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	SUBJECT/TITLE
	Coal severance tax receipts
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MANDATE SUMMARY

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


Program/

	Office(s) Impacted:
	 County government


	Requirement:
	X
	Mandatory
	
	Optional


Effect on

	Powers & Duties
	X
	Modifies Existing
	
	Adds New
	
	Eliminates Existing


PURPOSE/MECHANICS

BR 1134 amends sections of KRS Chapter 42 to increase to 100 percent the amount of coal severance tax receipts returned to coal-producing counties.  Under the measure, effective July 1, 1998, an amount equal to 100 percent of the severance and processing taxes on coal collected annually would be transferred from the general fund to the Local Government Economic Assistance Fund (LGEAF), the coal severance fund.  LGEA funds currently go to coal-producing counties, and to noncoal-producing counties affected by the transport of coal. BR 1134 would eliminate the coal severance allotment that currently goes to noncoal-producing counties affected by the transport of coal.  In addition, the measure stipulates that the 100 percent transfer of coal severance moneys would come after $19 million is allocated to the Kentucky Worker's Compensation Fund Commission as required by KRS 342.122.

The measure also affects the separate Local Government Economic Development Fund (LGEDF), which is set up to help counties lure industries through grants and debt service.  BR 1134 would give counties the option of transferring up to 50 percent of coal severance tax receipts into the LGEDF.  Currently, coal severance tax receipts are deposited directly into the LGEDF. 

	FISCAL EXPLANATION/BILL PROVISIONS
	ESTIMATED COST


Although the total fiscal impact of BR 1134 on local governments has not been determined, it will mean that coal-producing counties will receive considerably more coal severance tax money for use at the local level, and coal "impact" counties will lose all of the funds formerly received from the coal severance tax.  Presently, 13 percent of coal severance tax receipts are distributed to counties under the LGEAF program.  Counties can use the funds at the local level in a variety of ways, such as public safety, environmental protection, public transportation, health, recreation and libraries.  LGEDF moneys are placed in single-county and multi-county accounts for use in industrial development or other projects.

The following table illustrates the impact of BR 1134 on four coal-producing counties, using projected FY 98 coal severance figures supplied by the Department of Local Government to the Legislative Research Commission. 

	Coal-producing County
	Projected FY 98 Coal Severance Funds (13 Percent)
	Projected 100 Percent Funding

	Bell 
	$514,175
	$3,955,192

	Hopkins 
	$693,397
	$5,333,823

	Leslie 
	$763,214
	$5,870,877

	Muhlenberg 
	$303,484
	$2,334,492


It is not clear how counties would use the additional LGEA money, in other words, whether they would continuing using it the same as now, but with funding increases, or whether they would use it to fund new facets of county government.  The upkeep of roads is always a headache for counties.  In addition, it is not known what percentage counties would put into the separate economic development fund, given the freedom to choose.

Ken Hart, executive director of the Kentucky Coal County Coalition, said coal-producing counties generally use the coal severance funds in all the areas allowed by statute.  He pointed out, though, that coal severance moneys are not to be used for salaries.  Danny Woodard, Hopkins County Judge-Executive, said his county currently uses a large portion of coal severance money in solid waste pickup and disposal.
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