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EXECUTIVE SUMMARY

Purpose

This report provides information about findings made during the course of work performed for the Federal Office of Child Support Enforcement (OCSE) under contract with the Center for the Support of Families (CSF).  The Task Order involved an analysis of Undistributed Collections (UDC) in Missouri, Massachusetts, Tennessee, Michigan and Philadelphia, Pennsylvania, resulting in a Technical Assistance Plan and consultations with each of the jurisdictions regarding recommendations for UDC reduction strategies.  Also contained in this report is information obtained from a UDC reduction project conducted in Washington DC, which had contracted separately with CSF to analyze its UDC.  

Background

Concerned by the rising levels of UDC nationwide, the Federal Office of Child Support Enforcement (OCSE) sought to understand the causes of UDC and to identify successful practices in those states and jurisdictions reporting low levels of UDC.  To gain additional knowledge about UDC, in FFY 2000, OCSE and its regions held a series of conference calls with an informal group of state child support program directors and staff to identify UDC categories and causes, and to discuss ways in which the states and jurisdictions could reduce UDC.  
At the same time, OCSE contracted with Policy Studies, Inc. (PSI), and with the Center for the Support of Families (CSF) to work on tasks associated with the study and reduction of UDC.  PSI worked with the largest states to devise UDC reduction strategies.  CSF conducted research on UDC including a review of best practices.  Armed with the findings from these efforts, OCSE and contract staff presented guidance on UDC root causes and prevention methods at many national and regional conferences.

Yet the level of UDC continued to climb and, in 2001, OCSE began to design a task order that would provide for direct, hands-on technical assistance to jurisdictions experiencing high levels of UDC.  In FFY 2002, OCSE contracted with the Center to provide technical assistance to selected jurisdictions.  The goal of this technical assistance project was the reduction of accumulated UDC and prevention of accumulations, to the extent feasible, in the future.  The criteria for the selection of the jurisdiction took into account the amount of UDC, UDC as a percentage of collections, and other factors that might affect the jurisdiction’s ability to participate in the project, including the state’s expressed interest in receiving technical assistance. 

Also, in July 2002, OCSE announced the availability of section 1115 demonstration grant funding
 for projects aimed at reducing and limiting the amount of UDC.  OCSE awarded section 1115 demonstration grants relating to UDC to Indiana, Texas and the District of Columbia. 
Study

A technical assistance plan was developed for each of the states studied (Missouri, Massachusetts, Tennessee, Michigan and Philadelphia, Pennsylvania).  The recommended strategies were based on problems identified by the contractor and jurisdiction staff and successful steps taken by other jurisdictions to reduce UDC (such as laws, best practices, training material and potential technology transfers.)  On the last day of the on-site visit to each site, the contractor staff asked jurisdiction staff to brainstorm solutions to reduce UDC.  These solutions were also included as strategies in the technical assistance plan.  In follow-up calls with jurisdiction staff, the contractor found that jurisdictions implemented the strategies they liked if the resources were available. Strategies that were not implemented usually involved additional staff or systems changes that the jurisdictions were unable to fund. </SPAN></SPAN>
Direct technical assistance (TA) to individual states using contract staff was costly and had to be limited.  However, since the findings and recommendations for a number of UDC categories in the draft technical assistance plans were similar, OCSE Technical Assistance staff determined the strategies could benefit all jurisdictions. This resulted in a series of OCSE National UDC conference calls with a representative from every jurisdiction invited.  During the calls, draft findings were discussed and jurisdictions presented information on successful strategies to prevent and manage UDC. 
Contractor staff and the OCSE project officer reviewed each TA plan with the jurisdiction to identify which strategies could be implemented and the level of TA needed. Most TA was provided through follow-up calls between contractor staff and jurisdiction staff.  However, Massachusetts received direct TA for locate, future payments, and overpayments through a questionnaire developed by the contractor and sent to all state IV-D Directors by  Massachusetts.  The Contractor assisted Massachusetts in evaluating the responses. Also, Michigan received direct TA for an analysis of their IRS offset collections.  
Findings

Before beginning an analysis of UDC in any of the jurisdictions, a critical first step was to develop a working set of UDC categories that could be used to gauge the nature of UDC in any of the state or local programs.  To accomplish this task, the contractor worked in conjunction with OCSE and the National Council of Child Support Directors (NCCSD) to develop a list of standardized UDC categories   The categories differed slightly from those described in the Schedule UDC instructions.  For the purposes of this report, we have sorted each of the jurisdiction’s UDC into the categories described in the Schedule UDC instructions. Two of the six jurisdictions were not included in the comparative analysis section of this report.  Philadelphia is a local jurisdiction in which staff did not track or work all the categories.  Michigan was converting its SDU at the time of this contract and did not have complete data for the same time period.
· Based on our study of data from four separate jurisdictions, the largest accumulations of UDC tend to occur in the Schedule UDC categories of (1) Future Support, (2) Pending Resolution of Legal Dispute, (3) Pending Location of CP/NCP, and (4) Other Remaining Undistributed.  

In our comparison of the four jurisdictions (Massachusetts, Missouri, Tennessee and Washington, DC), UDC was the most prevalent in the Schedule UDC categories of Future Support, Pending Resolution of Legal Dispute, Pending Location of CP/NCP, and Other Remaining Undistributed.  In addition, across all four jurisdictions the category “Other Remaining Undistributed” accounted for, on average, almost half of the UDC residing in these jurisdictions.  To better describe what may be contained in this larger portion of UDC, states should independently track common subsets of UDC contained in this category, such as overpayments, closed cases, and manual holds.
· Future Support needs to be clearly defined in state policy and distinguished from “Overpayments” (Other Remaining Undistributed).   

Some of the jurisdictions we studied combined both future support and overpayments into one category.  States will need to clearly define UDC in policy, sort through the collections contained in the broader categories to properly characterize UDC under the Schedule UDC categories, and provide training to caseworkers on how the categories are defined and payments properly dealt with to help manage UDC.  

· Collections held under the category “Pending Resolution of Legal Dispute” are most often worker-generated and thus have the potential for misuse.  

Many of the holds meeting the definition of “Pending Resolution of Legal Disputes” are worker-generated, especially in those cases where an appeal has been filed.  If there is no automated way to release these holds on a date-certain, payments may be held longer than necessary.  It is important that states monitor the use of these holds, and automate the release of these holds, wherever possible.  
· The best overall UDC reduction strategies involve the use of a project team, intensive case clean-up efforts, and ongoing management attention from the top down. 

While a number of UDC reduction strategies have been shown to reduce UDC in specific categories, the best overall reduction strategies involve the use of a project team, intensive case clean-up efforts, and ongoing management attention from the top down.  

I. INTRODUCTION

Background

Since the implementation of new child support enforcement tools in 1996, states have realized large increases in child support collections.  As collections grew, so did the level of undistributed collections (UDC).  In FFY 1999, $545M went undistributed in a timely fashion.  In FFY 2001, the UDC figure had increased to $738M.

Concerned by the rising levels of UDC nationwide, the Federal Office of Child Support Enforcement (OCSE) sought to understand the causes of UDC and to identify successful practices in those states reporting low levels of UDC.

In 2001, OCSE began to design a task order that would provide for analysis and technical assistance to jurisdictions experiencing high levels of UDC.  In FFY 2002, and under open competition, OCSE contracted with the Center for the Support of Families (CSF) to analyze UDC and provide technical assistance to selected jurisdictions.  

OCSE also funded a number of jurisdiction-initiated projects to address UDC.  In July 2002, OCSE announced the availability of section 1115 demonstration grant funding
 for projects aimed at reducing and limiting the amount of UDC.  OCSE awarded section 1115 demonstration grants relating to UDC to Indiana, Texas and the District of Columbia.  
OCSE has not been the only entity funding and participating in UDC projects; states and other agencies/organizations have conducted some of their own UDC-related analyses and activities.  These activities will be more fully described later in this report.  Although increased attention to UDC by Federal and state partners has led to the lowering of UDC to $479M by FFY2004, more remains to be done.

Objectives of This Report

How Is UDC Categorized and Managed?

First we will discuss how states and local jurisdictions categorize UDC, and the challenges the states face in managing specific types of UDC.      

Incidence of UDC by Category for Four Jurisdictions

In this section, we will examine the amounts of UDC within the categories for each of  the four jurisdictions of Massachusetts, Missouri, Tennessee and Washington DC, to determine where the biggest UDC management issues may exist.  We will also discuss various strategies that may be employed by the jurisdictions to help reduce UDC in the more problematic categories.  

Reduction Strategies that Work: State Practices Producing Results

After examining UDC within the four jurisdictions, we will discuss practices that some states and local jurisdictions have implemented that have had a positive impact in reducing or preventing accumulations of UDC.  We will explore management policies and organization configurations, as well as technological solutions.  

Future Challenges in UDC Management

Imperative in the management of UDC is the anticipation of future changes in workload, policies, and procedures that may have an impact on UDC.  We will discuss anticipated changes in child support policy and reporting requirements with a focus on how to minimize the impact these changes may have on UDC. 

 II. HOW IS UDC CATEGORIZED AND MANAGED? 

An accurate accounting of UDC is important to the management, reduction and prevention of UDC.  In this section, we will explain how the new Schedule UDC categories are defined.  We will also discuss where jurisdictions may face challenges in sorting their current UDC into the new categories.  

Our information regarding the challenges jurisdictions may face in categorizing UDC is based on our analysis conducted in recent projects relating to UDC.  

Standardized UDC Categories

Before beginning an analysis of UDC in any of the jurisdictions, a critical first step was to develop a working set of UDC categories that could be used to gauge the nature of UDC in any of the state or local programs.  To accomplish this task, the contractor worked in conjunction with OCSE and the National Council of Child Support Directors (NCCSD) to develop a list of standardized UDC categories.  A description of these categories can be found in Appendix A.  

While we initially organized our analysis of each jurisdiction’s UDC categories around the categories shown in Appendix A, it is important to note that a new version of the OCSE-34A report now exists that contains similar, though not identical, UDC categories.  Additionally, states began submitting a new attachment to the OCSE-34A report, the Schedule UDC, beginning with the first quarter of FFY 2005.  A copy of the Schedule UDC and its instructions is shown in Appendix B.  

To facilitate a discussion most relevant to the current UDC reporting requirements, we have provided a chart in Appendix C that crosswalks between the UDC categories in Appendix A, and the categories in the instructions for the new Schedule UDC.  For the purposes of this report, we have sorted each jurisdiction’s UDC into the categories described in the Schedule UDC instructions.

Analysis of UDC in Six Separate Jurisdictions

The Task Order involved an analysis of Undistributed Collections (UDC) in Missouri, Massachusetts, Tennessee, Michigan and Philadelphia, Pennsylvania, resulting in a Technical Assistance Plan and consultations with each of the jurisdictions regarding recommendations for UDC reduction strategies. Also contained in this report is information obtained from a UDC reduction Section 1115 demonstration grant conducted in Washington, DC, which had contracted separately with CSF. 

Using the UDC data that we analyzed from these six jurisdictions, we discuss the typical characteristics of UDC in each of the Schedule UDC categories, and the challenges we faced in sorting the jurisdictions’ UDC categories into the Schedule UDC categories.  Following this discussion, we compare and contrast the incidence of UDC within the Schedule UDC categories across four of these jurisdictions, and highlight strategies that states can implement to help to reduce UDC in some of the more problematic categories.  

Categories Used by the Jurisdictions 

To gather data about UDC, we conducted a site visit in each of the six jurisdictions.   During each of the site visits, state and/or local child support program management staff provided us with reports which included descriptions of UDC categories used by the jurisdiction, and amounts of UDC on hold.  During the site visit, we also obtained additional information through interviews, observations of current processes, and reviews of any other applicable reports.  After the site visit, program staff provided us with updated data on accumulated UDC.  

One of the more complex tasks in analyzing the UDC for each of the jurisdictions was the sorting of the jurisdiction’s existing UDC categories into the Schedule UDC categories.  Below is a discussion about how decisions were made in this sorting exercise.  We have organized our discussion around each of the Schedule UDC categories.

Categories for Reporting Purposes: OCSE 34A Report, Schedule UDC 

Line 1: Undistributed Collections Pending Distribution

This first subcategory of UDC is defined in the instructions to the Schedule UDC as follows:  

Line 1 

Undistributed Collections Pending Distribution


The undistributed collections that have been identified and allocated to a particular account and which the State reasonably expects to distribute and disburse through normal processing at a date certain or a date determined by law in the near future.  (This amount is carried from – and is equal to – the amount reported on Line 9c of Form OCSE-34A.  This amount is also equal to the sum of Lines 2 through 6, below.)

The characteristics of UDC reported on Line 1 as described above demonstrate the importance of accurately categorizing UDC.  Collections reported under this category should be less problematic for the states because these collections have already been distributed to a case.  Some collections await disbursement on a date certain.  The remaining collections in this category need routine identification and distribution prior to disbursement.  

By contrast, UDC reported on Line 7, as discussed below, consists of collections being held pending further research.  The research requirements for collections reported on Line 7 can be more problematic for the states, depending on the resources needed to resolve this type of UDC.  

The process of quantifying both types of UDC (lines 1 and 7) requires states to sort held collections into the subcategories contained under lines 2 through 6, and lines 8 through 12, as described in the instructions to the Schedule UDC.  Below, we discuss how we sorted the UDC for the six jurisdictions we examined, according to the descriptions contained in the instructions to the Schedule UDC.

Line 2: Collections Received Within the Past Two Business Days 

None of the jurisdictions maintained reports showing UDC in this particular subcategory, though most indicated that the figure was included in the total UDC reported on the OCSE-34A report.  This distinction makes sense: There is little reason to track this type of UDC on management reports, if the collections are in process and are not really being held.  

It is important to note that collections reported under Line 2 should not include collections otherwise categorized under the Schedule UDC.  For example, if an IRS tax offset collection from a joint return was received within the past two business days, but would otherwise be held under Line 3, it should not be included under the figure reported on Line 2.     

 Line 3: Collections from Tax Offsets Being Held for Up to Six Months
Many jurisdictions had multiple UDC hold codes that referenced state or federal income tax refund offsets.  Under federal law, states are only authorized to hold federal income tax refund offsets for up to six months.  

When any of the jurisdictions we studied included UDC identified as a state tax refund offset hold, we chose to place these collections under Line 5, Collections Being Held Pending the Resolution of Legal Disputes, because these collections typically were released on a date certain, and required no additional resolution by the child support agency.  

Line 4: Collections Received and Being Held for Future Support

In most of the jurisdictions, only one hold code was used to designate UDC held for future support.  However, there were some jurisdictions that maintained a number of subcategories described as “Future Support” that more appropriately should have been categorized as Other Collections Remaining Undistributed (Line 12).  

For example, in one jurisdiction we found a hold code described as Enforced Futures: Collection Hold where Income Tax Refund, Administrative Offset, or UCB Withholding Amount Exceeds the Amount Owed.  In these cases, a refund is most likely appropriate, especially if the collection is a federal income tax refund offset.  

The instructions for the Schedule UDC make this distinction clearly.  The instructions define Collections Received and Being Held for Future Support as “the portion of the [UDC] … that exceeds the amount due for current support and any arrears and is intended as support for a future month.  It is expected that the amounts reported on this line will be disbursed during one or more months following the end of the current quarter.”
  In other words, the overage is designated as future support, and not merely an overpayment that could be applied to future months.  
Line 5:  Collections Being Held Pending the Resolution of Legal Disputes

Most of the jurisdictions had a number of categories that fit the description of Collections Pending the Resolution of Legal Disputes.  In Appendix D, we show examples of the types of holds the jurisdictions used that meet the definition of this subcategory.  

We found a number of challenges in sorting a jurisdiction’s existing categories into this standardized category.  First, many of the jurisdictions use manual holds to place funds on hold under this category.  If safeguards are not in place, workers may use this type of hold to prevent a disbursement for other reasons (such as a case audit, or other accounting type activities).  By not accurately categorizing UDC, delays in resolving the case issues that keep the collection on hold may result.  

The second challenge to sorting a jurisdiction’s UDC into this Schedule UDC category involves the duration of the hold.  As seen in Appendix D, at least one jurisdiction may hold a collection under this category for up to six months.  While this time period may be acceptable for a hold pending the outcome of a judicial appeal, shorter hold periods could be used for circumstances such as administrative appeals, or a contested bank levy.  

One jurisdiction argued that anytime they are holding a payment that will be automatically released by the system on a date certain, such a payment should be classified under this category of UDC.  Staff from this jurisdiction reasoned that, since the payment will be released without any intervention by the caseworker, this type of UDC should be reported on Line 5 of the Schedule UDC.  Since the caseworker can extend the hold at anytime prior to the scheduled release date, a more appropriate category based on the definitions for the Schedule UDC should be selected.
Line 6:  Collections Being Held Pending Transfer to Other State or Federal Agency

Collections held under this category are typically those held pending transfer to the TANF, Foster Care, or Medicaid agencies.  If the collections are expected to disburse within two business days, they should be reflected in Line 2 of the Schedule UDC, rather than under Line 6.  
In most of the jurisdictions we studied, these collections were immediately transferred to the other agency after receipt.  Only two jurisdictions maintained distinguishable hold codes for this category.  Additionally this category comprised less than one percent of the UDC held by these jurisdictions.  
Line 7:  Undistributed Collections Unresolved

This second subcategory of UDC is defined in the instructions to the Schedule UDC as follows:  

Line 7 

Undistributed Collections Unresolved


The undistributed collections that either have not been fully identified or allocated and do not have a definite disbursement date due to insufficient information.  (This amount is carried from – and is equal to – the amount reported on Line 9d of Form OCSE-34A.  This amount is also equal to the sum of Lines 8 through 12, below.)

Below, we discuss how we sorted the UDC for the six jurisdictions we examined, according to the descriptions contained in the instructions to the Schedule UDC for lines 8 through 12.
Line 8:  Unidentified Collections

Hold categories used in the jurisdictions that met the definition of Unidentified Collections included the following types of labels:  Suspense, Missing SSN, Unidentified, and Unidentifiable.  Two jurisdictions had numerous hold codes for unidentified payments, based on the source of the payment (tax offset, interstate, levy, disability insurance, etc.).  

This type of UDC was typically resolved by State Disbursement Unit (SDU) staff, rather than caseworker staff, since the SDU had access to the payment document and any remittance advice or backup documents.  In those jurisdictions where the SDU was contracted out, often the contract between the SDU and the IV-D agency contained specific performance criteria with respect to the percentage of unidentified payments on hold.  SDU vendors were expected to resolve any unidentified payments within a short time-frame, and if the contracted performance measures were not met, the IV-D agency could impose financial penalties on the vendor.  

All of the jurisdictions had procedures in place to quickly resolve unidentified payments.  Because of these procedures, and perhaps because of the contracted performance standards, UDC in this category did not appear to pose a significant problem for any of the jurisdictions we studied.   

Line 9:  Collections Being Held Pending the Location of the Custodial or Non-Custodial Parent

The jurisdictions we studied held collections meeting the definition of this category fairly uniformly.  In all of the jurisdictions, there were three or fewer hold codes used to identify payments held pending the location of the payee.     

This particular type of UDC was of concern to every jurisdiction.  All jurisdictions sought to find new automated solutions for locating the payee and payer.  Many struggled with those automated solutions already in place, not certain if the address information provided by the automated source was valid, or whether staff needed to perform an independent verification of the address.  In one jurisdiction, the IV-D agency required custodial parents to appear at the agency office, in person, with sufficient photo identification, before the agency would update the custodial parent’s address.  This would slow the process of disbursing payments for those families whose addresses have not been kept current.  

Line 10:  Collections Disbursed but Uncashed and Stale-Dated

Most of the jurisdictions did not have a specific UDC hold code that included payments uncashed and considered stale-dated and non-negotiable.  More than one jurisdiction had a category that included both uncashed checks, and checks returned from the post office where the agency had requested a stop payment on the check.

A payment with a check that has been returned by the post office should more appropriately be categorized under a Pending Locate (Line 9) hold.  Under the Schedule UDC, it is anticipated that Line 10 type UDC would be held “only until the collection is re-disbursed to a parent at a reliable address or until the amount is recharacterized as Pending the Location of the Parent and transferred to Line 9 of this report.
  
Line 11:  Collections with Inaccurate or Missing Information

Most of the collections held this Schedule UDC category were interstate payments that lacked necessary information, or collections showing information submitted with the payment did not match information in the state system.  Some jurisdictions lumped collections into an “unidentified” category, which included collections in which the SDU needed to follow-up with the employer remitting the payment.  

The instructions for the Schedule UDC indicate that collections reported on Line 11 will remain undistributed “for an indefinite period until all necessary and accurate information becomes available or until the collection meets the State criteria to be escheated.”
  Thus, some collections reported on Line 11 may eventually become abandoned property, and such amounts may be moved from lines 9, 9b and 9d on the OCSE-34A report (and Line 11 on the Schedule UDC), to Line 9a on the OCSE-34A report.  
Line 12:  Other Collections Remaining Undistributed

Within this category of UDC are all other collections on hold that cannot be placed in any of the previous categories.  According to the instructions for the Schedule UDC, these collections may also be held “for an indefinite period until … the collection meets the State criteria to be escheated.”

To sort the jurisdictions’ UDC into this category, we looked for holds that required intervention on the part of the caseworker to ensure that a case was set up properly to process the distribution.  The following are some reasons why a payment may be held under this category:

· No order posted to the case; 

· No arrears to which to apply a payment exceeding current support;

· No cases set up on the automated system;

· Distribution delayed pending case audit; or

· Action required to refund an overpayment to the non-custodial parent. 

The number and types of holds under this category were numerous among the jurisdictions, as can be seen in the examples shown in Figure 4.  
One critical feature of this type of UDC is that, for many jurisdictions, the hold is often set manually by a caseworker.  However, whenever a human component is inserted into an automated process, the automated system may not operate as intended.
It is critical that states review state policy and procedures regarding when caseworkers may use manual holds.  Also, states should closely monitor the use of manual holds on an ongoing basis to determine if caseworkers are using them as a system “workaround” to hold a payment that should otherwise not be held.  
Unfortunately, the resolution of UDC created by manual holds often requires expensive, and labor-intensive remedies.  Later in this report, we address the types of strategies that may be implemented to resolve UDC under this category.   

III. Comparisons of UDC Incidence Among Jurisdictions
In the previous section of this report, we provided descriptions of the types of UDC typically found that meet the definitions of the Schedule UDC categories.  In this section, we examine the amounts of UDC within the Schedule UDC categories for four of the jurisdictions to determine where the biggest UDC management issues may exist.  We also discuss various strategies that may be employed by the states to help reduce UDC in the more problematic categories.  

Incidence of UDC by Category for Four Jurisdictions

Below, we show the prevalence of each of the categories for four of the jurisdictions we studied.
   

FIGURE 1:  UDC Distribution Among Categories in Four Jurisdictions
 

	Jurisdiction
	A
	B
	C
	D
	AVG

	Undistributed Collections Pending Distribution

	Received within Past 2 Business Days
	0.00 %
$ 0.00
	0.00 %
$0.00
	0.00 %
$0.00
	0.00 %
$0.00
	0.00 %

$0.00

	IRS Tax Offset Collections
	3.45 %
$ 65.9 K
	8.23 %
$ 1.96 M
	12.91 %

$ 742.9 K
	5.90 %
$ 1.39 M
	7.56 %

$ 1.04 M

	Future Support
	8.08 %
$ 154.3 K
	2.01 %
$ 477.3 K
	8.22 %
$ 473.0 K
	19.50 %
$ 4.60 M
	10.37 %

$ 1.43 M

	Pending Resolution of Legal Dispute
	0.00 %
$ 0.00
	0.11 %
$ 25.3 K
	41.90 %
$ 2.41 M
	30.47 %
$ 7.19 M
	17.49 %

$ 2.41 M

	Pending Transfer to Other Agency
	0.00 %
$ 0.00
	0.00 %
$ 0.00
	0.16 %
$ 9.30 K
	0.51 %
$ 120.0 K
	0.23 %

$ 32.3 K

	Undistributed Collections Unresolved

	Unidentified Collections
	0.66 %
$ 12.6 K
	2.13 %
$ 505.9 K
	0.00 %
$ 0.00
	0.65 %
$ 154.3 K
	1.22 %

$ 168.2 K

	Pending Location of CP/NCP
	27.67 %
$ 528.3 K
	10.44 %

$ 2.48 M
	11.22 %

$ 645.9 K
	9.93 %
$ 2.34 M
	10.90 %

$ 1.50 M

	Uncashed and Stale-Dated
	9.72 %
$ 185.6 K
	0.00 %
$ 0.00
	12.09 %

$ 695.9 K
	5.56 %
$ 1.31 M
	3.99 %

$ 548.4 K

	Inaccurate or Missing Information
	16.54 %

$ 315.8 K
	0.69 %
$ 163.8 K
	0.08 %
$ 4.32 K
	0.77 %
$ 181.7 K
	1.21 %

$ 166.4 K

	Other Remaining Undistributed
	33.88 %
$ 646.8 K
	76.40 %
$ 18.18 M
	13.42 %

$ 772.3 K
	26.70 %
$ 6.30 M
	47.04 %
$ 6.47 M


Based on the above data, the average amounts of UDC in each of the categories across the four jurisdictions can be summarized as shown in the figure below:

FIGURE 2:  Average Amounts of UDC by Category Across Four Jurisdictions


[image: image3]
As can be seen above, UDC was most prevalent in four categories: (1) Future Support [10.37 percent], (2) Pending Resolution of Legal Dispute [17.49 percent], (3) Pending Location of CP/NCP [10.90 percent], and (4) Other Remaining Undistributed [47.04 percent].  Although at other times of the year it is more prevalent, the category of Tax Offset Collections was not among the largest categories in this March 2003 snapshot, since federal income tax refund offset collections typically peak in June of each year.  

Discussion:  Future Support 
The categorization of “Future Support” for UDC purposes can be deceptive.  While states may be identifying as Future Support any amounts on hold that exceed what is owed on a case, states may also be including in these amounts collections that are more appropriately categorized as “Overpayments.”  Future Support should be limited to amounts equal to one or two months’ worth of current support.  If the amounts held exceed this threshold, the state should examine the holds closely to determine if the UDC really is Future Support.
  It is important that states make a clear distinction between true Future Support and Overpayments by defining both in state policy, and by implementing this policy through training and systems design.  

One example from Jurisdiction A serves to illustrate this distinction.  In Jurisdiction A, amounts held for Future Support included a category called “Wage Payment Awaiting Charge.”  There are several reasons for payments in this category.  First, an employer’s pay cycles may be such that payments are sent at the end of each month and these payments will not roll out until current support for the following month becomes due.  While this creates an ongoing “Future Support” situation in these cases, states may choose to continue this pattern of receipt and disbursement for policy reasons, to ensure the family receives child support at the beginning of the month.

A second reason that payments may be held under “Wage Payment Awaiting Charge” may be an employer’s pay cycles. An NCP may be paid weekly or biweekly and, depending on the number of pay periods in a month, the support collected may be more or less than the monthly support obligation.  Below is an illustration of how this might occur:

FIGURE 3:  Employer Pay Cycle Example  

Scenario:  Current Support $100 per month, beg. 3/1/2005; Payroll every Friday; Weekly Wage Withhold = $23.08 (($100 X 12)/52)

	Month/Pay Periods
	Current Support Owed
	Future Support Credit
	Arrears Owed
	Amt Paid

	March / 4 pmts
	$100
	$0.00
	$0.00
	$92.32

	April / 5 pmts
	$100
	$0.00
	$7.68
	$115.40

	May / 4 pmts
	$100
	$7.72
	$0.00
	$92.32

	June / 4 pmts
	$100
	$0.04
	$0.00
	$92.32

	July / 5 pmts
	$100
	$0.00
	$7.64
	$115.40

	August / 4 pmts
	$100
	$7.76
	$0.00
	$92.32

	Sept / 5 pmts
	$100
	$0.08
	$0.00
	$115.40

	Oct / 4 pmts
	$100
	$15.48
	$0.00
	$92.32

	Nov / 4 pmts
	$100
	$7.80
	$0.00
	$92.32

	Dec / 5 pmts
	$100
	$0.12
	$0.00
	$115.40

	Jan / 4 pmts
	$100
	$15.52
	$0.00
	$92.32

	Feb / 4 pmts
	$100
	$7.84
	$0.00
	$92.32

	TOTALS
	$1200
	$0.16
	$0.00
	$1200.16


In the above example, the NCP’s case showed a credit in 9 of the 12 months of the year.  These credits were applied to whatever may be owed in months where there were only four pay periods.  

The way this scenario plays out in those months where the NCP shows a credit, some states would report these amounts as Future Support.  In other states, the overage may either be paid to the CP or refunded to the NCP, depending on state policy.  Since many employers utilize a weekly or bi-weekly payroll cycle, the amounts reported as Future Support could be significant if a state receives payments from a number of large employers (e.g., those jurisdictions with a large federal or state government workforce, and/or with employers such as Boeing, Wal-Mart, Pfizer, etc.).  Tracking this type of Future Support can serve to help explain large increases in Future Support during the months in which Future Support credits are carried forward.  

While pay cycles may contribute to part of the UDC contained in “Wage Payment Awaiting Charge,” another contributor to payments held under this category could be wage withholding orders that need to be modified downward after all arrears are paid in full, or when current support is no longer owed.  In these types of situations, the payments are not intended for future support but are instead overpayments.  These payments should be categorized under “Other Remaining Undistributed” and should be promptly refunded to the NCP.  

It should be noted that in Jurisdiction D, the two categories used to identify future support also included a description which warned of a “potential overpayment.”  In fact, future support comprised almost 20 percent of this jurisdiction’s UDC, which is much higher than the two to eight percent shown in the other jurisdictions.  This large proportion of “Future Support” suggests that Jurisdiction D’s category does include overpayments.  

States should work to program statewide automated systems more tightly to distinguish future support from overpayments, whenever possible.   Future support should only be limited to one or two months’ worth of current support (except in those cases where an NCP makes a payment intended for additional months).  Once state policy has been set to narrowly define future support, and the policy is put into practice and automated wherever possible, there should be little work associated with this type of UDC.  
Discussion:  Pending Resolution of Legal Dispute 
In jurisdictions C and D, Pending Legal Dispute holds were considerably higher than in jurisdictions A and B.  In Jurisdiction A, none of the existing categories created by the state specifically referenced holds pending legal disputes.  In Jurisdiction B, only two categories (“Hearing Holds”) met the definition of this type of UDC.  

In contrast, Jurisdiction C had eight state-defined UDC categories that fell under pending legal disputes.  Most of the categories involved state or federal tax offsets where the state was either holding the collection pending a 30-day appeal period, or the state was holding the collection pending the outcome of a tax offset hearing.  The other categories involved holds used in response to a judge’s order, pending the outcome of a legal dispute (involving collections other than tax offsets).

Jurisdiction D had 18 state-defined UDC categories for “pending legal disputes.”  Some of these categories were maintained for state or federal tax offsets.  Many other categories were created to hold collections in other federal offsets/levies, in bank and insurance intercepts, and in other lump sum levies or settlements.  

It could be argued that jurisdictions A and B have been underreporting UDC under “pending legal disputes” and that jurisdictions C and D have been over-reporting UDC in this category.  There are most likely amounts being held in jurisdictions A and B under “manual holds” that might meet the definition of UDC pending legal disputes, but without a separate, state-defined category, it is not possible to capture this information.  

Conversely, jurisdictions C and D may be including in their definitions payments other than those pending appeal periods or legal disputes.  Additionally, caseworkers may believe they must place a hold on a payment, due to the number of hold choices available, when it may not be necessary to do so.  For example, in Jurisdiction D, a hold may be placed when an NCP files for bankruptcy.  This hold is worker-generated, and thus could have the potential of misuse.  

Many of the holds meeting the definition of “pending legal disputes” must be worker-generated, especially once an appeal has been filed.  It is important that states clearly define when workers may use these types of holds through training and the issuance of policy.  States should also monitor the use of these holds and automate their release, wherever possible.  Certainly the release of those holds placed pending the expiration of an appeal period could be automated.  

Discussion:  Pending Location of CP/NCP 
UDC pending the location of the CP or NCP was 10 percent or higher in every jurisdiction.  While the levels of UDC in this category were high, the state definitions of the category were well-defined by all four jurisdictions.  

There are a number of resources available to help states to locate NCPs and these resources need to be used, where possible, to locate CPs.  In one of the jurisdictions we visited, the state had not yet begun to include CPs in the agency’s locate efforts.   Subsequent to our field work, this jurisdiction devotes one or more FTEs to CP locate efforts. 

In addition to locate efforts, states can draw upon the strategies used by other jurisdictions in reducing UDC pending location of the CP or NCP, as discussed throughout this section.  

Discussion:  Other Remaining Undistributed
At 47.04 percent this is the largest category of undistributed collections, warranting a serious look by the states. For the category Other Remaining Undistributed, every jurisdiction maintained a large number of separate state-defined categories in an attempt to describe and manage this type of UDC.  Below are some examples of the types of categories we found meeting the definition of Other Remaining Undistributed.

FIGURE 4: State Examples of Other Remaining Undistributed

	Jurisdiction A
	Jurisdiction B
	Jurisdiction C
	Jurisdiction D

	Fully paid
	Case closed
	Case closed
	Arrears paid in full

	Possible wage assignment refund
	Collections in excess of obligation
	Tax offset, admin offset, or UC withholding exceed amount owed
	Unobligated payment

	Not applied, no future obligations
	Previously distributed
	Backed out receipt collection hold for previously distributed collection
	Other (worker-initiated hold)

	Manually Apply
	Manual holds
	Older holds still pending in automated system – now categorized under new categories
	Pending (worker-initiated)

	No obligations qualify
	Multiple active dockets
	Distribution process error hold
	Dispute (worker-initiated)

	IV-A Number Missing
	Distribution exceptions
	State tax offset received for order that is closed
	Miscellaneous Hold (worker-initiated hold)

	No wage attachment for SSN
	Adjustment exceptions
	NCP has multiple orders/cases and no income withholding order is on case
	Deceased

	Fee-only posting error
	Tax offsets held due to balance or case data issues
	Payer bonds in lieu of immediate wage withholding
	Stop by Maker (NCP Refunds)

	Receipt date problem
	Payments less than $1
	Lien payment received and NCP has multiple orders/cases with no lien remedy on case
	Payment greater than $2500 held

	Research obligation status
	Hold for 30 days for arrears balance verification
	UC payment received but no UC remedy for the NCP on case
	NCP has history of NSF checks


Since this category is, by default, the catchall for any UDC that does not meet the definitions of the other UDC categories, the sources of UDC for this category are quite numerous.  Much of the UDC falling into Other Remaining UDC is placed there manually by caseworkers.   For example, in Jurisdiction D, 50 percent of the UDC that comprises Other Remaining UDC is “worker-initiated.”  As such, there is a greater risk that these UDC holds may be misused by caseworkers.  States with high numbers of manual holds available for use should monitor this type of UDC closely to insure that hold categories are not misused, and to determine where some of the “hot spots” may be occurring within the universe of UDC.  

One of the biggest contributors to this type of UDC was the incidence of overpayments.  In Jurisdiction A, the categories “Fully Paid,” “Possible Wage Assignment Refunds,” and “Not Applied, No Future Obligations” comprised approximately 48 percent of UDC that fell under Other Remaining Undistributed.  In Jurisdiction B, the categories “Case Closed” and “Collections in Excess of Obligation” made up almost 80 percent of this type of UDC.  In Jurisdiction C, the categories “Case Closed” and collections that “… Exceed Amount Owed” contributed approximately 44 percent of Other Remaining Undistributed.  And in Jurisdiction D, “Arrears Paid in Full” and “Unobligated Payments” comprised the greatest share of this UDC category, making up approximately 34 percent of the UDC.  

The remaining state-defined categories that make up this type of UDC vary widely, and some are defined based on state policy.  For example, in Jurisdiction B, payments over $5,000 were held pending balance verification.  A policy change was made to increase the threshold to $100,000.  When this change was implemented, UDC for this particular subcategory dropped to $0.  By contrast, Jurisdiction D holds payments in excess of $2,500.  The amount held in this subcategory contributes approximately 6 percent to Jurisdiction D’s Other Remaining Undistributed. 
Clearly, the ways jurisdictions define UDC vary widely.  A report published by the General Accounting Office, now called the General Accountability Office (GAO), states that “state agencies had different interpretations of what comprised undistributed collections and some state agencies reported data that were found to be unreliable.” 
  Therefore, even without the limitations on time and data available to us during this project, we cannot say with certainty that UDC as defined by the various jurisdictions is accurately categorized, and thus recommend that all jurisdictions review how UDC is categorized, using the Schedule UDC descriptions as a framework.    

IV. Reduction Strategies that Work:  State Practices Producing Results 

In our review of the literature concerning UDC reduction strategies employed by jurisdictions, a number of jurisdiction practices emerged that could be applicable to other jurisdictions’ efforts to reduce UDC.  We discuss these strategies below, as they apply to UDC issues in general, and to specific UDC categories, as defined by the instructions to the Schedule UDC. 

Strategies Used to Address UDC Issues Across Categories

A number of UDC reduction strategies work well for almost all UDC issues.  Below is a discussion of these more global strategies and the benefits to be expected by utilizing them. 

Make UDC Reduction a Management Priority

For a reduction strategy to work, it is important that State IV-D agencies make UDC reduction one of their top priorities, and communicate this priority to all staff.  A strategy that emphasizes managing UDC is included in the OCSE National Child Support Strategic Plan for FY2005 – FY2009.  The Strategic Plan developed with the participation of the State Child Support Directors includes:

  Simplify distribution of collections, and pay families promptly and first.
· Prepare State decision-makers to make decisions about increasing pass-through of child support to families receiving public assistance and distribute collections to families who formerly received assistance.

· Promote electronic payment options for parents and employers, and among States.

· Monitor and systematically reduce undistributed collections.
· Increase use of location resources to find addresses and ensure timely distributions to families.

In Texas, for example, management informed all staff of its plan to reduce UDC, and emphasized that local staff, systems staff, financial and other staff all needed to collaborate to make the plan work.  Texas used a variety of media to communicate with staff, including posters in local offices.
  
Organize a Project Team

Probably more than any other strategy, the organization of a specialized team of dedicated staff has the biggest impact on the management and reduction of UDC.  The implementation of a UDC reduction team, along with ongoing management attention to the issue, is essential to any effort to reduce and manage UDC.  The effectiveness of this strategy has been demonstrated by Texas
, Missouri
, Connecticut
 and Virginia.
  

Rank Reason Codes by Work Priority
The priority ranking of UDC reason codes enables a jurisdiction to take a more targeted approach to the UDC problem.  Focusing on one reason code at a time allows a project team to work more efficiently and to achieve the satisfaction of seeing a quick reduction in UDC stimulated by the team’s intensive efforts. 

By strategically ranking the various codes to determine in what order a project team should attack each type of UDC, the project team will be able to quickly eliminate those targeted types while uncovering new ways to tackle UDC.  

Below are some specific efforts made in the District of Columbia to implement a tactical plan for administering UDC management reports:

· Priority was given to specific hold codes, and those codes were worked to the extent possible by the Project Team in agreed-upon order.  All payments on hold under a specific reason code were processed prior to assigning a new set of priorities.  

· Staff established project UDC reduction targets to assess levels of effort and time required to process cases for each reason code.

· The Project Team reviewed the way in which UDC reports were sorted.  Efficiencies were realized by handling reports sorted by non-custodial parent (NCP) or custodial parent (CP) name (rather than by case number) to clear as many payments as possible for an individual at the same time.  

Conduct Intensive Case Clean-Up

Important to any UDC reduction effort is the hands-on process of case clean-up to correct or update any case information necessary for a payment to process.  For example, many jurisdictions find a large number of cases in which payments are held by the system because a payment overpaid an obligation.  Often these cases need to be updated to modify or terminate the wage attachment or to correct the child support obligation on the system.  To reduce this type of UDC, a Project Team can conduct an intensive case clean-up to ensure that payments flow through to the family or to refund overpayments to the payer, when necessary.
Provide Training and Technical Assistance to Staff
As noted above, many child support collections cannot be disbursed because the obligation is not correctly entered on the system, or because the case is not correctly updated to reflect changes in the obligation, payment type, and/or frequency.  Child support staff need to be educated in how they can help to prevent UDC by keeping case data current.  Below are suggested steps to take in providing training to child support staff:

· Provide training for staff in UDC reduction and prevention procedures.  States should determine if manual and/or other types of holds are being used by staff to circumvent the automated system, or if these types of holds are being used due to inadequate knowledge about how the system works.  

· Review system functions to ensure the system supports, rather than disrupts, case maintenance.

· Review UDC cases to clean up the existing caseload and to close inactive cases in accordance with federal case closure rules.

Strategies Used to Address Other Collections Remaining Undistributed (Line 12)
Many of the strategies used to address UDC held under the category Other Collections Remaining Undistributed require a manual, human resource component.  In the summary above, we described some of the strategies that have been used to reduce and prevent the incidence of UDC in this category. 

The nature of UDC under the category Other Collections Remaining Undistributed, we have found, requires the deployment of a team of specialized staff to formulate strategic plans for reducing the variety of causes of this type of UDC, and to ensure that UDC issues receive ongoing, daily attention.  It is important that the UDC held under this category is closely scrutinized, to ensure that it is properly categorized, and to determine the most common reason for the accumulation of collections in this category.  

Program the Automated System to “Split Receipts”
In some instances, collections may accumulate in this category because the automated system has not been designed to distribute collections when the total amount of the collection exceeds the amount due in current support and/or arrears.  One jurisdiction we studied identified this problem in their automated system.  After making a change to the system that allowed the “splitting of receipts”, this particular jurisdiction reduced its UDC by over $300,000 in this category.   

Refund Overpayments
One of the most prevalent causes of this type of UDC is the accumulation of collections for which a refund to the NCP is warranted.  One jurisdiction found a large number of cases in which payments were being held by the system because a payment overpaid an obligation.  The project team in this jurisdiction determined that many of these cases needed to be updated to terminate the wage attachment, or to update the obligation as ordered by the court.  To reduce UDC held under this hold code, the project team began an intensive case clean-up to ensure that payments could flow through to the CP or to refund overpayments to the NCP, when necessary.  By employing this intensive clean-up effort, the project team reduced UDC in this category from $656,000 in December 2002 to $54,000 in December 2003, a reduction of more than ninety (90) percent. 

Strategies Used to Address Collections Held Pending Resolution of Legal Disputes (Line 5)
  Key to managing this category of UDC is the determination that collections held will be released either by the system, or at the end of the appeal period.  Therefore, case clean-up should resolve or re-categorize collections that do not meet the definition of this category.  

While the more manual strategies listed above may be employed, it may be possible to use more automated solutions and management reports to manage this category of UDC.  Since UDC properly held under Pending the Resolution of Legal Disputes should be released by the system, or at the end of an appeal period, the best strategy for managing this type of UDC is through on-going, day-to-day management.  Below we describe some strategies implemented by jurisdictions seeking to streamline the management, resolution and release of UDC.

Create Online Suspense Program for Worker Update
In Washington State, UDC payments go into a suspense account and are coded to indicate the reason for suspending the item. To help manage its UDC, the state developed an on-line suspense program that is accessible to staff on the intranet.  The suspense information is sorted by office, then, within each office, by work team, and then by responsible worker. The responsible worker can review all suspense payments associated with the cases in his/her caseload, as well as all items in suspense for cases handled by his/her work team. The supervisor has access to suspense payment information at the worker, work team, and office levels.

Upon reviewing a suspended payment, the worker has several options. If updating the case (such as loading a new obligation) resolves the problem, the worker need only update the case. That night, the automated system will apply the suspended payment to the new obligation. If, however, the suspended payment requires a manual adjustment to clear it, the worker can access the new on-line adjustment voucher to create the adjustment. Once the worker has completed the adjustment voucher, it is transmitted electronically to the supervisor for review, approval and processing.  If a payment should remain in suspense, the worker can add notes to the payment record to explain why it is still pending.  

Develop Management Reports to Aid Work Planning 
Texas convened an Undistributed Collections Workgroup to address long-term plans and objectives for the management of UDC.  The Workgroup developed reports with categories of UDC, and aging categories.  The management-styled summary reports allow managers to see total UDC from multiple levels and to determine where each region or unit needs to focus its activities.  The detail level receipts are made available in both report form and on the internet.  Local offices also have the capability to view categories at the summary level, to obtain the exact case numbers and/or receipt information, and to plan the work accordingly.

Combine Management Reports with Tolerance Levels

It is important to monitor UDC on a daily basis.  Virginia produces a daily UDC report.  This daily report allows ongoing monitoring and trends analysis.  Virginia management expects the report to be monitored and processed daily.  Management must convey the message that solving the problem of UDC is the responsibility of all staff, not just fiscal staff.  A monthly management report lets offices know how they are doing relative to the goal and where they stand compared to other offices.

Virginia also found it helpful to set an acceptable level or target percentage for UDC.  Virginia currently sets two percent of collections as the goal for its local offices.  

Strategies Used to Address Collections Held Pending the Location of the CP/NCP (Line 9)
To achieve reductions in UDC in this category, the roles and responsibilities for CP locate and NCP locate within a jurisdiction should be clearly defined, as should the roles and responsibilities, and communication practices, between the central and local child support offices.  Listed below are descriptions of the use of specialized teams or staff to perform locate functions.  In those jurisdictions employing such strategies, significant reductions in Line 9 type holds have resulted.  

Use Specialized Locate Staff for “Pending Locate” Cases

In the District of Columbia, significant reductions in UDC were attributable to collections released in cases where the agency previously did not have a valid address for the CP.  To assist in finding new addresses for these CPs, the project team began referring cases to the locate unit.  By referring these cases to the locate unit, the more extensive locate resources available to this unit were utilized to locate CPs, while the project team could focus on the resolution of other types of UDC.  

During the first six months of the project, the staff were successful in locating the CP in 43 percent of the cases referred to the locate unit.  This resulted in the disbursement of, and a significant reduction in, Pending Locate UDC.
  

Missouri found similar success in the use of a specialized locate team.  In June 2001, the state determined that a total of $26.2 million in reported UDC had accumulated.  This UDC began accumulating in 2000, after Missouri converted from a local, county-level system to the federally mandated centralized system for collection and disbursement of child support.  Missouri recognized the need for immediate intervention and the Holds Team was established to develop a system to reduce UDC. 

The Holds Team partnered with the Custodial Parent Locate Project Team that was given responsibility for locating people eligible to receive the money.  By December 2002, the reported UDC total had decreased to $4.9 million -- an 81 percent reduction. In addition, the state project located nearly 11,000 custodians and released over $20 million to custodial parents and payees.
 

Conduct Public Outreach Initiative to Customers

One method used to locate CPs or NCPs is public outreach efforts that encourage recipients of child support services to keep the CSE agency apprised of their current address.  One County agency found success in sending out a “Keep In Touch” brochure, advising child support recipients to keep their addresses up to date with the County.  

One significant consequence of a public outreach campaign is that an agency’s customer service unit fields a higher number of calls.  Some of these relate to case status inquiries, not to address updates. While the County acknowledged that the workload for customer service temporarily increased, they found it manageable and important to management of the child support caseload in general.  
Create Locate Report to Focus Staff Efforts
Cases with missing addresses continued to be a source of increasing UDC in Texas.
The plan to reduce this type of UDC involved both an automated and a manual effort.  In the automated system, a field was added to the demographics screen to allow local office workers the option to electronically refer cases for enhanced locate work.  In addition, a new locate report was created to show all cases with disbursements held due to missing addresses so that field staff could focus locate efforts on their caseloads.

Use Automated Locate for CPs
Many states already have access to a variety of automated systems for the purposes of locating the non-custodial parent.  These same resources can be used to locate custodial parents.  The National Council of Child Support Directors provided a description of states’ “Best Practices” in this area.
  

Virginia uses the Federal Parent Locator Service (FPLS)
 and the Electronic Parent Locator Network to find correct addresses.  It also has access to state tax and motor vehicle databases.  Connecticut also accesses a number of local and state data bases, including the state’s tax system.

Texas developed and uses an especially powerful locate tool to find custodial parents for whom the agency does not have a correct address.  This tool is known as Locate and Asset Search System Online, or LASSO. LASSO allows Special Enforcement Officers and other authorized staff to access a wide range of locate information from one source rather than submitting a number of requests to different sources.  Through LASSO, staff can access information from the data bases of phone companies, utilities, counties, professional and driver’s license agencies, and many other sources with just one inquiry.  All that is needed is basic information about the person for whom an address is being sought: first name, last name, and date of birth or Social Security number.

Automate Solutions for Address Updates
Illinois has implemented the United States Postal Service’s automated Address Change Service (ACS).  This service forwards mail to electronically updated addresses and also removes undeliverable mail addresses from the automated child support database. Illinois uses ACS to determine whether a non-custodial parent’s mailing address should be validated.  The analysis of the 2003 first quarter results showed ACS updated 6,223 addresses resulting in a total postage due and labor cost savings of $7,705. 

ACS provides two options: Address Service Requested and Change Service Requested.  Illinois has found that the Change Service Requested meets its needs best because it electronically reports changes of address and undeliverable mail.  Address changes are automatically validated, eliminating the need to generate and process the Address Information Request form, saving both time and money. 

ACS can also be used to keep CP addresses current.  When a tape match provides the address of the parent, an address verification form is mailed directly to the address.  If ACS does not remove the address within 30 days, the address is validated. 

Ohio is using a “forward track“ to update the checks with the most recent address on record before the checks are sent out.  In the past, the checks were returned and the address would be manually verified before any other money was sent out. 

Maryland changed the envelopes used for mailing checks, so that payments are forwarded to custodial parents when they move or relocate.  In addition, a reminder message is printed on all checks informing customers of the following: “If You Have Moved, Please Contact Your Local Office.”
Promote Direct Deposit and Stored Value Cards
Texas, Connecticut, Virginia, and other states offer a direct deposit option for custodial parents. The Texas Attorney General’s office conducts an aggressive outreach campaign to explain the benefits of direct deposit. It includes information about direct deposits when it mails child support checks to custodial parents.  It puts direct deposit brochures in the waiting rooms of its field offices.  It also provides information about direct deposit on its web site.

Virginia and Connecticut both use the internet to provide customers with information about direct deposit. A link at Child Support Enforcement’s web page (in Virginia) and the SDU webpage (in Connecticut) connects you to a site with information about how to sign up for direct deposit. Visitors can also download a direct deposit application at the web site.

One problem with direct deposit is that many of the customers of state child support programs do not have bank accounts.  To help remedy this, states have begun to offer their custodial parents the option of receiving child support disbursements via a “stored value” card, similar to a debit card.  

Washington State and Colorado custodial parents have the option of receiving child support through a Child Support Visa card.  This card looks like a credit card and can be used like a check card. Child support payments are automatically deposited to the card and the card can be used to make purchases anywhere that accepts Visa cards.  A form for applying for the card is available at the Colorado and Washington State child support program web sites.

Recognizing that some clients cannot obtain a bank account, Connecticut, in conjunction with its SDU, designed a program specifically for its clients called Pay Access.  The Pay Access card can be used by the client at any branch of the financial institution issuing the card, as an ATM card to withdraw funds, and at certain retail establishments, as a debit card.  These options give the clients flexibility in accessing child support funds.  Connecticut pays a minimal monthly fee for this service, and the service is made available to the client free of charge (with the exception of any applicable transaction fees if the client chooses to use the card at non-affiliated financial institutions).

Strategies Used to Address Collections Received and Being Held for Future Support (Line 4)
Most states automatically place a Future Support hold when the amount received exceeds the amount owed for the current month.  The automated system automatically disburses an amount on future hold when the next monthly child support obligation becomes due.  Many future holds are simply the result of payment timing and do not require action.  For example, an employer may send support for March at the end of February.  When the system attempts to distribute the payment, the system first looks to see if current support is owed for the month of February.  If it is determined that current support for February has already been paid and there are no arrearages due, then the automated system will hold the payment until the first business day of March when March support becomes due.  

Some states find that managing income withholding more closely to prevent overpayments can help to reduce UDC in this category.  

Refund Future Support 

Future Support may be the result of true overpayments.  For example, Texas found that many of its future support holds were the result of wage withholdings still in place after the arrears were paid in full.  To resolve the future support hold problem, Texas developed an automated program to refund future support collections on cases in which the total dollar amount exceeded two months worth of the current support obligation.

Immediately Pass Through Future Support
Texas reviewed and modified its policy on Future Support collections for non-TANF cases.  The state discontinued its practice of holding the money until the accrual became due. Payments made in excess of the current support obligation are now automatically passed through to the custodial parent based on the assumption that this money is intended for the family.  The non-custodial parent receives credit for future payments.  Extensive notices were sent to all parties informing them of the policy change.
Strategies Used to Address Tax Offset Holds (Line 3)
When viewing a state’s UDC data over the course of a federal fiscal year, obvious fluctuations appear from month to month.  

IRS tax offset collections typically peak between March and July of each year.  Federal law allows the states to hold IRS tax refund offset collections for up to six months in cases where the IRS tax refund is based on a joint return.
  If the state opts to hold IRS tax refund offset collections for six months, undistributed collections will remain high during this hold period.  This hold period provides time for the non-custodial parent’s spouse to file an injured spouse claim with the IRS before the IRS tax refund offset collection is disbursed to the custodial parent   A number of child support program partners and stakeholders, as well as the public and the media, may not be aware of this provision in federal law.  Thus, it may be helpful for the state to document the seasonal fluctuations of IRS tax refund offset holds to assist the state in educating these program partners, stakeholders, the media, and the public.  

Notwithstanding the importance of providing information to stakeholders and others regarding the OCSE-34A data, holding IRS collections for up to the maximum federal limit of six months may not be necessary, as described below.  In January 2005, the Department of the Treasury, Financial Management Services (FMS) and OCSE implemented an approach to obtaining information based on “injured spouse” claims.  The approach involves using and passing along “Y” indicators to state Child Support Enforcement agencies.  The “Y” indicator is included in the Federal Offset collection file, which is forwarded to the states every two weeks.  The “Y” indicator informs the states that the injured spouse claim was processed prior to the Federal tax refund offset.  Processing the injured spouse claim prior to offsetting Federal tax refunds greatly reduces the chance of an IRS reversal. The states may use this information to distribute Non-TANF collections offset from joint returns to families sooner. 
As described below, disbursing the collection sooner than six months after receipt could lower UDC and potentially prevent a family from having to seek, or continue to receive, public assistance.  

Conduct IRS Tax Offset Collection Hold Risk Assessment
An NCP’s new spouse, referred to as the injured spouse, may submit a claim to the IRS for the injured spouse’s share of the offset.  If the injured spouse’s claim is approved, a record is added to the IRS file of match case records in the form of a negative dollar amount.  When the state receives the amended IRS file, it is required to repay the IRS the amount claimed by the injured spouse.  If the IRS collection was already forwarded to the family, the state cannot recoup the amount from future child support payments without the NCP’s permission. However, the state may try to recover the amount from the family using other less effective state debt collection methods.


In Texas, a risk analysis was done to determine the dollar amount at risk if IRS collections were forwarded to the family within 60 days of receipt.  Texas found that, of the $20 million held for the 2001 tax year, only $365,000 would be potentially at risk.  Texas also found that 54 percent of all injured spouse claims were filed within 60 days of receipt of the IRS tax offset payment.

In Michigan, the contractor examined two years’ worth of IRS tax offset collections data to determine if any conclusions could be made regarding the time periods in which an injured spouse claim was filed.  Based on analysis of the data, on average, 85 percent of the injured spouse claims were filed within 90 days of the offset.  Due to the limitations on available data, we could not draw any conclusions regarding the level of risk to the state if collections were released between 90 and 180 days.   

Strategies Used to Address Collections Disbursed but Uncashed and Stale-Dated (Line 10)
Many states deal with the issue of uncashed and returned checks.  A good portion of these types of holds may be attributable to CP address issues.  To determine what portion of these holds may be remedied by CP locate, it is necessary for child support staff to identify the specific cause for each of these holds.  If, in fact, the cause of the hold is an invalid address for the CP, these collections should be recategorized as Pending Locate holds.  

If, however, these payments are uncashed and stale-dated, the state should determine if the payments should be considered “undistributable” and moved into an unclaimed property account or returned to the NCP.  Some states have automated this process to move collections from their UDC account to the state treasury.   

Automate Transfer of UDC to Abandoned Property Account

Colorado has a state requirement that payments held for more than 180 days must be reported as abandoned property.  Therefore, Colorado found it necessary to:  (1) locate the payee as quickly as possible, and (2) transfer any payments held for more than 180 days to the agency’s “abandoned collections account.”  After some analysis, Colorado staff determined that 180 days was sufficient time to complete locate on the payee.  

The state elected to automate the transfer to the abandoned collections account of payments on hold for more than 180 days.  The statewide system is now programmed to automatically transfer payments to the abandoned collections account on the 181st day if the county is unable to locate the payee or the payer.

States using this strategy must continue to report the payments as UDC until the payments are transferred according to state law and identified as program income on the federal fiscal forms.  

General Considerations

It is important to note that, for some of the strategies addressed here, there may be political issues or other unintended consequences that emerge from of the planning and/or implementation of the strategy.  Jurisdictions contemplating the use of any of these reduction strategies should consider the following in their planning:

· Will the implementation of this reduction strategy necessarily increase the workload for another organizational unit either within and/or outside to the agency?  

· For automated solutions, is the agency confident in the accuracy of its data on the automated system?  If not, can the agency attain a confidence level that would make it willing to assume the risk of any resulting errors? 

· If the agency is considering an automated refund, is it prepared to address concerns raised by CPs and/or advocacy groups? 

While we have examined several of strategies that may be employed to address current issues impacting UDC, a number of issues on the horizon may present UDC still present challenges for the states.  In the next section, we discuss these challenges and provide recommendations to minimize or prevent UDC.  

V. Current and Future Challenges in UDC Management

While jurisdictions are making progress in reducing UDC, anticipated changes in the child support program and in UDC reporting may present additional challenges to the management of UDC.  We discuss some of these potential changes and the associated challenges below.   

Implementation and Use of OCSE-34A Schedule UDC for Management Purposes

Recent changes to the OCSE-34A report have included the requirement that states provide more detail about the types of UDC reported.  Data from the initial change to the reporting format is just beginning to emerge that may suggest some of the challenges the new reporting requirements may pose.  

As noted earlier in this report, states were required to begin reporting UDC via the Schedule UDC effective the quarter ending December 31, 2004.   Reports of UDC via the Schedule UDC contain more detail about the types of UDC residing in the states.  To report this level of detail, states needed to program their automated systems to capture the data necessary to complete the Schedule UDC.  

We recommend that states use the definitions of the various categories for the Schedule UDC as a framework for creating internal reports for the management of UDC.  As states’ UDC categories become more uniform across the country, best practices for UDC reduction will become more widely applicable.   
Keeping Orders and Withholdings Current Using Automated Processes Where Feasible

Future Support holds are often created when an employer is withholding child support from the obligor’s wages according to an outdated income withholding notice that needs to be modified.   This can occur in a number of circumstances: (1) an obligor’s child support obligation has been satisfied, (2) the obligation has been modified downward, or (3) the arrears have been paid in full, and only payments of current support are due.  While these types of holds are not “Future Support“ but may be overpayments due to the obligor, many of the states’ automated systems are programmed to hold any payment received exceeding the obligation and/or arrears as “Future Support” until the system is updated to revise the income withholding order.  

Since income withholding has become the largest source of child support collections, it is important that states keep child support obligations and income withholding notices/orders current to reduce the incidence of overpayments.  Furthermore, states should determine if the automated system can be more tightly programmed so that overpayments are either automatically refunded or appropriately categorized as Other Remaining Undistributed.

Changes to SDU Administration

As of Spring 2004, more than half the states and territories were using private vendors to operate their SDUs.  As these vendor contracts come open for re-bidding and new vendors are selected, it is important that there be a seamless transition between SDU administrators to lessen the impact on the accumulation of UDC.  Also, states should determine if contract provisions need to be added or amended to include performance measures involving the resolution by the SDU of unidentified payments.  There may also be other functions regarding SDU management that could be added to the vendor’s work, such as CP Locate.  
Removal of Social Security Numbers from Federal Checks

To comply with Public Law 106-433, the Social Security Number Confidentiality Act of 2000, the Department of Treasury no longer prints Social Security numbers (SSN) on paper checks.  This change took effect December 30, 2004.  

Removing the SSN from federal checks could have an impact on UDC if states are unable to determine to which case the payment should be distributed.  To remedy this, OCSE has been working with federal agencies to help coordinate EFT/EDI transmissions between the federal agencies and the states.  Additionally, those federal agencies not yet set up for EFT/EDI have obtained temporary waivers which allow them to print SSNs on a portion of the check that is not displayed in the envelope window. 

Many federal agencies are now equipped to remit payments electronically.  As of March 2005, as many as 95 percent of the federal garnishment payments from wages were remitted electronically.  OCSE is now focusing on benefit agencies, such as the Social Security Administration (SSA) and the Veteran’s Administration (VA), to remit child support garnishment payments electronically.  In the interim, these agencies will be allowed to continue printing SSNs on checks, as allowed under the waivers.

Electronic Payment Disbursement and CP Addresses

States are beginning to use electronic disbursement options to send child support to the family.  As this form of disbursement becomes utilized more widely, states may be less vigilant about keeping CP addresses current, since electronic disbursement does not require a valid CP address.  

There are a number of reasons why maintaining a current CP address is important:  

· To ensure proper service of process, if an order needs to be modified.

· To help resolve any questions of current physical custody of the child.  

· To ensure CPs receive any correspondence, especially child support distribution notices.  

We encourage states to institute, or continue to use, CP outreach campaigns and other address update programs to keep CP addresses current.    

Changes to Distribution Requirements

The Deficit Reduction Act of 2005, signed February 8, 2006, gives states multiple options for distribution of child support payments.  After determining which options to implement, states will need to evaluate the programming of their automated systems to determine what changes need to be made to remain in compliance with the law and/or to implement the options.  While planning for these changes to automated systems, states should watch for ways the changes may impact UDC.  

There are other distribution issues that may impact UDC in addition to the changes in federal child support distribution law.  Federal regulations regarding Tribal Child Support Enforcement programs include new requirements for the distribution of support in Tribal IV-D cases.
  As Tribes implement their programs, and as states and Tribes are working out the child support distribution complexities, UDC may result while the states and/or Tribes are determining the proper distribution for these cases.  

Tribes and states should request guidance from OCSE in resolving distribution concerns that may surface from the implementation of new Tribal Child Support programs.  States and Tribes should also share with OCSE, other Tribes, and other states their solutions to child support distribution problems.  

VI. Conclusion

The very nature of child support collection, distribution and disbursement necessarily involves some UDC as the “cost of doing business.”  The continuing improvement of management reports, automated systems enhancements, and the dedication of human resources to monitor and resolve UDC are key to the effective management of UDC.  

A number of existing resources may be helpful to states seeking UDC-related information to manage and/or reduce UDC.  We have included a “Resources” section under Appendix E.  OCSE hopes to continue to add to these resources in the coming years as states report new innovations in the management of UDC.

APPENDICES
Appendix A. UDC Categories for Purposes of Task Order Study

I.
Timing/Legal Issue Holds

These UDC payments are generally those collections for which a payment has been properly distributed to a case with a valid address for the payee, and is in process, but has not yet been disbursed.  Examples include:

A.
Collections received and pending disbursement within a 48-hour federal timeline, or pending transfer to TANF or Foster Care

B.
IRS Tax Offset Holds

C.
State Tax Offset Holds

D.
Future Payments

E.
Judicial/Administrative Action Hold

II.
Research-Needed Holds

These UDC payments generally require hands-on activity to set up a case or an account, to perform locate activity, to research an unidentified payment, or to resolve distribution/accounting issues.  Examples include:

A.
No Address for Payee (CP or NCP)

B.
Unidentified Payments

C.
Accounting Issues (e.g., multiple-case obligation with distribution issues; TANF/Non-TANF debt issues; interest calculation; misapplied payments; overpayments; out-of-balance employer checks; change of payee; obligation not set/account not active; etc.)

D.
Business Practice Issues (e.g., collections held pending bank clearance [potential NSF issues]; missing information on employer or interstate payments/backup documents; stale-dated payments that need to be re-issued or transferred to unclaimed property; etc.)


E.
Manual Holds – holds generated by the caseworker for various reasons, including some of the accounting issues noted above.  This category may encompass holds in other categories above and will need to be defined state-by-state.  If a state has this category, it should be phased out and any monies being held under this category should be released or replaced by one of the above categories.

Appendix B. Schedule UDC and Instructions
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OMB APPROVED.

Office of Child Support Enforcement

Control No. 0970-0268

Expires:  09/30/2007

State: Quarter Ended: Mark Box:

  Initial Report Revised Report

1 Undistributed Collections Pending Distribution (from Line 9c, Form OCSE-34A.)........

$

2 Collections Received Within The Past Two Business Days….....................................................……………....................... $

3 Collections From Tax Offsets Being Held for Up To Six Months.............................………………………….......……….  $

4 Collections Received and Being Held for Future Support..................................................................................... $

5 Collections Being Held Pending the Resolution of Legal Disputes........................................................................... $

6 Collections Being Held Pending Transfer to Other State or Federal Agency......................................... $

7 Undistributed Collections Unresolved (from Line 9d, Form OCSE-34A.).....................

$

8 Unidentified Collections.......................................................................................................... $

9 Collections Being Held Pending the Location of the Custodial or Non-Custodial Parent......................... $

10 Collections Disbursed but Uncashed and Stale-Dated................................................................................................................. $

11 Collections With Inaccurate or Missing Information..................................................................................................... $

12 Other Collections Remaining Undistributed......................................................................................... $

13 Net Undistributed Collections (from Line 9b, Form OCSE-34A).....................................

$

14 Collections Remaining Undistributed Up to 2 Business Days of Receipt…………………..…………………………………… $

15 Collections Remaining Undistributed More Than 2 Days, But Not More Than 30 Days……………….………….. $

16 Collections Remaining Undistributed More Than 30 Days, But Not More Than 6 Months……………..………… $

17 Collections Remaining Undistributed More Than 6 Months, But Not More Than 1 Year…………...……………. $

18 Collections Remaining Undistributed More Than 1 Year, But Not More Than 3 Years……………..…………… $

19 Collections Remaining Undistributed More Than 3 Years, But Not More Than 5 Years…………..…………….. $

20 Collections Remaining Undistributed More Than 5 Years…...........................................................................…… $

SCHEDULE UDC  (10-01-2004)                

SECTION B:  UNDISTRIBUTED COLLECTIONS BY AGE

The amount shown in Item 13 must equal the sum of the amounts reported in Items 14 through 20.  Attach any explanatory comments.

(Attach to Form OCSE-34A)

CHILD SUPPORT ENFORCEMENT PROGRAM

ITEMIZED UNDISTRIBUTED COLLECTIONS

SECTION A:  UNDISTRIBUTED COLLECTIONS BY CATEGORY

The amount shown in Item 1 must equal the sum of the amounts reported in Items 2 through 6.  Attach any explanatory comments.

The amount shown in Item 7 must equal the sum of the amounts reported in Items 8 through 12.  Attach any explanatory comments.



INSTRUCTIONS FOR COMPLETION OF SCHEDULE UDC

Paperwork Act Notice.  This information collection is mandatory.  The information collected on this form is required under Title IV-D (Section 455) of the Social Security Act (42 USC 655).  The Office of Child Support Enforcement uses this information to assist States in managing and reducing their balance of undistributed child support collections.   This is considered public information and is published in an annual report of statistical and financial data available to the public.  States are not required to use this form if it does not include a currently valid OMB Control Number.

Reporting Burden Notice.   The reporting burden imposed by the collection of information required by this report is estimated to be 4 hours per response.  This includes time for reviewing instructions, searching data sources, gathering and maintaining the data needed and completing and reviewing the information reported.  PRIVATE 

This supporting schedule is submitted as an attachment to Form OCSE-34A, the “Quarterly Report of Collections.”  State agencies administering the Child Support Enforcement program under title IV-D of the Social Security Act (Act) are required to complete and submit this report quarterly in accordance with instructions issued by the Office of Child Support Enforcement (OCSE).

Due Dates: This report must be submitted with Form OCSE-34A within thirty days of the end of each fiscal quarter, i.e., no later than January 31, April 30, July 31 and October 31.

Revisions:  If the State needs to change or correct the amount of undistributed collections reported on Form OCSE-34A or to change or correct the reporting categories of undistributed collections on this supporting schedule, a revised report may be submitted.  Any revised report must be submitted no later than 90 days following the end of the quarter (i.e., no later than March 31, June 30, September 30 or December 31). 


Distribution:  Schedule UDC is an attachment to Form OCSE-34A and must be submitted with the original copy of that form to: 




Administration for Children and Families




Office of Grants Management




Division of Mandatory Grants




Att’n: Child Support Enforcement




370 L’Enfant Promenade, SW




Washington, DC 20447

An additional copy must be sent to the ACF Regional Administrator.

General Instructions:
· Round all entries to the nearest dollar; omit cents.  

· Enter the State name.

· Enter the ending date of the quarter for which these collections are being reported.

· Check box to indicate whether this is the initial report for the quarter indicated or a revision of a previously submitted report.

Definitions:

· The definitions found in the “Instructions for Completion of Form OCSE-34A” are applicable to this supporting schedule.  Portions of those instructions most relevant to Schedule UDC are included below.  
Collections Received.  A child support payment is considered to be collected and received on the date it arrives at the State Disbursement Unit or, if applicable, at any formerly designated State-level or county-level collection point via mail, private courier, electronic transfer or hand delivery.  Any amounts received and reasonably identifiable as a child support collection under title IV-D must be reported as such on Line 2 of Form OCSE-34A.  

Collections Distributed and Disbursed.  The procedure for distributing collections is described under Section 457 of the Social Security Act.

· Distribution is the identification and allocation or apportionment of a support collection to current and past-due support, as applicable, of a specific case or individual.  

· Disbursement is the actual process of dispensing or paying out the collection. 

“Distribution” under Section 457 of the Act requires disbursement of a collection according to a specified allocation.    

A collection is considered disbursed on the date the funds are forwarded via check, electronic transfer or other means to the intended final recipient, including the custodial family, State or Federal agency, including those agencies that administer programs under titles IV-A, IV-E and XIX of the Social Security Act.  For these purposes, the “date” is the disbursement date captured in the child support automated system.
In accordance with the definitions above and for the purposes of reporting on Form OCSE-34A and Schedule UDC, to be considered “Distributed” under Section 457 of the Act, a collection must be both distributed and disbursed.  
Undistributed Collections.  Any collection received by the State during the current or a previous quarter that has not been both distributed and disbursed by the last day of the current quarter.  

Line-by-Line Instructions
This supporting schedule is a “snapshot” of the composition of the State’s undistributed collection balance as reported on Form OCSE-34A as of the last business day of the fiscal quarter.  It identifies undistributed collections by different definitional categories in Section A and by different age groupings in Section B.  Whenever a State determines that it has no entry that meets the criteria for a specific line, an entry of zero ($0) is acceptable for that line.  The total amount of undistributed collections reported on this supporting schedule must equal the amounts reported on the appropriate lines of the accompanying Form OCSE-34A.      
SECTION A:  UNDISTRIBUTED COLLECTIONS BY CATEGORY

Line 1 

Undistributed Collections Pending Distribution.

The undistributed collections that have been identified and allocated to a particular account and which the State reasonably expects to distribute and disburse through normal processing at a date certain or a date determined by law in the near future.  

(This amount is carried from – and is equal to – the amount reported on Line 9c of Form OCSE-34A.  This amount is also equal to the sum of Lines 2 through 6, below.)

Line 2

Collections Received Within the Past Two Business Days.

The portion of the undistributed collections reported on Line 1 that was received from non-custodial parents within the last two business days of the quarter, but which was not distributed and disbursed by the end of the last business day of the quarter.  It is expected that the amounts reported on this line will be disbursed within two business days of receipt, most likely on the first or second business day of the next quarter.  (Where it is known that a collection will remain undistributed due to some other reason, e.g., “tax offsets,” “legal disputes,” “pending location,” “unidentified,” etc., the amount must be reported on the line appropriate to that category and not reported on Line 2.)      (This amount is entered directly on this form.)   
Line 3

Collections From Tax Offsets Being Held for Up To Six Months.

The portion of the undistributed collections reported on Line 1 that was received from non-custodial parents through the offset of refunds from jointly-filed Federal tax returns.  Those refunds, which may be held for a period of up to six months, are those that would be allocated and disbursed to Non-TANF families.  It is expected that the amounts reported on this line will be disbursed when legal ownership of the tax refund has been determined, but in no case later than six months from the date of receipt.

(This amount is entered directly on this form.)   
Line 4

Collections Received and Being Held for Future Support.

The portion of the undistributed collections reported on Line 1 that was received from non-custodial parents in an amount that exceeds the amount due for current support and any arrears and is intended as support for a future month.  It is expected that the amounts reported on this line will be disbursed during one or more months following the end of the current quarter.     (This amount is entered directly on this form.)   
Line 5

Collections Being Held Pending the Resolution of Legal Disputes.

The portion of the undistributed collections reported on Line 1 that was received from non-custodial parents and is being held pending either the expiration of the deadline for filing an administrative or judicial appeal or a decision resolving an administrative appeal or court action.  These legal disputes include the resolution of an estate, contested paternity, contested tax, insurance, and pension intercepts, contested arrearage balances, contested bank levies; contested seizures of lottery winnings, other lump-sum seizures and other similar issues.  It is expected that the amounts reported on this line will be disbursed immediately upon resolution of the legal dispute.  (This amount is entered directly on this form.)   
Line 6
Collections Being Held Pending Transfer to Other State or Federal Agency.

The portion of the undistributed collections reported on Line 1 that was received from non-custodial parents and is being held pending their transfer to other Federal or State programs, such as TANF (title IV-A), Foster Care (title IV-E and non-title IV-E), Medicaid (title XIX), or S-CHIP.  It is expected that the amounts reported on this line will be disbursed within 30 days of the end of the current quarter.     
(This amount is entered directly on this form.)   
Line 7

Undistributed Collections Unresolved.  

The undistributed collections that either have not been fully identified or allocated and do not have a definite disbursement date due to insufficient information.

(This amount is carried from – and is equal to – the amount reported on Line 9d of Form OCSE-34A.  This amount is also equal to the sum of Lines 8 through 12, below.)

Line 8

Unidentified Collections.

The portion of the undistributed collections reported on Line 7 that was received in a manner that prevents the State from identifying the specific case to which the collection should be allocated.  It is expected that the amounts reported on this line will remain in this status for an indefinite period until identification becomes possible or until the collection meets the State criteria to be escheated as “abandoned property,” and transferred to Line 9a of Form OCSE-34A.     
(This amount is entered directly on this form.)   
Line 9
Collections Being Held Pending the Location of the Custodial or Non-Custodial Parent.
The portion of the undistributed collections reported on Line 7 that was received and was allocated to a specific case.  This includes payments to custodial parents, refunds to non-custodial parents or other payments that cannot be disbursed due to the unknown whereabouts of the intended payee of the collection. It is expected that the amounts reported on this line will remain in this status for an indefinite period until either the payee is located, a refund is made to the payer (if appropriate under State procedures) or until the collection meets the State criteria to be escheated as “abandoned property,” and transferred to Line 9a of Form OCSE-34A.
(This amount is entered directly on this form.)   
Line 10
Collections Disbursed but Uncashed and Stale-Dated 

The portion of the undistributed collections reported on Line 7 that was received and was allocated to a specific case and properly disbursed by check.  The check was subsequently not cashed by the intended recipient, is now considered stale-dated and non-negotiable in accordance with State law and procedures.  It is expected that the amounts reported on this line will remain in this status only until the collection is re-disbursed to a parent at a reliable address or until the amount is recharacterized as “Pending the Location of the...Parent” and transferred to Line 9 of this report.        

(This amount is entered directly on this form.)   
Line 11
Collections With Inaccurate or Missing Information.

The portion of the undistributed collections reported on Line 7 that was received and was allocated to a specific case, but cannot be properly disbursed due to inaccurate or missing information, including information to be supplied by an employer or where the amount of the payment does not equal the transmittal amount or collections received on cases with no open or active account; or other similar data issues.  It is expected that the amounts reported on this line will remain in this status for an indefinite period until all necessary and accurate information becomes available or until the collection meets the State criteria to be escheated as “abandoned property,” and transferred to Line 9a of Form OCSE-34A.  (This amount is entered directly on this form.)   
Line 12
Other Collections Remaining Undistributed

The portion of the undistributed collections reported on Line 7 that was received by the State but cannot be disbursed due to some inconsistent or anomalous situation not included in lines 8 through 11, above.  It is expected that the amounts reported on this line will remain in this status for an indefinite period until the situation is rectified or until the collection meets the State criteria to be escheated as “abandoned property,” and transferred to Line 9a of Form OCSE-34A.  

(This amount is entered directly on this form.)   
SECTION B:  UNDISTRIBUTED COLLECTIONS BY AGE
Line 13
Net Undistributed Collections.  

The amount of collections that were not distributed by the last day of the quarter and remain available for distribution in a future quarter. 
(This amount is carried from – and is equal to – the amount reported on Line 9b of Form OCSE-34A.  This amount is also equal to the sum of Lines 14 through 20, below.  This amount is also equal to the sum of Lines 1 and 7, above.)

Line 14
Collections Remaining Undistributed Up to 2 Business Days.

The portion of the undistributed collections reported on Line 13 that remains undistributed for up to two business days from the date of receipt.  

(This amount is entered directly on this form.) 
Line 15
Collections Remaining Undistributed More Than 2 Days but Not More Than 30 Days.

The portion of the undistributed collections reported on Line 13 that remains undistributed for more than two business days but equal to or less than 30 calendar days from the date of receipt.     (This amount is entered directly on this form.) 
Line 16
Collections Remaining Undistributed More Than 30 Days but Not More Than 6 Months.

The portion of the undistributed collections reported on Line 13 that remains undistributed for more than 30 calendar days but equal to or less than 6 months from the date of receipt.     (This amount is entered directly on this form.) 
Line 17
Collections Remaining Undistributed More Than 6 Months but Not More Than 1 Year.

The portion of the undistributed collections reported on Line 13 that remains undistributed for more than 6 months but equal to or less than 1 year from the date of receipt.     (This amount is entered directly on this form.) 
Line 18
Collections Remaining Undistributed More Than 1 Year but Not More Than 3 Years.
The portion of the undistributed collections reported on Line 13 that remains undistributed for more than 1 year but equal to or less than 3 years from the date of receipt.     (This amount is entered directly on this form.) 
Line 19
Collections Remaining Undistributed More Than 3 Years but Not More Than 5 Years.
The portion of the undistributed collections reported on Line 13 that remains undistributed for more than 3 years but equal to or less than 5 years from the date of receipt.     (This amount is entered directly on this form.) 
Line 20
Collections Remaining Undistributed More Than 5 Years.
The portion of the undistributed collections reported on Line 13 that remains undistributed for more than 5 years from the date of receipt.  

(This amount is entered directly on this form.) 
Appendix C. Comparison of Task Order UDC Categories and Categories as Defined in the OCSE Schedule UDC
	Task Order UDC Categories
	Schedule UDC Categories

	I. Timing/Legal Issue Holds
	Line 1:  Undistributed Collections Pending Distribution

	A. Collections received and pending disbursement within 48-hour federal timeline, or pending transfer to TANF or Foster Care
	Line 2:  Collections Received Within the Past Two Business Days 

Line 6:  Collections Being Held Pending Transfer to Other State or Federal Agency

	B. IRS Tax Offset Holds
	Line 3:  Collections From Tax Offsets Being Held for Up to Six Months

	C. State Tax Offset Holds
	None – in some cases, it may be appropriate to record these holds under Line 5. 

	D. Future Payments
	Line 4:  Collections Received and Being Held for Future Support.

	E. Judicial/Administrative Action Hold
	Line 5:  Collections Being Held Pending the Resolution of Legal Disputes

	II. Research-Needed Holds
	Line 7:  Undistributed Collections Unresolved

	A. No Address for Payee
	Line 9:  Collections Being Held Pending the Location of the Custodial or Non-Custodial parent

	B. Unidentified Payments
	Line 8:  Unidentified Collections.

	C. Accounting Issues
	Line 11:  Collections With Inaccurate or Missing Information

Line 12:  Other Collections Remaining Undistributed

	D. Business Practice Issues
	Line 10:  Collections Disbursed but Uncashed and Stale-Dated

	E. Manual Holds
	May be included in the categories above. 


Appendix D. Examples of State/Jurisdiction Categories Sorted Into the Category, “Collections Pending Resolution of Legal Disputes,” Line 5, page 14.

	Hold Reason
	Description

	Bank Levy Payment
	Held Pending Appeal

	Contested Arrearage
	120-Day Hold; allows current to disburse

	Contested Levy
	120-Day Hold

	Custody
	2 Business Days

	Federal Administrative Offset
	Held Pending Appeal

	Federal Levy/Multi-State Financial Institution Data Match (MSFIDM)
	Held Pending Appeal

	Insurance Intercept
	45-Day Hold

	IRS Intercept Money
	Non-Joint Return; Held Pending Appeal

	Judicial Hold – Court Case
	6-Month Hold

	Judicial Hold – IV-D Case
	6-Month Hold


Appendix E:  Resources

  The following is a list of UDC-related reports and resources that may be helpful to state IV-D agencies looking for information on UDC analysis and UDC reduction strategies:

GAO Resources

GAO UDC Report: Better Data and More Information on Undistributed Collections Are Needed
http://www.gao.gov/new.items/d04377.pdf
OCSE Resources

Analysis of State Undistributed Child Support Collections
http://www.acf.dhhs.gov/programs/cse/pubs/2001/reports/state_udc/
Managing Undistributed Collections and Improving Interstate Payment Disbursement 
http://www.acf.hhs.gov/programs/cse/pubs/2002/reports/managing_udc.doc
OCSE-34A Report and Instructions

http://www.acf.dhhs.gov/programs/cse/pol/AT/at-03-04.htm  

OCSE Schedule UDC
http://www.acf.dhhs.gov/programs/cse/pol/AT/2004/at-04-07.htm
OCSE UDC Conference Calls

If you are not already participating in these periodic conference calls, contact Sue Sosler with OCSE to ask to be added to the list of participants:

Sue Sosler

SSosler@acf.hhs.gov

Other Tools

Interstate Case Reconciliation (OCSE)
Under the National Interstate Case Reconciliation (ICR) project, states can transmit to OCSE an extract file of all of the state’s interstate cases.  OCSE matches the extracts with all participating states’ extracts (or Federal Case Registry data for non-participating states), and returns matched cases for reconciliation.  This process facilitates interstate communication and the greater use of Electronic Funds Transfer and CSENet by synchronizing state case numbers. Fifty-one states and territories participated in ICR-2.  For more information contact the following:  

 Query Interstate Cases for Kids (QUICK) (formerly Just-in-Time) Pilot
Under development.  Will allow a caseworker real-time access to financial case information on another state’s system through a secure server. States would verify their own user to ensure appropriate access to data.  For more information:

Contact: Sherri Grigsby (202) 401-6114 or sgrigsby@acf.hhs.gov
United States Postal Service Address Change Service

http://www.usps.com/ncsc/addressservices/moveupdate/acs.htm 

State and Other Resources

 California UDC Report

http://www.childsup.cahwnet.gov/pub/policy/cssin/2004/cssin04-03.pdf 
NACHA Task Force On Electronic Child Support Payments

http://ecsp.nacha.org/ 

User Guide for Electronic Child Support Payments:
http://ecsp.nacha.org/docs/Child_Support_User_Guide_4.1.pdf 

New York Undistributed Collections Project

http://www.dfa.state.ny.us/ohrd/handouts/497.pdf
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� Section 1115 of the Social Security Act authorizes states to conduct experimental, pilot or demonstration projects that are likely to assist in promoting the objectives of Title IV-D of the Act.  


� Section 1115 of the Social Security Act authorizes states to conduct experimental, pilot or demonstration projects that are likely to assist in promoting the objectives of Title IV-D of the Act.  


� See Appendix B for a description of the subcategories contained in Lines 2 through 6 which are rolled up into the figure reported under Line 1.


� Instructions for Completion of Schedule UDC, Line 4, OCSE-AT-04-07, emphasis provided.


� See Appendix B for a description of the subcategories contained in Lines 8 through 12 which are rolled up into the figure reported under Line 7.


� Instructions for Completion of Schedule UDC, OCSE-AT-04-07, September 30, 2004. 


� Ibid. 


� Ibid. 


� Two of the six jurisdictions were not included in this comparative analysis.  One was a local jurisdiction, where staff did not track or work all of the categories.   The other was a jurisdiction that was converting its SDU and did not have complete data for the same time period. 


� All figures were derived from each jurisdiction’s management reports for March 2003.  


� There are instances where it would be proper to hold collections in excess of two months’ support if the NCP has designated the excess as future support (for example, seasonal workers or NCPs traveling overseas may pay a lump sum to cover future months).


� See CHILD SUPPORT ENFORCEMENT – Better Data and More Information on Undistributed Collections Are Needed, GAO-04-377, March 2004.  


� See States’ Best Practices for Reducing Undistributed Collections: A Report by the National Council of Child Support Directors, May 2003, pp. 2-3, � HYPERLINK “kids.law.yale.edu/nccsd/documents/pos0021.htm” ��kids.law.yale.edu/nccsd/documents/pos0021.htm�


� See Undistributed Collections: A Texas Success Story, Child Support Report, March 2003, � HYPERLINK “www.acf.dhhs.gov/programs/cse/pubs/2003/csr/csr0303.html#a” ��www.acf.dhhs.gov/programs/cse/pubs/2003/csr/csr0303.html#a�


� See Missouri Child Support Receives 2003 Public Excellence Award, Child Support Report, June 2003, � HYPERLINK “www.acf.dhhs.gov/programs/cse/pubs/2003/csr/csr0306.html#h” ��www.acf.dhhs.gov/programs/cse/pubs/2003/csr/csr0306.html#h�


� See States’ Best Practices for Reducing Undistributed Collections: A Report by the National Council of Child Support Directors, May 2003, pp. 3-4, � HYPERLINK “kids.law.yale.edu/nccsd/documents/pos0021.htm” ��kids.law.yale.edu/nccsd/documents/pos0021.htm�


� See Reducing and Maintaining Acceptable Balances Through Reducing the Volume of Unidentified Payments and Efforts in Child Support District Offices, Best Practices and Good Ideas in Child Support Enforcement 2002, � HYPERLINK “www.acf.hhs.gov/programs/cse/pubs/2002/best/virginia.html#N106C1 “ ��www.acf.hhs.gov/programs/cse/pubs/2002/best/virginia.html#N106C1� 


� OCSE Best Practices and Good Ideas in Child Support Enforcement 2002.


� Ibid.


� See Missouri Child Support Receives 2003 Public Excellence Award, Child Support Report, June 2003, � HYPERLINK “www.acf.dhhs.gov/programs/cse/pubs/2003/csr/csr0306.html#h” ��www.acf.dhhs.gov/programs/cse/pubs/2003/csr/csr0306.html#h�


� States’ Best Practices for Reducing Undistributed Collections: A Report by the National Council of Child Support Directors, May 2003. 


� See DCL-03-6: Location of Custodial Parties (CPs) through the Federal Parent Locator Service (FPLS), March 7, 2003.


� Colorado’s Visa card web site:  � HYPERLINK “http://www.childsupport.state.co.us/pdfForms/fsrcard1.pdf” ��http://www.childsupport.state.co.us/pdfForms/fsrcard1.pdf� 


Washington State’s Visa card web site: � HYPERLINK “http://www1.dshs.wa.gov/pdf/esa/dcs/dcscard.pdf” ��http://www1.dshs.wa.gov/pdf/esa/dcs/dcscard.pdf� 


� See section 42 USC §664(a)(3)(B).


� See 45 CFR 309.115.  





