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STATE FISCAL NOTE STATEMENT
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MEASURE

	(X) 98 BR No.
	526
	
	(X)
	House
	Bill No.
	161/SCS


	() Resolution No.
	
	
	() Amendment No.
	


	SUBJECT/TITLE
	An Act relating to child support and declaring an emergency


	SPONSOR
	Representative Tom Burch


NOTE SUMMARY

	Fiscal Analysis:
	     X      Impact
	               No Impact
	       Indeterminable Impact

	Level(s) of Impact:
	   X           State
	        X             Local
	               Federal


	Budget Unit(s) Impact
	Cabinet for Families and Children (CFC), Revenue Cabinet (Rev.), Boards and Commissions (BC), Cabinet for Health Services(CHS)


	Fund(s) Impact:
	      X            General
	                Road
	     X          Federal

	
	       X             Restricted Agency (Type)
	               (Other)


FISCAL SUMMARY

_____________________________________________________________________________

	Fiscal Estimates
	1997-98
	1998-99
	1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)
	
	+$3.5 Million RF
	+$3.6 Million RF
	

	Expenditures (+/-)
	
	$12.7 Million
	$16.1 Million
	

	Net Effect
	
	$812,000 current RF

$8.4 Million FF
$9.2 Million TF
	$1.9 Million RF

$10.6 Million FF
$12.5 Million TF
	


_____________________________________________________________________________

MEASURE'S PURPOSE:  To bring Kentucky's Child Support laws in conformity with the child support provisions of PL 104-193, the Personal Responsibility and Work Opportunity Reconciliation Act of 1995 (PRWORA), also known as the Federal Welfare Reform law.

PROVISION/MECHANICS:  

Section 1: Amends KRS 186.570 (Motor Vehicles-Licensing of Motor Vehicles) to require Transportation Cabinet to deny drivers license for failure to respond to a subpoena for paternity or child support upon written notice from the Cabinet for Human Resource (Cabinet).

Section 2: Amends KRS 205.175 (Public Assistance and Medical Assistance-Confidential treatment of information and records) to permit the agency to determine reasonable cause to prohibit disclosure of information related to domestic violence or child abuse when disclosure would be harmful to the child.

Section 3: Amends KRS 205.595 (Public Assistance and Medical Assistance-Health coverage for child under medical child support order-duty of employers) to require an employer to accept a notice of transfer for enrollment into a custodial or non custodial parent's health care plan a child for whom health coverage is required by the court or an administrative order.

Section 4: Amends KRS 205.710 (Public Assistance and Medical Assistance-Child Support Recovery-Definitions) to add spousal support to the definition of "duty of support" and to add bonuses, worker's compensation awards attributable to lost wages, retirement, pensions, interest, and disability to the definition of "income".

Section 5: Amends KRS 205.712 (Public Assistance and Medical Assistance-Division of Child Support Enforcement-Duties) to add the following duties for the Cabinet:  1) collector of international support; 2) publicize available services; 3) pay costs of genetic testing subject to recoupment; 4) obtain additional genetic testing when original is contested; 5) administratively establish child support orders which shall have the same force and effect of law; 5) issue of administrative subpoena to secure public and private records of utility and cable companies and financial institutions as necessary for child support obligations, ; 6) impose penalty for failure to comply with an administrative subpoena; 7) provide copies of proceeding to any parties/individuals involved; 8) issue interstate administrative subpoenas; and 8) promulgate administrative regulations to implement revisions in this section, to adopt forms, or implement other requirements of federal law relating to interstate administrative subpoenas; 9) Effective 9/30/99, create state case registry to include all current records in which services are provided and each child support order established or modified after 10/1/98 and permits the use of existing local collection units; 10) create state disbursement unit for current cases and all cases issued after 1/1/94 which involve a court ordered or administratively ordered wage withholding; 11) provide to Federal government name of each person who owes $5,000 arrearage for the purpose of revocation or denial of passports; 12) for persons with 1 year arrearage in payments, denial of professional, sporting, occupational, and recreational licenses until arrearage has been eliminated and provides for appeal and dispute hearings if there is a mistake in fact (Note:  1 year not included in Federal Mandate); 13) at the Cabinet's discretion, enter into agreements with financial institutions for financial data match and requires the financial institution to provide information with the Cabinet paying a reasonable fee not to exceed the actual cost; 14) issue interstate and intrastate administrative orders without obtaining order from any other judicial or administrative tribunal; and 15) honor subpoenas from other states.

Section 6: Amends KRS 205.720 (Public Assistance and Medical Assistance-Assignment-Subrogation-Effect of termination of Title IV-D services) 1) to permit the Cabinet to continue to distribute collections under current method until September 30, 2000, which includes retaining an amount equal to the welfare/assistance payments by the state and federal government prior to returning dollars to the custodial parent and 2) to require distribution of collections according to the Federal Welfare Reform Law, with provides for arrearages paid to the custodial parent prior to the state/federal government retaining the amount of the welfare/assistance payment.

Section 7: Amends KRS 205.721 (Public Assistance and Medical Assistance-AFDC services available to individuals not receiving AFDC benefits) to redefine AFDC (aid to families with dependent children) to public assistance under Title IV-A of the Social Security Act.

Section 8: Amends KRS 205.730 (Public Assistance and Medical Assistance-Location of absent responsible parents and custodial parents for establishing paternity of putative fathers) to 1) require the Cabinet to locate non custodial and custodial parents except for reason of child abuse or domestic violence, 2) if paternity is established, to require the Cabinet to establish a child support obligation or modification and to enforce the action, and 3) to require Cabinet to obtain location information for non Title IV-D cases to enforce state and federal laws against parental kidnapping and to make or to enforce a child custody or visitation orders.

Section 9: Amends KRS 205.735 (Public Assistance and Medical Assistance-Name of parent-Information to be supplied by the employer) to permit the Cabinet to use the information already supplied by businesses to establish, modify, and enforce child support and medical support orders rather than just for location purposes.

Section 10: Amends KRS 205.745 (Public Assistance and Medical Assistance-Child Support lien in favor of cabinet-Filing of claim of lien) to  1) make enforceable a lien or levy the Cabinet has against real or personal property for child support purposes; 2) provide procedures for the Cabinet to obtain and enforce lien or levy including a $10 filing fee to the county clerk, the authority to participate in the proceeds if there is foreclosure on the property by another lien holder, and appeal processes; 3) permits the Cabinet to force the sale of the property; 4) require the lien or levy to be superior to any mortgage or encumbrance created after the notice of the lien or levy; 5) exempt the forced sale of a principal residence if a minor child would be deprived unless the failure to foreclose would result in the loss of the home of the custodial parent of a minor child; and 6) repeal the three year time limit on the Cabinet's liens. 

Section 11: Amends KRS 205.768 (Public Assistance and Medical Assistance-Release of information to consumer reporting agencies, etc.) to require that any consumer reporting agencies that the Cabinet provides information to be certified.

Section 12: Amends KRS 205.990 (Public Assistance and Medical Assistance-Penalties) to establish a $500 penalty for an financial institution who does not comply with Section 22, subsection (11) of this Act (failure to respond to a subpoena).

Section 13: Amends KRS 213.036 (Vital Statistics-Local registrars) to require the local registrars to provide for voluntary paternity  and transmit original certificates and affidavits of paternity to the Office of Vital Statistics.

Section 14: Amends KRS 213.046 (Vital Statistics-Registration of births required) to, when the mother is unmarried, 1) require the hospital or birthing center to provide oral, audio, or video materials and descriptions of the rights and responsibilities in addition to the currently provided written material about paternity; 2) add to the material provided the alternatives to and legal consequences of acknowledging paternity; 3) require the Office of Vital Statistics to designate the form to be utilized; and 4) require the Cabinet for Human Resources (Health Services) to provide to the added audio or video materials and descriptions.

Section 15: Amends KRS 213.071 (Vital Statistics-Circumstances requiring establishment of new birth certificate for person born in Commonwealth) to require Vital Statistics to amend their records if a voluntary acknowledgment of paternity is rescinded.

Section 16: Amends KRS 403.090 (Dissolution of Marriage and Child Custody-Friend of the court, etc.) to 1) remove the collection of Title IV-D collections from the duties of the friend of the courts and 2) if a waiver is granted, permit the obligor to chose between the friend of the court or the state centralized collection agency.

Section 17: Amends KRS 403.150 (Dissolution of Marriage and Child Custody-Procedure, etc.) to require the use of social security numbers on all proceeding documents.

Section 18: Amends KRS 403.160 (Dissolution of Marriage and Child Custody-Temporary orders) to 1) require the use of social security numbers on all proceeding documents and 2) prevent disclosure of information when there is reasonable evidence of domestic violence or child abuse.

Section 19: Amends KRS 403.211 (Dissolution of Marriage and Child Custody-Actions to establish or enforce child support) to 1) require social security numbers of all parties subject to a support order; 2) prevent disclosure of information by the Cabinet when there is reasonable evidence of domestic violence or child abuse; 3) require the Cabinet to notify and operate to enroll a child in a non custodial parent's health insurance coverage when a change of employment occurs and the non custodial parent provides the health coverage; and 4) require no exemptions in wages and income for attachment or assignment for child support.

Section 20: Amends KRS 403.212 (Dissolution of Marriage and Child Custody-Child Support Guidelines) to add retirement and pension funds to the definition of gross income.

Section 21:  Amends KRS 405.465 (Parent and Child-Court ordered assignment to county officer of parent's child-support payment) to remove the domestic relations as an option for collection Title IV-D child support, with the Cabinet being the only remaining option. (Note:  No date is provided in the amendment.  To meet the federal requirement of 10/1/99, the Cabinet plans a phase out established through state regulations.)

Section 22:  Amends KRS 405.430 (Parent and Child-Cabinet may determine minimum monthly support obligation) to 1) require the Cabinet to pay costs of genetic testing subject to recoupment when a parent presents himself for voluntary establishment of paternity ; 2) require the Cabinet to obtain additional genetic testing when original is contested and upon request and advance payment by the contestant; 3) require all parties to submit to genetic testing upon the request of any of the parties, except for good cause and taking into consideration the best interest of the child; 4) permit the Cabinet to review and adjust child support obligations; 5) require the Cabinet to notify parents at least every three years of the right to a review; 6) permit the Cabinet to use "automated methods" including financial records to identify orders for review; 7) require Cabinet for past due support to require the obligated parent to participate in work activities, excluding a parent that is incapacitated; 8) limit the disclosure of financial records except for child support obligations; 9) limit liability of financial institution that discloses financial information for child support purposes; 10) permit the Cabinet to issue intrastate and interstate subpoenas; 11) require Cabinet to impose penalty for failure to respond to a subpoena; 12) establish no liability for unintentional, good faith disclosures of financial record; and 13) permit individual to pursue civil action for knowingly or negligently disclosed financial records with liability limitations detailed.

Section 23:  Amends KRS 405.060 (Parent and Child-Sale or conveyance in fraud of wife or child) to: 1) establish the transfer of assets to avoid child support as an "indicia of fraud" with the "indicia of fraud" set forth by administration regulations and 2) require Cabinet to seek to void such transfers or obtain a settlement in the best interest of the child.

Section 24: Amends KRS 405.450 (Parent and Child-Hearing officers decision) to provide contest by either part of adjusted obligations.

Section 25: Amends KRS 405.467 (Parent and Child-Withholding order issued by cabinet, etc.) to 1) require the Cabinet to issue an order for wage withholding on arrearages of one month or failure to provide court or administrative ordered health coverage; 2) require the action without judicial or administrative hearing; 3) to require the obligor to be notified at the same time the order is sent; and 4) to require the employer to submit the ordered portion of the wages to the Cabinet.

Section 26:  Amends KRS 406.021 (Uniform Act on Paternity-Determination of paternity-Function of district court-Enforcement) to 1) require the District Court to use the father's Social Security number along with his name and 2) require the court to accept bills for testing, pregnancy, and childbirth as prima facie evidence of the amount incurred.

Section 27: Amends KRS 406.025 (Uniform Act on Paternity-Rebuttable presumption of voluntary acknowledgment of paternity affidavit) to 1) reduce the rescission time for voluntary acknowledgment of paternity from one year to the earlier of 60 days or the date of an administrative or judicial proceeding; 2) require the court to establish a temporary support order within 14 days from the filing of the motion, retroactive to the date of the filing; 3) require that court ordered or administratively ordered child support shall  continue until final judicial or administrative determination of paternity.

Section 28: Amends KRS 406.035 (Uniform Act on Paternity-Written order of paternity-Not public record, etc.) to provide confidentiality of information on paternity.

Section 29: Amends KRS 406.061 (Uniform Act on Paternity-Jury trial may be had) to replace Section 29 in its entirety with "To the extent necessary to conform to federal law 42 U.S.C. sec. 666(a)(5)(l), except to the extent that it is required under Section 7 of the Constitution of Kentucky, no party shall be entitled to a trial by a jury in a paternity action."

Section 30: Amends KRS 406.091 (Uniform Act on Paternity-Blood tests to include tests for inherited characteristics, etc.) to 1) establish unchallenged acknowledgment of paternity without judicial or administrative proceedings; 2) require in a contested case that all parties submit to genetic testing; 3) establish a 20 day time frame to contest genetic testing results; 3) require parties to pay for genetic testing in amounts directed by the court except when the Cabinet administratively orders the test; and 4) require the Cabinet to pay costs of genetic testing subject to recoupment when administratively ordered.

Section 31: Amends KRS 427.120 (Exemptions-Police and firefighters' pension fund in cities of first, second and third classes-exempt from process) to remove the exemption for the collection of child support from the police or firefighters' pension fund.

Section 32: Amends KRS 427.125 (Exemptions-Police and firefighters' pension fund in cities of fourth classes-exempt from process) to remove the exemption for the collection of child support from the police or firefighters' pension fund.

Section 33: Amends KRS 67A.620 (Urban-county government-Benefits  nonassignable-Not to be attached) to remove the exemption for the collection of child support from the annuities and benefits outlined in KRS 67A.620.

Section 34: Amends KRS 95.620 (City Police and Fire Departments-Pension fund to be used solely to pay pensions) to remove the exemption for the collection of child support from the police or firefighters' pension fund.

Section 35: Amends KRS 61.690 (General Provisions-Exemption of retirement allowances-Classifications as marital property-Domestic relations orders) to remove the exemption for the collection of child support from the retirement allowances and benefits outlined in KRS 61.690.

Section 36: Amends KRS 161.700 (School Employees-Teachers' Retirement and Tenure-Funds exempt from taxation and process-Benefits not considered marital property) to remove the exemption for the collection of child support from the teacher's retirement fund.

Section 37: Amends KRS 95.878 (City Police and Fire Departments-Benefits nonassignable-May not be attached) to remove the exemption for the collection of child support from the police or firefighters' annuities and benefits as outlined in KRS 95.878.

Section 38: Creates a new section of KRS 205 (Public Assistance and Medical Assistance) to express the intent of the General Assembly relating to child support or paternity to be in compliance with the Federal Welfare Reform law.

Section 39: Creates a new section of KRS 205.715 to 205.800 to 1) authorize the Cabinet to issue an administrative subpoena commanding information and records relating to the establishment, enforcement, and collection of child support; 2) require all public and private entities including financial institutions to comply with a subpoena; 3) permit the financial institution to deduct $20 from the account on which the subpoenaed information has been issued; 4) permit the Cabinet to enforce compliance by filing action in the Franklin Circuit Court; and 5) require the subpoena to be issued by a person designated by the secretary.

Section 40: Creates a new section of KRS 205.715 to 205.800 to 1) require the Cabinet to request information from a certified consumer reporting agency only when a full credit report is necessary for child support purposes; 2) require Cabinet to provide 10 days notice to obligor whose report is being requested; and 3) provide confidentiality of report and method to contest.

Section 41: Creates a new section of KRS 405.405 to 405.520 to 1) require an employer or labor organization to report new hires, as detailed, by the submission of a copy of the employee's W-4 form or other form provided by the Cabinet at the option of the employer; 2) require the Cabinet to enter the new hire information into the Cabinet database within 5 business days; 3) establish exemptions for new hires reporting for hires earning less than $300 per month or under the age of 18; 4) permit the Cabinet by regulations to determine additional exemptions for this section to avoid unnecessary or burdensome reporting; 5) require the Cabinet to use the new hire information for child support purposes; 6) require the Cabinet to provide written notice of the provisions of the new hires reporting  to employers who do not report new hires, to be followed by a second notice within 20 days of first notice if employer has not filed report; 7) require the Cabinet, 20 days from second notice, if the employer has not filed required report, to notify employer by certified mail, return receipt request, notice of a fine to equal $250 per month per person; and 8) require employer to have 10 days from receipt of certified notice to request hearing as detailed.

Section 42: Creates a new section of KRS 205.715 to 205.800 to 1) require financial institutions to enter into cooperative agreements with the Cabinet or its designee for data match systems, including details on fees, liability, and a definition of financial institutions and 2) permit the Cabinet to implement the requirement of this section by administrative regulations.

Section 43: Creates a new section of KRS 205.715 to 205.800 to 1) require the Cabinet for Human Resources or Cabinet for Families and Children provide a wage reporting and financial institution match system for child support purposes; 2) permit the Cabinet to implement with administrative regulations; and 3) require financial institutions to enter into agreements with the Cabinet for the system.

Section 44: Creates a new section of KRS 205.715 to 205.800 to permit the Cabinet to coordinate with other state agencies and cabinets to develop child support collection.

Section 45: Creates a new section of KRS 205.715 to 205.800 to require confidentiality by Cabinet employees or its agents and includes a fine of $100 per offense.

Section 46: Creates a new section of KRS 205.715 to 205.800 to permit the release of information to the United State Social Security Administration or the agencies of other states who administer federally funded welfare and unemployment compensation programs.

Section 47: Creates a new section of KRS 205.715 to 205.800 to 1) require the financial institution to not notify an individual that their name has been received from the Cabinet, although they can notify all depositors, etc. that the match system has the authority to request certain information; 2) require penalties as detailed; 3) provide confidentiality; and 4) permit the financial institution to charge $20 to $50 from the person's account prior to remitting funds to the Cabinet.

Section 48: Creates a new section of KRS 205.715 to 205.800 to 1) require the Cabinet to notify the person and financial institution when a match has occurred and the account is to be blocked or encumbered by use of a lien or levy; 2) permit financial institutions to continue to change account activity fees; and 3) require the child support lien or levy to have priority over all other liens or levies.

Section 49: Creates a new section of KRS 205.715 to 205.800 to 1) permit the Cabinet to create interstate liens and to enforce other state's liens and 2) permit the Cabinet to implement by Administrative Regulations.

Section 50: Amends KRS 403.215 (Dissolution of Marriage and Child Custody-Assignment of wages for child support obligations) to require wage assignment to be based upon the employer's payment of schedule of wages, but at a minimum, on a monthly basis.

Section 51: Amends KRS 405.991 (Uniform Act on Paternity) to provide technical numbering change due to amending KRS 405.430 in Section 22 of this Act.

Section 52: Addresses Cabinet name changes if the reorganization is confirmed by the 1998 Regular Session.

FISCAL EXPLANATION:  

1.
Cabinet for Families and Children (CFC); Restricted Funds and Federal Funds impact: 

	FY 1998-99
	FY 1999-2000
	Provision:

	$812,000
	$1,906,200
	Net impact on current Restricted Funds

	$8,376,300
	$10,620,600
	Net impact on Federal funds


CFC details as follows:

Increased child support collection due to provisions in the Act:

	FY 1998-99
	FY 1999-2000
	Provision:

	$1,786,500
	$1,840,600
	New hire reporting

	450,500
	472,500
	Pensions included in gross income

	750,000
	787,500
	Potential professional license suspension

	516,000
	464,400
	Bank match

	$3,503,000
	3,565,000
	Total estimated increased Child Support collections


Estimated CFC expenditures:

	FY 1998-99
	FY 1999-2000
	Provision:

	$1,575,000
	$1,575,000
	New hire reporting

	2,500,000
	2,837,200
	Central State Case Registry

	
	3,277,000
	State Central Disbursement Unit

	282,000
	291,200
	Copy/proceedings to parties

	65,000
	48,400
	Right to review notification

	768,000
	561,600
	Bank Match

	1,300
	1,400
	Advance notice of credit checks

	7,500,000
	7,500,000
	System development

	$12,691,300
	$16,091,800
	Total estimated expenditures 


Net CFC impact:

	FY 1998-99
	FY 1999-2000
	Provision:

	$12,691,300
	$16,091,800
	Estimated expenditures

	34%
	34%
	Non-Federal percent

	$4,315,000
	$5,471,200
	Non-Federal dollars

	$3,503,000
	$3,565,000
	Less:  Increased Child Collections

	$812,000
	$1,906,200
	Net impact on current Restricted Funds

	$8,376,300
	$10,620,600
	Net impact on Federal funds


While CFC's impact for HB 161/SCS for FB 1998-2000 involves only Restricted and Federal Funds, there is a potential $10 Million General Fund impact in each year of FB 2000-2002.  The current Federal Welfare Reform law changes the method by which child support collections are distributed between the state and custodial parents, effective October, 2000.  The $10 Million impact is a worse case scenario based upon no increased child support collections, no other funds to offset this impact, and no changes in the Federal law.

Failure to enact the mandated provisions of the Federal Welfare Reform law would place at risk:  1) Child Support Enforcement Federal Funds, $50 million in FY 1998-99 and $52 million in FY 1999-2000 and 2) TANF (Transitional Assistance for Needy Families) Federal Block Grant, $3.62 million for FY 1998-99 and $5.44 million for 1999-2000.  Under current law:  Federal Funds reductions would continue into FB 2000-2002, unless Kentucky is in compliance.

(Note:  CFC states that the removal of the Revenue Cabinet from the Act does not alter the Cabinet's fiscal impact.)

2.
Revenue Cabinet:  Minor

The Revenue Cabinet estimates a one time cost of $30,000 for start up costs.

3.
Boards and Commissions:  Indeterminable, Minor

The Boards and Commissions estimate an indeterminable, but minor loss of revenues due to the potential suspension of licenses.

4.
Cabinet for Health Services (CHS):  Minor

CHS's estimate of $1,300 annually is based upon the local registrar making available appropriate forms and information in audio and video format.  It assumes that the registrar would not have to fully understand or explain the legal implications of signing a voluntary acknowledgment of paternity.

5.
Total Fiscal Impact

FISCAL SUMMARY

	Fiscal Estimates
	FY 1998-99
	FY 1999-2000
	Future Annual

Rate of Change

	Revenues (+/-)

Cabinet for Families and Children

Boards and Commissions


	+$3.5 Million RF

-Indeterminable RF


	+$3.6 Million RF

-Indeterminable RF
	

	Expenditures (+/-)

Cabinet for Families and Children

Revenue Cabinet

Cabinet for Health Services


	+$12.7 Million

+$30,000

+$1,300


	+$16.1 Million

+$1,300


	

	Net Effect

Revenue Cabinet

Cabinet for Health Services

Cabinet for Families and Children


	$30,000 GF

$1,300 GF

$812,000 RF

 $8.4 Million FF


	$1,300 GF

$1.9 Million RF

$10.6 Million FF


	CFC: maximum $10 million GF &

continued FF


	DATA SOURCE(S)
	CFC, Revenue, Boards & Commissions, CHS
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