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LS 6228 DATE PREPARED: Dec 28, 1998
BILL NUMBER: HB 1173 BILL AMENDED:  

SUBJECT:  Transfer of County Welfare Costs to State.

FISCAL ANALYST:  Alan Gossard
PHONE NUMBER: 233-3546       

FUNDS AFFECTED: X GENERAL IMPACT: State & Local
X DEDICATED

FEDERAL

Summary of Legislation: This bill eliminates property tax levies for public welfare, except for property tax
levies needed to repay loans and bonds issued to fund expenditures made before January 1, 2000, and levies
imposed to support county homes. The bill also transfers responsibility for funding welfare services to the
state. The bill provides that each county Office of Family and Children is part of the Division of Family and
Children. It also eliminates welfare reporting related to the county auditor. 

This bill also establishes the Human Services Committee to prepare any legislation needed to implement the
transfer of responsibilities from the counties to the state.

Effective Date:  July 1, 1999; January 1, 2000; March 1, 2001.

Explanation of State Expenditures:  This bill eliminates county funding of welfare and children’s services.
The estimated net additional expenditures to the state from the transfer of funding responsibility for welfare
and children’s services is estimated to be $153 million for FY2000, $322 million for FY2001, and $349
million for FY2002.

The county funds that are eliminated by this bill along with their associated 1998 property tax levies, as well
as the Motor Vehicle Excise Taxes and FIT that are apportioned to the welfare funds, are presented in the
following table.
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County Fund 1998 Levy

County Welfare Fund $11,231,579

County Family and Children Fund 175,540,584

County Welfare - HCI 41,161,495

County Welfare - Administration 32,087,954

County Welfare - Medical Assist. To Wards 8,819,162

Children w/ Special Health Care Needs 5,764,384

FIT to Welfare Funds (Est’d) 2,219,026

Excise Taxes to Welfare Funds (Est’d) 36,508,292

Total Statewide Levy $313,332,476

Beginning in CY 2001, the state would be responsible for the current gross county expenditures for welfare
and children’s services which are estimated at $189 million for FY2000 (first half of CY 2001), $397 million
for FY2001, and $427 million for FY2002. Child welfare expenditures experienced an average annual
increase of about 20% between 1987 and 1995. The projections, above, are based on estimated continued
growth in child welfare expenditures of about 5% per year reflecting the lower annual increases of the last
few years. Also, growth rates are based on the previous five years for the other funds and 2.5% growth is
assumed in costs for public assistance.

The State already contributes to this expenditure in the form of  property tax replacement credit (PTRC) and
homestead credit. Because of the overall reduction in county expenditures and the elimination of property
tax levies, the state payment for property tax replacement credit (PTRC) and homestead credit would be
reduced by about $36 million for FY2000 and $76 million for FY2001, and $78 million for FY2002. The
resulting net additional state expenditures (additional expenditures less PTRC and homestead credit) for
FY2000 are estimated to be $153 million, $322 million for FY2001, and $349 million for FY2002.

In addition, the following state funds are, thus, eliminated by this bill: (a) Medical Assistance to Wards Fund;
(b) State Welfare Fund; and (c) Institutional Clothing Fund. Unallotted monies in these funds on December
31, 1999, are to be transferred to the state General Fund.

The State Welfare Trust Clearance Fund is also established by this bill as a non-reverting fund administered
by the Division of Family and Children. This fund will replace the County Welfare Trust Clearance Funds.

In addition, the Human Services Study Committee is established by this bill. The Committee is composed
of 20 legislators and is to meet at least eight times per year. Per diem plus average travel costs for 20
legislators and eight meetings per year represent costs of $26,800 with full attendance.

Explanation of State Revenues: See Explanation of State Expenditures, above.

Explanation of Local Expenditures: See Explanation of Local Revenues, below. 
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Explanation of Local Revenues: (Revised) The counties will experience reduced net levies of $260 million
for CY2000, $287 million for CY2001, and $309 million for CY2002 on a calendar year basis. 

The reduced net levies, above, are equal to the reduced gross levies less the amount paid by the state for
PTRC and homestead credits. The gross levies are estimated to be $333 million for CY2000, $367 million
for CY2001, and $385 million for CY2002. PTRC and homestead payments are estimated to be $72 million
for CY2000, $79 million for CY2001, and $76 million for CY2002.

In addition to the elimination of the welfare funds and the shift in responsibility to pay for welfare and
children’s services, the FIT and Motor Vehicle Excise Tax monies that were apportioned to the welfare funds
can now be used for other purposes within the county. The estimated total revenues that are freed up for these
two taxes are about $46 million, statewide, for CY2000, $49 million for CY2001, and $54 million for
CY2002.

State Agencies Affected: Family and Social Services Administration

Local Agencies Affected: Counties

Information Sources: Jim Hmurovich, FSSA, 232-4705; State Tax Board.


