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Executive Summary

This biennial report evaluates the effectiveness of the allocation and distribution of moneys
from the Local Government Severance Tax Fund to counties and municipalities impacted by
mineral and mineral fuel development. The report is submitted to the General Assembly
pursuant to C.R.S. 39-29-110(1)(c)(VI). The report also evaluates the direct distribution of
federal mineral lease (FML) moneys from the Local Government Mineral Impact Fund.

The statutory Severance Tax and Federal Mineral Lease direct distribution formulas help
provide an equitable system for allocating money to communities socially or economically
impacted by energy and mineral development, processing or energy conversion of minerals
and mineral fuels. The combination of various measures of impact and their respective
weightings help distribute Severance Tax and Federal Mineral Lease revenue to the
communities experiencing various types of industry impacts. As illustrated by the maps of the
factors and the distributions detailed in this report, communities in significantly impacted
areas are receiving the greatest proportion of the distribution. The Department does not
recommend legislative changes to the Direct Distributions at this time.

Background

Severance Tax Direct Distribution

The formulaic distribution of State Severance Tax considers several impact measure factors,
including employee residence, mining and well permits, mineral production, population, and
road miles. The moneys are first allocated by factor into “county pools” and these pools are
then distributed to the municipalities and the county government within each county. For an
illustration of the severance tax direct distribution formula, see Exhibit A.

Federal Mineral Lease Receipts Direct Distribution

The Department administers two direct distributions of Federal Mineral Lease (FML) revenue:
one distribution to counties (or Federal Mineral Lease districts where created by a county)
and municipalities, and one distribution to school districts. Revenue generated under the
Federal Mineral Leasing Act within each county, employee residence, population, road miles
and pupil count determine the distribution to counties, municipalities, school districts and
Federal Mineral Lease districts. Like the Severance Tax Distribution, the moneys are first
allocated into county pools and then distributed to the entities therein. For an illustration of
the federal mineral lease direct distribution formula, see Exhibit A.

Distribution Trends
Increased oil production and reduced ad valorem credits contributed to increased State
Severance Tax distribution amounts for the two distribution years.



The distribution amounts of Federal Mineral Lease revenue are from rents and royalties paid
on leased federal lands. While generally less volatile than State Severance Tax revenue, the
FML distribution amounts are also influenced by changes in energy prices and production
activity.

Federal Mineral Lease Receipts and Severance Taxes
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Severance Tax Direct Distribution

Thirty percent of the Severance Tax revenue credited to the Local Government Severance Tax
Fund from July 1, 2017 to June 30, 2018 resulted in the total distribution of $16,224,834.62 to
333 counties and municipalities. For the 2019 state fiscal year, the Department distributed
$33,711,412.76 to 328 counties and municipalities. See Exhibit B for county pools and
distribution amounts to counties and municipalities for 2018 and 2019.

Moneys were first allocated into county pools based on each county’s proportion of industry
employee residence, mining and well permits, and mineral production compared to the totals
statewide. CRS 39-29-110(1)(c)(ll)(B) directs each factor to be weighed at 30% and the
Executive Director, in consultation with the Energy Impact Assistance Advisory Committee,
determines the assighment of the remaining 10%. The county pool factors were weighed in
2018 and 2019 as follows:



County Pool Factor 2018

2019
Colorado Employee Residence Reports 40% 40%
Mining and Well Permits 30% 30%
Mineral Production 30% 30%

The following three maps illustrate county proportion of each factor for the 2019 direct
distribution of Severance Tax.

2019 Severance Tax Direct Distribution
Colorado Employee Residence Report Index
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2019 Severance Tax Direct Distribution
Mining and Well Permits Index
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The Department distributed each county pool amount to the county government and each
municipality therein based on the unincorporated and municipal proportions of employee
residence, population, and road miles compared to the total in the county. Statute directs
the Executive Director, in consultation with the Energy and Mineral Impact Advisory
Committee, to set the weights of these factors statewide. The Executive Director set the
factor weights as follows:

Subcounty Pool Factor 2018 2019
Colorado Employee Residence Reports 33% 33%
Population 34% 34%
Road Miles 33% 33%

The Executive Director may accept a memorandum of understanding (MOU) from the county
and all municipalities therein requesting an alternative distribution and/or factor weights for
distribution of a county pool. The Department did not receive any MOUs for the 2018 and 2019
distributions and the above weights determined all county pool allocations.

Additional information about the Severance Tax Distribution process and the Direct
Distribution Guidelines is available on the Department’s website.

Federal Mineral Lease Receipts Direct Distribution

County and Municipal Direct Distribution

Fifty percent of the Federal Mineral Lease (FML) revenue credited to the Local Government
Mineral Impact Fund during FY2018 resulted in the total distribution of $18,709,884.29 to 329
counties (or federal mineral lease districts) and municipalities. For FY2019 the Department
distributed $22,183,435.70 to 323 entities. See Exhibit C for the 2018 and 2019 county pools
and distribution amounts.

Moneys were first allocated into county pools based on each county’s proportion of employee
residence and federal mineral lease revenue generated compared to the total generated
statewide. CRS 34-63-102(5.4)(c)(lll) specifies the Employee Residence Report factor cannot
be weighted more than 35%. The county pool factors were established by the Executive
Director, in consultation with the Energy and Mineral Impact Advisory Committee as follows:

County Pool Factor 2018 2019
Colorado Employee Residence Reports 35% 35%
FML Revenue Generated 65% 65%



2019 Federal Mineral Lease Direct Distribution
Colorado Employee Residence Report Index
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The Department distributes each county pool to the county government and each municipality
therein based on the unincorporated and municipal proportion of employee residence,
population, and road miles compared to the total in the county. Statute directs the Executive
Director, in consultation with the Energy and Mineral Impact Advisory Committee, to establish
weights of these factors statewide. The Executive Director set the factor weights as follows:

Subcounty Pool Factor 2018 2019
Colorado Employee Residence Reports 33% 33%
Population 34% 34%
Road Miles 33% 33%

Like the Severance Tax distribution, the Executive Director may accept an MOU from the
county and all municipalities therein requesting an alternative FML distribution and/or factor
weights for the subcounty pool. The Department did not receive any MOUs for the 2018 or
2019 Federal Mineral Lease distributions.

Additional information about the FML distribution process and the Direct Distribution
Guidelines is available on the Department’s website.

Roan Plateau Lease Refund

A November 2014 settlement of a federal lawsuit regarding leases on the Roan Plateau
resulted in the cancellation of several Federal mineral extraction leases. The recoupment of
the leaseholders’ “bonus” payments caused withholding of FML revenue to Colorado during
FY15-16, FY16-17, FY17-18. The General Assembly enacted SB15-244 to backfill these
withheld funds and held the FY18 Direct Distributions harmless.

Federal Mineral Lease Districts

Counties may choose to create a Federal Mineral Lease District for the purpose of re-directing
FML payments in an effort to maximize the amount of PILT funding counties receive from the
U.S. Department of Interior. The payment otherwise calculated for the county government is
directed to its Federal Mineral Lease District. Five counties had a Federal Mineral Lease
District for the FY18 and FY19 Direct Distributions.

2018 and 2019 FML Districts
Garfield County Federal Mineral Lease Act District

Huerfano County Federal Mineral Lease District



Mesa County Federal Mineral Lease District
Park County Federal Mineral Lease District

Weld County Federal Mineral Lease Act District

Payment details contained in Exhibit C include the amounts distributed to these districts.

School District Direct Distributions

The school district FML distribution occurs in a similar fashion to the county/municipal
distribution. Statute directs the Department to calculate county pools based on the same
weights set by the Executive Director for the FML county/municipal distribution. Each county
pool is then distributed based on the proportion of each school district’s pupil count to the
total county pupil count. See Exhibit A for an illustration of the school district direct
distribution.

The total distribution to school districts for 2018 was $1,590,340.46 to 176 school districts.
The Department distributed $1,887,260.74 to 176 school districts in 2019. See Exhibit D for
details on the 2014 and 2015 payments to school districts.

Evaluation of Effectiveness

The Department does not propose legislative changes to the Direct Distributions at this time.
Both the Severance Tax and Federal Mineral Lease statutory formulas allow for flexibility on a
year-by-year basis for the continued pursuit of effective distribution. The Executive Director,
in consultation with the Energy and Mineral Impact Advisory Committee, has authority to
adjust the weights of the factors in the formula each year. The Department continually
evaluates these factors and solicits feedback from the Advisory Committee, and local
government recipients.
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Exhibit A: Illustration of 2018 and 2019 Direct Distribution Formulas

‘| ssnbog
A ERDUIEI] BOUDS O) SINUBARI L0 LOIPUISE BNULY

y

O (Jased EoW] SN0 Idnd e
SRR F[TRF]

Lopey Bussciiog UL Lo s BPUREIG 100U3S
FU) U0 PEEEG PRUILLSIER 20 (M |00 APR0D GNS BYL

0

LR EiFUIN RE0E L0 U0
Y00, Spun od AN g pasn STyl of ISP
20 [ SPEER 00ES o sabuusand pod Aunes,

.-#mm.. .....:..:......:.. Hﬁt.hﬂﬁﬂ !Eﬂw_
v RIBUIN RRES W
Aodug opRIoioD e
ESTETETE ELELE

SA0520) BURLG I SO
SRS SPMEEE U0 PISRG 51004 AUNGD 0F PRED 0|8 Bg
i J0H LD INGIGE |0 DEUN] 8RS ESUNN BRSPS d Bul

HoRnauEsg 1aand

#

[90}5 O} Y8 WA 5N ag- Uou o)

T

SIS j00UyRS O]
85287 [BISUIN

[Blapad o uognaquisi] sleledss

“ L Enbiyg A Seneedioun
PLUE SDRUN0T OF SSMLBAR §0 WINNGUE D [Ny

*

“IORISIIP AR

B A WM LN SR fEUY YR S8 R N ) LD

118 pum AUAoS Uassag BUpueisiapun jo unpueowaw
10 aalimuwed Addapy e dul) RRay pue ABRUI S
WO UCEPUSIWHEDE) U0 paseg 2] Aew seleueiie 4.,

W et yggdod
..-E._“.EE wU”_.ﬂ.__ﬂ_uhﬁ FIEpEY

G T T T
TR i

w0 Busaoa sug o s [EdUnprAUn0 D
B L0 PASET PRULSEEP BG [P 1004 AJUNOD oS 34 |

*

RERIMW0 D ASA DY jedu] R U

Aflia U3 SUyl WO UCHEPUSEIECE ] U0 REse ' I02ep
SANNBA6CD AL} AY BIUILLIZISP G 0 SN URASI 3583]
EaEU ERps peEsuel woy justuad Buiususss suj
PUR SN0 ) REE L0 NN & e salejueniad,

G Do ot SOUBARY
S0 EEUY EEpE ] e

(G (g 9e) Slote N BIUSRIEEY
satoqdwy opesgol e
RlEEI R TR

siops) Bumoqion aylLo
QIR \E FPFHAJEIE U0 PISE 5004 AJUNOD 0 PHEDI0|E &
B 104 LOGNGLEEI] 19N 95837 RIS R0 4 3y |

Vg 1enilimy Ag sanue diunpg
PUR SN0 OF SSFLBAE L0 LI NGUIS D enuly

*

“IOEIRUIP SARNDEEE B8 A UK UIBISR D

[EUR i "SRR OIUn W S 0 | PUE AJUROD U egad
GUp RS EPUN |0 LR U 0WS W 10 S0y
Adswpy Pedu) sy pue AGSUS S woy

UCHE QUM DR U0 pase i o Asuw sRfejuacis d.,

B g CROM g
e iSO OMREED. &
g pE e e o s SRR
saiopdwy cpusgos e
= TR ToREE

w0pe Bupaopa sulio s edunpgiuno )
B} WD PESHY PEUILLSED SO [P 1004 AJUN0T OGNS 81 )

»

S3BIW0 D Amgiapy Pedu) Eeul pue ABaulg sy
W04 UKRRUSWILC0E] U0 PESET ITREIIP SANDEE
S} )0 UDNEIE D SUI B SI0p0E] S2Uy) a1y Buous
PO AR 40 | BRI S L T UL
SER| S 1M 008 PREE SR S0 0 10008 SIBUIE O,

S s e o REIUIN -
GO g [ PUE B e
SO (g3 0) e dey esuspsey
sahioqdwy opesogon W
SOFEIEg R

sy Bumacay syl o
WUELE SPMEEEE UD DESEY 31004 APN0D 0) pRRES0|R
20 IR UOELISI] B3N] X0 | SIURRASS SRS Y]

SR wonngUEE] 19841

BTG

(R o spewied Fiuog-uou o)

L

85E87 [BISUIW |EISPES
jo uomod ¥0QJ

SUE0T PUE SIUBID ugnrgupsIa Pang

BT W

(s tna) xey SieE 10

e

XE | @IUBlanss SR1S
jo uood ¥10QJ

11



Exhibit B: 2018 and 2019 Severance Tax Direct Distribution

2018 Severance Tax Direct Distribution
County Pool Allocations
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2019 Severance Tax Direct Distribution
County Pool Allocations
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Exhibit C: 2018 and 2019 Federal Mineral Lease Direct Distribution

2018 Federal Mineral Lease Direct Distribution
County Pool Allocations
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2019 Federal Mineral Lease Direct Distribution
County Pool Allocations
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Exhibit D: 2018 and 2019 Federal Mineral Lease School District Direct Distribution

2018 Federal Mineral Lease Direct Distribution

School District
County Pool Allocations
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2019 Federal Mineral Lease Direct Distribution
School District
County Pool Allocations
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