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SUBJECT/TITLE
An Act relating to debts owed to the Commonwealth and declaring an emergency.

SPONSOR
Senator Damon Thayer

NOTE SUMMARY

Fiscal Analysis:


Impact


No Impact
X
Indeterminable Impact

Level(s) of Impact:

X
State


Local
X
Federal

Budget Unit(s) Impact
All Executive Branch agencies and the Administrative Office of the Courts.

Fund(s) Impact:

X
General

X
Road
X
Federal



Restricted Agency (Type)

(Other)
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Net Effect
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MEASURE'S PURPOSE:  

This measure creates 3 new sections of KRS 45 and amends language in KRS 44.030.  It requires each Cabinet Agency of the Executive Branch to develop and apply preaudit procedures to all expenditure transactions for the purpose of detecting errors, fraud, or abuse prior to the issuance of a payment. It also requires that the Administrative Office of the Courts establish and maintain a system for tracking and identifying types and amounts of fees, fines and other payments due the state by court judgment orders.

PROVISION/MECHANICS:  

This measure requires that each agency develops and implements procedures for the preaudit of all expenditures.

It also directs the Finance and Administration Cabinet (FAC) to create a special unit for collection of certified debt detected by this measure and provides that the Finance and Administration Cabinet may refer collections to the Attorney General for future collection efforts.  The Administrative Office of the Courts (AOC) shall establish and maintain a system for tracking and identifying types and amounts of fees, fines and other payments due the state by court judgment orders.  The AOC shall also establish and operate a system for collecting the fees, fines and other payments due the state by court judgment or order.  It shall also remind court officials and debtors of overdue debts.  This measure suggests that technology be considered because of accuracy, timeliness and efficiency.  The AOC shall annually report in October to the Legislative Research Commission.
FISCAL EXPLANATION:  

The fiscal impact on State Government would be indeterminate but major.  The cost to the Executive Branch agencies would be minimal by adding additional preaudit functions.  Most agencies would not need additional staff or resources, merely to redirect and strengthen their current efforts. 

The Finance and Administration Cabinet would be adding a new unit for collection of the detected debt, but that should be offset by additional collections made.  The Finance and Administration Cabinet feels that the majority of the fraud type of problems occur most often in the receipt of funds and this is being address with a new receivables system being design currently. 

The Administrative Office of the Courts will incur the largest cost in the development of a system of identifying and tracking fees, fines and judgments owed to the state and then the operating of a system for collection.  In the Administrative Office of the Courts there are three case management systems in Kentucky's courts. KyCts II is being implemented statewide to replace two outdated systems. KyCts II is not scheduled to be implemented statewide until March 2005. A new cash receipts/bookkeeping system is in process of being developed and will communicate solely with KyCts II. The receipt side of the program has been implemented in one county and is being tested now. The bookkeeping side of the program is not yet perfected and is not in use. Once both sides of the receipt/bookkeeping system are implemented then the receipt system will have the capability of communicating with KyCts II and an accounts receivable system is possible. 

Implementing the cash receipts system will require training 1,500 deputies and 130 bookkeepers statewide, which would be a significant cost to the AOC. The cost to AOC in order to conform to the guidelines of SB 228, therefore, would be significant.
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