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FISCAL SUMMARY

_______________________________________________________________________________

Fiscal Estimates
2003-2004
2004-2005
2005-2006
Future Annual

Rate of Change

Revenues (+/-)

$10,017,487
$20,141,400


Expenditures (+/-)

-$7,257,847
-$5,681,480


Net Effect

$2,759,640
$14,459,920


______________________________________________________________________________

MEASURE'S PURPOSE: 

This measure will allow the Finance and Administration Cabinet to collect debts owed to other state agencies.

PROVISION/MECHANICS: 

Section 1:

This measure creates a new section of KRS Chapter 45 to define terms; require each agency and the Court of Justice to develop, maintain, and update an ongoing inventory of each debt owed to it; require each agency and the Court of Justice to make every effort to collect the debt; direct the Auditor of Public Accounts to review each agency's debt identification and collection procedures as part of the annual audit of state agencies; prohibit an agency, unless otherwise provided by statute, to forgive any debt owed to it; direct Revenue to promulgate administrative regulations prescribing standards and procedures for agencies without statutory procedures for collecting debts to follow; require each agency and the Court of Justice to identify all liquidated debts (legal debts for which all appeals and legal actions have been exhausted) and submit them to Revenue for review; direct Revenue to determine the cost-effectiveness for the cabinet to further pursue collections of those liquidated debts; permit so that the cabinet may return a liquidated debt to the submitting agency or the Court of Justice under certain criteria, stating the reason in writing; require the cabinet to identify the liquidated debts it determined cost-effective to pursue and request official referral to the cabinet; require submitting agency or the Court of Justice to retain a complete record of all referrals to the cabinet until the debt is collected or forgiven; require each agency and the Court of Justice to make appropriate accounting of any uncollected debt as prescribed by law; direct that debt funds collected by an agency prior to referral be retained by the agency according to statutory authority; direct that liquidated debts referred to Revenue be subject to interest and a 25% collection fee, unless waived by the cabinet; require any debts recovered by the cabinet, plus the interest and collection fee, to be deposited in the general fund, except for Medicaid benefits and funds required by law to be remitted to a federal agency; permit the cabinet to deduct and retain from the liquidated debt, recovered an amount equal to the lesser of the cost of collection fee or the actual expense incurred in the collection of the debt; direct that Revenue is not prohibited from entering into an agreement with an agency for collection of debts prior to liquidation; direct that the agency entering into the agreement retain collection funds in accordance with the provisions of the agreement; Section shall not affect any agreement between the cabinet and an agency that is in effect on the effective date of this Act that provides for collection of liquidated debts by the cabinet on behalf of the agency.  Also shall not affect the collection of delinquent taxes by county attorneys under KRS 134.500 direct the cabinet to prescribe, by administrative regulation, the format and form of a referral and the information to be included in it; require Revenue, each of the remaining cabinets, and the Court of Justice to report annually to the Interim Joint Committee on Appropriations and Revenue; require the General Government Cabinet's report to be done by the Finance and Administration Cabinet; prescribe contents of the reports; require information about liquidated debts to Revenue to be provided by the referring agency and the Court of Justice to the State Treasurer for the Treasurer's action under existing law regarding payments of claims against the state when the person is indebted to the state. 

Section 3:
Amend KRS 44.030 to conform; amend KRS 131.030 to direct that Revenue have all powers and duties necessary to collect any debts owed to the Commonwealth that are referred under the process established; amend KRS 131.565, relating to state agencies' establishment of claim against Kentucky individual income tax refunds. 

Section 4:
Include the Court of Justice in the meaning of "state agency" for purposes of this section; require state agencies with provisions in statutes or administrative regulation for debtor appeal and hearing rights, rather than state agencies that desire to do so, to establish claims against tax refunds; require a state agency to furnish its list of all liquidated debts for which withholding of tax refunds is required to Revenue by dates agreed to by Revenue and each state agency, rather than by the date of the following December 31; permit Revenue, to decline the withholding of individual income tax refunds from agencies if the request would adversely impact the operation of Revenue; amend KRS 131.585 to conform.


Section 5:

Amends KRS 131.130 (11) to delete the term “liquidated.”   This will allow Revenue to enter into preliquidation agreements.

FISCAL EXPLANATION: 

As of June 30, 2003 state agencies had identified over $292m in uncollected debt excluding child support. (Child Support and Revenue are implementing a statewide system for collection). In order to maximize the efficient collection of accounts receivable to the Commonwealth and  realize the additional income it is necessary for the Finance and Administration Cabinet to add 90 full-time personnel in the assessment and collection division of the Department of Revenue, as well as additional Information Technology staff to maintain and operate the new system. 
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