necessary travel expenses actually incurred in the discharge of their duties on the board.

SECTION 4.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

Any member of the board of the corporation may be removed by the appropriate appointing authority for neglect of duty, malfeasance, misfeasance, or conflict of interest. When a member is removed, the reasons for removal shall be set forth in writing and shall be read at the next meeting of the board or executive committee, whichever occurs first.
SECTION 5.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

(1)
The officers of the board plus three (3) additional board members, elected by the membership of the full board, shall constitute the executive committee of the corporation. The chair of the board shall serve as chair of the executive committee. A meeting of the executive committee may be called, at any time, upon notice by the chair of the board.

(2)
When the board is not meeting, all powers and authorities granted to the board under Sections 6 and 9 of this Act shall be vested in the executive committee. 

(3)
A simple majority of the members of the executive committee shall constitute a quorum and shall be sufficient for the committee to transact business in the name of the corporation, except that a quorum need not be necessary for adjournment.

(4)
The executive committee shall not be authorized to amend the bylaws or other rules or policies of the corporation.

(5)
Members of the executive committee shall not receive compensation but shall be reimbursed for the actual travel expenses while on official business of the commission.

SECTION 6.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

(1)
The Local Government Utility Corporation shall have the power to contract and be contracted with, to receive appropriations from the state, gifts and grants from other private and public entities, and federal funds. In addition to the powers and functions stated in Sections 1 to 11 of this Act, the corporation shall have all of the usual powers of private corporations to the extent that the same are not inconsistent with specifically enumerated powers of the corporation.

(2)
The corporation shall adopt bylaws for the regulation of its affairs and the conduct of its business and prescribe rules, regulations, and policies in connection with the performance of its functions and duties named as follows:

(a)
Issuing revenue bonds on behalf of local governments for the financing of water systems, sewerage treatment facilities, and other utility systems and to issue refunding bonds for the purpose of retiring or paying an outstanding bond issue let by the commission;

(b)
Making loans from the local government utility financing trust fund provided in Section 8 of this Act to local governments for the financing of water systems, sewerage treatment facilities, and other utility systems predicated on the following conditions:

1.
Loans shall be made at or below market interest rates, including interest-free loans; 

2.
Loan recipients shall establish a dedicated source of revenue that may include a lease-purchase arrangement with the corporation for repayment of loans; and

3.
The fund shall be credited with all payments of principals, interest, or earnings that may include fees or penalties assessed by the commission on all loans made by the corporation;

(c)
Guaranteeing, or purchasing insurance for obligations of the fund where the action would improve the credit market access or the bond rating for the securities issued by the corporation on behalf of local governments or to lower interest rates on loans made by the corporation to local governments;

(d)
Providing a source of revenue or security for the payment of principal and interest on revenue bonds issued by the corporation for local governments, if the proceeds from the sale of the revenue bonds are deposited in the fund;

(e)
Selecting of a trustee, that shall be a nationally recognized bank and that shall have trust powers, to receive and administer any funds in the name of the corporation;

(f)
Evaluating and approving or disapproving utility project applications submitted by local governments to the corporation for financial assistance; and

(g)
Determining any minimum threshold for project size or for a bond issue which may be set at the discretion of the corporation.

(3)
No member of the corporation, nor any person executing any of the functions listed in subsection (2) of this section related to the issuance of revenue or refunding bonds, shall be personally liable for the repayment of the principal or interest associated with their issuance. 

(4)
Any bonds or other obligations issued by the corporation under the provisions of Sections 1 to 11 of this Act shall not be deemed to constitute a debt, liability, or obligation of the state or a pledge of the faith and credit of the state, but shall be payable solely from the revenues or assets of the local government on whose behalf the bonds or obligations are issued. Each bond issued under Sections 1 to 11 of this Act shall contain on its face a statement to the effect that the corporation shall not be obligated to pay the principal or interest on the bonds except from the revenues or assets pledged therefor, and that neither the faith and credit nor the taxing power of the state is pledged for the repayment of the principal or the interest on any bond issued by the corporation. Nothing in this section shall prohibit the corporation from guaranteeing or securing the interest or principal on the bonds with the assets of the fund as provided for in subsection (2) of this section.

SECTION 7.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

(1)
At the first meeting of the board, members shall designate, in accordance with procedures established in their bylaws, a private commercial bank to act in the capacity of trustee for the local government utility financing commission trust fund. No funds shall be received by the corporation until a trustee is designated.
(2)
Any appropriations made to the corporation by the state shall be received pursuant to negotiating a memorandum of agreement with the Finance and Administration Cabinet that will, at minimum, set forth certain expectations for how funds shall be invested, accounted for, and expended by the corporation.

SECTION 8.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

(1)
There is hereby established a local government utility financing trust fund which shall be located in a state depository, named by the Local Government Utility Financing Corporation as trustee over the fund. 

(2)
The fund shall be a dedicated reserve fund and all moneys in the fund shall be expended solely to provide financing to local governments for construction of or for improvements made to water systems, sewage treatment facilities, and other utility systems, except that interest on or earnings made from the reinvestment of the principal and the recapitalization of earnings may be expended for any reasonable and ordinary expenses associated with the maintenance of the fund and the procurement of services necessary to fulfill its duties and functions as provided in subsection (2) of Section 6 of this Act.

(3)
The fund shall be established, maintained, and credited with repayments and the fund balance shall be available solely for the purposes stated in subsection (2) of Section 6 and subsection (2) of this section. After all bonds issued by the corporation are retired, and the corporation is dissolved, the corporation shall deposit any balance that remains in the fund in the state's general fund.

(4)
Nothing in this section shall prohibit the corporation from establishing additional funds with the trustee as deemed necessary to maintain efficient and sound fund accounting practices.

SECTION 9.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

(1)
Bonds shall be authorized by a resolution of the commission and may contain the following provisions as documented in a trust indenture of mortgage:

(a)
May be issued in one or more series each of which may be sold separately;

(b)
May be issued at any date or dates;

(c)
May mature at any date or dates;

(d)
May bear any interest rate or have a variable interest rate including a provision for no interest rate for a period of years after which the bond may bear a greater interest rate;

(e)
May capitalize interest for a period not to exceed three (3) years;

(f)
May be in single or multiple denominations;

(g)
May be in coupon or registered form and carry conversion or registration privileges;

(h)
May have rank or priority;

(i)
May have terms of redemption with or without a premium;

(j)
May be executed in any manner;

(k)
May be payable in any medium of exchange;

(l)
May be payable in any place;

(m)
May be issued so that interest earned may not be exempt from federal income tax or may be designed to meet standards required under federal statutes or regulations pertaining to the issuance of tax-exempt bonds;

(n)
May be sold at less than par; and

(o)
Shall be sold at public sale held after notice has been given by publication in accordance with KRS Chapter 424.
(2)
Bonds issued by the Local Government Utility Financing Corporation shall be payable exclusively from the income and revenues of the project or projects financed by the proceed from the sale of the bonds, grants, or other contributions from federal, state, or local governments. 

(3)
Bonds may be secured by a mortgage, deed of trust, or other lien or encumbrance upon the property or properties deemed as the underlying physical plant and assets of the project or projects, including local government pledges of tax increments.

(4)
In the case that any board member or officer of the corporation whose signatures appear on any bonds ceases to remain board member or officer before their delivery, those bonds shall not be invalidated and the signature of the member or officer shall be sufficient for all purposes as if the member or officer had remained in office until their delivery. 

(5)
Notwithstanding any provision of law to the contrary, any bonds and any interest coupons appertaining thereto that are issued pursuant to subsection (2) of Section 6 of this Act shall be and are hereby made fully negotiable instruments under the laws of this state, except as may be limited by their terms, and subject only to any applicable provisions for registration.

SECTION 10.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

The corporation shall, promptly following the close of each fiscal year, submit an annual report of its activities for the preceding year to the Department of Local Government. Reports shall set forth a complete operating and financial statement of the corporation during the year. The corporation also shall cause an annual audit to be made by an independent certified public accountant of the books, accounts, and records of the corporation and of the fund, with respect to its receipt, disbursement, contract, mortgages, leases, assignments, loans, and all other matters relating to its financial operations. A copy of the audit shall be submitted to the Department of Local Government.
SECTION 11.   A NEW SECTION OF KRS CHAPTER 147A IS CREATED TO READ AS FOLLOWS:

The corporation has been duly created as a de jure municipal corporation and political subdivision of the Commonwealth of Kentucky. Accordingly, the corporation shall not be required to pay any taxes and assessments to the Commonwealth of Kentucky, or any county, municipality, or other governmental subdivision of the Commonwealth of Kentucky, upon any of its property or upon its obligations or other evidences of indebtedness under Sections 6 and 9 of this Act, or upon any moneys, funds, revenues, or other income held or received by the corporation, and the notes and bonds of the corporation and the income therefrom shall at all times be exempt from taxation, except for death and gift taxes and taxes of transfers. Real property owned by the corporation shall be exempt from all property taxation and special assessments of the state or political subdivisions thereof, but the corporation may agree to pay, in lieu of these taxes, such amounts as the corporation finds consistent with the cost to the state or political subdivision of supplying municipal services to the properties.
SECTION 12.   A NEW SECTION OF KRS CHAPTER 278 IS CREATED TO READ AS FOLLOWS:

Notwithstanding any other provisions of the Kentucky Revised Statutes to the contrary, any water association, commission, district, or combined water, gas, or sewer district, formed under KRS Chapter 74 or KRS Chapter 273, that finances a line extension project of less than one million dollars ($1,000,000), in whole or in part, from a bond issue let by, or loan from the Local Government Utility Financing Corporation, shall file specific documents setting forth a change in rates, including any surcharges for the customers in the area to benefit by the line extension project. The commission shall review the project and the supporting documents and may make modifications or recommend changes to the project, within thirty (30) days from the date of the filing, or issue a certificate of convenience and necessity along with any other orders as may be required.
Section 13.   KRS 42.455 is amended to read as follows:

(1)
There is established within the Department of Local Government a Local Government Economic Assistance Program to consist of a system of grants to local governments to improve the environment for new industry and to improve the quality of life for the residents.

(2)
Grants obtained under this program shall be used for priority expenditures. Thirty percent (30%) of all moneys in the fund shall be spent on the coal haul road system as described in subsection (7) of this section. The remaining seventy percent (70%) of the fund shall be spent on priority categories limited to the following, but in no event shall grants obtained under this program be used for expenses related to administration of government:

(a)
Public safety, including law enforcement, fire protection, ambulance service and other related services;

(b)
Environmental protection, including sewage disposal, sanitation, solid waste, and other related programs;

(c)
Public transportation, including mass transit systems, streets, and roads;

(d)
Health;

(e)
Recreation;

(f)
Libraries and educational facilities;

(g)
Social services for the poor, the elderly, and individuals with disabilities;

(h)
 Industrial and economic development;

(i)
Vocational education;

(j)
Workforce training; and

(k)
Secondary wood industry development.

(3)
The use of entitlement funds for repayment of debt as related to long-term bond issues is permissible as long as the revenue from the bond issues is expended on priority categories.

(4)
Grants obtained under this program may be used as local portion to secure federal programs as long as program expenditures are in the priority category area. Interest earned on funds received by local units of government shall be considered available for use by the local unit of government in the priority expenditure categories.

(5)
The Department of Local Government shall be responsible for the promulgation of rules and regulations necessary to implement the grants programs authorized by this section.

(6)
The Department of Local Government shall assure that a public hearing is held on the expenditure of funds received under KRS 42.450 to 42.495. Advertisement of the public hearing shall be published at least once but may be published two (2) or more times, provided that one (1) publication occurs not less than seven (7) days nor more than twenty-one (21) days before the scheduled date of the public hearing. The department shall submit an annual report to the Governor indicating how the grants were used and an evaluation of the program's effectiveness in improving the economy of the units of government receiving assistance.

(7)
On or before August 15, 1980, and each year thereafter, the Transportation Cabinet shall publish and furnish to the Department of Local Government a directory, including supporting maps and other documents, designating the official state coal road system in coal impact and coal producing counties which shall include all public highways, roads, and streets over which quantities of coal, sufficient to significantly affect the condition and state of repair of such highways, roads, and streets, have been transported in the immediately preceding fiscal year. The cabinet shall further publish the total county mileage of the official state coal road system and the total ton/miles within each coal impact and coal producing county for said preceding fiscal year.

(8)
Every person shipping or transporting coal, and every carrier for hire or common carrier hauling coal over the public highways, roads, and streets shall file with the Transportation Cabinet such information and at such intervals as the department shall designate by regulation duly adopted for the purpose of identifying those highways, roads, and streets comprising the coal haul road system and the quantities of coal transported thereon, in order that the cabinet can accurately calculate total ton/miles within each coal impact and coal producing county.

(9)
The Revenue Cabinet shall make available to the Transportation Cabinet coal severance and processing tax data for use in verifying and supplementing the information furnished under the provisions of subsection (8) of this section. The information shall be furnished in such a manner as to conceal the identity of individual taxpayers; if the data cannot be furnished without revealing the identity of individual taxpayers, it shall be withheld.

(10)
Grants obtained under this program may be used to finance up to twenty percent (20%) of the debt that is not entirely funded under the financing options available through the Local Government Utility Financing Corporation for the purposes provided under subsection (2 ) of Section 6 of this Act.
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