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MEASURE'S PURPOSE:  HB 498/GA establishes a fund to supplement forfeited coal surface mining bonds to perform reclamation when the forfeited bonds are inadequate to complete the reclamation.
PROVISION/MECHANICS:  HB 498/GA amends various sections of KRS Chapter 350 to establish a supplemental fund and provide a financing mechanism.
FISCAL EXPLANATION: Currently the first $800,000 a year received from civil penalties resulting from surface mining violations is deposited into the General Fund and moneys in excess of $800,000 a year are deposited into the Bond Pool Fund created by KRS 350.700.  HB 498/GA provides that when the Bond Pool Fund reaches $16 million, or a higher amount if established by the most recent actuarial study, one-half of the moneys will continue to be deposited into the Bond Pool Fund and the other half will be deposited into a new supplemental fund for forfeited bonds.  The net effect of these provisions is to divert funds to the proposed new Supplemental Bond Forfeiture Fund rather than the Bond Pool Fund, which has no effect on the General Fund. 

Bonds that are forfeited currently are deposited into a restricted fund account to be expended for reclamation on the land for which the bond was posted.  HB 498/GA provides that the Bond Forfeiture Restricted Funds account shall become an interest bearing account, and the interest earnings shall be deposited into the proposed new Supplemental Bond Forfeiture Fund.  These moneys could be expended on lands other than those for which the original bond was posted and where the forfeited bonds are inadequate.  Accrual of interest to the Supplemental Bond Forfeiture Fund rather than the State Treasury pursuant to current law would result in a net loss to the General Fund, the amount of which depends upon the total of forfeited bond funds on deposit and the rate of interest thereon.  Based upon the current amount of forfeited bonds on deposit of about $10 - $12 million, the interest earnings would be about $500,000 - $600,000.  There would be no net loss to state government as these receipts would be accounted for in a different manner.
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