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SUMMARY

The Kentucky Supreme Court reviewed post-remand orders concerning transfers from the Kentucky

Workers’ Compensation Funding Commission’s Special Fund and Pneumoconiosis Fund. The Court

held that sovereign immunity barred retroactive injunctive relief requiring repayment of funds to the

Commission and rejected the related common-fund attorney-fee award. It also agreed that the

plaintiffs lacked standing to challenge transfers from the Pneumoconiosis Fund and reversed the

Franklin Circuit Court’s judgment in the appealed respects.
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The Governor and State Budget Director appealed portions of the
Franklin Circuit Court's orders granting retroactive and prospective
injunctive relief, awarding attorney fees, and enjoining transfers from
the Pneumoconiosis Fund. The Supreme Court of Kentucky accepted
transfer from the Court of Appeals under CR 74.02.

De novo review of sovereign-immunity, separation-of-powers,
statutory, constitutional, standing, and attorney-fee issues; the opinion

does not state a single formal standard-of-review formulation.
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QUESTIONS PRESENTED

1. Whether sovereign immunity barred a retroactive injunction requiring the Commonwealth to transfer

money from the General Fund back to the Benefit Reserve Fund.

2. Whether the separation-of-powers provisions of the Kentucky Constitution barred the judiciary from

ordering the transfer of funds from the General Fund to the Benefit Reserve Fund.

3. Whether KRS 45.111, Ross v. Gross, or Section 242 of the Kentucky Constitution authorized or required
restoration of the transferred funds.

4. Whether plaintiffs' counsel was entitled to attorney fees under KRS 412.070 based on an alleged

common fund.
5. Whether the plaintiffs had standing to challenge transfers from the Pneumoconiosis Fund.

6. Whether the trial court properly enjoined prospective transfers from the Pneumoconiosis Fund.

HOLDINGS

1. Sovereign immunity bars a retroactive injunction requiring the Commonwealth to withdraw money from
the General Fund and restore it to the Benefit Reserve Fund, regardless of whether the relief is labeled a

retroactive injunction, reparative injunction, or equitable restitution.

2. The separation-of-powers provisions of the Kentucky Constitution prohibit the judiciary from ordering
the executive branch to withdraw money from the General Fund and deposit it into another

governmental account without legislative authorization.

3. Kentucky courts may issue temporary and permanent prospective injunctions to restrain unconstitutional

legislative or executive action, including embargoing funds before an unconstitutional transfer occurs.

4. Plaintiffs' counsel was not entitled to attorney fees under KRS 412.070 because no common fund was

recovered against the Commonwealth.

5. The plaintiffs lacked standing to challenge transfers from the Pneumoconiosis Fund because none had

contributed to that fund or demonstrated a present or substantial injury from the challenged transfers.

KEY QUOTATIONS

“It requires payment of state funds, not as a necessary consequence of compliance in the future with a
substantive federal-question determination, but as a form of compensation to those whose applications were
processed on the slower time schedule at a time when petitioner was under no court-imposed obligation to
conform to a different standard.” (at 294)

“Clearly, we are without authority to invade the province of the General Assembly by ordering that funds be

drawn from the General Fund and deposited to another governmental account, the BRF.” (at 296)



“The injunctive powers, quite simply, are how the judiciary accords relief in these circumstances, not by
invading sovereign immunity, not by stretching its powers to reach the State Treasury and thereby order a
withdrawal from the General Fund after the fact, no matter how fitting that might appear.” (at 298)

FACTUAL BACKGROUND

The plaintiffs are Kentucky employers that paid assessments supporting the Special Fund portion of the Benefit
Reserve Fund. Budget bills transferred money from the Special Fund to the General Fund and the Department of
Mines and Minerals, and later budget bills transferred money from the separately funded Pneumoconiosis Fund
to the Office of Mine Safety and Licensing. On remand from Haydon Bridge I, the trial court ordered repayment
of transfers made from 2000 through 2010, permanently enjoined certain future transfers, and awarded more

than $8 million in attorney fees.

PROCEDURAL HISTORY

The plaintiffs originally challenged budget-bill provisions affecting the Special Fund portion of the Kentucky
Workers' Compensation Funding Commission's Benefit Reserve Fund. In Haydon Bridge I, the Supreme Court
held that suspension of annual appropriations was constitutional but that transfers from commingled funds were
unconstitutional. On remand, the Franklin Circuit Court ordered repayment of prior transfers, enjoined transfers
from both the Special Fund and Pneumoconiosis Fund, and awarded plaintiffs' counsel a 25 percent common-

fund fee. The Supreme Court reversed the appealed portions of those orders.
DISPOSITION

reversed

REMAND INSTRUCTIONS

The appealed portions of the Franklin Circuit Court's February 18, 2011 and August 16, 2011 opinions and
orders were reversed. The opinion does not provide additional remand instructions.
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