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Kentucky’s growing hemp
industry faces challenges

by Rebecca Hanchett
LRC Public Information

FRANKFORT—Six years ago, the
Kentucky General Assembly created a
framework for production of industrial hemp.
Now the state is a hemp production leader,
with around 26,000 acres planted this year
alone.

But the growth of hemp and hemp
processing in Kentucky under 2013 Senate Bill
50 and the 2014 U.S. Farm Bill has presented
what Kentucky Agriculture Commissioner
Ryan Quarles calls “growing pains,” with
farmers and processors facing some
uncertainty from both federal regulators and
financial lenders.

Although the federal government no
longer classifies hemp - a type of cannabis
plant--as a controlled substance under federal
law, it still regulates the sale of cannabis
and cannabis-derived products such as the
increasingly popular CBD (or cannabidiol).
That has not changed according to the federal
Food and Drug Administration, which stated
on its website in July that only one CBD
product (the epilepsy drug Epidiolex) had
been approved by the FDA to date and that
marketing of any other CBD product for
therapeutic, health or food use is “currently
illegal”

Quarles said FDA oversight is the top
issue facing hemp growers and processors,

Senate Majority Floor Leader Damon Thayer, R-George-
town, talks about hemp in Kentucky at the Oct. 7 meet-
ing of the Interim Joint Committee on Agriculture.

especially when it comes to any “consumable
end product” like CBD which is often
consumed as an edible or in drops under the
tongue.

Quarles said Kentucky has been in talks
with the FDA about hemp’s potential as a
food or other additive, but that uncertainties
remain.

“We still like to remind all of our
program participants ... that this is still a crop
that has risks involved,” he told the Interim
Joint Committee on Agriculture on Oct.

7. “But the FDA is a very process-oriented

Continued on page 3

Preliminary
estimates suggest
General Fund
surplus
for FY 2020

by Rebecca Hanchett
LRC Public Information

FRANKFORT—Preliminary estimates
from a group of state economic forecasters
predicts that Kentucky will end this fiscal year
with a General Fund revenue surplus of $26.7
million.

The preliminary fiscal year 2020 forecast
—based on projected revenue growth over
the state’s current official revenue estimate,
issued in late 2017—adopted on Oct. 15 by the
Consensus Forecasting Group (CFG) reflects
0.8 percent projected General Fund growth by
the end of FY 2020. It also predicts 2.0 percent
revenue growth in FY 2021 and 1.7 percent
growth in FY 2022.

The CFG also adopted revenue estimates
yesterday for the state Road Fund which funds
state transportation projects. Preliminary
estimates suggest FY 2020 Road Fund revenues
will exceed the current official estimate by $52.7
million.

The CFG will meet later this year to
finalize the state’s FY 2020-2022 revenue
estimates for both the General Fund and the
Road Fund and issue official estimates in
December, giving the 2020 Kentucky General

Continued on page 3
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New way to bet on the ponies pondered

by Jim Hannah
LRC Public Information

FRANKFORT - A thoroughbred racing
think tank has asked Kentucky lawmakers to
consider allowing a new type of bet on horse
races.

Fixed-odds wagering would allow track
operators to be competitive against the expan-
sion of legalized sports betting in other states,
said Patrick Cummings of the Thoroughbred
Idea Foundation of Lexington. He made the re-
marks during the Oct. 2 meeting of the Interim
Joint Committee on Licensing, Occupations
and Administrative Regulations.

This new type of wager would allow bettors
to compete against the house, or bet taker.

The house would set fixed odds on horses that
bettors could choose to lock in with a wager. In
general, sports betting on football, basketball
and other sports are made under this model.

Cummings, a former executive with the
Hong Kong Jockey Club, said this would be a
historic shift from pari-mutuel wagering now
offered across the horse racing industry. That’s a
business model where bettors compete against
other bettors with the track removing a per-
centage of the pool, known as the takeout, be-
fore distributing the rest of the pool to winning
players. The odds change as the pool fluctuates
until the race begins.

“This is clearly an opportunity to develop
a complementary product for racing’s existing
customers while introducing a modern form of
betting for new ones as well,” Cummings said
while explaining why pari-mutuel betting isn't
being embraced by younger generations. “This
opportunity should be embraced with Kentucky
leading the way”

Cummings said legislators should consider
adding a provision to allow fixed-odds wagering
on horse racing to any bill that would legalize
sports betting. Currently, Sen. Julian M. Carroll,
D-Frankfort, has prefiled a sports betting bill.

Senate Majority Floor Leader Damon
Thayer, R-Georgetown, asked committee Co-
chair Rep. Adams Koenig, R-Erlanger, to con-
sider refiling a sports betting bill he introduced
last session with the addition of the fixed-odds
wagering for horses.

“I think this is an idea whose time has
come,” Thayer said of fixed-odds wagering on
horse racing. “I'm supportive of it. And I would
like to see Kentucky lead the way on this”

Sen. Reginald Thomas, D-Lexington, asked

what other countries had legalized fixed-odds
wagering on horse racing. Cummings said it
is legal in Australia, South Africa, England,
Ireland and likely many other European juris-
dictions.

Cummings added that many American
track operators, including Keeneland, have busi-
ness arrangements with overseas bookmakers
to offer fixed-odds wagering on American horse
races to European bettors. He speculated that
the market for fixed-odds betting by Europe-
an customers on American races is about $1.4
billion.

In response to a question by Rep. Bud-
dy Wheatley, D-Covington, Cummings said
New Jersey is the only state to offer fixed-odds
wagering on horse racing. He added that legal
alternatives to fixed-odd betting in racing is
incredibly limited.

“Outside of the few days when Churchill
Downs offers their future wager via a limited
pari-mutuel pool ... American customers cannot
place a bet on the Derby until Derby or Oaks
day and they won’t know their potential return
until the betting is stopped and the race is al-
ready underway,” Cummings said

He said the biggest threat to track operators
is oftshore entities that offer fixed-odds wager-
ing on horse races, including the Kentucky Der-
by. Cummings said one of the biggest operators
catering to American horse racing fans is based
in Costa Rica and licensed in Curacao. He said
these types of operators do not return any por-
tion of their profits to the thoroughbred indus-

State Sen.
Denise

Harper Angel,
D-Louisville,
asks a
questions about
fixed-odds
wagering on
horse races
during the Oct.
2 meeting of
the Interim Joint
Committee

on Licensing,
Occupations
and
Administrative
Regulations.

try as required from legal gambling operators.

Sen. Christian McDaniel, R-Taylor Mill,
asked where Churchill Downs and Keeneland
stood on fixed-odds wagering on horse races.

“Churchill has not publicly commented on
the matter that I've been able to assess,” Cum-
mings said. “I've certainly had conversations
with Keeneland, and they certainly seem very
supportive of this concept — both from the mar-
keting side and certainly the business side”

In response to another question from Mc-
Daniel, Cummings said Churchill and Keene-
land were not members or financial supporters
of his organization.

“Everything is privately funded by indi-
viduals,” Cummings said of the source of his
group’s money.

Rep. Jerry T. Miller, R-Louisville, asked
whether Kentucky voters would have to approve
a constitutional amendment to allow fixed-
odds wagering on horse racing. Koenig said he
didn’t think a constitutional amendment would
be necessary but added that he hoped to have
a nationally recognized legal expert on this
type of betting testify before the committee in
December.

Carroll, a member of the committee, asked
about the taxing implications of the propos-
al. Cummings said he envisioned the take, or
amount retained by the bet taker, to be 10 per-
cent or 11 percent for brick and mortar sports
bets and 14 percent for online operators. Thayer

Continued on page 3
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Betting, from page 2

added that would be in line with previous sports
wagering legislation considered in Kentucky.

Cummings said any of those figures would
be a higher take than traditional sports bets,
which are around 5 percent. He said the higher
take was necessary for horse racing because that
sport, unlike football or basketball, is funded
through wagering.

House Majority Whip Chad McCoy,
R-Bardstown, asked how the proposal would
help increase purses, or the prize money in
horse races. Cummings said the legislation
would have to be carefully crafted to protect the
interests of the industry, tracks and horsemen.
He emphasized that no percentage of wagers
taken by offshore operations benefit American

purses or horsemen.

Sen. Denise Harper Angel, D-Louisville,
expressed her support of the proposal.

“I think this is a great idea,” she said. “I'm
the proud senator that represents Churchill
Downs, doubly proud because my father was an
owner and trainer there for 40-plus years before
moving on to Santa Anita. We have to stay
ahead of this”

Thayer said he was happy the proposal
received a largely receptive response from com-
mittee members.

"There are a lot of really good questions
about taxation, and horsemen and purses,”
Thayer said. “We have to be able to tax it ata
level that the customer will want to wager ... and
the operator will invest to attract people cur-
rently making these wagers illegally."

Hemp,

from page 1

organization, as you know, and so we want

to make sure that they don’t regulate this
business to death, that we educate them on the
nutraceutical health care/health supplement
side of the crop as well as other areas which are
currently prohibited by law.”

Financial lending is another challenge
for the hemp industry, said Quarles, who said
a lot of banks are hesitant to provide loans to
processors and growers. That has improved
since hemp became a legal crop in 2018, but
he said lenders—especially national banking
institutions—are holding back.

“We're just trying to figure out what issues
they have,” he told lawmakers. “A lot of these
issues will have to be resolved in Washington,
D.C”

A lack of crop insurance options is another
concern for growers, said Quarles. A handful
of the state’s hemp growers elected for Whole
Farm crop insurance coverage this year, he said,
but he said he didn’t expect many farmers to use
that product in 2020.

Quarles said it could take three or four
years for the hemp industry to produce the
data that insurers need to provide the type of
coverage now available for corn and soybean
crops.

“They need production data. We simply
don’t have the data nationwide to say ‘this is

b33

what an average yield is,” he told the committee.

Rep. Joe Graviss, D-Versailles, said he is
aware of some cash flow and payment concerns
from Kentuckians in the hemp industry. He
asked Quarles how those concerns are being
addressed, and Quarles emphasized a need for
more access to financial lending.

Nearly 1,000 Kentucky growers

had a hand in this year’s crop -

a record since the state’s hemp
program began 2014.

“The inability of our legal hemp companies
to go into a bank and have access to credit (is an
issue),” he said. “It’s disrupting business here in
Kentucky”

Senate Majority Floor Leader Damon
Thayer, R-Georgetown, asked Quarles if any
legislative changes regarding hemp are needed
at the state level. He mentioned the possibility
of a special legislative meeting on hemp
before the start of the 2020 session to iron out
any proposals before budget talks consume
lawmakers’ time in February and March.

“There is a lot of bipartisan support
for hemp, and we want to make sure we are
prepared to send a message to growers and
potential growers that we in Kentucky want to
stay ahead of the curve,” said Thayer.

Nearly 1,000 Kentucky growers had a
hand in this year’s crop - a record for hemp
production since Kentucky began licensing
hemp growers and handlers under the state’s
Industrial Hemp Research Pilot Program in
2014.

Budget, from page 1

Assembly the information it needs to consider
budget legislation for 2020-2022.

One factor influencing current national
economic forecasts is the ongoing trade conflict
with China, State Budget official Dr. ]. Michael
Jones told the CFG on Tuesday. He said it is
assumed in the economic forecast released by
the global firm IHS Markit—which supplies
economic information to the CFG—that “all
tariffs will be going into effect in the continuing
trade war with China,” including expanded
tariffs on currently taxed goods and products,
and a phase-in of goods not previously covered
by tariffs, with the next round of tariffs levied
on Dec. 15.

The preliminary fiscal year
2020 forecast adopted on
Oct. 15 by the Consensus
Forecasting Group (CFG)

reflects 0.8 percent projected
General Fund growth by the
end of FY 2020.

Jones said that IHS Markit is also
forecasting a 35-percent chance that there will
be a national recession beginning in the first
quarter of FY 2021 and lasting three to four
quarters. The firm is predicting a short-lived
recession, said Jones.

“Nothing like the malaise that we saw 2008
into 2010, the Great Recession, if you will,” he
said.

Another factor considered by the CFG is
a 1.1 percent increase in FY 2020 first-quarter
General Fund revenues. Governor’s Office of
Economic Analysis official Greg Harkenrider
said the 1.1 percent increase was the lowest
growth in first-quarter General Fund receipts
since FY 2017.

State law requires the Office of State Budget
Director to certify and present the General
Assembly with the CFG’s official revenue
estimates for the General Fund and Road Fund
for the current and next two fiscal years “on
or before the fifteenth legislative day” in even-
numbered years.
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2019

Senate

Julie Raque Adams (36)

Ralph Alvarado (28)

Tom Buford (22)

Jared Carpenter (34)

Danny Carroll (2)

Julian M. Carroll (7)

Matt Castlen (8)

Perry B. Clark (37)

C.B. Embry Jr. (6)

Rick Girdler (15)

David P. Givens (9)

Denise Harper Angel (35)

Ernie Harris (26)

213 S Lyndon Lane
Louisville, KY 40222
(LRC) 502-564-8100

3250 McClure Road
Winchester, KY 40391
(LRC) 502-564-8100

409 W Maple St
Nicholasville, KY 40356
(LRC) 502-564-8100

(LRC FAX) 502-564-2466
(Home) 859-885-0606
(Home FAX) 859-885-0606

PO Box 100
Berea, KY 40403
(LRC) 502-564-8100

220 Cimarron Way
Paducah, KY 42001
(LRC) 502-564-8100

(Home) 270-703-8025

702 Capital Ave
Annex Room 255
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave
Annex Room 255
Frankfort, KY 40601
(LRC) 502-564-8100

5716 New Cut Rd
Louisville, KY 40214
(LRC) 502-564-8100

PO Box 1215
Morgantown, KY 42261
(LRC) 502-564-8100
(Home) 270-526-6237

702 Capital Ave
Annex Room 209
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 12
Greensburg, KY 42743
(LRC) 502-564-8100

2521 Ransdell Ave
Louisville, KY 40204
(LRC) 502-564-8100

(Home) 502-452-9130

PO Box 1073
Crestwood, KY 40014
(LRC) 502-564-8100
(Home) 502-241-8307

General
Assembly

Jimmy Higdon (14)

Paul Hornback (20)

Stan Humphries (1)

Alice Forgy Kerr (12)

Christian McDaniel (23)

Morgan McGarvey (19)

Stephen Meredith (5)

Robby Mills (4)

Gerald A. Neal (33)

Dennis Parrett (10)

Albert Robinson (21)

John Schickel (11)

Wil Schroder (24)

344 N Spalding
Lebanon, KY 40033
(LRC) 502-564-8100
(Home) 270-692-6945

6102 Cropper Rd
Shelbyville, KY 40065
(LRC) 502-564-8100

763 Sinking Fork Rd
Cadiz, KY 42211
(LRC) 502-564-8100
(Home) 270-522-0195

3274 Gondola Dr
Lexington, KY 40513
(LRC) 502-564-8100

(Home) 859-223-3274

PO Box 15231
Latonia, KY 41015
(LRC) 502-564-8100

2250 Winston Ave
Louisville, KY 40205
(LRC) 502-564-8100

(Home) 502-589-2780

1424 Byrtle Grove Rd
Leitchfield, KY 42754
(LRC) 502-564-8100

702 Capital Avenue

Annex Room 255
Frankfort, KY 40601
(LRC/Home) 502-564-8100

462 S 4th St

Meidinger Twr, Ste. 1250
Louisville, KY 40202
(LRC) 502-564-8100
(Home) 502-776-1222
(Work) 502-584-8500
(Work FAX) 502-584-1119

731 Thomas Rd
Elizabethtown, KY 42701
(LRC) 502-564-8100
(Home) 270-765-4565

1249 S Main St
London, KY 40741
(LRC) 502-564-8100

PO Box 991
Union, KY 41091
(LRC) 502-564-8100

702 Capital Ave
Annex Room 209
Frankfort, KY 40601
(LRC) 502-564-8100

Dan “Malano” Seum (38)

Brandon Smith (30)

Robert Stivers Il (25)

Damon Thayer (17)

Reginald Thomas (13)

Johnny Ray Turner (29)

Robin L. Webb (18)

Stephen West (27)

Whitney Westerfield (3)

Phillip Wheeler (31)

Mike Wilson (32)

Max Wise (16)

1107 Holly Ave
Fairdale, KY 40118
(LRC) 502-564-8100
(Home) 502-749-2859

124 Craig Street

Hazard, KY 41702

(LRC) 502-564-8100
(Home) 606-436-4526
(Home FAX) 606-436-4526

207 Main St

Manchester, KY 40962
(LRC) 502-564-8100
(Home) 606-598-8575
(Work) 606-598-2322
(Work FAX) 606-598-2357

702 Capital Ave.
Annex Room 242
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave.

Annex Room 255
Frankfort, KY 40601
(LRC) 502-564-8100
(LRC FAX) 502-564-0777

849 Crestwood Dr
Prestonsburg, KY 41653
(LRC) 502-564-8100
(Home) 606-889-6568

102 S Hord St
Grayson, KY 41143
(LRC) 502-564-8100
(Home) 606-474-5380

202 Vimont Ln
Paris, KY 40361
(LRC) 502-564-8100

700 South Main Street
PO Box 1107
Hopkinsville, KY 42241
(LRC) 502-564-8100
(Work) 270-885-7671

702 Capital Ave.
Annex Room 255
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 242
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 229
Frankfort, KY 40601
(LRC) 502-564-8100

* Members of the Kentucky General Assembly may also be
contacted by calling 502-564-8100.
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House

2019 Kentucky General Assembly

Rocky Adkins (99)

Lynn Bechler (4)

Danny Bentley (98)

John Blanton (92)

Tina Bojanowski (32)

Charles Booker (43)

Adam Bowling (87)

Terri Branham Clark (100)

Kevin D. Bratcher (29)

R. Travis Brenda (71)

Randy Bridges (3)

George Brown Jr. (77)

PO Box 688

Sandy Hook, KY 41171
(LRC) 502-564-8100
(Home) 606-738-4242
(Work) 606-928-0407
(Work FAX) 606-929-5913

2359 Brown Mines Rd
Marion, KY 42064
(LRC) 502-564-8100
(Home) 270-988-4171

702 Capital Avenue
Annex Room 367C
Frankfort KY 40601
(LRC) 502-564-8100

702 Capital Avenue
Annex Room 329H
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 451E
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 424C
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 2928
Middlesboro, KY 40965
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 429B
Frankfort, KY 40601
(LRC) 502-564-8100
(Home) 606-232-0357

10215 Landwood Dr
Louisville, KY 40291
(LRC) 502-564-8100
(Home) 502-231-3311

702 Capital Ave.
Annex Room 316E
Frankfort, KY 40601
(LRC) 502-564-8100

375 Stonegate Drive
Paducah, KY 42003
(LRC) 502-564-8100
(Home) 270-331-0648
(Home FAX) 270-443-4526

424 E Fourth Street
Lexington, KY 40508
(LRC) 502-564-8100
(Home) 859-312-7513

Tom Burch (30)

McKenzie Cantrell (38)

John Bam Carney (51)

Jeffery Donohue (37)

Myron Dossett (9)

Jim DuPlessis (25)

Larry Elkins (5)

Daniel Elliott (54)

Joseph M. Fischer (68)

Kelly Flood (75)

Deanna Frazier (81)

Chris Freeland (6)

Chris Fugate (84)

4012 Lambert Ave
Louisville, KY 40218
(LRC) 502-564-8100

(Home) 502-454-4002

702 Capital Avenue
Annex Room 424A
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 4064
Campbellsville, KY 42719
(LRC) 502-564-8100
(Home) 270-403-7980

PO Box 509
Fairdale, KY 40118
(LRC) 502-564-8100
(Work) 502-439-6175

491 E Nashville St
Pembroke, KY 42266
(LRC) 502-564-8100
(Home) 270-475-9503

702 Capital Ave
Annex Room 376
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 405D
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 2082
Danville, KY 40423
(LRC) 502-564-8100
(Home) 859-332-4204

126 Dixie Place

Ft Thomas, KY 41075
(LRC) 502-564-8100
(Home) 859-781-6965
(Work) 513-794-6442

121 Arcadia Park
Lexington, KY 40503
(LRC) 502-564-8100

(Home) 859-221-3107

702 Capital Ave.
Annex Room 405C
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 413E
Frankfort, KY 40601
(LRC) 502-564-8100

277 Right Branch Spencer
Chavies, KY 41727

(LRC) 502-564-8100
(Home) 606-233-5660

Al Gentry (46)

Jim Glenn (13)

Robert Goforth (89)

Jim Gooch Jr. (12)

Derrick Graham (57)

Joe Graviss (56)

David Hale (74)

Chris Harris (93)

Mark Hart (78)

Angie Hatton (94)

Richard Heath (2)

Kathy Hinkle (96)

Jeff Hoover (83)

8406 Cloverport Dr
Louisville, KY 40228
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 462A
Frankfort, KY 40601
(LRC) 502-564-8100
(Home) 270-686-8760

2163 E Highway 30
East Bernstadt, KY 40729
(LRC) 502-564-8100
(LRC FAX) 502-564-5640
(Home) 606-305-1321

714 N Broadway B2
Providence, KY 42450
(LRC) 502-564-8100
(Home) 270-667-7327
(Work FAX) 270-667-5111

157 Bellemeade Dr
Frankfort, KY 40601
(LRC) 502-564-8100

(Home) 502-223-1769

702 Capital Ave.
Annex Room 429J
Frankfort, KY 40601
(LRC) 502-564-8100
(Work) 859-433-4392

11 Hales Ln
Wellington, KY 40387
(LRC) 502-564-8100
(Home) 606-768-3474

719 Forest Hills Rd
Forest Hills, KY 41527
(LRC) 502-564-8100
(Home) 606-237-0055

202 W 4th St
Falmouth, KY 41040
(LRC) 502-564-8100

(Home) 859-654-4278

20 Ohio St
Whitesburg, KY 41858
(LRC) 502-564-8100

438 Millers Chapel Rd
Mayfield, KY 42066

(LRC) 502-564-8100
(Home) 270-705-7539
(Work) 270-247-2210
(Work FAX) 270-247-2304

702 Capital Ave.
Annex Room 424B
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 985
Jamestown, KY 42629
(LRC) 502-564-8100
(Home) 270-343-2264
(Work) 270-343-5588
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2019 Kentucky General Assembly

Cluster Howard (91)

Regina Huff (82)

Thomas Huff (49)

Joni L. Jenkins (44)

Dennis Keene (67)

Kim King (55)

Matthew Koch (72)

Adam Koenig (69)

Nima Kulkarni (40)

Stan Lee (45)

Derek Lewis (90)

Scott Lewis (14)

Savannah Maddox (61)

Mary Lou Marzian (34)

476 Kings Ridge
Jackson, KY 41339
(LRC) 502-564-8100
(Home) 606-568-7660

179 Mountain St
Williamsburg, KY 40769-
(LRC) 502-564-8100
(Home) 606-549-3439

PO Box 1331
Shepherdsville, KY 41065
(LRC) 502-564-8100

2010 O'Brien Ct
Shively, KY 40216
(LRC) 502-564-8100
(Home) 502-447-4324

1040 Johns Hill Rd
Wilder, KY 41076
(LRC) 502-564-8100
(Home) 859-441-5894

250 Bright Leaf Dr
Harrodsburg, KY 40330
(LRC) 502-564-8100
(Home) 859-734-2173

702 Capital Ave.
Annex Room 329E
Frankfort, KY 40601
(LRC) 502-564-8100

170 Herrington Ct #12
Erlanger, KY 41018
(LRC) 502-564-8100
(Home) 859-653-5312

702 Capital Ave.
Annex Room 429E
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 2090

Lexington, KY 40588
(LRC) 502-564-8100
(Home) 859-252-2202
(Home FAX) 859-259-2927

702 Capital Ave.

Annex Room 413D
Frankfort, KY 40601
(LRC) 502-564-8100
(Home) 606-594-0061
(Home FAX) 606-672-5526

PO Box 454
Hartford, KY 42347
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 413G
Frankfort, KY 40601
(LRC) 502-564-8100

2007 Tyler Ln
Louisville, KY 40205
(LRC) 502-564-8100

(Home) 502-451-5032

C. Ed Massey (66)

Bobby McCool (97)

Chad McCoy (50)

David Meade (80)

Reginald Meeks (42)

Michael Meredith (19)

Russ A. Meyer (39)

Suzanne Miles (7)

Charles Miller (28)

Jerry T. Miller (36)

Patti Minter (20)

Kimberly Poore Moser (64)

Jason Nemes (33)

David Osborne (59)

Ruth Ann Palumbo (76)

702 Capital Ave.
Annex Room 352B
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 413C
Frankfort, KY 40601
(LRC) 502-564-8100

702 Capital Avenue
Annex Room 370
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 121
Stanford, KY 40484
(LRC) 502-564-8100

PO Box 757
Louisville, KY 40201
(LRC) 502-564-8100

(Work) 502-741-7464

PO Box 292
Brownsville, KY 42210
(LRC) 502-564-8100
(Work) 270-597-6049

106 Lone Oak Drive
Nicholasville, KY 40356
(LRC) 502-564-8100

PO Box 21592
Owensboro, KY 42304
(LRC) 502-564-8100

3608 Gateview Cir
Louisville, KY 40272
(LRC) 502-564-8100

(Home) 502-937-7788

PO Box 36
Eastwood, KY 40018
(LRC) 502-564-8100

702 Capital Ave.
Annex Room 429A
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 143

Independence, KY 41051

(LRC) 502-564-8100

702 Capital Avenue
Annex Room 416C
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 8

Prospect, KY 40059
(LRC) 502-564-8100
(Work) 502-645-2186

10 Deepwood Dr
Lexington, KY 40505
(LRC) 502-564-8100

(Home) 859-299-2597

Jason Petrie (16)

Phillip Pratt (62)

Melinda Gibbons Prunty (15)

Rick Rand (47)

Josie Raymond (31)

Brandon Reed (24)

Steve Riley (23)

Rob Rothenburger (58)

Bart Rowland (21)

Steven Rudy (1)

Sal Santoro (60)

Dean Schamore (10)

Attica Scott (41)

PO Box 397

Elkton, KY 42220

(LRC) 502-564-8100
(Home) 270-265-3163
(Home FAX) 270-265-3164

702 Capital Ave
Annex Room 351
Frankfort, KY 40601
(LRC) 502-564-8100

PO Box 411
Greenville, KY 42345
(LRC) 502-564-8100

PO Box 273

Bedford, KY 40006

(LRC) 502-564-8100
(Home) 502-255-3392
(Work) 502-255-3286
(Work FAX) 502-255-9911

702 Capital Ave.
Annex Room 451B
Frankfort, KY 40601
(LRC) 502-564-8100

113 N Walters Ave
P.O.Box 8
Hodgenville, KY 42748
(LRC) 502-564-8100
(Work) 270-358-0868

189 Blue Sky Dr
Glasgow, KY 42141
(LRC) 502-564-8100
(Home) 270-646-6821

811 Stapleton Rd
Shelbyville, KY 40065
(LRC) 502-564-8100
(Home) 502-633-5832

PO Box 336
Tompkinsville, KY 42167
(LRC) 502-564-8100

350 Peppers Mill Drive
Paducah, KY 42001
(LRC) 502-564-8100
(Work) 270-462-3156

12094 Jockey Club Dr
Union, KY 41091

(LRC) 502-564-8100
(Home) 859-371-8840
(Home FAX) 859-371-4060

120 Ball Park Rd
Hardinsburg, KY 40143
(LRC) 502-564-8100

702 Capital Ave
Annex Room 432C
Frankfort, KY 40601
(LRC) 502-564-8100
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Steve Sheldon (17)
702 Capital Ave
Annex Room 351B
Frankfort, KY 40601
(LRC) 502-564-8100

John Sims Jr (70)
3177 Maysville Rd
Flemingsburg, KY 41041
(LRC) 502-564-8100
(Home) 606-748-1839

Maria Sorolis (48)
702 Capital Ave
Annex Room 432A
Frankfort, KY 40601
(LRC) 502-564-8100

Cherlynn Stevenson (88)
702 Capital Ave
Annex Room 424G
Frankfort, KY 40601
(LRC) 502-564-8100
Jim Stewart Il (86)
545 KY 223
Flat Lick, KY 40935
(LRC) 502-564-8100
(Home) 606-542-5210
Wilson Stone (22)
1481 Jefferson School Road
Scottsville, KY 42164
(LRC) 502-564-8100
(Home) 270-622-5054

Ashley Tackett Laferty (95)
702 Capital Ave
Annex Room 432F
Frankfort, KY 40601
(LRC) 502-564-8100
Nancy Tate (27)
702 Capital Ave
Annex Room 351D
Frankfort, KY 40601
(LRC) 502-564-8100
Walker Thomas (8)
2620 Cox Mill Road
Hopkinsville, KY 42240
(LRC) 502-564-8100
(Home) 270-889-8091
(Home FAX) 270-885-5335
James Tipton (53)
8151 Little Mount Rd
Taylorsville, KY 40071
(LRC) 502-564-8100

Tommy Turner (85)
175 Clifty Grove Church
Somerset, KY 42501
(LRC) 502-564-8100
(Home) 606-274-5175

Ken Upchurch (52)

PO Box 969
Monticello, KY 42633
(LRC) 502-564-8100
(Home) 606-340-8490

Russell Webber (26)
PO Box 6605
Shepherdsville, KY 40165
(LRC) 502-564-8100
(Home) 502-543-8209

Susan Westrom (79)
PO Box 22778
Lexington, KY 40522
(LRC) 502-564-8100
(Work) 859-266-7581

Buddy Wheatley (65)
702 Capital Avenue
Annex Room 462A
Frankfort, KY 40601
(LRC) 502-564-8100
Rob Wiederstein (11)
702 Capital Avenue
Annex Room 451A
Frankfort, KY 40601
(LRC) 502-564-8100
(Work) 270-831-1087
Lisa Willner (35)
702 Capital Avenue
Annex Room 424D
Frankfort, KY 40601
(LRC) 502-564-8100
(Home) 502-599-7289
Les Yates (73)
702 Capital Avenue
Annex Room 351C
Frankfort, KY 40601
(LRC) 502-564-8100

* Members of the Kentucky General Assembly may also be
contacted by calling 502-564-8100.
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'LRC
'Publications
12020 Price List

; Daily Record Pick up: $165

y Daily Record Mailed: $165 (plus
] postage)

| Friday Record Mailed: $38.50 (plus
I postage)

I Individual Record Pick up: $2.75

I Individual Record Mailed: $2.75 (plus
| postage)

|

" Bills

' Complete Set of Bills and Resolutions
' (Pick up): $630

: Individual Bills Per Page: $.05

; Amendments Per Page: $.05

j Roll Call Votes: $.15 Per Page

1
j Publications

1 1-10 copies: Free to general public;
I larger numbers of free copies are
I available to schools and state agencies
I (Copies over preapproved limits require
: agency approval)

" Administrative Regulations
: Administrative Register (monthly):
] $120.00

: Acts of the General Assembly (2018)

j Regular Session: $80.00 (2 Volumes)

] Special Sessions: Priced after printing

I

I Journals

! House and Senate Complete Set, House

I Set, Senate Set: Priced after printing

:

Ll prices subject to 6% Kentucky sales
tax within Kentucky, and subject to

: change)

L_—_—__—_—_——_
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Committee Meetings

~ Index

Administrative Regulation Review Subcommittee,

53,86, 118

Agriculture, 39

Alzheimer’'s and Dementia Workforce Assessment
Task Force, 94, 111

Appropriations and Revenue, 18, 19, 32, 39, 49, 50

Area Development District Working Group, 101

B
Banking and Insurance, 25, 71

C
Capital Projects and Bond Oversight, 100

E

Economic Development and Workforce Invest-
ment, 27, 64

Education, 42, 80

Education Assessment and Accountability Review
Subcommittee, 109

Electronic Recording of Official Documents by
County Clerks, Task Force on: 24, 51

G
Government Contract Review Committee, 96, 114

H
Health, Welfare, and Family Services, 12

J
Judiciary, 46, 60

K

Kentucky Career and Technical Education Task
Force, 84, 117

L

Legislative Research Commission, 9

Licensing, Occupations, and Administrative Reg-
ulations, 16, 66

Local Government,30, 63

M
Medicaid Oversight and Advisory Committee, 123
Mileage-Based Transportation Funding Task Force,

19,70
N
Natural Resources and Energy, 41, 51
P

2020 Prefiled Bills, 126

Program Review and Investigations Committee,
106

Public Assistance Reform Task Force, 104

Public Water and Wastewater System Infrastruc-
ture Task Force, 102

S

State Government, 34, 75

T

Tobacco Settlement Agreement Fund Oversight
Committee, 83, 122

Tourism, Small Business, and Information Tech-
nology, 45, 74

Transportation, 22

Vv

Veterans, Military Affairs, and Public Protection, 79

LEGISLATIVE RESEARCH

COMMISSION
Minutes of the 563rd Meeting
September 18, 2019

Call to Order and Roll Call

The 563rd meeting of the Legislative
Research Commission was held on Wednesday,
September 18, 2019, at 1:30 PM, in Room 125
of the Capitol Annex. Senator Robert Stivers
II, Chair, called the meeting to order, and the
secretary called the roll.

Present were:

Members: Senator Robert Stivers II, Co-
Chair; Representative David Osborne, Co-Chair;
Senators Julie Raque Adams, David P. Givens,
Dennis Parrett, Damon Thayer, Johnny Ray
Turner, and Mike Wilson; Representatives Rocky
Adkins, John Bam Carney, Derrick Graham, Joni
L. Jenkins, David Meade, and Suzanne Miles.

Guests:

LRC Staft: Jay Hartz and Christy Glass.

Senator Stivers called the meeting to
order and welcomed Jay Hartz as LRC’s new
director. Senator Stivers asked everyone to be
in prayer for David Jones family. Mr. Jones
was the founder of Humana, and passed away
on September 17. Senator Stivers then called
for a motion to approve the minutes of the May
15, 2019, meeting, accept as indicated items A.
through K. under Staff and Committee Reports,
refer prefiled bills as indicated and approve items
B. through DD. under New Business, and accept
and refer as indicated items 1. through 33. under
Communications.

A motion was made by Senator Raque
Adams and seconded by Senator Thayer.

There being no further discussion, a motion
having been made, a roll call vote was taken, and
the motion approved unanimously. The following
items were approved, accepted or referred:

STAFF AND COMMITTEE REPORTS

Information requests since May 2019.

Committee Activity Reports since May
2019.

Report of the Administrative Regulation
Review Subcommittee meetings on May 14, June
11, July 10, and August 9, 2019.

Committee review of the administrative
regulations by the Interim Joint Committee on

Economic  Development and  Workforce
Investment during its meeting on June 6, 2019.

Committee review of the administrative
regulations by the Interim Joint Committee on
Health, Welfare, and Family Services during its
meetings on July 19, August 19, and September
9,2019.

Committee review of  Executive
Reorganization Order 2019-286 by the Interim
Joint Committee on Health, Welfare, and Family
Services during its meeting on June 3, 2019.

Committee review of  Executive
Reorganization Order 2019-0466 by the Interim
Joint Committee on Health, Welfare, and Family
Services during its meeting on August 19, 2019.

Committee review of the FY 2020 Social
Services Block Grant Application by the Interim
Joint Committee on Health, Welfare, and Family
Services during its meeting on August 19, 2019.

Committee review of the FY 2020-2021
Community Services Block Grant Application
by the Interim Joint Committee on Health,
Welfare, and Family Services during its meeting
on August 19, 2019.

Committee review of the FY 2020-21
Unified Block Grant Application by the Interim
Joint Committee on Health, Welfare, and Family
Services during its meeting on September 9,
2019.

Committee review of the administrative
regulations by the Interim Joint Committee on
Natural Resources and Energy during its meeting
on September 10, 2019.

NEW BUSINESS

Referral of prefiled bills to the following
committees: BR 258 (An act relating to hunting
coyotes.) to Agriculture; BR 32 (An act relating
to the taxation of tobacco products.), BR 36 (An
act relating to an increase in tax rates.), BR 107
(An act relating to an exemption of feminine
hygiene products from sales and use taxation.),
BR 117 (An act relating to the taxation of
pension income.), BR 127 (An act proposing an
amendment to Section 170 of the Constitution of
Kentucky relating to exemptions from taxation.),
BR 215 (An act relating to the taxation of
pension income, making an appropriation
therefor, and declaring an emergency.), BR 247
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(An act relating to property taxes for veteran
service organizations.), BR 339 (An act relating
to the rural hospital tax credit.), and BR 355
(An act relating to tax credits for airport noise
mitigation.) to Appropriations and Revenue;
BR 105 (An act relating to prescription insulin.),
BR 180 (An act relating to mandatory benefits
for health benefit plans.), and BR 275 (An act
relating to Medicaid payments.) to Banking
and Insurance; BR 72 (An act relating to the
recognition and registration of professional
employer organizations.), BR 113 (An act
relating to call centers.), BR 132 (An act relating
to wages.), BR 237 (An act relating to wages.),
BR 263 (An act relating to wage theft.), and BR
343 (An act relating to criminal histories of job
applicants.) to Economic Development and
Workforce Investment; BR 27 (An act relating to
historical instruction.), BR 31 (An act relating to
teachers and making an appropriation therefor.),
BR 61 (An act relating to public charter schools),
BR 82 (An act relating to tuition benefits and
making an appropriation therefor.), BR 120
(An act relating to corporal punishment in
schools.), BR 126 (An act relating to bullying.),
BR 136 (An act relating to school bus safety and
making an appropriation therefor.), BR 203 (An
act relating to arts education.), BR 334 (An act
relating to full-day kindergarten.), and BR 357
(An act relating to education.) to Education;
BR 7 (An act relating to voluntary non-opioid
directives), BR 121 (An act relating to long-term
care administrators.), BR 182 (An act relating to
assisted-living communities.), BR 278 (An act
relating to Medicaid managed care contracts.),
BR 297 (A resolution designating September
2020 as Prostate Cancer Awareness Month.), and
BR 315 (Anactrelating to copayments by medical
assistance recipients.) to Health, Welfare, and
Family Services; BR 79 (An act relating to the
investigation of a shooting or deadly incident by a
law enforcement officer.), BR 94 (An act relating
to criminal damage to rental property.), BR 119
(An act relating to road safety.), BR 133 (An act
relating to road safety.), BR 139 (An act relating
to assistance dogs.), BR 143 (An act relating to
child abuse and declaring an emergency.), BR
176 (An act relating to road safety.), BR 187 (An
act relating to carrying concealed weapons.), BR
240 (An act relating to compliance with state
and federal law.), BR 341 (An act relating to
firearms), and BR 342 (An act relating to firearms
and declaring an emergency) to Judiciary; BR
205 (An act relating to veterinarians.), BR 231
(An act relating to discriminatory practices

against a person.), BR 233 (An act relating to
cosmetic services.) and BR 236 (An act relating
to sports wagering and making an appropriation
therefor.) to Licensing, Occupations, and
Administrative Regulations; BR 45 (An act
relating to fire districts.) and BR 206 (An act
relating to solid waste.) to Local Government;
BR 118 (An act relating to solid waste), BR 204
(An act relating to key infrastructure asset), and
BR 270 (An act relating to mining permits and
making an appropriation therefor.) to Natural
Resources and Energy; BR 160 (An act relating
to state symbols.), BR 179 (An act relating to
the promotion of living donor human organ and
bone marrow donation.), BR 181 (An act relating
to time.), BR 257 (An act relating to employees
of quasi-governmental agencies.), and BR 356
(An act relating to the sale or transfer of historic
places.) to State Government; BR 95 (An act
relating to motor vehicle titles.), BR 166 (An act
relating to operating a motor vehicle.), and BR
285 (A resolution urging Congress to require
car manufacturers to improve safety devices on
automobiles for the protection of children left in
cars) to Transportation; BR 85 (An act relating
to the Honor and Remember flag) and BR 125
(An act relating to the Bowling Green Veterans
Center, making an appropriation therefor, and
declaring an emergency.) to Veterans, Military
Affairs, and Public Protection.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving the creation of the Task Force on
Electric Recording of Official Documents by
County Clerks.

From Senator Chris McDaniel and
Representative Steven Rudy, Co-chairs of the
Interim Joint Committee on Appropriations
and Revenue: Memorandum requesting
authorization of the membership of the LRC
Subcommittee on 2020-2022 Budget Preparation
and Submission.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving Amendments to the Creation of the
Interim Task Forces and LRC Staft Studies.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving appointments and authorization of the
2019 Kentucky Career and Technical Education
Task Force.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving appointments and authorization of
the 2019 Public Assistance Reform Task Force

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving appointments and authorization of
the 2019 Area Development District Working
Group.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving appointments and authorization of
the 2019 Public Water and Wastewater System
Infrastructure Task Force.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving appointments and authorization of
the 2019 Alzheimer’s and Dementia Workforce
Assessment Task Force.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving appointments and authorization of
the 2019 Mileage Based Transportation Funding
Task Force.

From Senate President Robert Stivers,
House Speaker David Osborne, and State Budget
Director John Chilton: Memorandum approving
the membership of the Consensus Forecasting
Group.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving membership adjustment to the 2019
Public Assistance Reform Task Force.

From Senator Phillip Wheeler and
Representative Jim Gooch, Co-chairsofthe Public
Water and Wastewater System Infrastructure
Task Force: Memorandum requesting John W.
“Doc” Holiday to be appointed as an additional
member of the task force.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving appointments to the 2019 Task Force
on Electronic Recording of Official Documents
by County Clerks.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving membership adjustment of the
2019 Alzheimer’s and Dementia Workforce
Assessment Task Force.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving membership adjustment of the 2019
Task Force on Electronic Recording of Official
Documents by County Clerks.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
appointing Ms. Denise Wells to the Alzheimer’s
and Dementia Workforce Assessment Task
Force.
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From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
appointing Sheila Mitchell, Harry Burchett, Kirk
Biggerstaff, Bo Mathews, and Tim Bobrowski to
the Local Superintendents Advisory Council.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
appointing Representative Terri Branham Clark
to the Interim Joint Committee on Natural
Resources and Energy.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
appointing Senator Steve West as Co-chair of
the Budget Review Subcommittee on Justice and
Judiciary and removing Senator Dan Seum from
the subcommittee.

From Senate President Robert Stivers and
House Speaker David Osborne: Memorandum
approving changes to the Interim Joint
Committee meeting calendar.

From Jay D. Hartz: Prefiling Deadlines for
the 2020 Regular Session.

From Jay D. Hartz: 2020 Regular Session
Calendar.

From Senator Jimmy Higdon and
Representative Ken Upchurch, Co-chairs of the
Mileage Based Transportation Funding Task
Force: Memorandum requesting to meet on
September 30, rather than the regular meeting
date of October 7.

From Senator Paul Hornback and
Representative Richard Heath, Co-chairs of
the Interim Joint Committee on Agriculture:
Memorandum requesting approval to meet
on October 7, rather than the newly assigned
date of September 30. There are no apparent
membership conflicts.

From Senator John Schickel and
Representative Adam Koenig, Co-chairs of
the Interim Joint Committee on Licensing,
Occupations, and Administrative Regulations:
Memorandum requesting approval to meet at
10:00 a.m. rather than 3:00 p.m. on October 2.
There are two potential conflicts.

AA. From Senator Mike Wilson and
Representative Bobby McCool, Co-chairs of
the Kentucky Career and Technical Education
Task Force: Memorandum requesting approval
to meet on October 2, rather than the regularly
scheduled meeting date of October 9. There are
no apparent conflicts.

BB. From Senator Jared Carpenter and
Representative Bart Rowland, Co-Chairs of
the Interim Joint Committee on Banking and
Insurance: Memorandum requesting approval

to meet at 3:00 p.m. rather than 10:00 a.m. on
October 2. There are no apparent conflicts.

CC. From Jay D. Hartzz Memorandum
recommending the adoption of an Animal Policy
in General Assembly and LRC office spaces.

DD. From Senator Paul Hornback and
Representative Richard Heath: Memorandum
requesting reauthorization and membership of
the Rural Issues Subcommittee and the Equine
Issues Subcommittee.

COMMUNICATIONS

From the Office of the Attorney General:
Constitutional Challenge Report for the months
of April, May, June, and July 2019. Pursuant to
KRS 418.075(3).

From the Finance and Administration
Cabinet: Monthly Investment Income Report for
the months of May, June, July, and August 2019.
Pursuant to KRS 42.410.

From the Finance and Administration
Cabinet, Office of the Controller: Surtax
Receipts Statements for the Law Enforcement
and Professional Firefighters Foundation Fund
Programs, which reflect activity for Accounting
Periods 10, 11, 12, and 13, and year-to-date
activity for the period of July 1, 2018, through
June 30, 2019; and Accounting Periods 1 and 2
and year-to-date activity for the period of July 1,
2019, through August 31, 2019. Pursuant to KRS
42.190.

From the Cabinet for Economic
Development: Construction activity reports for
each loan approved as of the quarter ending June
30, 2019. Pursuant to KRS 154.20-150.

From the Cabinet for Health and Family
Services: 2018 Pediatric Cancer Research
Trust Fund Annual Report. Pursuant to KRS
211.597(4).

From the Justice and Public Safety Cabinet,
Department of Corrections: HB 463 2018 Annual
Report. Pursuant to KRS 439.560.

From the Auditor of Public Accounts: 2018
Report of the Audit of the Kentucky Department
of Fish and Wildlife Resources.

From Kentucky Employers  Mutual
Insurance Authority: Quarterly Statement and
Financial Status for the periods ending March 31
and June 30, 2019.

From the Kentucky Employers’ Mutual
Insurance Authority: Statement of Assets,
Liabilities, and Policyholder Equity; Statement of
Income; and Statement of Solvency as of March
31 and June 30, 2019. Pursuant to KRS 342.821.

From the Auditor of Public Accounts: 2019
Data Bulletin: The Establishment and Oversight

of Multi-County Regional Jails in Kentucky.

From the Auditor of Public Accounts:
2018 Lung Cancer Research Fund Independent
Accountant’s Report. Pursuant to KRS 164.476.

From the Auditor of Public Accounts:
2018 Early Childhood Development Fund
Independent Accountant’s Report. Pursuant to
KRS 200.151.

From the Auditor of Public Accounts:
2018 Rural Development Fund Independent
Accountant’s Report. Pursuant to KRS 248.655.

From the Auditor of Public Accounts:
2018 Kentucky Health Care Improvement Fund
Independent Accountant’s Report. Pursuant to
KRS 194A.055.

From the Cabinet for Health and Family
Services: 2019 Privatization of Child Welfare
Services Recommendations developed by the
RS18 House Bill 1 Study Group. Pursuant to KRS
620.345(5).

From the Cabinet for Health and Family
Services: 2019 Diabetes Report. Pursuant to KRS
211.752.

From the Cabinet for Health and Family
Services: FY18-19 Kentucky Citizen Review
Panel Annual Work Report. Pursuant to KRS
620.190.

From the Office of the Attorney General:
2019 Report on the Status of the Administrative
Hearing Process in the Commonwealth of
Kentucky. Pursuant to KRS 15.111(2)(f).

From the Cabinet for Health and Family
Services: 2019 Kentucky Stroke Encounter
Quality Improvement Project (SEQIP) Annual
Report. Pursuant to KRS 211.575.

From the Sexual Assault Response Team
Advisory Committee: 2019 Second Annual
SAFE Act Report. Pursuant to KRS 403.707(5).

From the Cabinet for Health and Family
Services: FFY 2020-21 Unified Block Grant
Executive Summary. Pursuant to KRS 45.351.

From the Cabinet for Health and Family
Services: 2018 HIV/AIDS Surveillance Report.

From the Justice and Public Safety Cabinet:
2019 Education Program on AIDS Annual
Report. Pursuant to KRS 197.055.

From the Cabinet for Health and Family
Services: Social Service Worker Caseload
Averages. Pursuant to KRS 199.462(4).

From the Office of the Attorney General:
Supplement to the 2019 Report on the Status
of the Administrative Hearing Process in the
Commonwealth of Kentucky.

From the Kentucky Transportation Cabinet:
FY19 Operating and Financial Statement of the
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Kentucky Public Transportation Infrastructure
Authority. Pursuant to KRS 175B.100(1).

From the Legislative Ethics Commission:
2019 Recommended Changes to the Code of the
Legislative Ethics.

From the Cabinet for Health and Family
Services: 2019 Annual Report on Child Abuse
and Neglect Fatalities and Near Fatalities.
Pursuant to KRS 620.050(12)(c).

From the Auditor of Public Accounts:
Report of the Examination of Lease Law
Compliance. Pursuant to KRS 43.050(2)(e).

From the Kentucky Housing Corporation:
FY19 Methamphetamine Housing Clean-up
Assistance Program Awards.

From the Kentucky Housing Corporation:
FY19 Kentucky Affordable Housing Trust Fund
Fiscal Year Awards.

From the Cabinet for Health and Family
Services: 2019 Family Preservation Services
Annual Report. Pursuant to KRS 200.575(1).

From the Auditor of Public Accounts:
2018 Report of the Audit of the Kentucky Law
Enforcement Memorial Foundation, Inc.

There being no further business, the meeting
was adjourned.

INTERIM JOINT COMMITTEE ON
HEALTH, WELFARE, AND FAMILY

SERVICES

Minutes of the 5th Meeting
of the 2019 Interim
September 9, 2019

Call to Order and Roll Call

The 5th meeting of the Interim Joint
Committee on Health, Welfare, and Family
Services was held on Monday, September 9,
2019, at 1:00 PM, at the Cabinet for Health and
Family Services Building, Department for Public
Health, Hearing Rooms A, B, and C, 275 East
Main Street, Frankfort, Kentucky. Representative
Kimberly Poore Moser, Chair, called the meeting
to order, and the secretary called the roll.

Present were:

Members: Senator Ralph Alvarado, Co-
Chair; Representative Kimberly Poore Moser,
Co-Chair; Senators Julie Raque Adams, Danny
Carroll, Julian M. Carroll, Denise Harper Angel,
Alice Forgy Kerr, Stephen Meredith, and Max
Wise; Representatives Danny Bentley, Tina
Bojanowski, Adam Bowling, George Brown
Jr, Tom Burch, Daniel Elliott, Deanna Frazier,
Robert Goforth, Scott Lewis, Mary Lou Marzian,
Melinda Gibbons Prunty, Josie Raymond, Steve
Riley, Steve Sheldon, Nancy Tate, Russell Webber,

and Lisa Willner.

Guests: Kristi Putnam, Deputy Secretary,
Cabinet for Health and Family Services; Eric
Lowery, Executive Director, Office of Finance
and Budget, Cabinet for Health and Family
Services; Steve Bechtel, Chief Financial Officer,
Department for Medicaid Services, Cabinet
for Health and Family Services; Angela
Dearinger, Commissioner, Tricia Okeson,
Deputy Commissioner, Virginia Hamilton,
Environmental Health Inspection Program
Evaluator, Pamela Hendren, Environmental
Health Branch Manager, Brenda Adams, Devon
McFadden, Division Director, Kyra Vermillion,
Executive ~Administrative ~Secretary, Tisha
Johnson, Contractor Supervisor, Department
for Public Health, Cabinet for Health and
Family Services; Michele Blevins, Assistant
Director, Division of Behavioral Health, Justin
Peach, Grants Administrator, Department
for Behavioral Health, Developmental and
Intellectual Disabilities, Cabinet for Health and
Family Services; Jim Musser, Executive Director,
Office of Legislative and Regulatory Affairs,
Cabinet for Health and Family Services; Allison
Adams, President, Kentucky Health Department
Association; Glenna Goins, Governors Office
for Policy and Management; Phill Gunning,
Executive Director, Shannon Baker, Director of
Development and Communications, National
Alliance on Mental Illness (NAMI) Lexington;
and Ron Coleman, Benevis.

LRC Staff: DeeAnn Wenk, Ben Payne,
Chris Joffrion, Dana Simmons, Becky Lancaster,
Hillary McGoodwin, and Sean Meloney.

Approval of the Minutes

A motion to approve the minutes of
the August 9, 2019 meeting was made by
Representative Burch, seconded by Senator
Alvarado, and approved by voice vote.

Consideration of Referred Administrative
Regulations

The following administrative regulations
were placed on the agenda for consideration:
201 KAR 008:581 - establishes requirements
for charitable dental practices; 902 KAR
002:070 - establishes uniform procedures for
diagnosis, prevention, and control rabies,
and for operating as a rabies clinic; 902 KAR
015:010 - establishes standards for community
construction and layout, sanitary standards for
operation, the permitting and inspection fee
schedule, and other matters necessary to insure
a safe and sanitary manufactured or mobile

home community operation; 902 KAR 045:075
- establishes the responsibilities of tanning
facilities, the procedures for their registration
and monitoring, and the required registration fee
structure; 902 KAR 045:090 - establishes efficient
administration and enforcement of home-based
processorsand home-based microprocessors; 910
KAR 002:020 - establishes referral requirements
for adult guardianship; and 922 KAR 001:310
- establishes basic standards for child-placing
agencies; and 922 KAR 001:350 - establishes
criteria for public agency foster homes, adoptive
homes, and respite care providers caring for
foster or adoptive children.

Consideration of Referred Administrative
Regulations as Amended

The following administrative regulations
amended after comments were placed on the
agenda for consideration: 902 KAR 045:065 -
establishes the standards for tattooing; 902 KAR
045:070 - establishes the standards for body
piercing and ear piercing; and 922 KAR 001:495
- establishes minimum training requirements for
foster parents, adoptive parents, and respite care
providers caring for foster or adoptive children
in the custody of the cabinet.

Cabinet for Health and Family Services
Department and Office Overview

Kristi Putnam, Deputy Secretary, Cabinet
for Health and Family Services (CHES), stated
that CHFS is the primary state agency responsible
for protecting and promoting the well-being of
Kentuckians through the delivery of health and
human services. CHFS employs 6,700 people
that includes approximately 1,400 contractors.
The CHEFS budget is $14.4 billion which is 33
percent of the total state operating budget of
$33.4 billion. Ms. Putnam listed all of the offices
that are within the Office of the Secretary and the
other cabinet agencies. CHFS has been working
to transform Kentucky Medicaid with the
Kentucky HEALTH 1115 waiver and the 1915(c)
Home and Community-Based Services (HCBS)
waiver. The child welfare system transformation
is making strides to have Kentucky’s foster and
adoption programs be the best in the nation.
CHES is leading the way with a collaborative
and strategic approach to combat the opioid and
addiction crisis.

The major areas of focus for the Department
for Community Based Services (DCBS) are child
welfare transformation, adult protective services,
child care, and public assistance. DCBS serves
1.75 million Kentucky families including one
million children. Kentucky has 813,000 families
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in poverty with 233,300 households receiving
the Supplemental Nutrition Assistance Program
(SNAP) benefits and 14,252 households receiving
Kentucky Transitional Assistance Program
(K-TAP) benefits. Ms. Putnam presented a list
of programs and grants that are administered by
DCBS.

The Department for Medicaid Services
(DMS) has approximately 1,385,788 people in
Kentucky that are eligible and receiving Medicaid
benefits with 90.64 percent of total eligibles
enrolled in managed care. Approximately 92
percent of Kentucky’s providers are enrolled
with DMS. In state fiscal year (SFY) 2019, DMS
budget for expenditures on administrative
and benefits combined was $10.64 billion. Ms.
Putnam listed the different divisions within
DMS. DMS is working on the development
and implementation of a Medicaid Enterprise
Management System (MEMS), a partner portal
for providers to use online, and an electronic
visit verification system. She stated that the
Kentucky HEALTH 1115 waiver will help to
engage members and achieve long term health
goals.

Ms. Putnam stated that the Department
for Behavioral Health, Developmental and
Intellectual Disabilities (BHDID) administers
state and federally funded mental health,
substance use disorder, developmental and
intellectual disability programs and services
throughout the Commonwealth. BHDID has an
array of hospitals, specialty clinics, community-
based residential substance abuse programs,
intermediate care facilities, personal care
homes, long-term care facilities, and community
mental health centers (CMHCs) as part of the
network for individuals with disabilities. There
are approximately 800 clients that are served
daily in inpatient facilities owned and operated,
or contracted for operation by BHDID. She
explained that the goal of BHDID is to preserve
and enhance the behavioral health safety
network. BHDID is working on programs to
expand the recovery-oriented system of care to
address the opioid crisis.

Ms. Putnam defined the different divisions
within the Department for Public Health
(DPH). She listed the DPH programs and
services that focus on many different areas
such as the Kentucky Health Access Nurturing
Development Services (HANDS) program,
emergency preparedness, immunizations, food
manufacturing inspections, and prescription
drug assistance. She stated that the Department

for Aging and Independent Living (DAIL) serves
older adults, adults with physical disabilities, and
individuals under state guardianship. DAIL has
programs and services that are federally and
state funded. By 2035, it is projected that older
adults will outnumber children. According to
the United Health Rankings Senior Report 2018,
Kentucky ranks as 49 out of 50 in overall health
and 50 out of 50 in preventable hospitalizations.
The average caseload of state guardianship for
fiscal year (FY) 2018-2019 was 265 cases however
best practice recommends the average should be
between 55 and 70 cases.

Ms. Putnam stated that the Office of
Inspector General (OIG) licenses and regulates
health facilities, health services, child care
providers, and child adoption or placement
agencies. The OIG serves as the State Survey
Agency under contractual agreement with
the Centers for Medicare and Medicaid
Services (CMS) to monitor health facilities
that participate in Medicare and/or Medicaid.
The OIG investigates fraud, waste, abuse,
mismanagement, or misconduct by CHEFS
clients, employees, vendors, providers, and
contractors. The OIG operates the Kentucky
All Schedule Prescription Electronic Reporting
(KASPER) Program and houses the Kentucky
National Background Check Program.

The Office of Health Data and Analytics
includes the CHFS privacy program, the
Kentucky telehealth program, the Division of
Health Benefit Exchange, the Division of Health
Information, and the Division of Analytics. The
consolidation of the oversight of policy and
research matters regarding healthcare and social
services allow Kentucky to be more readily
able to address systemic drivers impacting
these program areas for its citizens. The Office
for Children with Special Health Care Needs
(OCSHCN) provides comprehensive care for
Kentucky residents that are younger than 21
years of age, meet medical eligibility, and meet
financial eligibility. OCSHCN has 11 offices and
6 satellite locations throughout Kentucky that
provide services. The Department for Income
Support provides the Disability Determination
Services program and the Child Support
Enforcement program.

Ms. Putnam stated that the Division of
Family Resource and Youth Services Centers’
(FRYSC) mission is to enhance students’
ability to succeed in school by developing and
sustaining partnerships that promote -early
learning and successful transitions to school,

academic achievements, graduation, and positive
transitions into adult life. Serve Kentucky, the
state service commission, works to engage
Kentuckians in volunteerism and service to
positively impact communities.

In response to questions and comments
from Representative Frazier, Ms. Putnam stated
that it is not likely that the Office of Health Data
and Analytics would apply specific information
gathered on an individual level but the
information would be applied to the aggregate.
The Office of Health Data and Analytics will
review the aggregate data to see if there are
trends. CHFS can change policy and enhance
how it supports the providers according to data
gathered and reviewed. The Kentucky Health
Information Exchange (KHIE) is working to
allow CHFS access to medical encounters but
there are many different data bases that have to
be merged together before information can be
shared.

In response to questions and comments
from Representative Goforth, Ms. Putnam stated
that electronic reporting is the preferred method
for the community engagement requirement for
the Kentucky HEALTH 1115 waiver. However,
there is also a paper form available that can
be mailed or turned in to CHFS. Regarding
implementation of the Kentucky HEALTH
1115 waiver, CHES is in the appeals process.
The other states that have pursued a community
engagement requirement have also been stopped.
Indiana has a voluntary community engagement
option so they have not encountered the same
challenges to move the waiver forward. The oral
arguments for the waiver appeal are scheduled
for October 11, 2019. After the arguments, the
appeal opinion is expected to be given within a
30 to 45 day period. CHFS made an update to
the waiver’s reporting language in response to a
request from CMS.

In response to questions and comments
from Senator Wise, Ms. Putnam stated that she
does not know how the $3.1 million that will
be granted to Kentucky from federal funds for
opioid efforts will be dispersed. CHFS wants
to combine the grant money with ongoing
efforts. CHFS would like support additional
transformational employment.

In response to questions and comments
from Senator Alvarado, Ms. Putnam stated that
having experienced the rollout of managed care
for the foster population in Florida by a separate
cabinet, her opinion is that it makes more sense
to put all of health and human services together
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under one cabinet. Separating CHFS would
inhibit the ability to innovate across agencies
to work effectively for the child and family.
She stated that the peak number of Kentucky
Medicaid enrollees covered under the Medicaid
expansion was approximately 489,000. In SFY
2019, the average of total eligibles was down by
approximately 67,000.

In response to questions and comments
from Representative Burch, Ms. Putnam
stated that the frontline social workers say that
caseloads are overwhelming. CHFS has brought
in a private child caring agency to help with the
backlog of child protective services investigations
in Jefferson County. CHFS recognizes that there
are retention issues for frontline social workers.
CHFS believes that implementing a culture
of safety would help frontline social workers
in all departments. DCBS also relies on each
community to help with child welfare and to
support the frontline staff. The foster parent
payment is based on completion of a series of
background screenings, trainings, and home
inspections that many relatives and grandparents
do not want to complete. CHFS has revised the
relative caregivers support program so there
is access to resources such as SNAP benefits,
Medicaid services, and some cash assistance. The
benefits are offered to the relative or grandparent
to offset the cost of caring for a child. The foster
parent payment is available to relatives who
choose to complete the foster parent certification
requirements.

In response to questions and comments
from Representative Gibbons Prunty, Ms.
Putnam stated that there is more data from
Indiana regarding the implementation of the
1115 HEALTH waiver about the premium
payments and the higher utilization. The
individuals who are paying a premium are more
likely seek preventative care. There is some data
on community engagement but it is not known
how robust the referral to resources process is in
Indiana. During the interim, CHFS is working
with community partners on how to connect
systems and expand access to resources while
waiting on the waiver approval.

In response to questions and comments
from Senator Meredith, Ms. Putnam stated that
the rankings in the Senior Report in five years
depends on many factors. CHFS hopes to be
out of the bottom five for all the categories and
closer to the middle rankings. She stated that
more money is not always the answer. In some
circumstances, funds can be redirected to private

contractors. Private contractors are sometimes
able do more with less money. CHEFS agrees that
the same rankings are repeated for many years
which is not uncommon in the health and human
services industry. Kentucky seems to have more
problems than other states but CHES is looking
into ways to do things differently to achieve
better outcomes. CHFS is looking to be more of a
prevention model of health and human services.

In response to questions and comments
from Senator Harper Angel, Ms. Putnam stated
that CHFS would prepare and send a report with
data regarding the applications for grandparent
assistance.

Cabinet for Health and Family Services
Budget Overview

Eric Lowery, Executive Director, Office
of Finance and Budget, Cabinet for Health
and Family Services, stated that everyone in
Kentucky utilizes a service provided by CHFS
and benefits from its protection. For FY 2019,
CHES expenditures were over $13 billion. CHFS’
focus is on maximizing the federal funds with
most of the grants requiring a federal match. For
FY 2019, 86 percent of every general fund dollar
that CHFS received was tied to a federal match.
In FY 2019, CHFS’ expenditures were paid with
71 percent federal funds, 21 percent general
funds, 8 percent restricted funds, and less than 1
percent of tobacco funds. In FY 2019, 92 percent
of the expenditures were for grants, loans, and
benefits, leaving only 8 percent for overhead
expenditures. Kentucky Medicaid expenditures
were 82 percent of the CHFS budget. The
remaining 18 percent of the CHFS budget, which
is approximately $2.4 billion in expenditures,
covered all other CHFS departments.

Mr. Lowery stated that after DMS, DCBS
is the next largest department with over $1.2
billion in expenditures. At the beginning of FY
2019 there was a general fund budget reduction
of $144.9 million and an $83.3 million increase
in total expenditures. There was an $82.8
million increase in retirement contributions,
$131.1 million decrease in Medicaid benefit
expenditures, and $69.7 million increase in out-
of-home care expenditures.

Steve Bechtel, Chief Financial Officer,
Department for Medicaid Services, Cabinet for
Health and Family Services, stated that number
of Medicaid eligible persons in the presentation
is an average for the past twelve months. There
were approximately 1,385,788 eligible persons
covered by Kentucky Medicaid in SFY 20109.

There are approximately 88,928 children covered
under the Kentucky Children’s Health Insurance
Program (KCHIP). Over 46,000 of Kentucky’s
providers are enrolled with the DMS. The total of
expenditures for fee-for-service is approximately
28 percent of the DMS budget. He stated that 10
percent of the Medicaid population consumes
almost 30 percent of the budget. The total
expenditures to managed care organizations
(MCOs) was approximately $7.4 billion or 71
percent of the expenditures. The yearly benefit
expenditures decreased in SFY2019 for only the
third time in the past 20 years.

Mr. Bechtel shared a graph that illustrated
a comparison of the original MCOs eligible
persons forecast, the actual MCOs eligible
persons, and the updated MCO forecast. The
graph showed that the updated forecasts are
more in line with the actual experience. He
stated that the number of eligible persons has
declined by approximately 69,000 since March
2018 but has established some stabilization the
past six months. In SFY 2019, DMS had a total of
$241 million in expenditures and has an enacted
budget for SFY 2020 of approximately $234
million. DMS spent approximately 2.26 percent
for administrative costs in SFY 2019. Eligibility,
appropriations, and budget drive the DMS
budget. When one of those components receives
pressure then another area must be offset to keep
the budget on track. After three years of work,
DMS is current on payments to the MCOs and
payments are no longer being pushed to the next
fiscal year.

In response to questions and comments
from Senator Raque Adams, Mr. Bechtel stated
that DMS has a budget neutrality piece that must
be met on the 1915(c) HCBS waiver. He did not
know if the 1915(c) HCBS waiver redesign will
have an impact on the Medicaid expenditure
totals. He stated that he is trying to get a fiscal
impact on the 1915(c) HCBS waiver redesign
because it will impact the DMS budget.

In response to questions and comments
from Senator Danny Carroll, Mr. Lowery stated
that if there is any dramatic shift in the overall
funding at a federal level, CHFS would come to
the legislature first to discuss options because
the changes could have policy implications. Mr.
Bechtel stated that there are several provider
networks that are proposing a provider tax or
adjustment to increase the rates.

In response to questions and comments
from Representative Frazier, Mr. Bechtel stated
that the $600,000 savings to DMS caused by
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156 people being approved for the Kentucky
Integrated- Health Insurance Premium Payment
(KI-HIPP) program is a small amount in
comparison to the overall budget. He also stated
that any amount that can be saved to help the
budget is good and DMS expects those savings
to grow.

In response to questions and comments
from Senator Alvarado, Mr. Bechtel stated that
the Medicaid expenditures include all traditional
and expansion members. The members covered
under the Medicaid expansion have copayments
for pharmaceuticals but the traditional members
do not have a cost for pharmaceuticals.

In response to questions and comments
from Representative Moser, Mr. Bechtel stated
that the MCOs’ contract request for proposal
(RFP) is in the procurement process. DMS
cannot disclose or comment on the details in the
RFP.

Public Health Transformation

Angela Dearinger, Commissioner,
Department for Public Health (DPH), Cabinet
for Health and Family Services, stated that the
DPH is working to be an efficient, sustainable,
and accountable public health system focused
on producing better health outcomes for all
Kentuckians. The public health transformation
goals are to relieve the fiscal instability, to
introduce a simplified public health model with
clearly defined priorities, to create accountability
atalllevels of the system, to improve public health
leadership capacity, to prevent duplication of
effort, to reduce waste internally and externally,
and to support data-driven decisions that
promote the best community health outcomes.

Fiscal instability is a challenge in developing
a sustainable public health system. There are 41
local health departments representing 4 districts
that are at risk for fiscal default in calendar year
2020. The current fiscal analysis shows a $40
million deficit for the public health system in
2020. According to Americas Health Rankings
by the United Health Foundation, Kentucky is
ranked 45 out of 50 in overall health outcomes.
The current programmatic services are not
reflective of the community’s public health needs.
Bureaucratic layering needs to be removed from
the system to achieve operational efficiency and
effectiveness. The public health laws are broad
and voluminous. The statutes and regulations
regarding public health do not allow for proper
operational restructuring. The hybrid structure
of public health makes change difficult. The
local health departments must use local funds

to match or supplement federal funds. Public
health transformation will allow communities
to evaluate community assets and define local
health priorities.

Tricia Okeson, Deputy Commissioner,
Department for Public Health, Cabinet for
Health and Family Services, stated that the five
focus areas with statutory and regulatory defined
services are: population health, enforcement
of regulation, emergency preparedness and
response, administrative and organizational
infrastructure, and communicable disease
control. The HANDS program, the Women,
Infant and Children (WIC) nutritional program,
the harm reduction programs, and the substance
use disorder (SUD) programs are not in statute
but are important to public health. Community
partners can offer these programs on behalf of
the local health departments.

The Public Health Advisory Board is
made up of the Kentucky Health Department
Association president, the Kentucky Association
of Local Boards of Health president, the
Kentucky Public Health Association president,
a university representative rotated on a two year
cycle, and the commissioner of the Department
for Public Health. The Public Health Council
will review evidence-based and best practices
to develop public health. The Council may
request revision, clarification, approve, or deny
submitted plans. The five components of a local
health priority review are data-driven needs,
evidence-based solutions, adequate funding
identified, performance and quality management
plans, and an exit strategy. Ms. Okeson stated
that the planning and preparation of the public
health transformation began in May of 2018.
The statewide implementation of the public
health transformation began on July 1, 2019
and the legislative initiatives are scheduled to be
proposed in January of 2020.

Allison Adams, President, Kentucky Health
Department Association (KHDA), stated that
KHDA is grateful for the opportunity to partner
with CHFS and the DPH in the transformation.
KHDA has vetted and is supportive of the public
health transformation. KHDA acknowledges
that change is hard and there are limited
resources. The actions taken in the public health
transformation will have a positive impact
for better health outcomes in Kentucky. She
requested that the legislature stay active and
engaged during the process of transformation.

In response to questions and comments
from Senator Julian Carroll, Ms. Adams stated

that there many issues at the local level with
emergent and hospital care but public health
has strayed away from its mission. The public
transformation will focus on simplifying,
focusing, and prioritizing the department.
The transformation will be considered an
investment into prevention. The partners in the
transformation can drive solutions or programs
to improve health outcomes at a broader level.

In response to questions and comments
from Representative Bentley, Ms. Okeson, stated
that ideally if the local health department had
an issue with a disease or illness spreading, they
would contact the Division of Epidemiology and
Health Planning to work together regarding the
definition and criteria of an outbreak. She stated
that with the Hepatitis A outbreak in Northern
Kentucky, the message eventually got out to
not release the name of a restaurant unless the
person with Hepatitis A truly put the patrons of
the restaurant at risk.

In response to questions and comments
from Representative Sheldon, Ms. Adams, stated
that the cost savings will not just be in public
health but also in other areas such as Medicaid.
The transformation is an investment in leveling
the health costs that are plaguing Kentucky.

Legislative Hearing on the FFY 2020-2021
Unified Block Grant

Michele Blevins, Assistant Director,
Division of Behavioral Health, Department
for Behavioral Health, Developmental and
Intellectual Disabilities, Cabinet for Health and
Family Services, stated that Unified Block Grant
contains the Community Mental Health Services
Block Grant and the Substance Abuse Prevention
and Treatment Block Grant. The Unified Block
Grant is a noncompetitive discretionary formula
grant with an annual award of $29 million. The
grant will go to BHDID to be distributed with
84 percent going to services. Community mental
health services along with substance abuse
prevention and treatment have the most acute
need at the community level. The grant rules
stipulate that the goods and services be used for
community based services and not institutional
care. There are some maintenance of effort
requirements. The block grant application has
been sent and will either be approved or have
revisions requested. The application is open for
public comment and can be reviewed on the
CHFS website.

In response to questions and comments
from Representative Bentley, Ms. Okeson,
stated that there is a concerted effort to not
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overlap funding from different sources. With
the Kentucky Opioid Response Effort (KORE)
BHDID has been very diligent to make sure all
viable partners are at the table. There are regular
state level implementation team meetings
that include all departments within CHFS
and other participants from other cabinets as
well. There are 14 community mental health
centers with defined regions that cover all of
Kentucky. The centers provide mental health,
substance use prevention and treatment, as
well as developmental and intellectual disability
services. A motion to accept the block grant was
made by Representative Sheldon, seconded by
Representative Tate, and accepted by voice vote.

Adjournment

There being no further business, the meeting
was adjourned at 3:25 PM.

INTERIM JOINT COMMITTEE ON
LICENSING, OCCUPATIONS, AND

ADMINISTRATIVE REGULATIONS

Minutes of the 3rd Meeting
of the 2019 Interim
September 11, 2019

Call to Order and Roll Call

The 3rd meeting of the Interim Joint
Committee on Licensing, Occupations, and
Administrative Regulations was held on
Wednesday, September 11, 2019, at 3:00 PM, in
Room 129 of the Capitol Annex. Senator John
Schickel, Chair, called the meeting to order, and
the secretary called the roll.

Present were:

Members: Senator John Schickel, Co-
Chair; Representative Adam Koenig, Co-Chair;
Senators Julian M. Carroll, Denise Harper Angel,
Christian McDaniel, and Dan “Malano” Seum;
Representatives Tom Burch, Thomas Huff,
Matthew Koch, Nima Kulkarni, Chad McCoy,
Jerry T. Miller, Kimberly Poore Moser, Ruth Ann
Palumbo, Phillip Pratt, Sal Santoro, and Buddy
Wheatley.

Guests: Tom Veit and Angie Thomas, Real
Estate Appraisers Board; H.E. Corder, Marc
Manley and Tony Cotto, Kentucky Real Estate
Authority; Karen Lentz, Kentucky Association
of Beverage Retailers, Gay Dwyer, Kentucky
Retail Federation, Charles George, Wine &
Spirits Wholesalers of Kentucky, Jeff Sandlin,
Kentucky Malt Beverage Council, John Harris,
Kentucky Beer Wholesalers  Association,
Adam Watson, Against the Grain Brewery,
Kate Russell, Hopkinsville Brewing Company,
Stephanie Stumbo, Goss Samford PLLC, Allen
Dossey, Kentucky Winery Association, and Bart

Baldwin, Bart Baldwin Consulting.

LRC Staff: Tom Hewlett, Bryce Amburgey,
Jasmine Williams, Melissa McQueen, and Lisa
W. Moore

Minutes

The minutes from August 21, 2019, meeting
were approved without objection.

Consideration of Administrative
Regulations

Mark Manley, Acting General Counsel,
Kentucky Real Estate Authority, Tony Cotto,
Executive Advisor, Kentucky Public Protection
Cabinet, and Tony Veit, Executive Assistant,
Kentucky Real Estate Appraisers Board, came
to answer questions on the administrative
regulations. Responding to a question from
Senator McDaniel, Mr. Veit said the $450,000 is
already being generated by about 1,600 licensed
appraisers annually in Kentucky.

Chairman Schickel motioned to pass over
administrative regulations 201 KAR 030:110
and 201 KAR 030:190 because there are no new
fee increases. The administrative regulations
were passed over with no objections from the
committee members.

Tom Hewlett, Committee Staff
Administrator, Interim Joint Committee on
Licensing, Occupations, and Administrative
Regulations, explained 201 KAR 030:330 to the
committee. Chairman Schickel motioned to
passed over the administrative regulation and
there was no objection.

Kentucky Guild of Brewers

Adam Watson, Against the Grain Brewery,
said the Kentucky Guild of Brewers is pleased
to report another year of continued growth,
and increased economic impact. He thanked
the Kentucky General Assembly for the support
and legislative changes that have made the
growth possible. The craft brewing industry
has reached new levels of competitiveness, with
changes in both the market place and customers’
expectations and demands. It remains imperative
to continue efforts to modernize and advance
Kentucky’s alcohol laws, improve the tax
structure, and avoid pitfalls of those seeking to
keep everything as it has always been.

Mr. Watson said Kentucky continues to
rank toward the bottom among states in terms
of brewers per capita. Tremendous potential for
growth still exists. Kentucky remains an under
saturated state as opposed to several others.
Market demands for quality craft product
continue to drive the opportunity for growth.

Mr. Watson said the focus remains on
building the brands, assuring production of
quality products, and enhancing customer
service and tourism experiences. The primary
goal is the production of high quality craft
beer. The craft beer industry is about creating
synergies with each other, industry partners,
industry sectors, and our communities. This
includes synergy with the General Assembly and
policy makers to move Kentucky forward.

Mr. Watson said small independent
American craft brewers contributed over $76.2
billion to the United State economy in 2018, up
from $55 billion just two years ago. The craft beer
industry supports more than 500,000 jobs. While
overall beer sales by volume in 2018 had a loss of
0.8 percent, craft beer had a four percent increase
in volume growth and production. According to
the United States Department of Labor, wages
in the beer industry remain among the highest
of the 350 industries surveyed. The demand for
local products increased ten percent as preferred
products to consumers. Spiked seltzer, cans,
crowlers and local craft beer are in demand.

Mr. Watson said Kentucky craft breweries
led the nation in 2018 for growth with 69 active
licensed craft breweries. Currently, 30 existing
breweries have confirmed expansion activity, and
42 percent of existing Kentucky craft brewers are
already expanding operations. In 2018, Kentucky
craft beer had a $657 million economic impact.
So far in 2019, mid-year data shows its economic
impact has increased to $765 million. More
Kentucky craft brewers are exporting than in
2018. Kentucky craft beer is now sold to more
than 45 states and over 25 countries, but priority
should remain on investment in Kentucky.
Production numbers have also increased.

Mr. Watson said Kentucky craft breweries
have created 133 new jobs so far in 2019, while
employing over 1,000 Kentuckians. The breweries
offer Kentucky tourism amenities such as tap
rooms. Fifteen brewers also offer food, roof top
experiences, farm, or other amenities that draw
visitors to Kentucky microbreweries.

Mr. Watson said Kentucky microbreweries
have already invested $6.6 million this year in
the Commonwealth in expansions in the form of
additional equipment, new tanks, canning lines,
buildings, improvements, and new brewery
openings. Currently, of the known existing
craft brewers that are expanding operations,
an additional $13 million will be invested in
Kentucky breweries and operation by the end
of 2020. He gave some specific, local examples,
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including Goodwood Brewing Company located
in Frankfort, Kentucky. He offered to give any
legislator that was interested a tour of any of the
local facilities.

Kate Russell, owner and operator of
Hopkinsville Brewing Company, shared her
personal success story with the committee. Ms.
Russell is a single mother of two children, a
veteran, and a brewer. She employees 12 people,
and is investing an additional $250,000 to buy the
building next door and increase the breweries
capacity. She said it offers tap room sales and
distributing to other licensed retailers. She also
noted the brewery is not just her passion, but her
livelihood, and how she provides for her family.

Mr. Watson said Kentucky craft brewers
expansions have continued to lead to thelocation,
creation, and expansion of even more new
support industries and indirect jobs in Kentucky,
as well as enhancing its tourism experience. The
Kentucky craft beer festivals yield a big draw and
enhance tourism. Attendance for the Annual
Craft Bash was up 15 percent this year over last
year, and over 1,700 visitors attended the festival,
traveling from 21 different states.

Mr. Watson said Kentucky brewers partner
with the Kentucky Department of Agriculture,
Kentucky Proud and local farmers, Kentucky
Tourism, Kentucky Arts and Heritage Cabinet,
and Kentucky’s Economic Development Cabinet.
The Kentucky microbreweries have made over
$500,000 in local charitable donations to their
communities supporting over 294 community
organizations and charitable groups. The
Kentucky brewers donate approximately 10
million pounds of spent grain to help Kentucky
farmers.

Kentucky craft beer has both a direct and
indirect economic impact in the Commonwealth
including: 1) investment of new dollars in
Kentucky; 2) Kentucky based infrastructure and
jobs; 3) industry revenue and sales; 4) wages
and benefits to Kentuckians they employ; and
5) tax revenue (federal, state, and local). The
ripple effect of beer benefits include: agriculture,
manufacturing, construction, transportation,
affiliate industries, service industries, and many
other businesses whose livelihood depends on or
is supported by the craft beer industry.

Mr. Watson said the craft brewing industry is
concerned with several key issues both nationally
and in Kentucky. They include: transparency;
brewery and producer direct to consumer sales
(shipping and limited self-distribution for small
brewers); franchise reform; excise tax and tax

reform; tariffs and trade; underage drinking
and responsible consumption; preservation of
existing privileges; independent distribution
systems; access to materials; water quality;
modernization of state’s alcohol laws; and threats
to the ability to be competitive.

Responding to a  question from
Representative Miller, Mr. Watson said craft
brewers use a variety and vast quantity of
ingredients, so it is difficult to source all of them
in Kentucky. Currently, Kentucky Hops is coming
along nicely, but the right strains that grow here
and can compete with the ones grown in their
natural habitat are still being perfected. Barley is
beginning to be processed in Kentucky instead
of being shipped from other states. Kentucky
wants to use its own products and processing
plants whenever possible.

Senator Seum said he is proud and often
advocates for his local craft breweries. He noted
they are great for tourism and stimulate the local
economy.

Kentucky Winery Association

Mr. Allen Dossey, President, Kentucky
Winery Association (KWA), said the first item
on the KWAS legislative agenda is to raise
the Kentucky small farm winery gallon limit
to 500,000 from 100,000. He noted this is
important to be competitive with surrounding
states. Indiana’s limit is 1,000,000, and the Ohio,
Missouri, and Iowa limits are 500,000.

The second item on the legislative agenda
is to allow a Kentucky small farm winery to
open earlier on Sunday in an effort to remain
competitive with surrounding states. They would
like to open at 11:00 a.m. on Sundays instead
of the current time of 1:00 p.m. This would
significantly help tourism sales. This would also
put the statute for wineries equal to the laws for
restaurants that serve alcohol.

The third legislative agenda item is to
allow a Kentucky small farm winery the ability
to self-distribute their wine if they produce
less than 50,000 gallons. He said 15 states have
such a program and this really helps small farm
wineries to have a level playing field.

The KWA supports legislation that allows
the “direct to consumer” shipping of wine into
and out of Kentucky. They are fully in favor of
direct shipping to consumers.

Mr. Dossey clarified that the KWA is not
asking for any additional monies. They only want
the flexibility to do their job to the best of their
ability. He also noted there are viable reasons not
to get a full winery license. For example, regular

wineries are not allowed to have the wine tastings
like the small farm wineries can.

Senator Schickel said the story of the Purple
Toad winery in Paducah is a great success story.
Mr. Dossey said they were biggest small farm
winery in operation in Kentucky.

Responding to a  question from
Representative McCoy, Mr. Dossey said itis a state
restriction that mandates the 1:00 p.m. opening
time. It will require changing state law with a
local mandate option for small farm wineries to
open at 11:00 a.m. like most surrounding states.

Senator Seum mentioned that Senator
Carroll has vast knowledge in the winery
business, and was an original founder of the
wineries in Kentucky.

Responding to a  question from
Representative Palumbo, Mr. Dossey said he
would provide a list of the eight states allowing
wineries to distribute their wine if they produce
and sell less than 50,000 gallons.

Senator Carroll thanked the chairman and
the committee for allowing the growth of the
wine industry in Kentucky. He is proud that the
wine industry is now active in all parts of the
state. Mr. Dossey said there are 65 Kentucky-
based wineries.

Responding to a  question from
Representative Moser, Mr. Dossey said when
the original limits were incorporated in the wine
industry, no one envisioned the tremendous
growth that would occur. He said wine was
underappreciated in this part of the country and
there were very few wineries. He said 83 percent
of wine in Kentucky is consumed and purchased
by women, and the growth in the industry has
superseded the limitations. Representative
Moser said it is time to revisit the limits and
revise accordingly.

Wholesale and Retail Tiers

Mr. Charles George, Wine & Spirits
WholesalersofKentucky,said Kentucky’swineand
spirits wholesalers, beer distributors, and alcohol
retailers employ nearly 16,000 Kentuckians in
104 counties across the Commonwealth in jobs
ranging from accounting and sales to logistics
and truck delivery. The alcohol wholesale and
retail industries generate nearly $500 million in
taxable wages and collect hundreds of millions
of dollars for state and local governments, which
helps to support families, communities, and
schools. The industry is supported by over 8,000
businesses in the Commonwealth. He has much
respect for the distillers, but the alcohol has to be
distributed and sold in a safe manner.
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Mr. John Harris, Kentucky Beer Wholesalers
Association, discussed his family owned River
City Distributing Company. He said they have
200 employees, and offer $90,000 a year truck
driving jobs, and a union environment. He said
he is proud that he has a significant number
of employees who have over twenty years in
his business and will eventually retire from his
company.

Ms. Karen Thomas Lentz, Kentucky
Association of Beverage Retailers, said there are
over 4,000 off-premise retailers, which include
package stores, grocery stores, pharmacies,
convenience stores, and general stores. There
is approximately 3,713 employees, and a $99.4
million total payroll. She noted there is over $2
billion in products sold annually.

Ms. Lentz said there are over 800 retail
package stores licensed to sell liquor by the
package in Kentucky. She said approximately 85
percent employ fewer than ten employees, and
are considered true family businesses. She said
small retail package liquor will require a $400-
500,000 initial investment, and this is just for
inventory, supplies, and start-up employees, not
the building. It would take $4 million or more
to open a large party store. She noted that taxes
are paid on all the inventory and they contribute
significantly to the economic well-being of the
community.

Mr. George said prohibition proved to
be a huge failure. He said alcohol is a sensitive
product, but the 3-tier system provides checks
and balances. Three big benefits of the three tiers
are consumer safety, tax collection, and product
selection.

Mr. Sandlin, Kentucky Malt Beverage
Council, said his company employs 62 full-time
workers and offers a variety of jobs. He said
employees with a Commercial Driver’s License
(CDL) are the most difficult to retain. He said
the council utilizes 31 suppliers, with 8 being
Kentucky craft suppliers, 3 Kentucky distilleries,
and are a part of Purple Toad. He said they take
the product into the retail stores and assist in
pricing and displaying.

Gay Dwyer, Kentucky Retail Federation,
said the Kentucky General Assembly passed
legislation in 2000 to allow restaurants, who met
certain criteria, to sell alcohol on Sundays. This
was a game changer as it showed Kentuckians
that selling alcohol on Sundays was not the end
of the world in their community. Historically

dry Kentucky counties are now trending on
becoming wet, and there are only 15 counties
left out of 120 that are completely dry. This is
transformative and encouraged the committee
members to remain open to change in order
to modernize the system to help economic
development. This could include selling wine in
grocery stores, which is done in all Kentucky’s
surrounding states, plus 40 more. Kentucky’s
wine consumption is half of the national average
and she feels wine sales would increase if it was
available with food in the grocery stores.

Responding to a  question from
Representative Miller, Mr. George said the
ABC Board’s decision on serving alcohol in dry
counties is still pending. Based on House Bill 256,
sponsored by Representative Michael Meredith,
it would allow the host of a wedding barn party
to have alcohol as long as there are no sales. He
said a final ruling from the ABC Board has not
come to fruition to his knowledge.

With no further business before the
committee, the meeting adjourned at 4:00 p.m.

INTERIM JOINT COMMITTEE ON
APPROPRIATIONS AND REVENUE

Budget Review Subcommittee on Justice
and Judiciary

Minutes of the 3rd Meeting

of the 2019 Interim

September 10, 2019

Call to Order and Roll Call

The 3rd meeting of the Budget Review
Subcommittee on Justice and Judiciary of the
Interim Joint Committee on Appropriations and
Revenue was held on Tuesday, September 10,
2019, at 8:00 AM, in Room 129 of the Capitol
Annex. Senator Stephen West, Chair, called the
meeting to order, and the secretary called the
roll.

Present were:

Members: Senator Stephen West, Co-
Chair; Representative Jason Nemes, Co-Chair;
Senators Denise Harper Angel, John Schickel,
and Whitney Westerfield; Representatives Angie
Hatton, Nima Kulkarni, and Jason Petrie.

Guests: Alex Payne, Commissioner,
Department of Criminal Justice Training
(DOCJT), Justice and Public Safety Cabinet
(JPSC); John McGuire, Deputy Commissioner,
DOCJT, JPSC; and Kevin Rader, Assistant
Director, Administrative Division, DOC]T,
JPSC.

LRC Staff: Zachary Ireland, Savannah
Wiley, and Benjamin Thompson

Department of Criminal Justice Training

Commissioner Payne provided an update
on the implementation of RS 2019 SB 1, relating
to school safety.

In response to questions from Chair West,
Commissioner Payne stated that DOCJT was
responsible for training School Resource Officers
(SROs). Commissioner Payne stated that there
would be 15 School Compliance Officers,
including two supervisors and the State School
Security Marshal. Commissioner Payne noted
that the recurring personnel costs for School
Compliance Officers would be $1.8 million
dollars.

In response to questions from Senator
Westerfield, Commissioner Payne noted that the
number of School Compliance Officers needed
was determined by breaking down how many
schools are in the commonwealth and then
separating them into regions. Commissioner
Payne stated that with DOCJT’s plan, each
officer would have roughly 90 schools to inspect
on a yearly basis. Commissioner Payne noted
that implementation would begin in January
of 2020. Commissioner Payne noted that
officers would go through a 40 hour training
to become a School Compliance Officer and
that they would be existing officers hired to a
new position. Commissioner Payne stated that
the Kentucky Youth Advocates helped DOCJT
develop training for SROs and that SROs would
undergo 120 hours of specialized training over
three years, 40 hours of training per year.

In response to questions from Senator West,
Commissioner Payne said he would prefer to have
an SRO in every school in the commonwealth.
Commissioner Payne noted that compliance
officers would be there to work with schools to
help them be compliant, rather than discipline
them for noncompliance. Commissioner Payne
noted that RS 2019 SB 1 addresses where copies
of each compliance report would go, but that the
law did not mandate transparency.

Approval of Minutes

Senator Schickel made the motion to
approve the minutes of the August 20, 2019
meeting, seconded by Senator Westerfield, and
the minutes were approved without objection.

There being no further business before the
subcommittee, the meeting was adjourned at
8:31 AM.
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INTERIM JOINT COMMITTEE ON
APPROPRIATIONS AND REVENUE

Budget Review Subcommittee on Economic
Development,

Tourism, and Environmental Protection
Minutes of the 3rd Meeting

of the 2019 Interim

September 10, 2019

Call to Order and Roll Call

The third meeting of the Budget Review
Subcommittee on Economic Development,
Tourism, and Environmental Protection of the
Interim Joint Committee on Appropriations and
Revenue was held on Tuesday, September 10,
2019, at 8:30 AM, in Room 129 of the Capitol
Annex. Representative Lynn Bechler, Chair,
called the meeting to order, and the secretary
called the roll.

Present were:

Members: Representative Lynn Bechler,
Co-Chair; Senator Max Wise; Representatives
Terri Branham Clark, Savannah Maddox, and
Les Yates.

Guests: Steve Milby, Commissioner,
Department of Housing, Buildings, and
Construction (HBC), Public Protection Cabinet
(PPC); Duane Curry, Deputy Commissioner,
HBC, PPC; and, David Startsman, General
Counsel, HBC, PPC.

LRC Staff: Sara Rome, Kevin Newton, and
Amie Elam.

Public Protection Cabinet

Department of Housing, Buildings, and
Construction

Steve Milby, Duane Curry, and David
Startsman provided a brief overview of the HBC
and the budgetary requirements of that agency.

In response to a question from Chair
Bechler, Mr. Curry said Kentucky Industrialized
Building Systems (KIBS) are producers of
panelized modular construction systems that are
built at their plant and delivered to the building
site already constructed.

Inresponseto questions from Representative
Branham Clark, Mr. Startsman said cities are
required by statute to have a building inspector,
as outlined in KRS 198B.060(1). The HBC steps
in to help when a city has lost an inspector and
until they are able to hire a replacement, for which
no time limit is stipulated. He said the HBC only
checks licenses due to safety issues. Mr. Milby
added that there are nine inspectors that hold
multiple licenses, and cross-training within the
Master Inspector Branch is being done in order
to increase efficiency within the department. He
said the current turnaround time for approval of

plans is approximately thirty days, but with the
new SmartGov software program in place that
amount of time should begin to decrease.

In response to a question from
Representative Yates, Mr. Milby said there is not
currently a separate designation for residential-
only inspectors.

In response to a question from Chair
Bechler, Mr. Curry said when the HBC steps in
to help, it depends on the stage of the project as
to whether or not permit fees can be collected.
Mr. Milby agreed to provide a chart outlining the
differences in jurisdiction for HBC inspectors
versus city or county inspectors. He added that
Kentucky’s plumbing code is simple and easy to
follow.

Inresponsetoaquestionfrom Representative
Branham Clark, Mr. Milby said the Fire Marshal’s
Office is the only division within the HBC that
receives general fund dollars, and they need to
add ten inspectors as well as three staff members.

Adjournment

There being no further business before the
subcommittee, the meeting was adjourned at
9:27 AM.

MILEAGE BASED
TRANSPORTATION FUNDING

TASK FORCE

Minutes of the 2nd Meeting
of the 2019 Interim
September 9, 2019

Call to Order and Roll Call

The 2nd meeting of the Mileage Based
Transportation Funding Task Force was held
on Monday, September 9, 2019, at 1:30 PM, in
Room 171 of the Capitol Annex. Senator Jimmy
Higdon, Chair, called the meeting to order, and
the secretary called the roll. The minutes from
the August 19, 2019 meeting were approved.

Present were:

Members: Senator Jimmy Higdon, Co-
Chair; Representative Ken Upchurch, Co-Chair;
Senators Gerald A. Neal and Albert Robinson;
Representatives Terri Branham Clark and Sal
Santoro; Jim Oliver, Jason Siwula, and Bryan
Sunderland (via teleconference.)

Guests: Maureen Bock, OReGO Program
Manager, Office of Innovation Manager,
Oregon Department of Transportation (via
teleconference), Dr. Cameron Kergaye, Research
Director, Utah Department of Transportation
(via teleconference)

LRC Staff: John Snyder, Brandon White,

Dana Fugazzi, and Christina Williams

Maureen Bock, OReGO Program Manager,
Office  of Innovation Manager, Oregon
Department of Transportation, stated Oregon’s
first gasoline tax was implemented in 1919,
the first weight-mile tax for heavy vehicles was
implemented in 1947, and the first operational
Road User Charge (RUC) program was
implemented in 2015. Oregon’s Road User Fee
Task Force was created in 2001 due to a legislative
mandate that required a development of a design
for revenue collection for Oregon’s roads and
highways that will replace the current system
for revenue collection. By 2012, two Oregon
RUC pilots had been established. In 2013, the
first RUC bill passed in Oregon. In 2015 Oregon
launched a fully operational OReGO Program.
In 2017 Oregon allowed electric vehicles (EV)
the option of using a RUC or paying fees. Also
in 2017, Utah implements a RUC for alternative
fuel vehicles. In 2019 Oregon demonstrated
a local area RUC. Also in 2019, RUC West
implemented a California-Oregon pilot. Going
forward, MS. Bock predicted a possible federal
call for a nationwide RUC pilot, telematics to be
implemented with a RUC, and eventually state
mandates to implement a RUC.

Ms. Bock explained the RUC concept. In
Oregon they collect fuels tax as a prepayment of
RUC. The miles are counted and multiplied by
the RUC rate. Then the net tax is collected or the
overage paid is refunded.

Ms. Bock stated the fuel tax rate is $0.34
and the RUC rate is 5% of the fuel tax rate (1.7
cents per mile) and it is based on the average
efficiency of the fleet at the time of adoption.
The registration surcharge is waived for efficient
vehicles if they are enrolled in OReGO.

Ms. Bock stated the need for a road usage
charge was due to unsustainable fuel tax revenues
due to more efficient vehicles and increasing
construction costs. Also because of pavement
degradation being the same for all vehicles,
regardless of fuel type, a need for a road usage
charge was expressed. A flat fee registration cost
pays for access and a road use charge pays for
actual usage of the road. Ms. Bock also added
that a fuel tax is unsustainable and a road usage
charge is fair. She added that a RUC offers
additional benefits.

In evaluating the evolving transportation
model, Ms. Bock utilized a chart that showcased
what Minnesota is using to tell its story and
vision of the future. Currently in individual
ownership, the perception is “my car, my privacy,
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and no mileage tracking”. The relationship with
transportation is that my vehicle serves me, and
the user pays gas tax. In the emerging possibility
of shared mobility, the perception is “using my
smartphone I'm tracking a car I will use as I
need it” The relationship with transportation
in a shared mobility mentality is that “a fleet of
vehicles serve my community” and the user pays
a used based fee per mile.

While discussing the public opinion issues,
Ms. Bock stated some citizens feel the adoption of
a RUC is unfair, and it discourages the adoption
of electric vehicles due to the disproportionate
road mileage usage. She stated that good roads
are good for all vehicles, and there are other ways
to encourage the purchase of electronic vehicles
such as rebate programs. She stated higher
registration fees are electronic vehicles results
in disparate treatment between those who drive
a lot of miles and those who only drive a few.
She added that a RUC is only as unfair as fuel
taxes are, if you are paying either fuel tax or road
usage charge, but not both, then it is actually less
regressive than increasing the fuel tax. She also
stated that one public opinion is that it penalizes
rural drivers. She stated that studies have shown
that rural drivers might actually benefit from
a RUC because they tend to drive less efficient
vehicles so with a gas tax they are already paying
more per mile to use the roads than urban
drivers.

Ms. Brock stated the RUC differs from other
funding methods because all users pay the base
rate similar to fuel taxes. A RUC is not variable
by the time of day unlike congestion pricing. She
also stated that a RUC is applicable to the entire
system unlike tolling. Ms. Brock stated some
future challenges include business disruptions,
rapidly changing technologies, and impacts on
revenue.

Ms. Brock stated Oregon has joined the
national discussion on RUC by being a part of
the Mileage Based User Fee Alliance (MBUFA)
which developed a framework for a national
pilot program. She added a significant amount of
time has been spent discussing the I-95 corridor
Coalition concerning an intersection of RUC and
tolling and interoperability. Also she discussed
that Oregon is a member of RUC West which
focuses on interoperability between states and
testing clearinghouse requirements. Ms. Brock
stated Oregon also likes to stay current with the
states that are receiving FAST Act grants.

Ms. Brock stated Oregon is engaging the
public by explaining the funding problem and

the solution, inspiring people to think and
learn more about the issue. Communication
tools will be utilized such as videos, print
materials, presentations and the website https://
keeporegonconnected.org/ beginning next year.

To further drive home the point of the
need for the OReGO program, Ms. Brock stated
after 2020, 70 bridges in Oregon will become
structurally deficient each year and without an
increase in federal funding, state road funds will
decrease by 30% in 2020 as well. She added that
Oregon has 74,000 miles of highways, streets,
and roads and over 8,000 bridges to preserve and
maintain. The cost to rebuild one mile of one lane
can cost up to $1.5 million. Early preservation
techniques for the same lane mile only costs
$200,000. Many key transportation facilities
are 50 to 80 years old; therefore, increased
maintenance and preservation investments are
necessary to keep these older facilities safe and
operational.

In  conclusion, Ms. Brock stated
Oregon continues to work on outreach and
interoperability of the program as well as
sharing the mobility marketplace vision. That
vision includes providing the latest technology
solutions, administering accounts, providing
interoperability and delivering an integrated
user experience.

In response to a question asked by Chairman
Higdon, Ms. Brock stated the OReGO program
is a voluntary program which has a participation
rate of approximately 1,600 people. The program
has been received very well.

In response to a question asked by Chairman
Higdon, Ms. Brock stated Oregon uses two third
party vendors to track mileage usage and for
billing purposes.

In response to a question asked by Chairman
Higdon, tracking and charging is not utilized
if a car has not gone out of the state of Oregon
unless the driver does not have a GPS device. If
a GPS device is not utilized, all miles driven are
presumed to be driven in Oregon.

In response to a question asked by Chairman
Higdon, Ms. Brock stated currently 40% of the
revenue collected from the program goes to the
third party vendors. When more vehicles are
added to the program, the percentage should
decrease.

In response to a question asked by Chairman
Higdon concerning advice for Kentucky, Ms.
Brock stated consulting the public has been a
major help in deciding to move forward with a
RUC program. Having a RUC task force helped

tremendously.

Dr. Cameron Kergaye, Research Director,
Utah Department of Transportation presented
a history on gas tax. Oregon was the first to
implement a gas tax closely followed by Utah in
1923. He added the national gas tax purchasing
power has had a decline due to cars becoming
more fuel efficient.

Mr. Kergaye stated that more drivers are
driving more miles creating more demand on a
roadway system. He provided a chart that showed
in Utah that approximately 32 billion miles are
being traveled in 2018 with a projected 51 billion
miles to be traveled in 2040. More drivers are
driving more miles creating more demand on
the roadway system.

Mr. Kergaye stated a road usage charge
(RUC) is a usage fee that is charged in proportion
to miles driven, similar to usage charges with
utilities such as water, natural gas, or electricity.
The RUC is being considered in Utah as a
replacement of existing gas tax, not a new tax.

Mr. Kergaye stated RUC systems work
by having an in-vehicle mileage counter that
transmits miles driven to a private-sector account
manager. Then mileage fees are deducted from a
pre-paid wallet managed by an account manager.
A vehicle owner then adds funds to the wallet
when it gets low. The account manager sends
road usage charge collections to the state of Utah.
The state of Utah contracts with (and oversees)
the account manager.

Mr. Kergaye stated when considering a
RUC to generate transportation revenue, it is
important to consider that a registration fee does
not scale with a vehicle miles traveled fee and
does no align with a user pays principle. A gas
tax provides some link to usage but increasingly
less so. A road usage change scales with vehicles
miles traveled and aligns with a user pays
principle scenario.

Some RUC challenges include limited
understanding of transportation funding by
citizens, enforcement, technology issues and
advancements, accuracy of data collected, out-
of-state driving issues, privacy protection, and
administrative costs. Mr. Kergaye stated that
there are 14 states as that are members of RUC
West, 17 states that are members of the I-95
Coalition, seven states that have completed RUC
pilot programs, and only two states that have
ongoing RUC programs. He also explained that
interoperability and integration between states
will be a key policy consideration going forward.

Mr. Kergaye stated rural and low-income
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households benefit from RUC. He added that
94% of Utah households are urban and 6% are
rural. While 47.7 is the average daily miles an
urban household drives, 52.6 is the average daily
miles a rural household drives. The average fuel
efficiency per urban household is 22.8 miles
per gallon, while in a rural household it is 21.1
miles per gallon. He also presented a calculation
which estimates that while the average urban
driver would pay $1 more a year with a RUC, the
average rural driver would pay $19 less.

Charts were provided of data showing the
share of the market of electronic vehicles by
state and a change of the new sales market share
from 2017 to 2018. A chart was also provided
that showcased the size and growth of Utah’s
vehicle fleet. The chart showed that 89.5% of
total registered vehicles in Utah are gasoline
powered vehicles. Diesel powered vehicles
account for 8.5%, gas hybrid vehicles account for
1.5%, electric vehicles account for 0.2%, plug-
in hybrid electric vehicles account for 0.1% and
other alternative fuel vehicles account for 0.2%
of all registered vehicles in Utah. He added that
electronic vehicles, plug-in hybrid vehicles, and
gas hybrids are growing rapidly. The electronic
vehicle growth averaged 47% per year from 2015-
2018, and 54% from 2018 to 2019. Hybrids are
growing less rapidly, but are still far outpacing
growth of gasoline and diesel cars.

Mr. Kergaye stated owners of different types
of vehicles currently pay a wide range of state
and federal gas tax each year. Electric vehicles
do not pay any gas tax. A semi-truck driving the
average number of miles pays $1,409 annually
in gas taxes. The average Utah sedan owner pays
approximately $300 per year in state and federal
fuel taxes.

In 2018 Senate Bill 136 was enacted in
Utah and set basic direction for the Utah
Department of Transportation (UDO) to study
and provide recommendations for an alternative
fuel vehicle RUC system. The RUC study
recommendations included setting up a RUC
Advisory Committee, provide a RUC alternative
to paying flat fees for electronic vehicles, plug-
in hybrid electric vehicles, and gas hybrid
vehicles. Also recommended was to consider
privacy, methods for reporting road usage, and
options for administering the system. The study
recommended implementing the initial system
by January 1, 2020, and to submit annual reports
of findings, and allow room for future pilot
projects.

Senate Bill 72 was passed in 2019 and gave

basic structure and direction to UDOT for
how to implement the alternative fuel vehicle
RUC program. Senate Bill 72 includes privacy
and security protections, UDOT and DMV
information sharing. It allows owners and
lessees of EVs and PEHVs to opt into a RUC or
pay an annual fee. Senate Bill 72 includes a RUC
rate setting process where the Transportation
Commission authority is to set rates with advice
from UDOT. Also included is rulemaking
authority for UDOT that allows for contracting
CAM and administering the program,
implementing enforcement mechanisms such
as registration holds, as well as other enrollment
components.

Mr. Kergaye stated at the November 2018
meeting of the RUC Advisory Committee, there
was a set of discrete recommendations that was
presented based on the work of the Committee
and its technical groups during the previous six
months. The recommendations were included in
the development of the new system.

A CAM will operate Utah’s RUC system.
Participants will set up a prepaid wallet tied
to electronic payment information and fees
will then be deducted from the wallet as miles
are driven. Monthly statements will be sent to
participants so that they can see how many miles
they are driving, fees that have been deducted,
and where their annual cumulative fees stand
in comparison to the annual cap. Participants
can access their account either through the
smartphone app or a web portal.

Utah will be the first state to integrate its
RUC system with a state DMV. We will have a
real-time link between our CAM and the DMV.
This link will be beneficial for enrollment,
enforcement, and customer user convenience.

Beginning in January 2020, owners of
alternative fuel vehicles in Utah will have a
choice about how to pay for their contribution
to road funding. They may either pay a flat fee
independent of how much they drive, or enroll
in the RUC program and pay by the mile. The
flat fees are specific to vehicle type. They are
lower for the vehicles that already purchase the
most gasoline (and are therefore already paying
fuel tax) and higher for EVs that don't require
gasoline at all. The per-mile RUC fees are capped
annually at the flat fee amount applicable to
each vehicle type. The annual flat fee for electric
vehicles will be $120, plug-in hybrid electric
vehicles will be $52, and gas hybrid vehicles will
be $20. The usage-based fee will be 1.5 cents per
mile.

Mr. Kergaye summarized the range of RUC
elements being incorporated into Utah’s initial
RUC system beginning in January 2020. Privacy
will be protected in several ways. The first is
that joining the RUC program is completely
optional. Anyone uncomfortable with even a
minimal level of data collection can simply pay
the flat fee. The default length of time that the
Commercial Account Manager (CAM) will only
store location data is 30 days following the end
of each month to prevent date from being kept
for a prolonged length of time. Raw location
data will never be shared with the state except
in narrowly defined cases related to dispute
resolution or system audits. The data may at a
future time be anonymized, aggregated, and
shared with the state and potentially other
entities, but Utah is still developing standards for
data protection. It’s vital that robust protocols be
put into place in order to protect data privacy.
The user agreement participants fill out when
they enroll in the program will clearly describe
privacy components.

Utah’s initial RUC system is only open
to electric, plug-in hybrid, and gas hybrid
vehicles and the enrollment process will occur
online. Participants will be required to enter
their VIN number so that the CAM can verify
through the DMV interface that the vehicle
is eligible for the program. Participants will
also be required to submit an odometer photo
through the smartphone app in order to provide
a starting odometer value and benchmark initial
mileage. The DMV interface will also be used
as an enforcement mechanism of last resort.
If a participant is violating program terms or
not paying RUC fees, the CAM will be able to
request a registration hold be placed on the
subject vehicle.

Mr. Kergaye stated 26 states have adopted
annual flat fees for alternative fuel vehicles and
15 states have considered annual flat fees. Some
fees, such as Utah’s, are graduated such that the
fees ramp up over a few years to an ultimate
value. The ranges and averages quoted in the
chart provided use the ultimate values for states
that have graduated fees. He also added that
some states have higher fees for commercial
and heavy alternative fuel vehicles than they
do for passenger-sized alternative fuel vehicles.
The ranges and averages quoted on the chart
provided only use the passenger-sized fee values.

The Utah Department of Transportation
issued an RFP in February 2019 to hire a CAM
to operate Utah’s alternative fuel vehicle RUC
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program. Four proposals were received. A
chart was provided that shows the cost ranges
associated with the four proposals for the
different cost categories required in the bid, as
well as the total price proposals. The sum of the
upper and lower bound does not equal the total
cost of any one individual bidder due to line item
variations. The financial model was provided
that predicts that by 2025 the system will reach
a point where RUC revenue matches expenses
for operating the RUC system. Expenses capture
both the external vendor cost as well as the
internal costs associated with employee labor
and consultant staff support. Vendor bids all
provided rate reductions per vehicle each year as
the enrollment grows.

In conclusion, Mr. Kergaye explained why
a person might choose to enroll in the RUC
program instead of paying the annual flat fee.
Enrolling in RUC system saves money if enrollees
don’t drive many miles per year, they may save
money relative to the annual fee. Enrollees may
pay as they go instead of paying the annual fee.
And lastly, enrollees may be curious about the
RUC program and want to try it out.

In response to a question asked by
Chairman Higdon, Mr. Kergaye stated the RUC
program in Utah will launch in January 2020
and will admit vehicles according to the month
that their vehicle registration is due. He added
there are approximately 60,000 vehicles that can
be part of the program, and approximately 6,000
of the 60,000 are electric vehicles. He does not
anticipate very many hybrid vehicles to join the
program. Mr. Kergaye estimated 500 to 1,000
vehicles will be a part of the program within the
first year and should increase in the future.

Inresponse to a question asked by Chairman
Higdon concerning the program’s billing cycle,
Mr. Kergaye stated the participants will be billed
monthly.

Inresponse to a question asked by Chairman
Higdon, Mr. Kergaye stated all miles will be
considered initially, including out-of-state miles.
He added that charging out of state drivers who
come into Utah and having their home state
charge them, would prove to be a very difficult
task, and can only foresee that happening if there
was a nationwide RUC program.

Inresponse to a question asked by Chairman
Higdon, Mr. Kergaye stated the advice he would
give to Kentucky as members are looking into
a mileage-based transportation fee, is to work
with the public in informing them totally on all
aspects of the program. Setting up an advisory

committee of different interested groups,
stakeholders, and legislators has been helpful.
He also stated there is a wealth of information
and resources to be taken advantage of given that
other states have piloted programs as well.

In response to a question asked by Chairman
Higdon, Ms. Bock stated there are two interstates
that pass through Oregon. Mr. Kergaye stated
there are four that pass through Utah.

In response to a question asked by Co-Chair
Upchurch, Ms. Bock stated Oregon did not
apply for the FAST Act federal grant program
to implement the RUC program, because FAST
Act was implemented after Oregon’s program
had already gone live. Mr. Kergaye stated that
Utah did apply for one of the FAST Act grants
and received the grant. He added they applied
for $2.5 million where half of that money is state
match funding.

With no further questions to come before
the Committee, Chairman Higdon adjourned
the meeting at 2:30 PM.

INTERIM JOINT COMMITTEE ON

TRANSPORTATION

Minutes of the 2nd Meeting
of the 2019 Interim
September 9, 2019

Call to Order and Roll Call

The 2nd meeting of the Interim Joint
Committee on Transportation was held on
Monday, September 9, 2019, at 3:00 PM, in
Room 149 of the Capitol Annex. Senator Ernie
Harris, Chair, called the meeting to order, and
the secretary called the roll. The minutes from
the Committee’s July 19, 2019 meeting were

approved.
Present were:
Members: Senator FErnie Harris, Co-

Chair; Representative Ken Upchurch, Co-
Chair; Senators Ralph Alvarado, Perry B.
Clark, C.B. Embry Jr, Jimmy Higdon, Paul
Hornback, Stephen Meredith, Gerald A. Neal,
Albert Robinson, Brandon Smith, Johnny Ray
Turner, and Mike Wilson; Representatives Terri
Branham Clark, Randy Bridges, Chris Fugate,
Al Gentry, Robert Goforth, David Hale, Kathy
Hinkle, Regina Huff, Thomas Huff, Derek Lewis,
Savannah Maddox, Russ A. Meyer, Charles
Miller, Sal Santoro, Maria Sorolis, Cherlynn
Stevenson, Jim Stewart III, Ashley Tackett
Laferty, Walker Thomas, and Tommy Turner.
Guests: Robin Brewer, Executive Director,
Office of Budget and Fiscal Management,
Kentucky Transportation Cabinet (KYTC);

Matt Henderson, Commissioner, Department
of Vehicle Regulation, KYTC; Brian Beaven,
Director, Division of Motor Carriers, KYTC

LRC Staff: John Snyder, Brandon White,
Dana Fugazzi, and Christina Williams

Road Fund Update

Robin Brewer, Executive Director, Office
of Budget and Fiscal Management, Kentucky
Transportation Cabinet (KYTC), gave a
presentation on the fiscal year 2019 closeout of
the road fund. Ms. Brewer stated that the official
revenue estimate for motor fuels tax in FY 2019
was $759.2 million. The actual revenue was
$773.2 million, an increase of $14.0 million. She
added that the official revenue estimate of the
motor vehicle usage tax was $494 million. The
actual revenue received from the motor vehicle
usage tax was $514.5 million, an increase of
$20.5 million. Other revenues had an increase
of $24.9 million. Total official revenue estimates
combined amounted to $1,506.6 million. The
actual revenues received were $1,566.1 million,
leaving a total increase of $59.5 million.

Ms. Brewer provided a chart that showcased
the difference of FY 2019 actual revenues and FY
2018 actual revenues. In FY 2019, $773.2 million
was collected in motor fuels tax, and $764.9
million was collected in FY 2018, therefore an
increase of $8.3 million was realized in FY 2019.
InFY 2019, $514.5 million was collected in motor
vehicle usage tax compared to $493.1 million
that was collected in FY 2018, resulting in a
$21.4 million increase. In other revenues, $278.3
million was collected in FY 2019, and $252.9
million was collected in FY 2018, resulting in an
increase of $25.4 million. Total surplus between
FY 2019 and FY 2018 was $55.1 million, a 3.6%
increase.

Ms. Brewer stated the motor fuels tax is
estimated to be $761.2 million in FY 2020,
motor vehicle usage tax is expected to be $492.6
million, and the motor vehicle license fee is
approximately $116.3 million. Also estimated
in FY 2020, the weight distance tax will be
approximately $83.2 million, other road fund
revenues will be approximately $36.4 million, the
motor vehicle operators fee will be approximately
$16.8 million, and total investment would be
approximately $3.3 million, resulting in a total
road fund estimate of $1,509.8 million for FY
2020.

Ms. Brewer provided a chart that showed
that even though the motor fuels tax rate
has remained at 26 cents per gallon since FY
2016, the motor fuels tax revenue has steadily
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increased from $750 million in FY 2016 to $773.2
million in FY 2019. Ms. Brewer then shared a
graph showing historical motor vehicle usage
tax revenues from FY 2000 to FY 2019. After a
precipitous drop in revenue during the recession
years of 2009 and 2010, revenues have spiked in
recent years, hovering around $500 million per
year since 2016. Ms. Brewer cautioned that the
revenue may not stay at the $500 million level in
the future. One last chart that was provided was
a total road fund revenues by fiscal year chart
which showed that in FY 2019 the total road
fund revenues were $1,566.1 million; however, it
was expected to drop to $1,509.8 million in FY
2020.

Chairman Ernie Harris reiterated that every
penny that is collected in motor fuels tax is the
equivalent of approximately $30 million received
which is split 50% with cities and counties and
the other 50% goes to the construction account.

Chairman Harris also reminded the
Committee of the loss of toll credits beginning in
2020. Ms. Brewer stated toll credits are estimated
to be gone by the end of either the state of federal
fiscal year. She stated toll credits are what is used
to match funds for federal programs and they
will no longer be available. She added having toll
credits gives flexibility for the use of state funds
in other areas, but that going forward means
those dollars and that flexibility will no longer
be available.

Regulations of Transportation Network
Companies (TNC)

Matt Henderson, Commissioner,
Department of Vehicle Regulation, KYTC,
and Brian Beaven, Director, Division of Motor
Carriers, KYTC gave a brief presentation on
the regulatory compliance and monitoring of
TNC companies authorized by the Kentucky
Transportation Cabinet. TNC pays an initial
application and yearly renewal fee of $250
per company. They must also pay a vehicle fee
(initially and yearly) of $30 per vehicle up to a
maximum of a $22,500 bulk fee. The TNC must
be registered with the Kentucky Secretary of State
and demonstrate proof of financial responsibility
and insurance. Vehicles must also have annual
inspections by an automotive service technician
certified by the National Institute for Automotive
Service Excellence (ASE). Each TNC is required
to perform a national criminal background check
for each individual operating a TNC vehicle.
Records are to be retained for a minimum of
three years and are to be made available for audit
purposes. Also for application and renewals,

one unexecuted copy of the current contractual
agreement between the business and the drivers
must be enclosed. This copy must include any
policies, procedures, and terms of service with
which they intend a driver to comply. Lastly, a
current driving history record for all drivers
must be provided and updated annually.

Commissioner Henderson stated that
quarterly and annual audits are conducted on
TNCs to ensure compliance with Kentucky
statutes and regulations. The Division of Motor
Carriers randomly selects vehicles and driver
records to inspect. If the TNC is not found to be
in full compliance; penalties shall be assessed, per
KRS 281.990. He added in 2019, five fines were
issued totaling $1,000. The violations were for
not providing proof of completing an approved
driver safety training course.

Information that is required from TNCs
through the monitoring and auditing process
includes proof that a driver has completed an
annual driver safety training course, a current
five year driving history record, the current
address of the driver, a copy of a valid state-
issued driver’s license, proof of current personal
vehicle insurance coverage, proof of vehicle
registration, written or electronic affirmation
that a TNC driver is fit and able, verification of a
nationwide criminal background check, records
indicating if a driver has refused to accept a
prearranged ride and the reason for doing so,
records of complaints against a driver, and a copy
of the current vehicle inspection.

Mr. Henderson provided a list of current
TNC providers in Kentucky. Caliber is a company
with 3 vehicles. MOOVMO LLC is a TNC that
has one vehicle. LYFT has 4,094 vehicles, and
Uber has 5,628 vehicles in Kentucky.

In response to a question asked by
Senator Gerald Neal concerning vehicle fees,
Commissioner Henderson stated Kentucky
based their fees on models from other states. He
will email the exact data that was used to base
those fees.

In response to a question asked by
Representative ~ Santoro  concerning  the
mandatory criminal background check for TNC
drivers, Commissioner Henderson stated that
is only mandated to occur one time per driver.
Representative Santoro cautioned that could
become an issue. Commissioner Henderson
stated that could be changed in regulation.

In response to a question asked by Chairman
Harris, Commissioner Henderson stated that
taxi cab drivers are required to have the same

mandatory criminal background check, and that
is also only required one time.

Representative Santoro suggested putting
into regulation that a TNC driver must turn on
the dome light in the vehicle so that a rider is
able to see his or her face.

An unrelated matter was discussed as
Representative Goforth approached the issue
of “Red Titles” which are titles that are issued
that allows operation of vehicles in the state
of Kentucky, which other states have deemed
“junked” or not rebuildable. He stated there is still
a timing issue on receiving those titles. He also
stated he has been made aware of people bringing
those titles from out of state and them being
“washed” in Kentucky. Representative Goforth
asked what can be done to insure those vehicles
that are being restored and have a “Red Title”
stay in Kentucky. Commissioner Henderson
stated there are two states that allow for vehicles
to be rebuilt and titles be issued for vehicles that
may be deemed not rebuildable in other states,
Kentucky and Alaska. He stated there is an influx
of rebuilt vehicles coming into Kentucky from
other states that are being processed through
Kentucky. Brian Engle, Department of Vehicle
Regulation, stated the time it is taking currently
to be able to receive an not rebuildable title is just
short of two months. He added on rebuildable
titles, the turnaround time to receive a title is
within five days if it is emailed, or processed on
the same day if one is dropped off or mailed. For
clarification, Commissioner Henderson stated
it is not and should not be allowed for people
to use Kentucky to obtain “red titles” and then
continue use of the vehicle in other states.

Godwin Onodu, Assistant Director, Division
of Motor Vehicle Licensing stated there are
examiners that extensively review the documents
to find out if the owner of the vehicle is using a
Kentucky driver’s license, unfortunately it is not
a 100% fool proof method to catching people
who are washing these titles. This is partially
due to people using UPS addresses or other
addresses in Kentucky. He stated the applications
that use P.O. Box addresses are suspended and
investigated. Mr. Onodu stated KYTC s trying to
bring in more people to review the documents so
that fraudulent activity is ceased. Commissioner
Henderson stated Kentucky does not a have a
fraud investigation unit embedded in the DMV
or Department of Vehicle Regulation. He added
they are currently in the process of setting an
investigative unit.

In response to a question asked by Senator
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Gerald Neal, Commissioner Henderson stated
there is a local economic incentive to continue
to allow red titles to be issued within the state of
Kentucky.

The committee considered administrative
regulations 603 KAR 5:5150 and 601 KAR 9:130.
Upon discussion, 603 KAR 5:5150 had no issues
raised. Don Blevins, Fayette County Clerk spoke
inoppositionof 601 KAR9:130. Mr. Blevinsraised
concerns with new language in the regulation,
which prohibited issuance of a Kentucky title to
someone who was not a Kentucky resident. He
cited examples of retirees who live in more than
one state and individuals in other states who
purchase vehicles for use of family members
in Kentucky. After some discussion, KYTC
requested to defer consideration of the regulation
until the Committee’s next meeting so that the
Cabinet staff could confer with interested parties
and draft an amendment that would address
their concerns.

With no further business to come before
the Committee, Chairman Harris adjourned the
meeting at 3:54 P.M.

TASK FORCE ON ELECTRONIC
RECORDING OF OFFICIAL
DOCUMENTS BY COUNTY

CLERKS

Minutes of the 1st Meeting
of the 2019 Interim
August 21, 2019

Call to Order and Roll Call

The 1st meeting of the Task Force on
Electronic Recording of Official Documents by
County Clerks was held on Wednesday, August
21,2019, at 11:00 AM, in Room 171 of the Capitol
Annex. Representative Joseph M. Fischer, Chair,
called the meeting to order, and the secretary
called the roll.

Present were:

Members: Senator Julie Raque Adams,
Co-Chair; Representative Joseph M. Fischer,
Co-Chair; Senators Morgan McGarvey and
Stephen West; Representatives Angie Hatton and
Brandon Reed; Don Blevins, Michael Chodos,
Debbie Donnelly, Russell Ford,  Branden
Gross, Mark Ladd, John McGarvey, Stephanie
Schumacher, Debra Stamper, Gabrielle Summe,
Pam Thompson, Barry Tuemler, and Tim
Vaughan.

Guests: Gino Yoscovits, Quicken Loans;
and Patricia Fry, Uniform Law Commission.

LRC Staff: Dale Hardy, Katie Comstock,
and Yvonne Beghtol.

Chairman Fischer began the meeting
by clarifying that the goal of the Task Force
Committee is to implement the eRecording law,
SB 114, which passed in Session 2019. One task
is to consider eClosing, and eNotarization in
other states.

Business Interactions
RULONA

Gino Yoscovits, Director of State
Government Affairs for Quicken Loans in the
Southeast, reviewed the three types of eClosings:
Hybrid In-Person; In-Person eNotarization
(IPEN); and Remote Online Notarization
(RON).

On a national level, there are currently 22
states with RON legislation approved. Twelve
states are awaiting regulations and ten states
have officially gone into effect.

The industry has been more focused on
RON, mainly because IPEN is not vastly different
from traditional notarization. In creating the
standards for IPEN there are questions to be
considered and answered, such as requirements
to become an e-notary.

Mortgage Industry Standards Maintenance
Organization (MISMO) has been setting the
standards for RON. The organization is made up
of groups in the mortgage industry: document
providers, lenders, e-Notary providers, and RON
providers. The standards should be finalized in
the upcoming weeks. Tennessee and Texas are
two states Mr. Yoscovits refers to for industry
standards.

Mr. Yoscovits detailed standards and
security measures in areas of eClosings including
government IDs, audio/visual quality, storage of
records, and security.

Property Records Industry Association
(PRIA) developed industry standards for
eRecording, to ensure acceptance and
implementation of eRecording.

In response to questions and comments
from John McGarvey, Mr. Yoscovits clarified that
any technology device, such as Androids, tablets,
iPads, and laptops can be used. Mr. Yoscovits is
not aware of any states using distributed ledger
in the protection of documents and has not yet
considered it.

In response to Chairman Fischer, Mr.
Yoscovits  confirmed that MISMO and
eRecording standards are incorporated in the
regulations for Texas and Tennessee.

RULONA in Other States

Patricia Fry, with the Uniform Law
Commission, presented via remote audio. Over

in States with

20 states have enacted the Uniform Real Property
Electronic Recording Act and have regulated
the use of electronic technology for recordings.
Local recorders have to establish the process for
recording and indexing paper and electronic
submissions. St. Louis, Missouri and Iowa have
established an Electronic Recording System.
States have taken different approaches as
to acceptable technology for eNotarizations,
eRecordings, and eClosings. Because technology
and business models change constantly, statutes
and regulations containing specific technology
standards will soon become obsolete. Ms. Fry
suggests focusing on the function rather than the

technology.
Distributed Ledger Technology offers
prospects for ensuring reliable copies of

electronic transactions. The multiple computers
on which the records are stored need to be
controlled by multiple parties, making the
forgery of documents more difficult.

Ms. Summe stated that all counties are
required by law to “paper out” electronic
submissions into books.

Mr. Blevins stated that the official storage
of permanent records is in paper or microfilm.
Electronic storage is not considered a permanent
record.

Mr. McGarvey addressed  drafting
with medium neutrality and durability, and
emphasized that Distributed Ledger Technology
is more of a security technique and not a back-up
system.

Ms. Fry clarified the difference between the
record and the evidence of something having
occurred. The evidence is important to the
lenders, title insurers, and lawyers.

Future Task Force Meeting Topics

Chairman Fischer would like to consult with
Tennessee and Texas to determine regulations
that may have to be implemented, and asked that
members contact Dale Hardy with topics they
feel would benefit the committee.

Mr. Blevins announced that, since the
passing of SB 114, the clerks have been working
on updates to fees, and updating the recording
manual. Some issues they have run across and
would like to discuss in future meetings are:
Certificates of Delinquency, the attaching/
unattaching of a manufactured home to real
estate, how does a paper document get recorded,
and how to determine if a copy from another
county is truly certified.

Mr. Blevins asked Mike Nickles, Office
of Business at the Secretary of State’s Office, to
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speak to the committee. Mr. Nickles stated that
Kentucky’s in-house software used to track who
is a notary is largely paper based, which needs to
evolve into an electronic process.

Chairman Fischer asked that the clerks and
the Secretary of State’s Office to present issues
that they would like the committee to consider,
including the proposed regulations in draft form,
along with any changes in the law.

Mr. McGarvey suggested the clerks review
the integration of regulations regarding eFiling
with paper filing for financing statements.

Future Meeting Dates

Chairman Fischer set the date of the next
meeting to Tuesday, September 10, at 11:00 am.

Mr. Gross suggested that the committee
consider modifying legislation for documents
coming from out-of-state. Ms. Summe would
like a more standard form to be used across the
state. She would also like the financial cost of
retention, microfilm, and production of books to
be assessed.

Adjournment

There being no further business, the meeting
was adjourned at 12:04 PM.

INTERIM JOINT COMMITTEE ON

BANKING AND INSURANCE

Minutes of the 2nd Meeting
of the 2019 Interim
September 11, 2019

Call to Order and Roll Call

The 2nd meeting of the Interim Joint
Committee on Banking and Insurance was held
on Wednesday, September 11, 2019, at 10:00
AM, in Room 149 of the Capitol Annex. Senator
Jared Carpenter, Chair, called the meeting to
order, and the secretary called the roll.

Present were:

Members: Senator Jared Carpenter, Co-
Chair; Representative Bart Rowland, Co-Chair;
Senators Julie Raque Adams, Rick Girdler,
Christian McDaniel, Morgan McGarvey, Dennis
Parrett, Albert Robinson, Brandon Smith,
and Reginald Thomas; Representatives Terri
Branham Clark, Joseph M. Fischer, Deanna
Frazier, Jim Gooch Jr., Kathy Hinkle, Stan Lee,
Derek Lewis, Michael Meredith, Wilson Stone,
Ken Upchurch, and Rob Wiederstein.

Guests: Charles Vice, Commissioner,
Kentucky Department of Financial Institutions;
Ballard Cassady, President and Chief Executive
Officer, and Debra Stamper, General Counsel
and Executive Vice President, Kentucky Bankers

Association.

LRC Staft: Jessica Sharpe, Breanna Miller,
and Dawn Johnson

Approval of Minutes

A motion by Senator Raque Adams and
second by Senator Parrett to approve the minutes
of the August 21, 2019, meeting carried by voice
vote.

Access to Financial Products and Banking
Services for Lawful Hemp Farmers and
Producers

Commissioner Charles Vice, Kentucky
Department of Financial Institutions said the
hemp industry is a tremendous opportunity for
the state, though, the financial regulatory aspects
can be frustrating. While hemp is a legal product,
several financial institutions have been hesitant
to offer financial services to the industry. The
growth in product sales is notable, increasing
from $16.7 million in 2017 to $57.75 million
in 2018. Capital improvements of $23.4 million
have been made and in 2018, the industry
employed 459 people. In 2017, 3,200 acres were
approved for hemp production. That number
increased to 50,000 in 2019. Commissioner
Vice described his tours of two hemp facilities—
Hempwood, a manufacturer of hemp “wood”
flooring, and GenCanna, a facility that will be
able to process 100,000 acres of hemp annually
once construction is complete. Hemp can be
grown for fiber or wood production, oils, and
seed, offering tremendous economic potential
for Kentucky. During the tour, a farmer stated he
can produce approximately $6,000 net income
per acre.

The 2014 Farm Bill passed by the U.S.
Congress established the hemp production
pilot program. It required producers to sign
a memorandum of understanding with state
agricultural departments as well as requiring
extensive oversight relative to the growth
and production of hemp, including Global
Positioning System (GPS) coordinates and
notification of harvesting and transporting.
The 2018 Farm Bill removed hemp from the
controlled substance list, but requires the United
States Department of Agriculture (USDA) to
develop guidelines.

Commissioner Vice said Kentucky is at the
forefront of the hemp industry. Once complete,
the GenCanna facility will be the largest hemp
production facility in the world. The USDA
is looking to the Kentucky Department of
Agriculture to help them develop guidelines.
Once complete, each state will be responsible

for passing its own hemp laws. In April 2019,
Senate Majority Leader McConnell sent letters
to federal financial services regulatory agencies
requesting that the agencies provide guidance
to financial institutions under their jurisdiction
to ease concerns they may have with providing
services to hemp industries. Commissioner Vice
said while there are many opportunities for hemp
farmers, it is frustrating that many banks are still
hesitant to offer financial services to them. The
KDFl issued guidance in 2016 based on the Bank
Secrecy Act. From the KDFT’s perspective, there
are no expectations that hemp customers will be
treated as high risk simply because they are in
the hemp business. After the 2018 Farm Bill was
signed, KDFI released further guidance in 2019
acknowledging that hemp was removed from
the controlled substance list. Some hesitancy
remains because federal regulators, including the
Federal Deposit Insurance Corporation (FDIC),
Office of the Comptroller of the Currency
(OCCQC), the Federal Reserve, and the Financial
Crimes Enforcement Network (FinCEN), have
not issued formal guidance relative to a financial
institution offering services to companies
involved in the hemp industry. The National
Credit Union Association (NCUA) released a
letter on August 19, 2019, providing limited
guidance, but the letter stated that additional
guidance will be issued once the USDA issues
guidelines.

Ballard Cassady, President and CEO of
the Kentucky Bankers Association (KBA) said
hemp, once a popular crop in Kentucky, fell out
of favor in the 1970s when it was rated as an
abusive substance. Hemp is now produced in
101 out of 120 counties in Kentucky. He noted
that Agriculture Commissioner Ryan Quarles
had the foresight in the state’s pilot program
to allow farmers to oversee the program.
Other states are overseen by universities only.
Currently, hemp is still produced under the 2014
program permits; however, new permits based
on the 2019 Agriculture Act will be issued soon.
He has heard complaints that hemp products
are being stopped and seized in other states
because officials mistake it for marijuana. Some
Kentucky banks do not provide services to the
hemp industry; although, most community
banks are working with hemp businesses. The
KBA provides guidelines to assist banks with
the process. Mr. Cassady said certain credit card
companies refuse to accept any hemp-related
transaction due to varying state laws regarding
marijuana and hemp. He also noted that there
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is proposed federal legislation, titled the SAFE
Banking Act, that legalizes, regulates, and taxes
marijuana. As the hemp industry grows, the KBA
is standing ready to help Kentucky farmers. Ms.
Debra Stamper, General Counsel and Executive
Vice President, said that constituents can call the
KBA regarding hemp financing.

Senator Parrett said hemp farmers in his
district have had to deal with people taking
plants from fields to smoke.

Chairman Carpenter said he has noticed
that hemp fields are replacing tobacco fields and
that no other crop can net close to $6,000 an
acre. Some financial institutions are concerned
that once hemp is produced, finding a market
for the product could be problematic. Until the
recent guidelines took effect, local banks were
hesitant to provide services to farmers. Mr.
Ballard added that the 2018 Farm Act classified
hemp as a commodity crop so farmers can now
get crop insurance.

Commissioner Vice noted that GenCanna
is partnering with Murray State University’s
engineering and marketing departments.

Kentucky Department of Financial
Institutions Update

Commissioner Vice provided an overview
of state financial institutions. From year-end
2016 to March 31, 2019, the number of state-
chartered banks decreased from 133 to 120; the
number of smaller banks, banks with less than
$100 million in assets, decreased from 26 to 23;
total assets for all state-chartered banks increased
from $50.7 billion to $52.7 billion; and total loans
for all state-chartered banks increased from $35
billion to $37.5 billion. Commissioner Vice
reviewed Kentucky’s state-chartered banking
conditions as compared to contiguous states
and nationally. As of March 31, 2019, Kentucky
was highest in net interest margin at 3.94, fourth
for return on average assets at 1.28, third in
return on equity at 11.22, and first in capital
ratio at 11.31. Commissioner Vice said that
he considered a one percent return on average
assets to be a strong indicator for the banking
industry after the recession. Kentucky’s rate is
now 1.28, an outstanding achievement that is
partially due to 2017 federal legislation reducing
the corporate tax rate from 35 to 21 percent. Tax
relief provided by the 2019 Kentucky legislature
will also benefit Kentucky. When banks
experience higher returns, they reinvest in their
employees and the community. Commissioner
Vice also discussed bank merger activity in
Kentucky, which showed consolidation in the

industry with no new banks since 2009. In 2013,
state bank mergers were generally by Kentucky-
acquired banks, but recent mergers have mostly
involved out-of-state acquisitions. He said this
was concerning because decision-making and
capital many times will be outside of Kentucky,
losing community focus. He stated that bank
consolidations occur for many reasons, but one
of the most impactful is increasing bank prices.
The number of credit unions has decreased as
well from 24 in 2016 to 22 in 2019. The majority
tend to be smaller credit unions. Total assets
have increased from $3.8 billion to $4.4 billion
and total loans increased from $2.6 billion to
$3 billion. It has been a long time since a new
credit union was formed. Kentucky credit unions
have a net worth ratio of 12.32, ranking third
in contiguous states. Commissioner Vice also
reviewed Kentucky credit union growth ratios.
Strong growth numbers in 2015 reflect several
federal credit unions converting to state charter.

Commissioner Vice gave an update on
the Non-Depository Division, which oversees
mortgage companies, consumer loan companies,
money transmitters, check cashers, and payday
lenders. As of June 30, 2019, there were 1,628
mortgage companies and brokers, 6,885
mortgage loan originators, 365 consumer loan
companies, 125 money transmitters, and 438
check cashers and payday lenders. The number
of payday lenders has steadily declined due to
the 2009 moratorium on new licenses. In 2019,
the moratorium was extended indefinitely.

As of June 30, 2019, the Securities Division
reports 1,416 broker-dealer registrations, 129,946
registered broker-dealer agents, 1,335 state
investment advisors (IA), and 5,791 investment
advisor representatives.

Commissioner Vice said the Conference
of State Bank Supervisors and the Federal
Reserve Board hold a case study competition
for universities to introduce college students to
the banking industry. The winning university
presents a paper and video at the conference.
Typically, there are 55 to 60 entries in the
competition. Murray State University was a
finalist in 2016. Eastern Kentucky University
(EKU) entered the competition for the first
time in 2018 and won, and came in second
place in 2019. EKU team members from both
competitions are now employed with the KDFI.

Responding to Senator Thomas’ question
regarding what NIM means, Commissioner
Vice explained that NIM is one of the biggest
measures of community bank performance

relative to earnings. It is interest income less
interest expense divided by earning assets. The
ratio is used to measure the profitability of

community banks.
Public Deposit Banking in Kentucky
Debra  Stamper  explained that

collateralization of public deposits has become
a complicated compliance issue for Kentucky
banks. The KBA receives many calls for direction
on how to comply with the public deposit laws as
they are applied to the various administrations
in state and local government. Collateralization
of public deposits is a protection measure in
case of bank failure, a legitimate concern when
the statutes were drafted. Since then, banks are
stronger and regulations have become more
strict and complicated, and thus, there is a
question as to whether the current statutes are
still needed. There are various statutes in various
chapters that refer back to one another. The
statutes are so complicated and knotted that
even the most experienced banking attorneys
have a difficult time untangling them. Banks
have to jump through a bunch of hoops to accept
and maintain public deposits. Statutory issues
include the use of unfamiliar terms, undefined
or vague terminology, and differing standards.
The definition of a public depository has become
more complicated in the most recent session
because Kentucky now allows local entities to
invest a portion of their funds in securities. If you
put your deposit in a public depository bank, the
deposit is insured up to the amount of the FDIC
insurance and that current law requires that any
deposit over the FDIC insurance amount be
100 percent collateralized. While there is list of
collateralization that is accepted in the statutes,
the options are nuanced and not available to
all banks. This collateralization requirement
prevents banks from using their capital for loans
and other community investments. When you
look at particular types of deposits, like sheriff’s
deposits which are temporary and can be very
large during tax season, banks are required to tie
up that collateral for what might be a very short
period of time. Another problem is that the
statutes addressing when these collateralizations
must be reconciled are very confusing. State
auditors are telling banks they have to reconcile
the collateral daily, which can cause problems.
The KBA is looking for a solution to these
problems and would ask that the legislature
start thinking with them about a solution.
She suggested the possibility of using a sliding
scale of collateralization for banks, which is an
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approach used in other states.

Senator McDaniel cautioned that many
institutions that failed during the 2008 financial
crisis were as stable as it came until they got
wiped out. He expressed concern about changing
collateralization requirements, but stated that he
would be open to making clarifications. Senator
McDaniel stated that he recognizes that the
federal bailout of banks from that crisis is related
but not the same and that everyone should
closely review this discussion. Ms. Stamper
said she agreed it is related but stated that the
recent law allowing local governments to invest
in securities flies in the face of the 100 percent
collateralization requirement for bank deposits
because securities are much riskier than bank
deposits. She said she appreciated the Senator’s
concern.

Representative Meredith said that enacting
the Local Government Investment Bill was
a three year process. The law allows local
governments to invest 20 percent of their assets
in high-quality uncollateralized investments
which is necessary to participate in the market’s
risk-reward relationship, but do not have the
same surety as funds in a bank. He said Kentucky
has not experienced a true bank failure since the
1980s, and there is a large difference between
local depository institutions and investment
banks, like Solomon Brothers. Locally-controlled
banks are investing through home, vehicle, and
small business loans in Kentucky citizens. He
stated that these collateralization requirements
do create a liquidity problem for banks, because
much of the collateral put up for temporary
public deposits are longer term securities.
Now that up to 20 percent of local government
deposits can go into the market, Representative
Meredith said that it is against the will of the
General Assembly’s previous actions to require
100 percent collateralization for public deposits.
Ms. Stamper stated that also, some banks might
not want to take larger deposits if it pushes that
bank into the next level of regulation where they
would have more compliance burdens. Senator
Carpenter said he experienced these issues
working at a community bank.

Senator McDaniel said he understands the
banking side’s perspective, but taking deposits
is a voluntary business decision. While he
understands what the legislature did for the cities
and counties and their ability to invest, there
is a difference between that law and the public
deposit laws. He is not necessarily opposed to
changes in the statutes, but that the discussion

requires more oversight and scrutiny. Mr.
Cassady said he understands what the Senator
is talking about. The KBA’ interest in starting
to think about safe alternatives. Mr. Cassady
suggested that bank ratings, given as a result of
regulatory examinations, could be used as a way
to manage collateralization requirements for
public deposits. There is an array of other avenues
other than matching cash for cash because this
hurts the bank’ ability to serve the community.

Senator Thomas said he was inclined to
agree with Senator McDaniel in needing to
proceed with great caution. He discussed the
collapse of Wachovia Bank, which he said
was very prominent. Senator Thomas said it is
incumbent that legislators keep in mind that
people rely on banks to keep their family assets.
No bank is immune in an economic downturn.
Mr. Cassady said there has never been a depositor
in Kentucky that lost their deposits, that he does
not think anyone in Wachovia lost money, and
that depositors are probably the safest people
within that kind of structure.

Referring to ~ Commissioner  Vices
comments, Representative Meredith said that
Kentucky banks are strongly capitalized and that
capital is what matters because it offsets bank
failure risk. He stated that at times, 100 percent
collateralization does cost a bank more than what
the bank can make off the deposit. Another thing
is that if local banks have to send depositors to
another bank because the deposit is too much of
a burden, then that depositor is potentially going
to a bigger bank headquartered in a bigger place.
Representative Meredith said that in most rural
communities, one of the largest tax payers is the
local bank. Every time a city or county invests in
a community bank, he said the bank is paying
them back taxes on the money. He said there are
a lot of factors to keep in mind as the legislature
works through the issues to see if some relief can
be given to banks.

Senator Carpenter said there is alot involved
in the banking industry and regulations have
become very complicated. The number of small
banks is decreasing because it is harder for them
to survive in the marketplace. He said that small
banks are the backbone of communities and that
they understand local people.

There being no further business, the meeting
adjourned at 11:18 AM.

INTERIM JOINT COMMITTEE ON
ECONOMIC DEVELOPMENT AND

WORKFORCE INVESTMENT
Minutes of the 4th Meeting

of the 2019 Interim

September 12, 2019

Call to Order and Roll Call

The 4th meeting of the Interim Joint
Committee on Economic Development and
Workforce Investment was held on Thursday,
September 12, 2019, at 1:00 PM, in Room 154
of the Capitol Annex. Representative Russell
Webber, Chair, called the meeting to order, and
the secretary called the roll.

Present were:

Members: Senator Danny Carroll, Co-
Chair; Representative Russell Webber, Co-Chair;
Senators Perry B. Clark, Ernie Harris, Reginald
Thomas, and Max Wise; Representatives Lynn
Bechler, John Blanton, Adam Bowling, R. Travis
Brenda, McKenzie Cantrell, Daniel Elliott, Chris
Freeland, Al Gentry, Kathy Hinkle, Thomas Huft,
Nima Kulkarni, Jason Petrie, Ashley Tackett
Laferty, and Buddy Wheatley.

Guests: Representative Jason Nemes;
Representative McKenzie Cantrell; Josh Sweeny,
Representative of Communications Workers of
America; Jason Devaldivielso, Representative
of Communications Workers of America;
Adam Watson, Government Affairs Chair,
Kentucky Guild of Brewers; Kate Russell, Owner,
Hopkinsville Brewing Company; Kate Shanks,
Vice President of Policy Development, Kentucky
Chamber of Commerce; Paige Mankovich,
Chief of Staff, Aetna Better Health of Kentucky;
and Jennifer Hancock, President and CEO,
Volunteers of America Mid-States.

LRC Staff: Andrew Manno, Chip Smith,
Candice Messer, and Sasche Allen.

Approval of Minutes

A motion to approve the minutes of the
August 22, 2019 meeting was made by

Representative John Blanton, seconded by
Representative Chris Freeland, and approved by
voice vote.

Call Center Relocations

The primary sponsor of legislation prefiled
forthe2020 Regular Session, Representative Jason
Nemes, along with Representative McKenzie
Cantrell, Josh Sweeny, and Jason DeValdivielso,
spoke about why the legislation will help to
protect state taxpayers and jobs. The bill would
create a new section of KRS Chapter 337 to
require an employer that intends to relocate a
Kentucky call center or some of its units in certain
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situations from Kentucky to a foreign country to
notify the Secretary of the Labor Cabinet at least
120 days prior to such relocation. It would also
require the Labor Cabinet Secretary to compile
a list of employers that have relocated a call
center to a foreign country in six months after
the enactment of the bill and every six months
following. KRS 337.990 would be amended to
create a civil penalty of not more than $1,000 for
each violation. Only those call centers with more
than 50 full time employees would be required
to comply

Responding to a question from Co-Chair
Danny Carroll, Representative Jason Nemes
said if a call center has over 50 employees and
takes over 30 percent of the company’s positions
to a foreign country, then the call center would
lose future economic incentives but not existing
benefits. He further explained that if a call
center company has multiple locations, then all
locations would be used to calculate the total
number of employees.

Answering a question from Representative
Buddy Wheatley, Representative McKenzie
Cantrell reiterated that a call center would only
lose future economic incentives and not current
benefits it may be receiving.

Replying to Senator Ernie Harris,
Representative McKenzie Cantrell stated that
there has been a similar bill filed in Congress
that would bar the company from doing work
with the federal government but that stipulation
is not included in the proposed legislation.
Representative Jason Nemes referred Senator
Harris to Section 4(a) of the bill that says a
company “shall not be eligible for any direct or
indirect state grants, state-guaranteed loans, or
state tax benefit for five (5) years after the date
the list is published.”

Addressing Representative R. Travis Brenda,
Representative McKenzie Cantrell restated that
similar bills have been filed in other states and
that Kentucky, much like surrounding states,
needs to hold companies accountable when it
comes to incentive funds.

Responding to Representative John Blanton,
Representative Jason Nemes said that no existing
benefits that were approved before being placed
on the Secretary of the Labor Cabinet’s list would
be effected. The five years of ineligibility would
start after the company is placed on the list.

Answering Co-Chair Danny Carroll, Jason
Devaldivielso said there is trend of call center
jobs and companies moving to a foreign country.
One of the main reasons is to be able to pay

lower wages. Representative McKenzie Cantrell
explained that this bill is a good business model
to follow in general across the state and could be
applied across other industries, but call centers
were addressed first because companies moving
overseas is the most prevalent in that industry.

Replying to a question from Representative
Bechler, Representative McKenzie Cantrell said
that whether a company could be defined as
a call center would depend on the company’s
corporate structure.

Addressing a question from Representative
Chris Freeland, Representative Jason Nemes said
the legislation would not apply to a company
that was downsizing unless it had more than 50
full time employees and was moving more than
30 percent of its total number of employees to a
foreign country.

Responding to Representative ~Adam
Bowling, Representative Jason Nemes referred to
Section 5 of the bill that states “The head of each
state agency shall ensure that all state-business-
related call center and customer service work is
performed by state contractors or other agents
or subcontractors entirely within Kentucky. State
contractors who perform such work outside
Kentucky shall have two (2) years following the
effective date of this Act to comply with this
subsection”.

Answering a question from Senator
Reginald Thomas, Representative Jason Nemes
explained the difference between Sections 4
and 5 of the bill. Section 4 refers to private
sector employers that would be ineligible for
five years if the company’s name was put on the
Secretary’s list. Section 5 refers to state agencies
being required to use state contractors or other
subcontractors within Kentucky and having a
two year grace period to comply.

Replying to a follow up question from
Representative Lynn Bechler, Representative
Jason Nemes confirmed that if a large company
with 10,000 employees had a call center with 50
employees which then moved that call center
overseas, then the company would be ineligible
for state incentives for five years.

Addressing Representative Jason Petrie,
Representative McKenzie Cantrell said that
statistics are being gathered regarding call center
jobs and Representative Jason Nemes stated be
was unaware of this type of legislation being
applied to any other industries. Representative
McKenzie Cantrell mentioned legislation that
has been filed during previous sessions that
addressed accountability and transparency of

economic incentive programs. Representative
Petrie suggested that certain stipulations may
be needed to be incorporated in contracts
before changes such as these reach legislative
action. Replying to an additional question,
Representative Nemes said it would be possible
for a company to decrease its number of
employees below 50 prior to a relocation and
still be eligible for benefits. Answering another
question, Representative Nemes said the fine
would be $1,000 per day for up to 120 days, and
Representative Petrie said he was unsure if that
amount was appropriate.

Responding to Representative Daniel Elliott,
Representative Jason Nemes said that when the
bill went into effect, state contracted companies
that may have call centers out of state would have
two years from that date to move those jobs into

Kentucky.
Answering a question from Representative
Nima Kulkarni, Representative McKenzie

Cantrell said although it is not specifically stated,
she would think the first initially notification
would be in written form, but hopefully there
would eventually be a face to face meeting for
the Labor Cabinet to discuss why the company
would want to remove jobs from the state.

Craft Beer Industry Update

Independent craft brewers contributed
over $76.2 billion to the U.S. economy in 2018
and currently support more than 500,000 jobs.
Craft beer sales account for 24 percent of the
nation’s $114.2 billion beer market, and the
U.S. Department of Labor ranks the craft beer
industry’s wages among the highest of the 350
industries surveyed. Although, Kentucky craft
breweries led the nation in 2018 for growth,
the state still ranks forty-first in number of
breweries. The Commonwealth has 69 active
licensed craft breweries, 11 known new brewery
locations currently in the planning stages, and
30 existing breweries with confirmed expansion
activity. Kate Russell, the owner of Hopkinsville
Brewing Company which opened in 2016, spoke
about her experience as a brewer. She said that
her goal is for her brewery to be a downtown
anchor to attract people to the area and hopes
to increase sales and hire more employees with
a recent purchase of a neighboring property
with plans to expand. In 2018, state craft beer
had a $657 million economic impact, and
there has been an economic impact of $765
million thus far in 2019. Craft beer from the
Commonwealth’s breweries is now being sold to
more than 45 states and over 25 countries. The
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industry has created 133 new jobs in the state in
2019 and currently employs over 1,000 people.
Microbreweries have increased their workforce
in 2019 of more than 15 percent and are offering
tourism amenities such as tap rooms, food, and
roof top experiences.

Tax data shows that Kentucky is the sixth
most highly taxed in the nation in terms of beer.
In-state microbreweries are required to pay
federal, state, and local taxes, as well as excise,
wholesale, and sales taxes on all products. After
upfront investments for facility and brewing
equipment, taxes are a significant portion of the
ongoing operating expenses. Microbreweries are
concerned with several key issues both nationally
and statewide, including transparency; brewery
and producer direct to consumer sales; franchise
reform; excise tax and tax reform; tariffs and
trade; responsible consumption; preservation
of existing privileges; independent distribution
systems; access to materials; water quality; and
the modernization of the state’s alcohol laws.
Legislation that would address the needs of
the craft beer industry would include fixes to
statutory inequities; process simplification;
barrier reduction; promotion of healthy
competition; alignment with modern processes
and tax policies; and codification of direct to
consumer e-commerce. Mr. Watson highlighted
an issue that brewers have been facing with the
Department of Revenue regarding sales and use
tax on manufacturing equipment.

Replying to Senator Reginald Thomas,
Mr. Watson said that ecommerce is a growing
priority for the craft beer industry. The Kentucky
Guild of Brewers is a part of a work group that
includes the beer, wine, and spirits industries and
produces, distributors, retailers, and third party
transporters. The ecommerce market is growing
across the U.S. and other states have capitalized
on direct to consumer sales. Ms. Russell said that
her smaller brewery does not face as many issues
with ecommerce sales but understands the great
opportunity it could crate for larger breweries.

Answering a question from Senator Max
Wise, Mr. Watson said that the ecommerce
legislation would have to address shipping to
and from the Commonwealth. Other states
are finding ways to work together and form
reciprocal agreements.

Responding to Co-Chair Danny Carroll,
Mr. Watson explained the state is long way from
becoming saturated with breweries and there
is room for opportunities and growth within
the industry. Answering another question,

Mr. Watson said that sales with his brewery,
Against the Grain, have to happen through the
distributor, but there are also in-house sales staft
that facilitate and promote the brand.

The Opioid Response Program for
Business

The opioid epidemic has a major impact
on the business community and mainly through
workforce participation. The commonwealth
ranks forty-seventh in the nation in workforce
participation. The Chamber has put together
a response program to become a resource to
business to deal with the issues and facilitate a
link between employers and employees who
are recovering from drug addiction that are
reentering the workforce. The Opioid Response
Program includes public and private partners.
Chamber members have also formed the Opioid
Task Force.

Jennifer Hancock, the President and CEO
of Volunteers of America Mid-States, gave
her perspective and discussed some opioid
related statistics. There were 1,565 deaths in the
Commonwealth in 2017 due to drug overdose
compared to 782 deaths related to traffic
accidents and 263 murders. Kentucky has the
fourth highest rate of overdoses in the nation.
Workers’ compensation programs account for 18
percent of opioid prescriptions and 68 percent
of injured workers’ receive opioids. Workers
who abuse opioids miss an estimated 29 days of
work per year which contributes to the decline in
workforce participation rates. People who abuse
pain medication have the lowest workforce
participation rate compared to people who
misuse other types of drugs, and half of all men
age 24 to 54 who are not in the labor force take
medication on a daily basis. Opioid prescriptions
could account for approximately 20 percent of
the decline in the male workforce participation,
compared to 25 percent of females. An important
statistic for employers to note is that 75 percent of
adults ages 18 to 64 with substance use disorders
are active in the workforce.

Volunteers of America provides care
and support for those working to overcome
substance use disorder. Its programs are tailored
for individuals who are pregnant and parenting,
veterans, men exiting the criminal justice
system, and for populations who have been out
of the workforce due to addiction. Volunteers of
America provides treatment for substance abuse
as well as assisting with living arrangements and
employment opportunities. The organization
works with employers that are willing to work

with individuals who have previously had
substance abuse issue. Ms. Hancock highlighted
one program called Freedom House that is a two
generation solution that treats both mothers and
babies.

Paige Mankovich, the Chief of Staff of Aetna
Better Health of Kentucky, spoke briefly about
what the Chambers’ partners are trying to do
to play a role in finding solutions to the opioid
epidemic. The Opioid Task Force has been
analyzing the state’s workforce participation
rate and working with employers that want to
become second chance employers for those
who are recovering from opioid addiction. The
Opioid Response Program recently hired two
employment specialists, one Human Resource
Specialist and another individual who is in
recovery. Additionally, the Program has aligned
with the Talent Pipeline Management Network
and hosting employer technical assistance clinics
across the state. Ultimately the Opioid Response
Program is to meet with employers to assess
their needs and connect them with treatment
providers in an effort to help those who are
recovery reenter the workforce.

Replying to a question from Senator
Reginald Thomas, Ms. Shanks agreed that
education investment will aid in improving
workforce participation rates and noted the
Chambers’ Business Education Round Table
Report that brought together those from the
education and business community. Answering
another question, the Chamber is not opposed to
raising wages in the Commonwealth, but there
are issues that may arise with mandated increases
above the federal minimum wage.

Answering a question from Representative
Chris Freeland, Ms. Shanks said she is not aware
of any tax incentives offered to employers that
may be second chance employers or employers
that participate in programs like the Opioid
Response Program. The incentive to participate
should be a willingness to help with the opioid
epidemicand to increase workforce participation.
There may be some policy implications that may
have to be considered in the future.

Responding to Representative Nima
Kulkarni, Ms. Hancock said that the increase
in opioid related deaths can be correlated with
the availability of prescription medications. She
has observed that individuals who are addicted
to other drugs and receive natural consequences
can more easily stop the drug use versus an
opioid addict because opioids are so physically
addictive.
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After  Representative ~ Lynn  Bechler
questioned some of the statistical information
regarding the types of drugs that are causing
the increase in drug overdoses, Ms. Hancock
explained that in a lot of cases prescription drug
use leads to illicit drug use and the context in
which the statistics were being discussed was
mainly focused on the workforce and those
individuals available to work.

Addressing a question from Representative
Jason Petrie pertaining to the Chambers’ Opioid
in Kentucky Abuse Report, Ms. Shanks stated
that the main focus when reclassifying drug
possession as a misdemeanor is to emphasize
resources being prioritized towards treatment.

Representative Ashley Tackett Laferty spoke
about the opioid epidemic in her district and
recently speaking at a function that addressed
opioid abuse and how employers can bring people
back to the workforce. Ms. Shanks said she would
connect Representative Tackett Laferty with the
Chambers’ employment specialists to help link
employers with individuals trying to reenter the
workforce in her district.

Representative ~ John  Blanton  made
comments concerning individuals who accept
plea deals for drug possession when the original
charge was drug trafficking which may create
some misleading statistics. He also cautioned
about reclassifying drug possession as a
misdemeanor.

Co-Chair Russell Webber announced that
the next meeting of the Interim Joint Committee
on Economic Development and Workforce
Investment would be October 3, 2019 at 1:00
p.m. in the Capitol Annex.

There being no further business, the meeting
adjourned at 2:46 p.m.

INTERIM JOINT COMMITTEE ON

LOCAL GOVERNMENT
Minutes of the 4th Meeting

of the 2019 Interim

September 12, 2019

Call to Order and Roll Call

The fourth meeting of the Interim Joint
Committee on Local Government was held on
Thursday, September 12, 2019, at 8:00 AM, in
Room 171 of the Capitol Annex. Representative
Michael Meredith, Chair, called the meeting to
order, and the secretary called the roll.

Present were:

Members: Representative Michael
Meredith, Co-Chair; Senators Denise Harper
Angel, Christian McDaniel, Morgan McGarvey,

Robby Mills, Albert Robinson, Damon Thayer,
and Johnny Ray Turner; Representatives
Danny Bentley, Jeffery Donohue, Larry Elkins,
Deanna Frazier, Joe Graviss, Cluster Howard,
Regina Huff, Kim King, Jerry T. Miller, Rob
Rothenburger, and John Sims Jr.

Guests:  Secretary John Tilley, Kirstie
Willard, Deputy Commissioner Hilarye Dailey,
and Cyndi Heddleston, Justice and Public Safety
Cabinet; Christian County Jailer Brad Boyd, and
Oldham County Jailer Mike Simpson, Kentucky
Jailer’s Association; Campbell County Judge/
Executive Steve Pendery; Shellie Hampton,
Kentucky Association of Counties; Prentice
Harvey, Government Strategies, LLC; and
Ron Wolf, Associated General Contractors of
Kentucky.

LRC Staff: Mark Mitchell, John Ryan, Joe
Pinczewski-Lee, and Cheryl Walters.

Approval of Minutes

Upon the motion of Representative Sims,
seconded by Senator Mills, the minutes from the
August 22, 2019 meeting were approved.

Discussion of State and Local Fiscal
Impact of Housing State Prisoners in Jails

Secretary John Tilley stated that the true
crisis of the state is over-incarceration. The state
and counties are trying to work together on this
issue. State law passed in the 1990’s requires the
state to place Class D inmates in county jails.
This represents about 12,000 inmates and is just
under half the overall state inmate population.
Kentucky is tenth in the nation in prison
population.

In 1970, the state incarcerated around 3,000
people at a cost of five million dollars. Today
the state incarcerates 24,000 persons and will
spend 650 million dollars in correction costs.
Kentucky is lucky as a state that something has
not occurred relative to the prisons and jails
which has not drawn national headlines.

Jails have limited resources. Only 21 jails of
the 76 have substance abuse programs. The state
pays an extra nine dollars for housing inmates in
those jails. Around 50 jails have one-off classes,
such as a weekly parenting class. This is less than
what is provided to state inmates in prisons.

Jails were not built for long stays but for
pretrial stays. In 2016, there were 37,000 pretrial
inmates that were housed for 109 days at a
cost of 100 million dollars. Kentucky’s pretrial
incarceration rate is too high, despite Kentucky
having the gold standard in pretrial services.
The issue of pretrial stays can be solved with
common sense bail reform. The question for

pretrial incarceration should be whether or not
the accused is dangerous or a flight risk. It should
not be based on whether or not the individual
can pay the bail.

Overcrowding in jails is an issue. Although
programs within the jails do help, the lack of
space makes it difficult to implement. Recidivism
rates in Kentucky’s state prisons are lower than
that of jails because of programming. Kentucky’s
reentry program is nationally recognized.

Performance-based jail funding would be
helpful, but it is unfeasible at the present time.
Per diems have not been increased in 11 years.
The cabinet would advocate for an increase,
but would also advocate for the incentivation
of better practices to go along with an increase
in the per diem to a particular jail. The issue of
modernizing the monetary degree associated
with felony level convictions, which is presently
500 dollars should also be examined. Thirty-
eight states have increased their felony threshold
levels: Texas is at 2,500 dollars and Georgia and
South Carolina have set theirs at 2,000 dollars.
The cabinet is willing to work with counties to
develop a cost sharing model to avoid shifting the
costs entirely to jails were the felony conviction
monetary levels changed upward.

Kentucky needs to address its rising female
incarceration rates. It is second in the country
in per capita female incarceration. Kentucky has
more women in prison than in the entire state
of New York. The female incarceration growth
rate is five times that of the male incarceration
growth rate. Over 80 percent of the state female
incarcerees are serving their time in county jails
with little or no programming services.

In response to a question from
Representative Meredith, Secretary Tilley replied
that the rankings in the country for the male and
female incarceration growth rate is per capita.

Senator McDaniel commented that the
number one issue in Kentucky is a fully funded
pension system. Most of the general public is not
concerned with the overcrowding of prisoners.
It is important, but not the main concern of the
committee. There is a lack of uniformity and
quality in jails. There needs to be a coherent and
affordable plan.

Representative Meredith commented that
the over-crowding of prisoners is an issue for
three committees: Appropriations and Revenue,
Judiciary, and Local Government Committees.

Secretary Tilley agreed with Senator
McDaniel regarding the pension issue. He also
agreed that jails are not uniform, and the only
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options the cabinet has when conditions warrant,
is to remove state prisoners, which they have
done, or shut jails down completely which then
requires finding places for that jail’s prisoners.

In response to a question from
Representative Frazier, Secretary Tilley said that
it is mandated to place state inmates in county
jails and that taking on state prisoners with the
idea that the per diem may help them with other
costs may not work out. Ms. Kirstie Willard,
Director of Local Facilities with the Justice and
Public Safety Cabinet said that unfortunately,
the overwhelming majority of Madison County’s
inmates are county inmates. The cabinet has no
authority to require another county to take them
inmates from another county.

In response to a question from Senator
Thayer, Secretary Tilley replied that the drug
epidemic issue, especially opioids, is the main
reason for the marked increase in female
incarceration.

In response to another question from
Senator Thayer, Secretary Tilley stated that
Kentucky’s trafficking laws are as tough as
those in any other state that comes to mind, but
studies do not support the thought that tougher
trafficking laws eliminate drug abuse.

Inresponsetoaquestionfrom Representative
Miller, Secretary Tilley replied that there has
been overwhelming support for common sense
bail reform. People just need to look at the 2016
figures which included 37,000 low-to-moderate
risk offenders who served an average number of
109 days in jail, to see what the impact would be
if common sense bail reform was instituted. That
amounts to 120 million dollars and represents a
significant amount of bed days, also.

Inresponsetoaquestionfrom Representative
Rothenburger, Secretary Tilley said that the issue
of inmates losing their Medicaid benefits while
awaiting trial stems from the federal government
and is a huge issue for the cabinet. Representative
Rothenburger asked Secretary Tilley to get back
with him on the specifics of the Medicaid issue.

Representative Rothenburger commented
that “citing and releasing” is not working out
because people are failing to appear and follow
court orders, causing the issuance of a warrant.
Secretary Tilley said in Utah, misdemeanors were
reduced to violations, as well as in Kentucky. In
Kentucky’s case, the failure to appear rate did not
change.

In response to a question from
Representative Meredith, Secretary Tilley said
all 76 full service jails in Kentucky house state

inmates.

In response to another question from
Representative Meredith, Ms. Willard said all 76
jails are over populated.

Representative Meredith said that the
counties are subsidizing the state in regards to
housing prisoners.

Senator McDaniel requested Secretary
Tilley to estimate what it would cost to remove
the state prisoners from county jails and house
them in state facilities on an initial and ongoing
basis.

Discussion of Issues relating to the
Incarceration of Prisoners in Jails

Christian County Jailer and President of the
Kentucky Jails Association (KJA) Brad Boyd, told
the Committee that Kentucky has 76 full service
jails, four regional jails, four life safety jails, and
40 jails that have been closed. Kentucky’s jails
house county inmates, state inmates, and federal
inmates and ICE detainees.

In regard to county jail populations, jailers
do not arrest, set bail or bond, prosecute,
sentence, or classify the inmates located in
the facilities. Jailers are charged with housing
and caring for inmates’ health. Many jails offer
programming to inmates with little additional
funding from the state. The jail population is
often in very poor health, suffering from drug
addiction, mental illness, dental decay, need for
dialysis, heart conditions, and other conditions.
The state’s classification system dictates which
inmates can be housed in what facilities.

Regarding county jail budgets, funding
comes from state appropriations which includes
the jail bed allotment, daily per diem, Local
Corrections Assistance Fund, county general
fund dollars; and restricted funds which would
be, for example, the commissary. While county
jails have continuously been asked to do more
with less, county jails want to continue working
with the state to keep Kentucky safe and institute
smart programs to reduce recidivism.

Solutions include raising the county jail per
diem and comprehensive penal code reform.
County inmate populations, including pre-
trial and sentence misdemeanants should be
considered in any reforms moving forward. Bail
reform is something the association has been
supportive of in the past. Raising the threshold
for felonies is something the association would
be happy to discuss, but it is not known if that
is the solution. Expansion of substance abuse
programs within jails is desirable, but the
policy of segregation of those inmates from

the other jail population is problematic for
some jails space-wise. For years, the KJA has
tully supported uniform training for all deputy
jailers. The KJA plans to work with members
of the legislature to ensure such training, but
funding is an issue. If any jail officers or staft
are engaging in inappropriate behaviors, the
KJA does not condone that behavior. In fact,
the KJA’s leadership went as far as to request the
resignation of a particular jailer before news of
inappropriate behavior was reported.

Oldham County Jailer and Vice President
of the KJA Mike Simpson told the Committee
that even though 40 county jails have closed, it
does not mean that counties are out of the jail
business. Oldham County’s contractual per
diem with other counties to house their inmates
exceeds the state’s per diem rate. Televisions
might be able to assist with allowing inmates to
participate in drug rehabilitation programs.

Senator Thayer commented that beyond
inmates receiving a bed, meals, and not being
mistreated, the public is ambivalent at best
regarding inmates. Jailer Simpson agreed, but
the public needs to be educated so they will care
since they are directly affected.

Jailer Boyd stated that he did not agree with
“cite and release” for a person caught with heroin
or cocaine, and that it was not the answer for
drug addiction—at least not without treatment.

In response to a question from
Representative Meredith, Jailer Boyd replied
that Christian County outsources with Trigg
County. In response to another question from
Representative Meredith, Jailer Boyd said the
lowest cost per day to house other county’s
inmates with them is $25 per day, with the
highest being $35 per day. Trigg County does
not pay what it actually costs Christian County
to house them.

Senator McGarvey commented that people
do not know the difference between jails and
prisons. While awaiting trial, it is estimated that
in Kentucky 20 percent of prisoners are in jail,
because they cannot afford bail to be released
before their trial. Jailer Simpson agreed and said
that methods to instill hope are needed.

Inresponsetoaquestionfrom Representative
Rothenburger, Jailer Simpson said county jails
are not mandated to have medication programs
for prisoners with drug addictions. Jailer Boyd
said that Kenton County operates a program and
that Christian County ensures that prisoners on
a medication program receive their medication.

Senator McDaniel commented that jail is
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the place that saves people’s lives. Inmates receive
medical and dental care, and are eating better
than before they went in.

Senator Thayer stated that it was time to
have a serious discussion about bail reform.

Discussion of Costs Associated with the
Incarceration of Prisoners in Jails

Campbell County Judge/Executive Steve
Pendery agreed that the public does not care
about inmates and should be more engaged. One
way to get the public’s attention is to educate
them on how much of their tax money is used
to pay for the incarceration of inmates. Jails are
the biggest business for Campbell County—
half of the county’s employees work for the jail.
Counties spend the most money on jails.

From an economic standpoint, the
taxpayers save nothing if the state cuts a cost
only to pass it on to counties. If this practice
results in inefficiency, then the taxpayers actually
pay more.

The per diem is $31.34 per state inmate,
per day, but it actually costs Campbell County
$50 per inmate, per day. That per diem paid to
counties is roughly half what it costs the state to
house a prisoner per day.

Just under two dollars per day is allowed for
medical costs for each state prisoner. Campbell
County has applied to get money from the state’s
catastrophic medical fund to be reimbursed for
medical expenditures but cannot collect from it.
The entire state’s catastrophic medical fund could
be absorbed by Campbell County’s costs alone.

Counties should be able to take a sick
prisoner across the state line, which is a mile
away in the case of Campbell County, for medical
treatment, rather than paying for costs to take
them to Louisville or elsewhere. Counties should
also be allowed to receive prisoners from other
states to reduce costs.

In response to a question from
Representative Meredith, Judge Pendery stated
that Campbell County’s jail costs are higher than
the current pension contribution. In response to
another question from Representative Meredith,
Judge Pendery agreed that pension and jail costs
are county’s most expensive services.

In response to other questions from
Representative Meredith, Jailer Simpson said that
while per diems from the federal government
vary, his jail receives 57 dollars a day to house
prisoners and that medical and transportation
costs are covered by the federal government. Ms.
Willard said that there is one private prison still
in operation, and she would get the figure for the

per diem it receives for the chairman.

Representative ~ Frazier noted county
limitations in raising general fund dollars to
offset jail costs.

The next meeting of the Committee will be
held October 3, 2019. There being no further
business, the meeting was adjourned at 10:10
a.m.

INTERIM JOINT COMMITTEE ON

APPROPRIATIONSANDREVENUE
Minutes of the 4th Meeting

of the 2019 Interim

September 10, 2019

Call to Order and Roll Call

The 4th meeting of the Interim Joint
Committee on Appropriations and Revenue was
held on Tuesday, September 10, 2019, at 1:00
PM, in Room 149 of the Capitol Annex. Senator
Christian McDaniel, Chair, called the meeting to
order, and the secretary called the roll.

Present were:

Members: Senator Christian McDaniel, Co-
Chair; Representative Steven Rudy, Co-Chair;
Senators Matt Castlen, Rick Girdler, David P.
Givens, Alice Forgy Kerr, Morgan McGarvey,
Stephen Meredith, Gerald A. Neal, Dennis Parrett,
Dan “Malano” Seum, Robin L. Webb, Stephen
West, and Phillip Wheeler; Representatives Lynn
Bechler, Danny Bentley, Joseph M. Fischer, Kelly
Flood, David Hale, Mark Hart, Angie Hatton,
Jason Nemes, Ruth Ann Palumbo, Phillip Pratt,
Melinda Gibbons Prunty, Brandon Reed, Steve
Riley, Sal Santoro, Wilson Stone, James Tipton,
and Susan Westrom.

Guests: Robin Fields Kinney, Associate
Commissioner, Office of Finance and
Operations; Donna Duncan, Director, Division
of District Support Services, Office of Finance
and Operations; Steve Bechtel, Chief Financial
Officer, Kentucky Department for Medicaid
Services; Lee Guice, Director, Policy and
Operations, Kentucky Department for Medicaid
Services; Amy Barnes, Executive Director, Office
of Federal and State Grants, Department for
Local Government (DLG); and Laura Redmon,
Budget Analyst, Office of Federal and State
Grants, DLG

LRC Staff: Jennifer Hays, Cynthia Brown,
Morgan King, and Chase O’Dell

Approval of Minutes

A motion was made, and seconded, to
approve the minutes of the August 20, 2019
meeting. The minutes were approved by voice
vote.

Kentucky Facilities Inventory and
Classification System (KFICS) Project

Robin Fields Kinney, Associate
Commissioner, Office of Finance and Operations;
and Donna Duncan, Director, Division of
District Support Services, Office of Finance and
Operations, discussed the Kentucky Facilities
Inventory and Classification System (KFICS)
project.

Robin Kinney testified that the statutory
authority to do an inventory of school buildings
on their condition and quality is found in KRS
157.420. KFICS is the new iteration of the
‘Parsons’ report that was done in 2011. The
Parsons report focused on the worst, to the best,
school buildings in Kentucky. Funding was not
continued for the report. In 2016, the General
Assembly appropriated additional funds to
implement KFICS. Part of the goal is to build a
sustainable assessment process of the physical
condition of school buildings using industry
standard methodology.

The Kentucky Department of Education
(KDE) is required to submit a KFICS report to
the Legislative Research Commission (LRC) by
October of every odd-numbered year.

Donna Duncan testified that 169 school
districts participated in the condition assessment
of one school building per district during phase
one of KFICS. Six school districts did not
participate, five of which were independent
districts. The improvements made to KFICS since
phase one in 2017 were reviewed by Ms. Duncan.
There are now four components that are a part of
the conditions report. KDE has communicated
to school districts regarding KFICS.

Ms. Duncan said that the facilities
construction process is set out by statute, and
implemented through regulation. The regulation
establishes the process that districts use. KDE
has made enhancements to the processes to
improve efficiency and transparency. In 2017,
KDE converted over to an automated workflow
system known as the Facilities Planning and
Construction (FACPAC) system. Beginning in
2018, KDE formalized a tier process for projects.
Tier one projects are major renovations or new
schools. Tier four projects are usually small
athletic projects. The majority of projects are tier
three and four.

The construction process includes KDE,
school districts, boards of education, design
professionals, construction vendors, and more.
Ms. Duncan reviewed the pre-construction and
construction processes.
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Ms. Duncan testified that one of the biggest
challenges faced by the District Facilities Branch
is staffing. The staff consists of one branch
manager, four staff architects, and one analyst.
There are 1,492 active projects being managed. In
Fiscal Year (FY) 2018-2019, 115 school districts
initiated 331 projects, with an estimated cost
of over $622 million. The projects included 14
new buildings, 51 major renovations, and more.
The impact of the new initiatives in 2019 Senate
Bill 1 is also a challenge to the District Facilities
Branch. Another challenge is the implementation
of KFICS.

In response to a question from Senator
McDaniel, Ms. Duncan stated that there are now
more buildings per school district than just the
original ones entered into KFICS during phase
one.

In response to a question from Senator
Givens, Ms. Duncan said that her branch is
concerned with building safety.

Inresponsetoaquestionfrom Representative
Bechler, Ms. Duncan testified that KDE allowed
each school district to choose which building
would be evaluated in phase one, although KDE
encouraged the districts to choose the worst
building in the district. The intent after the
first report is to see the full inventory of school
districts. Ms. Kinney testified that the goal is for
all 1,200 school facilities to be in KFICS.

In response to a question from Senator
Castlen, Ms. Duncan stated that the district
facilities branch must give approval for property
acquisitions.

In response to a question from
Representative Rudy, Ms. Kinney stated that the
Office of Finance and Operations would not be
preparing a final dollar amount for 2019 Senate
Bill 1, but that the office would be happy to help
with questions related to it.

In response to another question from
Senator McDaniel, Ms. Kinney stated that the
deadline for school district input was June 30,
2019. However, districts will still be able to
submit information.

Medicaid Funding

Steve Bechtel, Chief Financial Officer,
Kentucky Department for Medicaid Services;
and Lee Guice, Director, Policy and Operations,
Kentucky Department for Medicaid Services,
discussed Medicaid funding.

Steve Bechtel testified that in 1986, the first
managed care program, the Kentucky Patient
Access and Care (KenPAC) Program, a primary
care case management program, was introduced.

The program enrolled low income adults and
children on a mandatory basis. KenPAC covered
acute primary and specialty care coordinated
by providers. In 1997, the Kentucky Health
Partnership, a comprehensive risk-based
managed care program was implemented. In
2011, the KenPAC program was terminated and
Medicaid received approval to expand managed
care statewide to cover beneficiaries in regions
not served by the Kentucky Health Partnership.
In 2013, the state began awarding contracts to
additional Managed Care Organizations (MCOs)
to manage care for beneficiaries in the regions
served by the Kentucky Health Partnership. In
2014, Kentucky expanded Medicaid Managed
Care to the expansion population through an
Alternative Benefit Plan (ABP).

Mr. Bechtel stated that the actual managed
care expenditures for FY 2019 added up to a little
over $7.4 billion, totaling 71.5 percent of total
Medicaid spending for Kentucky. The other 28.5
percent of expenditures are for the 10 percent of
the Medicaid population known as the fee-for-
service (FFS) population. This population is the
more vulnerable and expensive population.

Mr. Bechtel testified that the federal
matching rate changes every October for the
traditional Medicaid population. The federal
funding rate for traditional Medicaid is usually
around 70 percent. The Affordable Care Act
(ACA) expansion population is currently 93
percent funded by federal dollars. The Children’s
Health Insurance Program (CHIP) population
is normally 80 percent federally funded. Mr.
Bechtel gave a brief history of CHIP. Kentucky’s
Childrens Health Insurance Program is referred
to as (KCHIP).

In response to a question from Senator
McDaniel, Mr. Bechtel testified that the difference
in allocations needed for the ACA expansion
population between this year and next year will
be approximately an additional $45 million. In
response to another question, Mr. Bechtel stated
that approximately 40 to 50 million dollars from
the general fund will need to go into KCHIP for
each year of the next biennium.

In response to a question from Senator
Meredith, Mr. Bechtel testified that the $15
million needed from the general fund for KCHIP
in FY 2020 was determined by considering
projections. The $15 million has been provided
through the enacted budget.

In response to a question from Senator
Givens, Mr. Bechtel stated that the Medicaid
eligible population was on a downward trend

from March of 2018 to January of 2019. It has
since stabilized. In response to another question,
Mr. Bechtel testified that if there were a recession,
enrollment would be expected to increase. In
response to further questioning, Mr. Bechtel said
that the Medicaid eligible population is lower
than in recent history. Most of the flux in eligible
Medicaid population is within the expansion
population.

Inresponsetoaquestionfrom Representative
Gibbons Prunty, Mr. Bechtel testified that the
1115 waiver is not a part of forecasts.

Coal and Mineral Severance Tax Programs

Amy Barnes, Executive Director, Office of
Federal and State Grants, Department for Local
Government (DLG); and Laura Redmon, Budget
Analyst, Office of Federal and State Grants, DLG,
discussed the Coal and Mineral Severance Tax
Programs.

Amy Barnes testified that coal and mineral
severance tax funds are distributed on a quarterly
basis through two programs. The programs are
the Local Government Economic Assistance
Fund (LGEAF) and the Local Government
Economic Development Fund (LGEDF).

Ms. Barnes stated that 50 percent of gross
mineral severance tax revenue goes to the state’s
general fund, while the other 50 percent goes to
the LGEAF. Eligible counties are producers of
non-coal minerals such as limestone, clay, oil, or
natural gas. Funds are distributed based on the
taxes collected and reported for each individual
county. 10 percent of each county’s allocation goes
to the cities within that county. The distribution
to cities is based upon population. In FY 2019,
the LGEAF mineral program allocated over $17
million to participating counties and cities. The
amount projected for FY 2020 is a little over $16
million.

Ms. Barnes said that in statute, coal
severance tax revenues are to be split evenly,
with 50 percent of revenues going to the General
Fund, and the remaining 50 percent of revenues
going to the LGEDEF. According to statute, funds
in the LGEDF program are divided into thirds.
Two thirds comprise the “single county” coal
severance program. The other third is comprised
of the “multi-county” coal severance fund.

In FY 2019, “off the top” appropriations
deducted from the gross coal severance tax
revenues totaled a little over $29 million.

Ms. Barnes testified that under Regular
Session 2018 House Bill 200, a set appropriation
goes to the LGEDF each year. In FY 2019, that
appropriation totaled a little over $15 million.
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The appropriation will total $7.5 million in
FY 2020. Per statute, of the funds transferred
from the LGEDF to the LGEAFE 60 percent are
distributed to the counties based on the taxes
collected in that county. Thirty percent of funds
are distributed based upon per capita income, ton
miles, and population. These funds together go
to producer counties. The remaining 10 percent
of LGEAF moneys are distributed to each coal-
impacted county based on geographic area, ton
miles, and per capita income.

Ms. Barnes stated that LGEAF funds
cannot be used for the general administration of
government.

The projected coal severance tax revenue for
FY 2019 totaled $77.9 million. Actual revenues
for the year were over $92.9 million, creating an
excess of $15,006,946.91. Gross coal severance
tax revenue is estimated to reach a little over $65
million in FY 2020.

Ms. Barnes testified that in FY 2019, over
$17 million in LGEDF funds were distributed to
the 33 participating counties in the single county
program. A county is a participant in the single
county program if it has coal production in any
quarter during the last four years. In FY 2020, the
distribution will drop to $13.5 million. LGEDF
funds are being expended in a variety of ways,
including in public infrastructure, water, sewer,
road improvements, and more.

In response to a question from Senator
Webb, Ms. Barnes testified that a variety of jail
expenses are being paid for with coal severance
money. In response to another question from
Senator Webb, Ms. Barnes stated that jail
expenses have been included over the past
several years.

In response to a question from Senator
McDaniel, Ms. Barnes said that the language
regarding recurring expenses from a previous
budget bill was not included in the current
budget bill. Ms. Barnes continued to say that the
intent of the statute is for funds to be spent on
industrial and economic development.

In response to a question from
Representative Gibbons Prunty, Ms. Barnes
testified that libraries are a statutorily eligible
use for LGEAF funds. In response to another
question, Ms. Barnes stated that many counties
have bought equipment to implement meals on
wheels for senior centers. She also stated that
many counties have bought exercise equipment
for senior centers.

In response to a question from Senator
West, Ms. Barnes said that the highest coal

severance revenues occurred in FY 2012, when
gross revenues were $313 million. She continued
to say that revenues are now at the lowest they
have ever been, at $65.1 million. In response to
another question, it was testified that there have
been no education projects completed using coal
severance money under 2018 Regular Session
House Bill 200.

In response to a question from Senator
Webb, Ms. Barnes testified it is not yet known
how the $15 million in excess funds were spent
by the recipient counties. The counties will report
how the money was spent in their budget reports
filed with the Office of Federal and State Grants.

In response to a question from
Representative Bentley, Ms. Barnes stated that
10 percent of each county’s allocation go to the
cities within that county, based on population.

List of Reports Received Since August,
2019

Senator McDaniel encouraged members to
review the list of reports received since August,
2019.

Adjournment

With no further business before the
committee, the meeting was adjourned at 2:27
p.m.

INTERIM JOINT COMMITTEE ON

STATE GOVERNMENT
Minutes of the 3rd Meeting
of the 2019 Interim
September 12, 2019

Call to Order and Roll Call

The third meeting of the Interim Joint
Committee on State Government was held on
Thursday, September 12, 2019, at 10:00 AM, in
Room 154 of the Capitol Annex. Representative
Jerry T. Miller, Chair, called the meeting to order,
and the secretary called the roll.

Present were:

Members: Representatives Jerry T. Miller,
Co-Chair, and Kevin D. Bratcher, Co-Chair;
Senators Ralph Alvarado, Denise Harper
Angel, Christian McDaniel, Morgan McGarvey,
Robby Mills, Albert Robinson, Dan “Malano”
Seum, Damon Thayer, and Johnny Ray Turner;
Representatives Tina Bojanowski, Tom Burch,
McKenzie Cantrell, Jeffery Donohue, Jim
DuPlessis, Larry Elkins, Joseph M. Fischer, Kelly
Flood, Derrick Graham, Joe Graviss, Richard
Heath, Scott Lewis, Mary Lou Marzian, Patti
Minter, Jason Nemes, Jason Petrie, Rick Rand,
Steve Sheldon, James Tipton, Ken Upchurch, and
Les Yates.

Guests:  Representatives John Blanton

and Lynn Bechler; Senator Danny Carroll; and
Sergeant Jason Rothermund, Fraternal Order of
Police, Bluegrass Lodge #4, Lexington, Kentucky.

LRC Staff: Alisha Miller, Karen Powell,
Daniel Carter, Kevin Devlin, Michael Callan,
Roberta Kiser, and Peggy Sciantarelli

Approval of Minutes

A motion to approve the minutes of the
August 22, 2019, meeting was adopted without
objection by voice vote.

Proposed  Legislation
Sanctuary Cities

Representative John Blanton and Senator
Danny Carroll discussed legislation they plan
to co-sponsor for the 2020 legislative session
relating to enforcement of sanctuary policies.
Jason Rothermund, Special Operations Sergeant
in the Lexington Police Department and
President of Bluegrass Lodge #4, Fraternal Order
of Police, accompanied them and testified in
support of their draft legislation. Representative
Lynn Bechler discussed BR 240, relating to
compliance with state and federal law, which he
prefiled on September 10 for the 2020 regular
session.

Representative Blanton said the draft
legislation is a work in progress. The intent is
to prevent any government entity within the
Commonwealth from declaring, enacting,
adopting, or otherwise enforcing any sanctuary
policy, whether written or oral. It seeks to enable
law enforcement officers to do their job and to
prevent local government entities from dictating
which laws can and cannot be enforced.

Senator Carroll said that safety of citizens
depends on cooperation between all law
enforcement agencies at all levels. To allow
any action within Kentucky to limit that
cooperation would be detrimental to safety, and
that is unacceptable. The Kentucky League of
Cities (KLC) and the Kentucky School Boards
Association (KSBA) have proposed changes to
the draft legislation, and he and Representative
Blanton will likely agree with most of those
changes.

KLC is proposing language to ensure that
the law will apply on a statewide basis. This
language addresses cooperation between all law
enforcement agencies—state, local, and federal.
It would allow law enforcement officers to ask
about the immigration status of a victim or
witness only when the information is pertinent
to the public offense, or for the purpose of
providing information about federal visas that
may protect persons who assist law enforcement.

Relating to
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