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Part I:  Measure Information

	Bill Request #:
	344


	Bill #:
	HB 27 HCS 1


	Bill Subject/Title:
	City-operated natural gas distribution systems


	Sponsor:
	Representative Tommy Thompson


	Unit of Government:
	X
	City
	 
	County
	 
	Urban-County

	
	 
	Charter County
	X
	Consolidated Local
	 
	Unified Local Government


	Office(s) Impacted:
	Cities and their city-operated natural gas distribution systems


	Requirement:
	X
	Mandatory
	X
	Optional


	Effect on
	
	
	
	
	
	

	Powers & Duties:
	 
	Modifies Existing
	X
	Adds New
	 
	Eliminates Existing


Part II:  Purpose and Mechanics
HB 27 HCS 1 creates a new section of KRS Chapter 96.  Subject to certain limitations, the bill allows any city that owns and operates a municipal system for the acquisition, distribution, or transmission of natural gas to extend the system into and supply and sell natural gas to any person or entity within the city’s boundaries or within any territory outside the city’s boundaries.  In doing this, the city is permitted to install the apparatus necessary to supply natural gas distribution or transmission service.  Also, the city may condemn or otherwise acquire rights-of-way as private utilities are permitted to do.  Cities, other than first class or consolidated local governments, are permitted to acquire the entire plant of an existing natural gas distribution system only under the same process and subject to the same limitations established by KRS 96.580 to 96.600.  The bill does not allow a city from another state to condemn property owned or operated by an existing natural gas distribution system located within Kentucky. 

Part III:  Fiscal Explanation, Bill Provisions, and Estimated Cost
The net fiscal impact of HB 27 HCS 1 on cities and their city-operated natural gas distribution systems is anticipated to be a decrease in expenditures, although the level of decrease is indeterminable.  Expenditures are likely to decrease as a result of HB 27 HCS 1 because legal action against cities and their city-operated natural gas distribution systems will likely be mitigated.  However, to what extent expenditures will decrease cannot be determined because it is unknown what legal action may have taken place in the absence of HB 27 HCS 1.
The Kentucky League of Cities (KLC) notes that, since the provisions of the bill would authorize the exercise of certain powers if cities chose to do so, it would potentially save cities money in the form of litigation fees.  Currently, if a city took certain actions noted in the bill, such as condemning a private utility, KLC notes that the city may be prone to litigation.  This litigation could be lengthy, and thus costly.  KLC indicates that HB 27 HCS 1 would clarify current law, which would likely result in decreased expenditures that cities may otherwise encounter through litigation.
Subsection 4 of HB 27 HCS 1 states that a natural gas utility, which means a public, private or municipally owned gas utility that distributes or transports natural gas to customers in the state, must not extend its system in order to supply or sell natural gas to any person or entity that is currently served by another natural gas utility.  It must also not extend its system to supply or sell natural gas to any person or entity when there is another natural gas utility in closer proximity to the person or entity to be served, unless the natural gas utility in closer proximity has declined to do so.  Subsection 5 notes that the provisions of subsection 4 will only apply to extension of service issues between a municipally owned natural gas utility serving customers located outside its municipal boundaries and a private or investor-owned natural gas utility.  The term “municipally owned” includes systems that are owned by a city from another state and are distributing or transporting natural gas.  KLC indicates that these provisions will likely be of benefit to cities.  KLC notes that these provisions would prohibit a private utility from singling out current customers from a municipal natural gas utility that is operating outside of its city boundaries.  This would provide the municipal utility the right of first refusal if they are in closer proximity to a customer that is not currently served.  KLC indicates that these provisions would each likely have a positive fiscal impact for cities, and thus their city-operated natural gas distribution systems.
The Kentucky Municipal Utilities Association (KMUA) indicates that in the absence of HB 27 HCS 1, natural gas utilities could be negatively impacted if legal challenges were made.  One of the KMUA member utilities indicates that, under current law, if legal action was taken in relation to the utility selling gas to customers outside the city’s boundaries, the resulting expenditures could be in the millions of dollars, although it is difficult to definitively quantify an amount. 
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