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An Act relating to solid waste and making an appropriation therefor
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Representative Greg Stumbo

NOTE SUMMARY

Fiscal Analysis:
               Impact
               No Impact
    X   Indeterminable Impact

Level(s) of Impact:
       X        State
            X         Local
               Federal

Budget Unit(s) Impact
Container Recycling Authority; Natural Resources and Environmental Protection Cabinet; Transportation Cabinet; Auditor of Public Accounts

Fund(s) Impact:
         X     General
            Road
               Federal


  X  Restricted Agency (Type)
Authorization to incur up to $5 million debt (Other)

FISCAL SUMMARY

_____________________________________________________________________________

Fiscal Estimates
1999-2000
2000-2001
2001-2002
Future Annual

Rate of Change

Revenues (+/-)


Indeterminable
Indeterminable

Expenditures (+/-)


Indeterminable*
Indeterminable

Net Effect


Indeterminable*
Indeterminable

*Includes $3 million General Fund appropriation to the Container Recycling Authority

_____________________________________________________________________________

MEASURE'S PURPOSE:  HB 1 is a comprehensive measure to improve solid waste management in the Commonwealth.  It creates, effective July 1, 2001, the Container Recycling Authority (Authority), a 13-member public corporation charged with the establishment and management of the statewide Container Deposit Program.  It creates the Kentuckians Against Trash Fund (KAT Fund) and provides minimum refund value amounts on beverage containers, and advance disposal fees on fast food containers and packaging.  It mandates county-based redemption centers and county-based universal solid waste collection effective July 1, 2001.  It provides for handling fees, funds distributions, and reporting requirements.  It specifies the duties of the Natural Resources and Environmental Protection Cabinet (NREPC) and the Transportation Cabinet (TC) relating to solid waste collection and enforcement.  It revises the administrative and enforcement mechanisms under the criminal littering statutes.  

HB 1 creates the Adopt-a-Highway Program and requires a state littering hotline be established effective July 15, 2000.  It requires an annual audit by the Auditor of Public Accounts effective June 30, 2002.  

PROVISION/MECHANICS:  HB 1 creates the Authority, the KAT Fund, and the Container Deposit Program.  It mandates county-based redemption centers and county-based universal collection programs.  

Section 1.  Povides definitions of terms.

Section 2.  Establishes minimum refund values of 5¢ for containers from 4 oz. up to 20 oz.; and 10¢ for containers equal to or greater than 20 oz. up to 1 gallon.   

Section 3.  Requires beverage dealers to label containers to indicate their refund value; specifies that the deposit amount shall not be subject to sales or gross receipts taxes.

Section 4.  Requires that each county or urban-county government have at least one redemption center; permits the local government entity to designate the NREPC to establish the county-based redemption center; and authorizes the NREPC to use the TC's highway maintenance garages, enter into a contract with a private vendor, or form a regional redemption center with other counties. 

Section 5.  Requires the NREPC to promulgate regulations for redemption centers certification and administer the certification program; specifies that uncertified redemption centers will not be eligible to receive reimbursements for deposits or for handling fees. 

Sections 6 and 7.  Sets forth procedures for redemption of containers.

Section 8.  Provides that distributors would pay to the Authority the minimum refund values amounts of 5¢ for containers from 4 oz. up to 20 oz. and of 10¢ for containers equal to or greater than 20 oz. up to 1 gallon; and requires distributors to pay advance disposal fees equal to 1/4th of 1¢ on beverage cups and packaging sold to fast-food retail businesses. 

Section 9.  Creates the KAT Fund, an interest bearing account, which may receive state appropriations and other funds; provides moneys from the container deposits to be used to reimburse minimum refund values at county-based redemption centers, to reimburse the 2¢ per container handling fee to redemption centers, to repay the $3 million appropriation to the credit of the General Fund, and to repay any debt incurred from borrowing up to $5 million from other state agencies.  

Also requires funds received from advance disposal fees, sale of recyclable material, and penalties to be expended for the following purposes:  Redemption center handling fees (up to 45%); Authority's administrative cost (up to 3%); NREPC's and TC's administrative costs (up to 1%); TC's Adopt-a-Highway Program (up to 5%); Public Awareness Program (up to 10%); and Disbursement to counties for operations of universal collection systems and waste cleanups (36%)to be distributed based on the counties' percentage of roads, population, and distance, and is patterned after the state highway program.  

Section 10.  Establishes a 2¢ handling fee to be paid to redemption centers.

Section 11.  Creates the Authority and specifies its membership is to be appointed by the Governor.  

Section 12.  Allows the Authority to hire an Executive Director.

Sections 13 and 14.  Sets forth the duties of the Authority, including the authorization to borrow up to $5 million from other state agencies.

Section 15.  Requires the Auditor of Public Accounts to conduct an annual audit of the KAT Fund beginning no later than June 30, 2002.

Section 16.  Requires counties to establish a line item in their budgets for any moneys received from the KAT Fund; directs that a county's failure to comply with regulations promulgated by the Authority regarding the accounting of funds shall result in withholding of funds in the next year.

Section 17.  Sets forth penalties for dealers who violate the provisions of Section 3 and for redemption centers which violate the provisions of Section 6.

Section 18.  Requires the Authority to promulgate regulations to implement the provisions of Sections 1 to 18.

Section 19.  Creates the Adopt-a-Highway Fund and sets forth the purposes of the program.

Section 20.  Requires local government entities to hire a solid waste coordinator.

Section 21.  Requires the NREPC, effective July, 2000, to establish and manage a toll-free hotline to report littering; and requires a convicted defendant to reimburse the expenses of any person who testifies in court as a witness.

Sections 22, 23, and 24.  Amends existing littering statutes to include county solid waste coordinators as enforcement officers. 

Section 25.  Amends current statutes to redefine universal collection as curbside or end-of-driveway collection; and requires participation by each household or solid waste generator.  

Section 26.  Provides that each county or urban-county government is required to provide universal collection to all residents by July 1, 2001; directs that should a county fail to meet the statewide average collection rate for household garbage, the NREPC shall operate the universal collection program; and specifies the Commonwealth can not endorse projects that generate solid waste under the intergovernmental review process for local governments that have their collection programs operated by NREPC.  

Section 27.  Allows counties to collect solid waste pick-up fees by placing the fee on property tax bill; and provides exemptions from universal collection for vacation property owners.

Section 28.  Amends current law to require that counties report the rate of collection by universal collection programs in their annual status report and the NREPC shall include such information in the state-wide annual report.

Section 29.  Repeals KRS 224.43-315 pertaining to universal collection.

Section 30.  Appropriates $3 million from the General Fund to the Container Recycling Authority; and  

Section 31.  Specifies that Sections 1 to 18 become effective July 1, 2001.

FISCAL EXPLANATION:  The fiscal impact of HB 1 is indeterminable due to the lack of data regarding specific components of the legislation.  However, the following represents the cost elements which can be defined.

Sections 8 and 9.  The amount of revenues to be generated under Section 8 is indeterminable.  It is unknown how many of each class of beverage container or fast-food packaging is distributed in Kentucky since this is proprietary data.  It is also unknown at what rate each class of container will be redeemed.  Therefore, it is not possible to calculate the revenue stream, or project the money that may be available for each task's specified percentage threshold as established in Section 9.  

It is unknown whether the container deposit receipts will be sufficient to cover the costs of all handling fees.  For example, it is noted in the report from the Special Task Force on Container Deposit (LRC Research Report, No. 288) that because the handling fee is paid from unclaimed deposits, that source of money is depleted when the recycling rates reach 71% for 5¢ containers, or 83% for 10¢ containers.  If such recycling rates are achieved, up to 45% of the receipts from the advance disposal fees can be used for handling fees under Section 9.  This will reduce proportionately the funds available for other purposes specified in Section 9.  

Section 30.  Although not specifically identified, it is presumed that the appropriation of $3 million from General Fund to the Container Recycling Authority expressed in Section 30 is for FY 2001-2002 as that is when the Authority would come into being.  These funds may be used by the Authority for the purposes set forth in Sections 1 to 18.  

Sections 11 to 14.  There will be a start-up period for this new entity, its members must be appointed by the Governor and it may hire an executive director.  Restricted Funds from prepaid refund values and advance deposit fee are also authorized to begin accruing in FY 2001-2002.  The Authority may also borrow from other state agencies up to $5 million to be repaid over a maximum 10 year period.  Expenditures for various state programs and counties are authorized for FY 2001-2002.

Sections 19 and 21.  The following state functions are mandated to begin in FY 2000-2001 for which the fiscal impacts are also indeterminable:  the NREPC state-wide littering hotline (Section 21) and the TC Adopt-a-Highway Program (Section 19) are to begin with the effective date of the Act.  

Section 4 and 26.  There may be substantial state costs if counties designate the NREPC to run the county-based redemption centers (Section 4) or if the NREPC is required to run county-base universal collection programs (Section 26).  The Model Procurement Code requirements may apply to such state activities.  

DATA SOURCE(S)
Evaluating Container Deposit Legislation Proposed for Kentucky, LRC Research Report, No. 288; LRC Staff; Natural Resources and Environmental Protection Cabinet

NOTE NO.
20
PREPARER
Nancy Rose Osborne
REVIEW

DATE
1/14/00

LRC 2000-BR483

