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MINUTES OF THE SENATE WAYS AND MEANS COMMITTEE

The meeting was called to order by Chairman Dwayne Umbarger at 10:35 A.M. on February 1,2006, in Room
123-S of the Capitol.

All members were present except:
Senator Carolyn McGinn- excused
Senator Jean Schodorf- excused

Committee staff present:
Jill Wolters, Revisor of Statutes Office
Michael Corrigan, Revisor of Statutes Office
Alan Conroy, Director, Kansas Legislative Research Department
Reagan Cussimanio, Kansas Legislative Research Department
Audrey Dunkel, Kansas Legislative Research Department
Susan Kannarr, Kansas Legislative Research Department
Judy Bromich, Chief of Staff
Mary Shaw, Committee Secretary

Conferees appearing before the committee:
Paul Johnson and Sister Therese Bangert, Kansas Catholic Conference

Jamie Corkhill, Policy Attorney, Kansas Department of Social and Rehabilitation Services

Others attending:
See attached list.

Bill Introductions

Senator Barone moved, with a second by Senator Teichman. to introduce a bill concerning nursing home
residents: relatine to the personal needs allowance (5rs1847). Motion carried on a voice vote.

Senator Teichman moved, with a second by Senator Betts, to introduce a bill concerning funding for long term
care home and community based services (5rs1819). Motion carried on a voice vote.

Senator Steineger moved, with a second by Senator Wysong, to introduce a bill concerning the Kansas water
office: establishing the water supply storage assurance fund (5rs1935). Motion carried on a voice vote.

Chairman Umbarger welcomed Paul Johnson and Sister Therese Bangert of the Kansas Catholic Conference
who presented an overview of child support enforcement observations and recommendations. Sister Therese
explained that the Kansas Catholic Conference has long had an interest in child support enforcement in the
years after welfare reform. She noted that the Conference’s bottom line concern regarding the child support
issue is that if children have both children involved in their lives they are heathier.

Mr. Johnson, Kansas Catholic Conference, provided information about the Kansas Payment Center
(Attachment 1). He noted that the Kansas Payment Center distributed $350 million in child support in 2004.
Mr. Johnson also addressed parts of the following information:

. In the SRS CSE system, only 54.4 percent of current monthly support in 2005 was paid.
. Legislation will be considered this session to provide case managers more collection tools.
. The Kansas Payment Center has made remarkable progress in now processing 165,000

payment distributions monthly with very few glitches.

. The child support system is incredibly important to the survival and well being of so many
Kansas families.

Unless specifically noted, the individual remarks recorded herein have not been transeribed verbatim. Individual remarks as reported herein have not been submitted to
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CONTINUATION SHEET

MINUTES OF THE Senate Ways and Means Committee at 10:35 A.M. on February 1, 2006, in Room
123-S of the Capitol.

Mr. Johnson explained that the Kansas Catholic Conference supports SB 420 for the following reasons:

§ the changes it makes to clarify the disbursement of cash

. this clarification allows SRS the opportunity to develop an in-house call center

. this clarification also allows SRS to handle unclaimed payments without suffering federal
penalties

Chairman Umbarger opened the public hearing on:

SB 420--Amendments to the Kansas payment center statute; repealing the sunset provision regarding
the state being fined for lack of compliance with title IV-D

Staff briefed the Committee on the bill.

Chairman Umbarger welcomed Gary Daniels, Secretary, Kansas Department of Social and Rehabilitation
Services, who introduced Jamie Corkhill, Senior and Policy Attorney, Child Support Enforcement Program,
Kansas Department of Social and Rehabilitation Services, who spoke in support of the bill (Attachment 2).

Ms. Corkhill explained that Key to the Kansas Payment Center’s ability to transmit child support rapidly is the
ability to accept and process checks that are not made payable to the Kansas Payment Center. She noted that
SB 420 corrects this oversight, and because it should have been in place back in 2000 when the Kansas
Payment Center began processing checks, the change is made retroactive to that date. Ms. Corkhill addressed
other information that is contained in her written testimony that applied to the bill.

Committee questions and discussion followed. There being no further conferees to come before the
Committee, the Chairman closed the public hearing on SB 420.

Senator Emler moved, with a second by Senator Wysong, to recommend SB 420 favorable for passage. Motion
carried on a roll call vote.

The meeting adjourned at 11:30 a.m. The next meeting was scheduled for February 2, 2006.

Unless specifically noted, the individual remarks recorded herein have not been transcribed verbatim. Individual remarks as reported herein have not been submitted to

the individuals appearing before the committee for editing or corrections. Page 2
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Testimony — February 1, 2005
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CHILD SUPPORT ENFORCEMENT
OBSERVATIONS & RECOMMENDATIONS

Chairman Umbarger and members of the committee:

The Kansas Payment Center distributed $350 million in child support in

2004.

The Department of Social and Rehabilitation Services Child Support 4-D
cases represented $150 million of that $350 million.

The Child Support Enforcement Statistics sheet before you is only SRS
data.

Comparable statistics for the complete $350 million does not now
exist.

Many states structured their child support systems to produce
statistics on all child support transactions.

Using SRS"s ratio of 1.31 children per case and that $150 million is
43% of the $350 million, the total number of children with child
support orders would be nearly 278,000 children.

This represents 30% of all children in Kansas.

In the SRS CSE system, only 54.4% of current monthly support in 2005
was paid ($7,944,810 paid out of $14,608,500 due).

SRS"s CSE caseload is 645 cases per worker. This is at least twice the
caseload per worker for timely establishment of child support orders
and adequate enforcement.

One proposal - that was included in the Governor’s budget to help
existing staff - is to create a customer service center to answer
inquiries from customers. This will allow SRS’s child support
caseworkers to more effectively process their cases.

Legislation will be considered this session to provide case managers
more collection tools.

These tools would include 1) drivers license suspension, 2) denial of
recreational licenses, 3) attachment of insurance proceeds and 4)
financial institution data match.

Most states have this data match with financial institutions.

The Kansas Payment Center has made remarkable progress in now
processing 165,000 payment distributions monthly with very few glitches.

MOST REVEREND RONALD M. GILMORE, S.T.L., D.D. MOST REVEREND JOSEPH F. NAUMANN, D.D. MOST REVEREND PAUL S. COAKLEY, S.T.L., D.D.

About cne-third of these payments are done via direct deposit with the
remainder made by check.
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Testimony — February 1, 2005
Senate Ways and Means
Paul Johnson

A few states are moving to systems of all direct deposit or the
issuance of a debit card. This could save Kansas quite a number of
dollars in wvarious check charges.

The—contract for the Kansas Payment Center will be re-bid in the near
future.

Just as SRS has installed electronic benefit systems for most of their
programs such as food stamps, SRS will at least move to electronic
benefit transfers for their cases in the Kansas Payment Center and
work more aggressively promoting direct deposit for the private cases
in the systemn.

The child support system is incredibly important to the survival and
well being of so many Kansas’ families.

This system deserves an in depth review and debate as to its
effectiveness.

On the enforcement end of this discussion, there should be a
comparison of the private and public organizations that enforce the
orders.

In some areas of the state enforcement is done in-house by SRS
(Wyandotte County and Western Kansas), in some areas this is done by
court trustee offices (Wichita and Johnson Ceounty) and in some areas
by private firms (Topeka and South East Kansas).

On the establishment of orders which is done in all SRS offices, many
states have moved to an administrative process where SRS workers would
function as fair hearing officers, provide opportunities for both
parents to state their case and start the child support in a more
timely fashion.

If either parent is unsatisfied with the order, an appeal to district
court is available.

In states with administrative process such as Iowa, only 10% of the
cases are brought to district court. The hope here is that this
process could be meore family friendly and the non-custodial parent
could present their own case without having to retain a lawyer.

With district courts under so much pressure from caseloads, this
change could alleviate some of that pressure but would not impact
divorce or visitation/custody cases.

In conclusion, the Kansas Catholic Conference supports SB420 for the
following reasons:

the changes it makes to clarify the disbursement of cash

this clarification allows SRS the opportunity to develop an in-house
call center

this clarification also allows SRS to handle unclaimed payments
without suffering federal penalties.

The Conference stands ready to work with this committee, an interim
committee and/or Legislative Post Audit to discuss the options and
opportunities to improve establishing child support orders and collections
while making the system as parent friendly as possible.

Thank you.



Child Support Enforcement Statistics

Ave. Total Caseload

Active Children
Ave. # Callection Officers
Ave Cases per Collection Officer

Cases with Financial Orders

% with Financial Orders

Cases with Current Support Ordered
% with Current Support Ordered

AP's with address or income and no order

Support Paid to Families

To Kansas Families

To Families in other States
Fees paid by Families

Ave. Current Suppert Due for the Month
Ave, Current Support Paid for the Month
Percent of Current Support Paid

Total Arrears due

Arrears Collected

Cases with Arrears Due (During the Year)
% of Cases with Arrears Due

Average Arrears

Cases with a Payment on Arrears (During Year)

Percent Paying on Arrears

TANF related cases

State Debt Only Case

Foster Care related cases

Non TANF Cases

Interstate Cases

% of Children with Health Insurance Order
Support Orders Established

% of TAF Recovered

TAF Cases Closed with support

Fiscal Year
2005
131,616

172.135
204
645

91,233
69.0%
65,421
49.7%

$122,970,832
$116,576,055
$6,394,777
$2,594,239

$14,608,500
$7,944,810
54.4%

$576,822,313
$48,672,827
93,985
71.4%

$7,121
98,855
62.3%

22,188
3,240
6,375

92,617
1:198

46.0%

10,332

35.2%

3,609

2004
134,115
172,138
210
640

89,061
66.4%
63,831
47.6%

12,519

$118,950,065
$112,779,315
$6,170,750
$2,619,591

$14,089,804
ST 7snes2
55.3%

$543,022,689
$47,839,797
92,038
68.6%
36,704
57,024

62.0%

21,400
4,107
6,434

83,783
8,381

35.0%
9,813
37.6%

3,326

2003
138,946

170,566
205
578

87,656
63.71%
61,915
44.6%

$115,5693,842
$109,757,343
$5,836,499
$2,663,325

$13,722,240
$7,554,714
55.1%

$523,730,245
$44,329,451
90,888
65.4%

55,468
61.0%

21,430
4,990
5,993

97,804
8,729

22.0%

8,013

3265
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Kansas Department of Social and Rehabilitation Services
Gary Daniels, Secretary

Senate Ways and Means Committee
February 1, 2006

SB 420 - Kansas Payment Center

Senator Umbarger and members of the Committee, | am Jamie Corkhill, a senior attorney
in the Child Support Enforcement program of the Department of Social and Rehabilitation
Services. Thank you for the opportunity to testify today about SB 420 regarding the
Kansas Payment Center and the Kansas Child Support Enforcement Program (CSE).

SB 420 concerns technical operations of the Kansas Payment Center. In Octoberof 2000,
the Kansas Payment Center (“the KPC"), a joint venture between CSE and the Office of
Judicial Administration, became Kansas' central unit for collection and disbursement of all
support payments. The KPC presently serves nearly 200,000 families and offers a number
of customer services statewide. Services include 24-hour access to payment and
disbursement information by phone or through the Internet, a toll-free customer service
center, and direct deposit of support disbursements. Taken together, these elements
enable families to monitor support payments independently and use up-to-date information
for planning and managing their household finances.

Key to the KPC'’s ability to transmit child support rapidly is the ability to accept and process
checks that are not made payable to the KPC. Kansas statutes have long provided a
limited power of attorney for endorsing and processing child support checks, so that
individual payees do not have to grant that permission every time a check needs to be
processed. The need for a similar statute for cases that have never had CSE involvement
was not identified at the time the KPC was created. This bill corrects that oversight and,
because it should have been in place back in 2000 when the KPC began processing
checks, the change is made retroactive to that date.

This limited power of attorney is purely for the purpose of endorsing and processing
support payments. It does not change how the KPC is required to handle two-party checks
nor who is entitled to receive disbursements. In no way does this bill authorize the KPC
“or SRS to keep any part of a Non-CSE support payment as a fee, nor does it interfere in
any way with district court trustee fees which may be applicable. Please note there is no
such thing as a "KPC fee" charged to families, just as there were no fees payable to the
clerks of court when those offices posted and disbursed support payments.

The second purpose of this bill is to adjust the existing language in K.S.A. 23-4,118 to
assure the standards for operating the Kansas Payment Center will apply appropriately,

SB 420 - Kansas Payment Center
Integrated Service Delivery- February 1, 2006
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Kansas Department of Social and Rehabilitation Services « Gary Daniels, Acting Secretary
Integrated Service Delivery

regardless of how resources are configured to fulfill KPC functions. The current law
addresses these standards only as terms required to appear in a single KPC contract,
creating uncertainty about how they apply if some KPC functions are not outsourced or if
there are multiple providers. Enactment of this measure wiil eliminate such ambiguity and
allow SRS the flexibility to administer the most cost-efficient, effective configuration of KPC
services possible.

The third change relates to the treatment of payments which cannot be distributed. When
any |V-D-related support payment becomes abandoned or unclaimed under state law,
federal law forces the IV-D agency to remit 66 percent of that amount to the federal
government. Consequently, under current law, SRS is required to transfer 100 percent of
the undisbursed payment to the State Treasurer under the unclaimed property act and pay
an additional 66 percent to the federal government. The proposed amendment would
prevent this unintended expenditure by making undisbursed child support an exception to
the unclaimed property act. The measure also requires SRS and the State Treasurer to
collaborate to assure that all appropriate outreach methods are used to try to locate the
true owner and deliver the property. We anticipate that, in the not-distant future, the
federal government will establish performance standards concerning delivery of
undisbursed collections, which will add further impetus to our efforts to locate the true
owner.

The final measure in this bill is repeal of K.S.A. 39-7,153, which is an automatic sunset
provision enacted back in 1997. It's purpose related to questions, now resolved, about the
validity of CSE requirements that were part of welfare reform. The effect, if the automatic
sunsets were triggered, would be to repeal numerous laws of general application scattered
throughout the statute books, including such diverse items as the section that makes
perjury a crime and the debtor protections that are part of the income withholding act.
Because the purpose of this statute has been served and the consequences of triggering
the sunsets are so large, we recommend that the statute now be repealed.

We are proud of the services that the Kansas Payment Center has provided to Kansas
families over the past five years and of our collaboration with the Office of Judicial
Administration. We want to continue to improve the quality and value returned for
customers of the KPC, and the measures in this bill will help us do just that.

This concludes my prepared remarks. | will be glad to stand for questions.

Note: Attached is a CSE Fact Sheet that provides background information about the Child Support
Enforcement Program and its recent achievements.

SB 420 - Kansas Payment Center
Integrated Service Delivery- February 1, 2006
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2005 CSE Fact Sheet

m  The Kansas Child Support Enforcement Program, operated under Title IV-D of the
——federal social security act, has two purposes: (1) to ease the taxpayers  burdenfor ———
public assistance to children not being supported by both parents, and (2) to promote
financial stability for the appalling number of children living in or near poverty. By
pursuing these goals CSE helps families become and remain independent of public
assistance, which in turn allows the State to extend its finite resources to more families
in need. CSE's work helps custodial parents expand their children's opportunities to
grow, learn, and develop their abilities to the fullest.

m  The Department of Social and Rehabilitation Services is the designated Title IV-D
(CSE) agency for the State of Kansas. CSE operates within the Integrated Service
Delivery Division of SRS. The CSE caseload consists of approximately 131,000 TAF
and Non-TAF cases serving over a quarter million people.

m The Kansas CSE Program is a multifaceted operation that combines state, county,
judicial, and private resources to meet detailed federal requirements concerning all
phases of operation. CSE services include:

O Locating absent parents and their assets;

O Establishing parentage, as needed;

O Establishing support orders, including medical coverage;

O Ensuring regular payment of support through income withholding orders;

0O Enforcing past due support through administrative action, such as interception
of federal and state tax refunds;

O Enforcing past due support through court action, such as garnishment of bank

accounts; and
O Modifying ongoing support orders, as needed, to reflect the child's current
needs and the parent’s ability to provide support.

m  CSE services are provided across Kansas by full and part-time SRS staff and by more
than 20 contractors. CSE's enforcement contractors are selected through competitive
procurement and presently include a county prosecutor, several district court trustees,
and a variety of private sector vendors. Other private contractors include the vendor
operating the Kansas Payment Center, a paternity testing laboratory, credit bureaus,
and process servers.

SB 420 - Kansas Payment Center
Integrated Service Delivery- February 1, 2006
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m  CSE cases fall into two broad categories:

O Temporary Assistance to Families (TAF). When a child’s custodian applies for

TAF (Temporary Assistance to Families), that child’s support rights are
assigned to the State. If CSE collects support in a TAF case, it is used to

reimburse the state and federal governments for public assistance provided to

the child's family. Any collections beyond the claim for reimbursement are

passed on to the family. If the TAF eligibility worker determines that monthly

child support collections for a family are regularly exceeding the monthly TAF

grant, the TAF cash grant may be ended. When that happens, appropriate

transitional services and supports for the family continue, including CSE

services.

O Non-TAF. Federal law requires the CSE Program to provide services to any
family, regardless of income, that applies for support enforcement services.
CSE is also required to provide Non-TAF services when a family stops
receiving cash TAF benefits, at the custodial parent's discretion. The idea is
to prevent the need for TAF and other forms of public assistance by insuring
reliable child supportincome, and to provide equal treatment under the law for
all children. It is important to note that nearly 2 out of 3 Kansas Non-TAF
families formerly received public assistance.

The CSE Non-TAF caseload also includes families receiving only Child Care
Assistance from SRS. When CSE successfully collects support in such a
case, current support (and any past due support that is not subject to an SRS
claim for reimbursement) goes to the family. Child supportincome enables the
family to make co-payments while eligible for Child Care Assistance and, after
Child Care Assistance ends, to pay independently for child care services from
the provider of their choice.

= Although SRS normally deducts a 4% cost recovery fee from Non-TAF collections,
families receiving Child Care Assistance, Medicaid, or Food Assistance are all exempt
from the fee. In addition, all CSE cases are automatically exempt from any district
court trustee fee that might otherwise apply.

m |n state fiscal year 2005, CSE’s total support collections topped $156 million, most of
which was passed on to families. Altogether, more than 1.8 biilion dollars of support
have been collected for families and taxpayers since the Kansas IV-D program’s
inception in 1976.

SB 420 - Kansas Payment Center
Integrated Service Delivery= February 1, 2006
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In state fiscal year 2005, CSE established over 9,800 child support obligations. The
Child Support Guidelines, used to calculate all current support orders in Kansas, call
for work-related child care expenses to be factored into the monthly support award, so

that the parent who pays for child care will receive a fair contribution toward that
expense from the other parent. Whenever appropriate, CSE also establishes a
medical support order that requires the noncustodial parent to provide group health
coverage for the child.

Paternity establishment by the CSE Program also plays a vital role in SRS’ mission.
Children benefit from having their parentage established because it opens the avenue
to cash and medical support from the second parent, assures them access to
complete family medical information, and paves the way for potential inheritance and
other rights. It also gives the child certainty about his or her family background, which
is so important to the child’s emotional development and confidence.

Federal rules permit TAF cash assistance to be ended when current support payments
regularly exceed the cash grant. Such closures provide significant advantages to the
State, allowing scarce public assistance resources to be focused on the people most
in need. CSE services to the former TAF family continue automatically, providing a
safety net that reduces the risk of the family returning to dependence on public
assistance. This is especially important for people affected by the five-year lifetime
limit on TAF eligibility.

Whenever CSE secures regular child support income for a household receiving Child
Care Assistance, the State also has the opportunity to stretch its limited resources to
help more families - including families who do not have the option of child support
income from an absent parent. Regular, dependable child support income gives a
working family greater assurance that, regardless of the ups and downs of public
human services, they will be able to purchase the child care services that they need.

In October 2000 the Kansas Payment Center (KPC), a joint venture of CSE and the
Kansas Office of Judicial Administration, became Kansas' central unit for collection
and disbursement of all support payments. The KPC offers a number of customer
services statewide that were not feasible before 2000. Examples include 24-hour
access to payment and disbursement information by phone or through the Internet, a
toll-free customer service center, and direct deposit of support disbursements. Taken
together, these elements enable families to monitor support payments independently
and use up-to-date information for planning and managing their own household
expenses.

SB 420 - Kansas Payment Center
Integrated Service Deliverys February 1, 2006
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m Historic information about the Kansas CSE Program:

State FY 2002 State FY 2003 State FY 2004 | State FY 2005

CSE cases 150,204 144 544 134,115 131,616
Total $143.1 million $146.8 million $151.7 million $156.3 million
collections

State's $15.3 million $15.7 million $17.2 million $16.8 million
share

SB 420 - Kansas Payment Center
Integrated Service Delivery- February 1, 2006
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