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AN ACT relating to the collection of debts owed to government agencies.

Be it enacted by the General Assembly of the Commonwealth of Kentucky:

Section 1.   KRS 12.210 is amended to read as follows:

(1)
The Governor, or any department with the approval of the Governor, may employ and fix the term of employment and the compensation to be paid to an attorney or attorneys for legal services to be performed for the Governor or for such department.[ An attorney hired for the collection of revenue owed to the state by a resident shall not be hired by personal service contract.] The compensation and expenses of any attorney or attorneys employed under the provisions of this section shall be paid out of the appropriations made to such department as other salaries, compensation and expenses are paid, except when the terms of employment provide that the compensation shall be on a contingent basis, and in such event the attorneys may be paid the amount specified out of the moneys recovered by them or out of the general fund. If the Governor approves the employment, the terms of employment shall be duly entered by executive order upon the executive journal in the Office of the Secretary of State.

(2)
An attorney may be employed pursuant to the provisions of subsection (1) of this section to render legal services for one (1) or more departments, boards, program cabinets, offices or commissions.

Section 2.   KRS 45A.715 is amended to read as follows:

The Department of Revenue shall not enter into any personal service contract for the[ collection of revenue for the state or for the prosecution of any action or proceeding for the collection of delinquent taxes owed by a resident and the] assessment of omitted property owned by a resident.

Section 3.   KRS 131.030 is amended to read as follows:

(1)
The Department of Revenue shall exercise all administrative functions of the state in relation to the state revenue and tax laws, the licensing and registering of motor vehicles, the equalization of tax assessments, the assessment of public utilities and public service corporations for taxes, the assessment of franchises, the supervision of tax collections, and the enforcement of revenue and tax laws, either directly or through supervision of tax administration activity in other departments to which the department[ of Revenue] may commit administration of certain taxes.

(2)
The department[ of Revenue] shall have all the powers and duties with reference to assessment or equalization of the assessment of property heretofore exercised or performed by any state board or commission.

(3)
The department[ of Revenue] shall have all the powers and duties necessary to consider and settle tax cases under KRS 131.110 and refund claims made under KRS 134.580. The department[ of Revenue] is encouraged to settle controversies on a fair and equitable basis and shall be authorized to settle tax controversies based on the hazards of litigation applicable to them.

(4)
The department[ of Revenue] shall have all the powers and duties necessary to collect any debts owed to the Commonwealth that are referred to the department by an organizational unit or administrative body in the executive branch of state government, as defined in KRS 12.010, and by the Court of Justice in the judicial branch of state government under KRS 45.241.

(5)
(a)
For purposes of this subsection, "liquidated debt" means a legal debt for a sum certain which is final due and owing to the Commonwealth, all appeals and legal actions having been exhausted. "Liquidated debt" includes any delinquent taxes, fines, fees, and other moneys owed to the Commonwealth and qualifying under this paragraph, not including delinquent real and personal property taxes.

(b)
The department may enter into personal service contracts, as defined in KRS 45A.690, with outside entities for:

1.
The collection of, and the prosecution of any action or proceeding for the collection of, any liquidated debt; and

2.
The collection of any debts owed to the Commonwealth that are referred to the department under KRS 45.241.

(c)
A debt shall not be assigned to an outside entity for collection action pursuant to this subsection until:

1.
Written notice has been provided to the debtor, by first-class mail addressed to the debtor's most current address known to the department and with proof of mailing, including the following information:

a.
The existence of the debt;

b.
That the debt may be assigned to a collection agency for action thereon if not paid in full to the department within thirty (30) days of the date of the written notice; and

c.
The manner in which the debt may be paid by the debtor to prevent its assignment to a collection agency; and

2.
Thirty (30) days following the date the written notice was mailed to the debtor.

(d)
In addition to any other terms and conditions, a personal service contract entered into under this subsection:

1.
May allow for the assessment of a collection fee by the entity performing services under the contract. The amount of the fee shall not exceed twenty-five percent (25%) of the total amount of the outstanding debt, including any interest, penalty, and other accruals allowed by law, that is assigned to the entity for collection action under the contract. This fee shall be added to the amount of the outstanding debt and be payable by the debtor. For debts that have been referred to the department under KRS 45.241 and are then assigned to an outside entity for collection action pursuant to this subsection, the department shall waive its own collection fee, otherwise allowed under KRS 45.241, prior to the assignment; and

2.
Shall require that any outside entity that is a party to the contract shall be subject to the Fair Debt Collection Practices Act, Pub. L. No. 95-109, as amended, for the entire term of the contract.

Section 4.   KRS 131.130 is amended to read as follows:

Without limitation of other duties assigned to it by law, the following powers and duties are vested in the Department of Revenue:

(1)
The department may promulgate administrative regulations, and direct proceedings and actions, for the administration and enforcement of all tax laws of this state. To assist taxpayers in understanding and interpreting the tax laws, the department may, through incorporation by reference, include examples as part of any administrative regulation. The examples may include demonstrative, nonexclusive lists of items if the department determines such lists would be helpful to taxpayers in understanding the application of the tax laws.

(2)
The department, by representatives it appoints in writing, may take testimony or depositions, and may examine hard copy or electronic records, any person's documents, files, and equipment if those records, documents, or equipment will furnish knowledge concerning any taxpayer's tax liability, when it deems this reasonably necessary to the performance of its functions. The department may enforce this right by application to the Circuit Court in the county wherein the person is domiciled or has his or her principal office, or by application to the Franklin Circuit Court, which courts may compel compliance with the orders of the department.

(3)
The department shall prescribe the style, and determine and enforce the use or manner of keeping, of all assessment and tax forms and records employed by state and county officials, and may prescribe forms necessary for the administration of any revenue law by the promulgation of an administrative regulation pursuant to KRS Chapter 13A incorporating the forms by reference.

(4)
The department shall advise on all questions respecting the construction of state revenue laws and the application thereof to various classes of taxpayers and property.

(5)
Attorneys employed by the Finance and Administration Cabinet and approved by the Attorney General as provided in KRS 15.020 may prosecute all violations of the criminal and penal laws relating to revenue and taxation. If a Finance and Administration Cabinet attorney undertakes any of the actions prescribed in this subsection, that attorney shall be authorized to exercise all powers and perform all duties in respect to the criminal actions or proceedings which the prosecuting attorney would otherwise perform or exercise, including the authority to sign, file, and present any complaints, affidavits, information, presentments, accusations, indictments, subpoenas, and processes of any kind, and to appear before all grand juries, courts, or tribunals.

(6)
In the event of the incapacity of attorneys employed by the Finance and Administration Cabinet or at the request of the secretary of the Finance and Administration Cabinet, the Attorney General or his or her designee shall prosecute all violations of the criminal and penal laws relating to revenue and taxation. If the Attorney General undertakes any of the actions prescribed in this subsection, he or she shall be authorized to exercise all powers and perform all duties in respect to the criminal actions or proceedings which the prosecuting attorney would otherwise perform or exercise, including but not limited to the authority to sign, file, and present any and all complaints, affidavits, information, presentments, accusations, indictments, subpoenas, and processes of any kind, and to appear before all grand juries, courts, or tribunals.

(7)
The department may require the Commonwealth's attorneys and county attorneys to prosecute actions and proceedings and perform other services incident to the enforcement of laws assigned to the department for administration.

(8)
The department may research the fields of taxation, finance, and local government administration, and publish its findings, as the commissioner may deem wise.

(9)
The department may make administrative regulations necessary to establish a system of taxpayer identifying numbers for the purpose of securing proper identification of taxpayers subject to any tax laws or other revenue measure of this state, and may require the taxpayer to place on any return, report, statement, or other document required to be filed, any number assigned pursuant to such administrative regulations.

(10)
The department may, when it is in the best interest of the Commonwealth and helpful to the efficient and effective enforcement, administration, or collection of sales and use tax, motor fuels tax, or the petroleum environmental assurance fee, enter into agreements with out-of-state retailers or other persons for the collection and remittance of sales and use tax, the motor fuels tax, or the petroleum environmental assurance fee.

(11)
The department may enter into annual memoranda of agreement with any state agency, officer, board, commission, corporation, institution, cabinet, department, or other state organization to assume the collection duties for any debts due the state entity and may renew that agreement for up to five (5) years. Under such an agreement, the department shall have all the powers, rights, duties, and authority with respect to the collection, refund, and administration of those liquidated debts as provided under:

(a)
KRS Chapters 131, 134, and 135 for the collection, refund, and administration of delinquent taxes, including but not limited to the power to assign debts to outside entities for collection action under personal service contracts pursuant to Section 3 of this Act; and

(b)
Any applicable statutory provisions governing the state agency, officer, board, commission, corporation, institution, cabinet, department, or other state organization for the collection, refund, and administration of any liquidated debts due the state entity.

(12)
The department may refuse to accept a personal check in payment of taxes due or collected from any person who has ever tendered a check to the state which, when presented for payment, was not honored. Any check so refused shall be considered as never having been tendered.
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