Kentucky Races to Collect from Deadbeat Dads
Executive Summary

For more than a year, the Cabinet for Health and Family Services (CHFS) and the Kentucky Department of Revenue have worked together to obtain payment of past due child support, a collaboration that was authorized by the State Legislature in 2002. The project was begun as the result of a study commissioned by CHFS to improve child support collections. Prior to the project implementation, CHFS was using a combination of electronic and manual processes to accomplish the task of collecting past due child support liabilities. It is believed that this collaboration effort is unique in the nation. Last year, the federal Office of Child Support Enforcement awarded Kentucky a Commissioner’s Award for creative use of automation in increasing efficiency.

In January 2004, the process was fully automated with an electronic link between CHFS and Revenue’s Online System for the Collection of Accounts Receivable (OSCAR).  CHFS can now send information about cases with large past-due amounts directly to the OSCAR system.  With OSCAR, the collection process is already in place to seize bank accounts, attach tax refunds and wages, and place liens against homes and other property.  

More than $1.2 billion of past-due child support is owed to Kentucky families.  The partnership benefits both the 190,000 Kentucky families who do not receive all of the child support to which they are entitled, and the taxpayers in the Commonwealth.  About 1/3 of the 190,000 or approximately 63,000 families receive public assistance, which amounted to $84.3 million in fiscal year 2003. For those who receive public assistance, the child support payments are first used to offset the financial assistance and Medicaid payments made by the state.  In these cases, the state retains $.30 of each dollar and sends the remaining $.70 to the federal government until all of the payments and Medicaid expenses are recouped.  Families who do not receive government assistance receive 100% of the money collected from the non-custodial parent.  In an initial pilot project, it was discovered that collections of child support increased significantly when CHFS mailed collection letters to delinquent parents using Department of Revenue letterhead. This step was followed by a phase of the collaboration that involved manual passing of data to Revenue for further collection action.  In the first year of the pilot project Revenue collected $295,000 in delinquent child support. 

Since the automated portion of the project’s implementation in January 2004, $355,000 of delinquent child support has been collected.  Revenue anticipates collecting several million dollars each year using the automated collection process.. These collections will soon offset the $390,000 cost of developing the automated process.   

In addition to the collaboration with the Department of Revenue, CHFS has initiated better training of local child support workers and a clearer division of responsibilities between CHFS and the county attorneys who provide legal services to child support clients.  With the implementation of the automated process, county attorneys’ offices make an entry into the computerized file when a non-custodial parent does not make a good faith effort to pay within 20 days of receiving a letter warning of enforcement actions.  Once this entry is made, the automated process is initiated and the collection process begins!
Description of Project

The Cabinet for Health and Families Services is charged with the collection of past due child support in the Commonwealth of Kentucky. The Kentucky Department of Revenue, specifically the Division of Collections, collects delinquent taxes administered by the Commonwealth of Kentucky.   The two agencies have collaborated to leverage an existing system to assist in the collection of delinquent child support payments in the Commonwealth.
The CHFS establishes paternity and administers court orders for financial and medical child support. A directive from the federal government and the Commonwealth of Kentucky encouraged the CHFS and Revenue to work together to more efficiently collect past due child support.  As a result of this directive, information regarding delinquent non-custodial parents is now passed electronically from CHFS into Revenue's On-Line System for the Collection of Accounts Receivable (OSCAR).  This system, which was designed for the collection of delinquent taxes in the Commonwealth, was already operational, although modifications were required for this partnership.  Through OSCAR, Revenue employees can generate letters and take enforced collection actions such as the filing of liens and creating wage and bank levies to assist in the successful collection of these past due accounts.
Prior to the project implementation, CHFS was using a combination of electronic and manual processes to accomplish the task of collecting past due child support liabilities. Since the project has been implemented, in cases where the non-custodial parents are significantly past due, CHFS sends the cases to Revenue for resolution. 
The new Revenue/CHFS process facilitates the passing of all liabilities, demographics, current employment and bank account information from CHFS to Revenue.  The new product takes advantage of the current OSCAR processes such as the generation of system and manual correspondence, scheduling cases for follow-up activity, and creating daily work lists for system users.  The OSCAR system compiles, summarizes and reports dollars collected and activities performed.

Significance to Government Operations

Centralizing state government's debt collection efforts allows for a much more efficient and effective method of collecting money owed to the commonwealth and its citizens. Revenue has the expertise needed to enhance these collections on behalf of Kentucky's children. 
This is a stellar example of the commonwealth's efforts to use available resources in the most efficient manner. This partnership benefits all taxpayers, as well as the more than 190,000 Kentucky families who do not receive all the child support they are due.  The project is a small but significant step toward reducing the more than 1.2 billion in past-due child support owed to Kentucky families. 

About 1/3 of those 190,000 families receive payments from the Kentucky Transitional Assistance Program (KTAP).  When delinquent child support is collected in such cases, the money is used to offset the required welfare payments. Until all KTAP payments made to a family are recouped, the commonwealth retains .30 of each dollar of child support collected, and .70 goes to the federal government. Similarly, Medicaid payments for children's medical costs are recouped from child support collections.
The joint project stems from a study commissioned by CHFS to improve Kentucky's child support system. In its report on the study, delivered three years ago, Policy Studies Inc. recommended several steps. Included in their recommendations were increased collaboration with Revenue, improved training for local child support workers, and clearer division of responsibilities between CHFS and the contractors, usually county attorneys, who provide legal services to child support clients.
Benefits Realized by Service Recipients, Taxpayers, Agency or State

· Over $355,000 has been collected since the collaboration began, with the expectation of collecting millions for Kentucky’s families and children.  Much of that has been distributed to Kentucky families, while the state has retained some of that money to reimburse itself and the federal government.
· CHFS can take advantage of the Revenue collection expertise and the increased response that comes just from having the Department of Revenue involved. 

· Payments have increased on the most egregious cases of unpaid, past-due child support.

· Two areas of state government debt collection are centralized.
Return on Investment

The computerized interface cost in fiscal year 2003 was $137,000.  In the period from July 2003 until the current date, the cost was $253,000, for a total cost as of the current month of $390,000. 

Since the project’s implementation in January 2004, $355,000 of delinquent child support has been collected.  The Commonwealth is well on the way toward recovering the development cost of this project.

In the long term, it is expected that millions of dollars will be collected annually, dramatically reducing the $1.2 billion in outstanding child support arrearages. 
