Local Mandate Fiscal Impact Estimate
Kentucky Legislative Research Commission
2017 Regular Session

Part I: Measure Information
Bill Request #: 1394

Bill#: HB 292

Bill Subject/Title: AN ACT relating to the distribution of fuel tax revenues.

Sponsor: Rep. Jerry T. Miller

Unit of Government:  x City x County _X_ Urban-County
Unified Local
X Charter County x Consolidated Local x Government

Office(s) Impacted:

Requirement: X  Mandatory Optional
Effect on
Powers & Duties: Modifies Existing  x Adds New Eliminates Existing

Part Il: Purpose and Mechanics

This bill changes how the motor fuels portion of the road fund is allocated between cities
and counties for the construction, reconstruction, and maintenance of rural and secondary
roads, county roads, urban roads, and city streets. The motor fuels tax includes the
gasoline and special fuels excise tax in KRS 138.220(1); the supplemental highway user
motor fuel tax in KRS 138.220(2); and the heavy equipment motor carrier surtax in KRS
138.660(2).

Currently, 48.2% of motor fuels tax receipts go to local governments, with 22.2% being
set aside for rural and secondary roads, 18.3% being set aside for county roads and
bridges, and 7.7% being set aside for urban roads and streets.

Under this bill, this distribution would remain the same for motor fuels tax receipts up to
$825 million per fiscal year. After receipts exceed $825 million, the distribution would
change, though the percentage allocated to local governments would still be 48.2%.

24.1% would be divided based on the proportion of population living in incorporated
areas (“cities”) and unincorporated urban places (“UUPs”) to the population living in
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unincorporated areas (“UAs”). 24.1% would be divided based on the proportion of
revenue-sharing road miles in cities and UUPs to revenue-sharing road miles in UAs.

The funds allocated to cities and UUPs would be paid to cities. 75% of the funds would
be apportioned among them based on the ratio of the population of the city or UUP to the
total population of cities and UUPs statewide. 25% would be apportioned among them
based on the ratio of urban road and city street mileage in each city and UUP to the total
urban road and city street mileage in cities and UUPs statewide.

The funds allocated to UAs would be paid to counties. 54.8% would be set aside for rural
and secondary roads, and 45.2% would be set aside for county roads and bridges.

Ultimately, the mechanics of this bill adjust the distribution of revenue over $825 million
to be dependent on population and road miles rather than a statutorily set ratio of
distribution. This way, as populations shift over time and new roads are built,
distributions to local governments will follow them.

Part 111 Fiscal Explanation, Bill Provisions, and Estimated Cost

This bill is to take effect on July 1, 2018, to coincide with the start of the biennial budget,
but the Consensus Forecasting Group does not have a forecast extending beyond fiscal
year 2017-2018. It is therefore indeterminable what the fiscal impact would be.
However, total motor fuels tax receipts in fiscal year 2015-2016 were $691 million, and
forecasts for fiscal years 2016-2017 and 20172018 predict that total motor fuels tax
receipts will remain under $750 million. Since the redistributing effect of this bill
would not happen until receipts exceed $825 million, there will be no fiscal impact to
cities or counties until receipts grow to that number.

The fiscal impact is expected to be minimal and positive for cities while being
minimal and negative for counties. The proposed distribution of funds is dependent on
population and road mileage, which will increase the amount given to cities, while
decreasing the amount given to counties. The total amount of money distributed to cities
and counties together remains the same.

Data Source(s): LRC Appropriations and Revenue Staff; Consensus Forecasting Group;
Department of Revenue
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