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FLTa

. with child support debts included In credit records,
delinguent obligors may have difficulty obtaining
credit, incurring other debts which would interfere
with their ability to pay child support.

[} The cost ¢f a credit report is relatively low compared
te the collection potential of a case. The typical
cost to a IV-D agency for obtaining a £full consumer
report ranges from 51.75 to $3.75 per report. The
typical cost for a ®header® report ranges from §.75 to
£1.78, ‘

Inaues

Changing the CSE regulations that relate to the use of CRAs has
been an area of consideration. Several legiglative proposals
have been introduced to mandate & more aggressive use of credit
bureaus by child support agencies, This section presents a
discussion of the issues involved with credit reporting and the
pros and cons of making adjustments te the child support
regulations that govern their usse.

Bhould the Federal Governmenit Mandats gubmittal ¢ CRAs?

Most states already submit to CRAs without walting for a requaest,
but a few states do not. Mandated submittal would ensurs that
all states report delinguent obligors to CRag, but would be
ineffective if periodic updating were not also required. If the
information ig old ¢r inaccurate, grantors will not rely on it
amnd the information, therefore, will have no impact.
Additionally, if the credit report is routinely updated, the
obligor’s credit record will improve as paywents are made, which
may serve as an inducement for obligors to make prompt and
consistent child suppert payments.

Routine updates, however, may be a significant burden on states,
particularly for those states with limited automation. -

How often should updates be required? The credit industry
standard is for information in consumer records to he updated
menthly. Nebraska submits new cases to CRAsS once a year and
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EXBECUTIVE BUMMARY

withholding income is not an appropriate or effective remedy to
use in all situations to ensure compliance with a child support
order. If collections are to iwprove dramatically, other
enforcemant techniques need to be strengthened and child support
agencies need the resources and tools to enforce payment.

.- Changing the federal regulations to mandate a more aggressive use
of credit reporting agencies should be considered. At the very
least all states could be required to report delinguencies to
credit bureaus once the obligor is one month behind in paymenta.
Reporting ongoing support obligations should alsc be considered
to restrict obligors from incurring debt that could prohibit
their ability to pay support. A public relations effort should
be launched to ensure that c¢reditors actuslly understand the
legal implications of a child support debt and use the
information accordingly.

Most adults in the U.S. have a driver’s license and at least one
vehicle. Obtaining a license to drive or registering a vehicle
is a privilege governed by state laws. States have the power to
deny the privilege to drive or register a vehicle. One agency of
the state should not assist a non-supporting ckligor’s ability to
be mobile and potentially flee from justice while ancther agency
seeks vightful action. Rather, the license governing agency
should restrict movement by denving the initial issuance or
renewal of a license or registration until the nen-payment is
cleared up. The same principle could apply to other licenses.
Wnen a person seeks to renew an occupational, professional, or
business license, the ligense could be denied 1f the applicant is
not complying with an order to pay child support.

The property or assets of obligors who are delinguent in thelr
echild support should be fruzen until the debt is satisfied. The
process for placing -liens and releasing them should be
streamlined. Routine encumbrance may be the most effective way
of deterring self-employed obligors from not meeting their
suppoert obhligations,



reports, perhaps cbligors would be less likely to incur debts
¢hat could prohibit their abkility to meet their support
cbligations.

One could argus that including the support obligation on the
credit report of an obligoer who is making timely payments is
intrusive. Howaver, all other dabts, regardless of payment
status, are inclunded in credit reports. Additionally, this type
. .-of system rewards obligors who pay support on time since

" favorable information would be included in their credit raport.

As with other aspects of credit reporting, automated systems
implications and costas would be a consideration.

Inpact -

Do cradit grantors want and use child support information or does
it have little impact on the outcome ¢of a credlt granting
process? In a survey of credit grantors conducted by Asscciated
Credit Bureaus, Inc., 88 percent ¢f the grantors sald such
information would have an impact on the decision to approve or
disapprove a credit application. However, while child support
arrearage information is apparently used by credit grantors, it
is unclear if it is given the same value or weight as other
credit information.

The Federal government has many programs which grant credit to
individuals in the form of grants, loans, or subsidies.
Preliminary research with the USDA seems to indicate that child
support debts have virtually no impact on granting farm subsidies
or farm and home loans. There also seems to be some confusion
raegarding the fact that & ¢hild support arrearage has the same
force and effect as any money Jjudigment.

2. STATE LICENSING RESTRICTIONS OR REVOCATIONS

4

Background

A number of States are seeking to implement a powerful new remedy
te strengthen ¢hild support enforcement--reveking or imposing
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' NONWITHHOLDING ENFORCEMENT

BECTION I: BACEKGROURD

The problem of non~support remains critical despite Congressional
action to create tougher child support enforcement {(CSE) laws in
the form of the 1984 Amendments and the Family Suppoert act of
1988, Only 50% of cbligors pay as ordared, while 28% pay less
_-than the support ovrder amount, and 25% igﬁaza the corder and pay
"nothing. :

BECTION IXs CURRENT BITUATION

Income withholding is the most affective enforcemant renedy
available., It lends itself to automation, iz efficlent, and uses
a neutral third party to do the collecting. In FY 1982,
withholding accounted for 49.9%% of all CSE collections. While
withhelding is effective for a large part of the population, it

- is not appropriate for everyone. What do we do about obligors
vho, for example, are paid in cash, change jobs rapidly and
frequently, or are self-employed?

Nonwithholding enforcement remedies, with the exception of the
IRS tax refund intercept, are governed by state statute. Just as
the statutes themselves vary, so does their sffectiveness which
generally depends on automation, sufficient rescurces, and
training.

This paper is a discussion of nonwithholding enforcement '
remedies, except for IRS full collection, which is addressed in'’
ancther paper. Section III focuses on credit bureaus, license
holds, liens, and interest; Section IV discusses additional
traditional remedies; and Section ¥V discusses remedies that are
not curreritly being used, but are worth explorirg.



- other triggers includs failure to appear under a
warrant (AR and MA), a court finding that the
arrearage was deliberate {IN}, the accumulation of
a ld«~day arrearage {NJ), and petition of an
obligee alleging the existencse of a2 dalinguency

{MT) .
" Procedures also vary.
- Tn Vermont, applicants for licenses complete a

fore attesting to their "good gtanding® with
raspect to child support. Pallure to complete the
form results in a referral to the IV-D agency.

- In California, they go after a wide varlety of
licensses, including licenses to teach., If an
obligor is 30 days in arrears but is cooperating
with the IV~D agency to reach a ssttlement, the
licensing agency will iseue a & month temporary
license s¢ the obligor can continue driving or
working. ‘

Henefity

An impnrtanﬁ benefit to this remedy is its applicabllity %o
interstate cases. There are over 143 million automobiles in the
country which are routinely registered with a state motor vehicle
agency. If states broadcast warrants on a network that is
aceessible to motor vehicle agencles, the agencies could
routinely scan the network prior to lssuing licenses. If the
applicant is on the network, the agency would issue only
temporary licenses until the obligor cooperates with the IV-D
agency and is subsedquently removed from the network.

This remedy clearly has collecstion potential, especially if given
a lot of publicity. To date, only ldaho cites collection
figures: $1.5 million through driver’s licenses, $.5 million on
fish and game licenses, and $75,000 through motor vehicle liens.




In addition, since the GAO report was lssued, California has
developed a statewide automated gystem for reporting all court-
ordered obligations, whether or not in arreara. This procedure
conforms with the practices ¢f other providers ©f credit
information, which generally report information to CRAs on all
persons regardless of whether paynents are timely.

Many States not only report information to ¢redit bureaus, but

_use them as a primary location source. According to the State-
At-A~Glance Directory, 18 States uvsa CRAS as an asutomated locate

source. Although IV-D agencies are prohibited by the Fair Credit
Reporting Act (FCRA) from obtaining a full consumer report to use
as a locate resource for cases where an order has not been
established, IV-D agencies can cbtain and use "header®
information on a credit repart for such cases. There is no
industry standard for "header' information, but, at a ninimum,
this information includes the obligor’s name and address.

Benatits of Credit Reperting

Iv-D agencies provide information to CRAs so that ¢hild support
delingquencies will be recorded on obligors? ¢redit records. This
has several benefits.

[ 1t encourages obligors to make prompt and consistaent
payments so that their ¢redit records will not he
adversely affected. A demonstration proiect in Marion
Ccounty, Indiana found that reporting to credit bureaus
increased the collection of arrearages as well as
current support.

" Credit reporting may be particularly effective in cases
involving self-emploved obligors, which can be among
the hardest cages to work, because many self-employed
obligors are highly dependent on credit to operate
their businesses,



a privilege, not a right. The state bas an interest in sseing
+hat the license holder is law-abiding and that its judicial
orders are honored.

Cw LIENS
sackground

.-A lien is a claim on real or personal property for the

" gatisfaction of a debt or duty. The Child Support Enforcement
Amendments of 1584 regquired States to implement procedures under
which liens are imposed against real and personal proparty and
liquid assets for arrearages owed by an obligor who resides or
owns property in the State. It directed states to establish
guidelines to determine whether or not ¢¢ create a lien in a
given case.

All states have enacted laws allowing liens to be attached to
metor vehicles, boats, trgllers, houses, livestock, antique
furniture, financial instruments, IRAs, bank accounts, lawsuits
and worker’s compensation benefits.

Banks, gavings and loan associations, credit unions, and other
types of financial institution agcounts provide a ready source
for satisfying child support arrearages. Through IRS, child
support agencies have access t¢ tax returns that show the
locations of institutions that held accounts for cobligors.
Project 1089 is a prime technigue for locating obligated parents
and obtaining information on their employment and assets. S
Project 1099 is named after the form on which the IRS receives
information on taxpayers’ savings accounts, stocks and bonds,
dividends, and capital gaing, as well as other Important
information.

Current Situation

Where used, seizing financial accounts has proven to be an
effective enforcement technique. Camden County, New Jersey
cperates an effective selzure of assets program with which they
collected over $100,500 in FY 1981,
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updates the information monthly. Alaska, California, Delaware,
and Kentucky update information monthly. WwWith limited
automation, almost any routine updating interval other than
annually, would be very labor intensive and almost prohibitive.

ghould the Foderal dovernment Regquire Reporting for Cases with
Less than S30060 Arrears?

. Praliminary OCSE data for 1992 indicates that the average support
award per AFDC case is $130 per month. Therefore, fur a large
segment of the population, an obligor could be as many as eight
months behind before he/she is reported to a credit bureau. A
reduced threshold for reporting would ensurs that reporting
occurs earlier, before large arrears acorue. One alternative
would be to reduce the threshold to a defined numbeyr of months?
arraarage. Using one month would be consistent with Federal
regqulations regarding enforcement of orders at 45 CFR 303.6.
Other approaches might be te simply lower the dollar amount of
the thresheld oy require reporting,for all cases eligible for
State and/or Federal tax offset.

The positive effect of lowering the thresheld is that more cases
would be reported and, hopefully, more child support payments
pade. On the vther hand, a substantial increase in the number at
¢ases reported could have major automated systems and
administrative implications, 1In addition, CRAs are mainly
interested in substantial arrears that may inhiblt an abligar'sv
ability to pay back debts. Reporting only substantial arrears to
CRAs makes it clear that such an entry on the credit report is
always detrimental.

ghould the Federsl Government Mandate the Reporting of Ongoing
Support Obligations?

Reporting ongoing suppert obligations cenforms with the practices
of other providers of credit information, which generally report
information te TRAs on all persons regardless of whether payments
are timely. If child support obligations were included in credit



identifying and seizing sssets can be a difficult and a
labor intensive cperation.

It is generally believed that most obligors do not have

- mach in the way of assets, Howevar, in a recent study

conducted by the Massachusetts Department of Revenue,
they found that cut of 72,000 obligors, over one third
raport interest income from bank accounts held in
Massachusetts., This does not include non~interest
bearing checking accounts or accounts outside the
Commonwaalih.

Seizing of non liquid personal property is not alwvays
cost effective considering the need for additional
personnel and equipment te seize property, a facility
for storing the property and the costs associated with
selling the propesty.

Following are some of the many remaining questions or issues
asgsociated with the use of liens.

Should Congress require that liens be executed on all
appropriate cages? If liens were mandatory and subject
to audit, would this be a2 catalyst to managers to place
resources in this area? Where would managers get the
additional staff considering the hiring freezes that
many jurisdictions are under?

Ehould States be reguired to create a lien imposition:
system on property that needs no court involvement "
unless a legal dispute arises?

Should States be required to develop and use a process
in which liens can be placed on real and perscnal
property immediately upon the support becoming past
due?

Should Congress mandate that child support liens have
priocrity over all subseguent lienholders (including the
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restrictions on a wide range of licenses issued by states. .
Exanples include drivers licenses {(individual and/or commercial},
vehicle ragistration, professional licenses (medical, legal, real
estate, ete.), commercial business licenses, trade licenses
(plumbers, electricians, beauticians, ete.), and sporting
licensas (hunting, fishing, gun ownership, &tc.). Should the
Federal Government mandate that states pass legislation to revoke
and rastrict licenses for nonpayment of child support? Should

.- the Faderal government consider revoking or restricting federally
{ssuad licenses?

Because the states’ experience with this remedy is so recent,
information is quite limited. There are virtually no firm
statistics at present.

turrent gsitustion

States are in various stages of implementing some typa of licensa
helding. Follewing is a summary of thelr activity as of May 6,
1933,

= 23 states have enacted, introduced into legislation, or
are planning to introduce legislation,

- 6 have enacted legislation

- 13 have proposed legislation

- 4 are in active planning/discussion phase
a States are targeting a variety of licenses.

- 14 dyriver’'s licenses

- 14 professional licenses
- 10 trade licenses

- 7 vehicle registration

- 5 business licenses

- 4 sporting licenses

B Triggering mechanisms vary widely.

- & states gpecify one month’s arrearage
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Barriers

As with anything, there are some barriers or impediments to the
widescale use of liens. Following is a discussion of them.

[ ] In cases where craditors can seize a joint account,
courts are split as to whether the entire account or
only the debtors share is subject to garnishment,

» The seizure of an account exists for a limited period
of time and, therefore, would not be available in most
states to use for current and future support.

[ Unless the proéé%a is highly automated, processing
liens requires additional staff which will be difficult
if not impossible for most jurisdictions to obtain.

[ Modifying existing lien systenms will require the
cocperation of numerous state and county agencles who
may be reluctant €o make any changes.

D. INTEREST

Background

A person faced with paying a bill that accrues interest if not -
paid on time or paying a bill that has no penalty for late
payment would pay the former. There is no financial incentive
for an obligor to pay child support before paying a debt that
acerues interest. Child support debis are at a competitive
disadvantage compared to commercial debits,

States have interest laws that apply to civil nmoney judgments.
However, while many states have the authority to apply interest
to delinguent support, few routinely do so. Those states that
charge interest, such as California, fgel that if the obligeor is
assessed interest on the unpaid support he or she is motivated to
make timely payments. In addition, they feel it is compensation
to custodial parents and the interest reflects the current value
of money owed in the past, '
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Issues é

Licensing restrictions or revocations for child support
arrearages ig a powerful remedy with great potential te get the
attention of obligors, especially the population that does not
aarn money working at conventional jobs. Because it is so
potentially powerful, licensing restriction/revocation should be
well thought out and planned. Loss of a license must not be

. . allowed to contribute to nonpaysent or interfere with the needs

af the community. For example, a hardship could be c¢reated in a
small town if the only local doctor lost his licensa,

An effective license revocation system depends in large part on
automation. The downside to automation is start-up costs. It
was DMV’g gtart-ap costs that California found to be the most
costly single component~~$263,000.

Due process protections must be adequately considered. Minnesota
has a provision requiring that a hearing be held in 30 days.

This hearing only addresses mistakes of fact, Appeal processes
need adaguate consideration. California’s reviews are held by
the various licensing boards and a person always has the right ¢o
take the case to court.

Pederal Licenses

Currently, no Federal agency withhelds or revokes licenses for
nonpayment of child suppert. For example, each year the FAA
issues approximately 250,000 certificates to pilots and other
related personnel (mechanics,contrsl tower persgonnel, flight
instructors, et¢.) regardless of their child support status.
Should licensing agencies at the federal level be held to the
same requirements as those at the state level? This is an area
that may warrant further exploration.

Inpact

Though some may f£ind the restricting or revoking of licenses to
be a harsh remedy, we need to remember that holding a license is



. Without the benefit of state-wide automated systems,
calculating interest is an extremely labor intensive
and error prone procedure in which the costs would
outwaigh the benefits gained.

- Extensive policy and audit regulations will need to ba
written to address all the administrative issues
asgsociated with ceocllecting interest. This pay be
probilematic in view of Congressional intent to reduce,
not increase, regulations on the states.

» Collection of interest exacerbates an already
complicated distribution systen.

QPTIOH

Instead of charging interest on past-due child support, it may be
Just as effective to charge a flat monthly late foe. The late
fee coyld be considered an adnministrative charge for collecting
delinguent c¢hild support and would not be subject to distribution
regulations,

In non-AFDC cases, the late fee could go to the custodial parent
for lust value of monegy, or tha money could be split batween the.
state and the custodial parent.

BECTION I¥: TRADITIONAL REMERIES
A FEDERAL INCOME TAX REFUND OFFSBET
Backyground

Under this program, the IRS is authorized to withhold &ll or part
of certain individualg! Federal income tax refunds for collection
of delinguent child support cbligations. The major provisions of
the legislation and resulting regulations to be considered in
this paper are as follows.

- In non~AFDC cases, the ampunt of past-due support that
must be owed before using tax offset must be esqgqual to
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Massachusetts haaizeaently bagun an autonated system of freezing
and seizing financial accounts. Defaulting parents vere sent two
notices prior to the meizure. The first notice informed parents
that they had 30 days to resolve thelr child support arrears.

The second notice damanded immediate payment of the arrears
warning that additional measure would be taken. Selzure of their
financial accounts was one of geveral measures nmentioned.

.- Tha State crossmatched names and sogial security mumbers from the

IRS 1099 report with their own data bass of obligors with an
arrearage of $500 or mwore. When a match was found, the State
submitted a notice to the appropriate financial institution
directing that the account be frozen and funds, up to the amount
of the arrearage, be gend Lo the USE agency.

Hassachusetts has recently experienced a 49% hit rate (number of
requests subnitted verses the numbers of agcounts with funds)
using this technique. In the case of joint financial aceounts,
the entire amount, up o the amount of the arrearage, may be
taken. A spousal co~owner of the account has no appeal, Batweean
January and April of 1993, Massachusetts has collected $3.2
million by using this technique.

california is conducting a pilot program using their Franchise
Tax Board to seize income tax refunds in a manner similar to the
IRS Tax Refund Offset program. In California, welfare and non=
welfare ¢hild support arrears of $150 or more are submitted for
seizure. '

Insuen

In spite of the fact that CSE Agencies have the authority to
impose liens, very few agencies actively pursue them as an
enforcement remedy. Most CSE Agencies rely instead on wage
withholding, Federal tax intercept and unemployment intercept as
‘their primary enforcement techniques.

There appear to be three reasons vwhy liens are not fully
utilized.

1. Partly as a result of individual State lien procedures,
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Triggaring Arrsarags

Under cuzrrent Federal vegulations, in an AFDC <ase, an aryearage
of $150 or more may be referred for Federal income tax refund
offset if it is at least three months old. In & non-AFDC case,
the Federal statute reguires that the arrearage must equal or

excead $500.

..This difference in treatment of AFDC and non~AFDL individuals
could be eliminated by making the threshold amount for an
arrearage that may be sent for offset the same for both types of
CAges.

Setting the amcunt at $150 for non~AFDC individuals would result
in more cases being referred to the IRS for collection of srrears
and send a message that non-payment of support leads to guick and
serious enforcement action for everyone. Since offset is an
annual process, cases that do not gualify in any given year could
have an, additional year of arrearages bulld up before a .
collection is made, if non-payment continues and other State
machanisms do not bhring results. Since many individuals who
receive IV-D services are the near poor, the sdditional support
available through early access to offsel could be very meaningful
to them. Further, the longer arrearages build up, the lsss
likely it is that any one year’s offset would recoup the full
apount owed.

State IV-D agencies and the IRS may not be supportive of this

change 1if they believe increases in workioad would ba\@xcassiva.{’

In the 1985 preamble to the final regulations implementing tax
offset for non-welfare cases, it is noted that “Comnmenters
expressed concern about the different thresheld amounts for
referral of AFDC and non=AFDC cases for offset.® In responsse,
OCSE said that "the lower threshold for AFDC cases yreflects the
generally lower support obligations for AFDC families and the
fact that States are able to verify these arrearages gasily
becanse they are assigned to the State.®™ OCSE deglined to raise
the $150 amount at that time to match the statutoery $500
threshold for non~AFDC cases. :
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" ‘Benefits

federal government), regardless of the date that
arrearage subject te the lien accrue?

Should States develop a Statewide lien registry? If a
title searcher wants to check for encumbrances, the
child support lien would ba discoverable by on-line
gonmputeyr or printout access to the central lien
registry’s computer.

The successful use of liens has and is being demonstrated in
several jurisdictions across the country. Following is a list of
the many benefits to consider in answering the guestion regarding
inposing their use on the states.

States already have the legislative authority to seize
both real and personal property.

L3
The expanded use of lisns is an excellent way to
increage collections from obligors who are selfw
employed, working under the table, or working for
companies that do not report wages to the State
Employment Security Agency.

Financial institutions are experienced in dealing with
holds on accounts and would not be unreasonably
burdened by the attachment.

While a lien execution con personal property can be
expensive, & lien on a bank account may only cost a few
dollars.

Seizing elither real or personal property sends a
ressage to obligors and the community that nonpayment
of child support is a grievous offense and the CSE
agency is serious about enforcing child support orders.
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type of proposal, all child support arrearages referred for
offset by the IV-D agencies would receive egual treatment at the
IRS.

Ron=IV~D Application for Offset Servicves

Under current statute and regulations, non-AFDC individuals must
f£ile an application if they wish to receives 1IV-D services. Once
.-an application is filed, the IV-D agency has discretion in how it
handles the case and may usa any mechanisms at its disposal to

enforce a support order. Program pelicy has always dictated that

an individual may not apply for a particular IV=-D service, nor
way an individual specify particular services that are not
desired. '

A minor exception to this position has been applised to locata
only services. An individual asking for locate help does not
have to apply for IV-D smervices to receive this assistance. &
fee is charged for the service, -

Using locate only as a model, a preoposal could be developed to
permit non«AFDC individuals to access the Pederal income tax
refund offset service without applying for the full range of IV=-D
garvices., Under such a proposal, an individual whose case meets
the criteria for non=-AFDC offset (or separate eriteria if
desirable) would contact the State with the relevant informatiag'
and request ¢ffset services. The State would likely charge a fee
that would cover State and IRS costs of providing the services.
The State would tag these cages as non-IV-D cases and monitor |
them separately from the IV-D caseload. The Federal government
would have to ensure that costs of providing this service are not
charged to the IV-D prograp, unless legislation is enacted
authorizing Federal financial participation for these costs.

There is no information on the magnitude of ¢ages that could bhe
expected under this type of expansion of the Federal income tax
refund offset program, but if could be tremendous, particularly
if the service was effectively marketed to the public. According
to the Census Bureay, the aggregate smount of child support
received in 1989 was $11.2 billion, 68.7 percent of the $16.3
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Issues

H
#ith only a few jurisdictions actually charging interest, there
is a dearth of actual operational experience to draw upon. As
nore experisnce is gained, many more issues will most assuredly
surface, Kawavar,‘tha major issue with respect to charging
interest is its effectiveness and costs. Will charging interest
on arrears be an incentive for delinquent obligors to pay thelr

.- 'child support? Will a few dollars of interest be a sufficient

monetary incentive to encourage obligors who owe hundreds of
dollars to make thaeir child support payments? Will the
administrative costs incurred be worth the money collected?

Banafivs ‘

The benafits to impésing and collecting interest on arrears
include the following.

- " Charging interest sends a wegzages t¢ the obligor that a
child support debt is at least as important, if not
more 80 thanh paying a home mortgage or car loan.

[ Charging interest gives the custodial parent the future
value of the money that was not paid timely.

» If charging interest provides an incentive for abliqars
t6 pay their suppoert as ordered, it will, if
implemented naticnally, increase principal collectiong.

" Even without federal legislation, many states could
implement a2 policy ¢f charging interest since most
states already have laws allowing interest to bhe
charged on judgments.

Barriers

The impediments to imposing and collecting interest include the
following.

1 Statute of limitations problems are increased.
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19808, with increasing governmental presence in the CSE system,
there wore renewed calls to use criminal nonsupport laws that had
been lightly used for several decades.

current Bituation

with nonsupport not tolerated as readily by society today,
persons have returned to the criminal arena for tha more
“egregious cases of nonsupport, in which the obligor is reminded
that nonsupport not only is an affront to the family but to
society as well. Almost every state has a misdenmeanor crininal
nonsupport statute. Sone states make repeated nonsupport or
extensive nonsupport a felony.

Congress passed a federal criminal nonsupport statute in October
1893. The law makes it a misdemeancor to wilfully fail to pay “
support when the obligor lives in a different state from the
child and the arrearages total §$5,000 or are one~yvesar or more
past due. Anyone convicted must pay restitution equivalent to
the amount of the arrears. A second conviction is a felony. The
Pepartment of Justice is currently working on guidelines for U.8.
Attorneys to follow regarding the prosecution of okligors under
this law. DOJ is consulting with OCSE during this process.

Isnves

Criminal nonsupport should be used Iin high profile cases, or whéﬁ
it is the only “"button® that once pushed will force the obligor
to pay. It is considered a tool of secondary, not primary,
resort. It is too costly and too hard to prove to be used
routinely. It does send-a message, however, that nonsupport
offends the community as well as the unsupported family.
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or greater than 5500, In AFDC and Foster Care cases,
the amount of past~due support that sust be owed before
using tax offset must be at lesast $150, and the support
must be delinguent for three months or longer.

| In non~AFDC cases, "past-due gupport®™ means only past-
due support owed to or on behalf of s minor ¢hild or an
individual who, while a minor, was determined to be
disabled under title II or XVI and for whom an order of
support is in force.

Surrant Results

The Pederal income tax refund cffset progran hags been very
successful in collecting child support. Nationally, it is the
gecond most effective collection technigque (after wage
withholding). The table below shows Federal tax refund offset
progran results for processing yesr 1992,

Federal Taxz Refund Offset - 1982

Casen Offset Collected Per Offget
AFDC 737,254 $46€ million $632.04
non~AFDC 254,435 $179 miilion £703.04

631,689 $645 nmillion §650.26

Potantial Program Expansions

To increase the collection potential of this technigue, various
changes have been discussed that may lead to (1} an expansion of
the types of cases that may be referred for offset, or (2) an
increase in the number of cases offset and/or the collections per
case. .

The proposals outlined below would make Treatment of AFDC and
non=-ArDC ¢ases the same.
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his/her own jail cell. The former is ¢riminal contempt, and all
rights attendant to a criminal case attach. The later is civil
contenpt., In civil contempt, unlike criminal contempt, the
purden of proof of ability to pay may be switched to the
defandant. That is, the defendant may be required to prove an
inability to pay once the state makes a case that there haven’t
been payments made asg ordered. A clivil contempt case needs to be
proved by a preponderance, or greater weight, of the evidence, a
.. lower standard than the criminal standard. In most states, there
is no right to an attormey in civil contempt. Also, in civil
contempt there i{s an incentive to pay the debt hecause the
obligor holds the keys to the jail, as he/she is released upon
payment raceived.

Contempt has traditionally been handled exclusively by judges.
While there may be a federal or state constitutional problem in
having a nonjudge attempt to incarcerate someone, a state may
attempt to pass constitutional muster by having a hearing officer
or magistrate hear the case and make findings of fact to the
judge for the judge’s ratification. Upon ratification, a bench
warrant is lssued for the contemnor. The contemnor will have had
a few hours or days to attenpt to scrape together the payment
that will keep him/her out of 3ail. A bond nmay be reguested by
the hearing efficer to deter the contemnor’s disappearance prior.
to ratification by the judge.

Contempt is a persocnal finding by a judge that someone has ,
disobeyed the court’s order. It is ironic that this is generally
considered an unenforceable finding across state lines. while a
money judgment is given full faith and credit by another state, a
Judge’s finding of contempt is not. Full faith and credit may be
extended to contempt findings, so that the dudge in the second
state needs to determine only that the contenmnor has not purged
himself/herself of the contempt a fellow judge already found.

The contemnor would purge himseli/herself based on the purging
reguirements set forth by the first judge.
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Pogst-mninor Chiid :

One especially in;quitaﬁla difference betwaen AFDC and non-AFDC
cases is that tax offget is not available for non-AFDC children
who have reached tha age of majority, even if the arrearages
accrued during the child’s minority. Congress carved out one
exception by allowing offset for post-minor disabled non«AFDC

" ehildren. In contrast, in AFDC cases, arrearages may be

.. oollected through offset regardless of the <hild’s age. The U.S.

Commission on Interstate Child Support recommends that Federal
income tax refund offset be expanded to cover non-aAfFDL children
of any age to whom support is owed, limited only by the
applicable statute of ;igitation.

This would appear to be a low cost modification that would
primarily benefit individuals who have been unsble to collect
support for years, but have not recelved public assistance.

Priority of Debt Payment

Under current IRS statute, non-AFDC refund intercepts are given
the lowest pricrity~-after any other reductions allowed by law.
This priority reflects the mission of the IRS to collect public
debts. Howevaer, non-AFDC offsets represent a significant amount
of money that, if distributed to families, could help many ‘
families remain self-sufficient. This would reduce the amount of
funds expended for AFDC payments. The U.S. Comnisgsion on
Interstate Child Support recommends that non-AFDC arrearages be
given first priority for offset (before Federal tax debts, child
support arrearages owed to State and local governments and other
debts owed to the Federal govesnment), while a study is done to
assess the impact of this policy on the Federal budget. ‘The
Downey/Hyde Child Support Enforcement and Assurance Proposal
would give child support payments precedence over Federal tax
i1iabilities.

A less extreme proposal would be to change the pricrity of debta
repaid by Federal income tax refund offset so that AFDC and non-
AFDC arrearages have egqual priority after Federal tax debts and
before other debts owed to the Federal government. Under this
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fall into this category, the publicity on those that
da, could serve as a detervent to all obligors who are
not meeting their ehild support obligations.

n The coste for using this systen are not prahibitive,
according to the FBI. Although no estimates were
provided, the FBI aid indicate that costs vary fron
state to state depending on how the program is set up
in each location.

[ If access to this system was granted, information could
be entered on behalf of Iv-D and non-IV-D cases alike.

Cons

- The nunber of child support cases that could ke found
in the NCIC system is questionable. Of the three file
categories in the NCIC system, it appears the "Wanted
Persons File" would be most appropriate for child
suppert enforcement, but it is restricted to those
persons with a Federal warrant or other warrant
involving a felony or serious misdemeanor.

¥

s It appears that legislation would bs reguired for the.
IV-D agencies to gain acoess to the RCIC system. This
is based on the example of the Missing Children Act of
1982 which gives parents, guardiang, or next of kin,
access to the NCIC Missing Peyson File.

B. AMERICAN ASSBOCIATION OF MOTOR VEHICLE ADNINISTRATORS 8&?&@&8

Background

The American Association of Motor Vehicle Administrators (AAMVA)
is the association which provides a forum for motor vehicle
related issues for all U.S. and Canadian jurisdictions. AAMVANet
is a computer network developed for AAMVA to provide management
with a telecommunications system and related services used to
support State government activities.
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billion due. That leaves a deficit of $5.1 billion in
uncellected arrearages.

Depending on ths number of cases that would reqguire the service,
the IV-D agency and the IRS could experience major workload
increases. Por exauple, in the current gystem, the IV~-D agency
must send advance notices to individuals whose cases will be
referred for offset, allowing them the opportunity to contest

. .nistakes of fact in an administrative review. Simply conducting
raviews could become an overvhelming task if all child support
arrsarages in the nation wers eligible for offset. New
procedures could be devised whereby a court or administrative
entity would have to certify the amount of the arrearage in
advance in lieu of a review by the IV-D agency. Other igsues of
this type would need to be identified and dealt with if this
proposal were to recelve serious conslderation.

If a child support insurance program were to ba adopted using IRS
as & collection agent for all unpaid child support, this type of
modification t¢ the offset process ¢ould be viewed as a first,
less drastic step toward achieving that goal.

B. CRIMINARL NONSUPPORT
Background

At the turn of the century, the first uniform law developed to
deal with child suppert delinguents was c¢rininal in nature. The
failure by a Vdeserting¥ spouse or ex-spouse was considered nore
¢f a moral than an economic issue. Alse, paternity trials were’
criminal and were known as "bastardy® proceedings, the vestiges
of which we are just removing today.

By mid-century, as symbolized by URESA, the nation shifted to an
emphasis on civil remedies. As the divorce rate skyrocketed in
the 19605 and 19708, the focus became almost exclusively eivil,
in part because support was consgidered just one part of the
divorce settlement that the parties’ lawyers negotiated, and
because society to some degrze allowed nonsupport to be
destigmatized precisely becauss it became so commonplace. In the
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= ¥hat type of security and safeguarding provisions will
be reguired of the CSE agencies? ‘

[ ] what will AAMVA charge for accessing the system? wWill
there be stars up charges and/per transaction fees?

[ How will {SE agencies acress the system -« via the State
DMV*s or through direct access terminals? Current
federal requirements for OCSE systems specify that
statewide automated systems have the capability of
interfacing with state DMVs. Therefore, the potential
communications link already exists,

C. ACCESS TO NATIONAL LAW ENFORCEMENT SYBTEMS
Background

The National law Enforcement Telecommunication Retwork (NLETS) is
a national computerized network that provides states with access
to motor vehicle and driver’s license data and records of traffic
violations maintained by other states. When an individual is
stopped for a traffic vielation, the police use NLETS to
determine the status of the automobile and whether there is an
outstanding eriminal warrant against the driver.

Current Bituation

Those CSE agencies that have access o NLETS indicate that it is
an invaluable locate source for interstate cases, Through NLETS,
caseworkers can obtain the home address and vehicle information
on obligors living in other states., Without NLETS, caseworkers
pust rely on mailing interstate locats yequests to the various
State Parent Locator Services (SPLS} t¢ obtain motor vehicle and
driver’s license information. %his is a time consuming and labor
intensive effort which delays case processing.

Issues

The NLETS Board of Directors has taken the position thaﬁ only
those agencies engaged in oriminal law enforcement activities
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C. CONTEMPT

Background

For several years now, contempt has been hald in contempt as an
effective collection tool. From being practically the only tool
used bafore the advent of the IV-D gystem, it has fallien in
digfavor and has diminished in importance. The recent thrust of

* gnforcement has been an emphasis on withholding and tax offset

and a de-emphasis of punitive approaches. This is a natural
cutcome of the government taking over the enforcement effort for
many if not most child support cases in the nation. <Casges become
less perscnal. They require a "mass justice” technigue that is
incongistent with contempt, a process that is relatively time-
conguning and costly. -

eurrent Situation

There is a segment of the noncomplying obligor population for
wvhom contempt yemains the optimal enforcement tool. Obligors who
are self-employed, asset hiders, or paid in cash are prime
candidates for contempt. The threat of incarceration is encugh
to make many obligors pay who wouldn’t otherwise. Actually
serving jail time nmakes some cthers pay soon after the doors
close behind them. Admittedly, incarceration is not a threat to
some obligors, and a lengthy incarceration, of course, inhibits
the obligor’s ability to work to pay ¢ff the arrearaqes.

igsues

What can be done to improve contempt? First, civil contempt
should be the rule. Many states still use criminal contempt,
which reguires the state to prove beyond & reasonable doubt that
the obligor has the ability ¢o pay and did not pay. The obligor
‘is entitled to counsel and & jury trial, as criminal rights
attach. California’s attempt to have "quasi~fudicial® contampt
wag struck down by the U.S. Supreme Court in Hicks vs. Pelock.
Cantempt must be civil or criminal in nsture, the court said.
Whether it is criminal or civil depends on whether the punishment
to be meted out is set, or whether the contemnor has the Xeys to
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Additional legislation is strongly urged te ensure that failure
on the part of the governing boards that maintain NCIC, NLETS and
State law enforcemsnt agencies to provide access to child support
sgencies would result in a loss of Federal funding.

D. YRAUDULENT TRANSPER OF PROPERTY
Baskground

One of the major problems in some child support cases occurs when
an obligor transfers income or assets O someons else. To aveid
making support payments, cbligors sometimes place the title of
their real or persconal property in a new spouse’s name or in the
name of a friend or relative. Unless the parson seeking support
aggressively pursues thess transfers, the obligor is often
successful at thwarting collection effortvs.

Mogt states have a version of the Uniform Fraudulent Conveyance
Act or the Uniform Fraudulent Transfer Act which allow a creditor
to undo fraudulent transfers. “Badges® or %indicia®™ of frauvd
relieve the creditor of the initial burden of proving what the
property owner’s state of mind was at the €time of the transfer of
property. For example, instead of proving fraudulent intent, the
creditor can point to a transfer to a relative for which the
former owner received little in return.

Igsuas

Even though fraudulent transfers occur all too often in child ¢
support cases little, if any, legal action is taken against the
offending obligor. In response to this situation, the U.§.
Commission on Intarstate Child Support recommended that the
Federal government:

n encourage states to have and use laws to astively
pursue civil and criminal remedies against the obligor
and the person or persons who may conspire to hide
income or assets to avoid payment of child support, and
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BECTIOR Vs REMEDIES TO EXPLORE
A. ACCESS TO THE NATIONAL CRIMINAL INFORMATION CENTER (NCIC)
Background

The NCIC system is a sophisticated computer-controlled message
switching network linking local, state and federal agencies

. together for the purpose of information exchange. The system is

managed by the FBI in a cooperative effort with the states and
maintains 3 files for information on unidentified persons,
missing persons, and persons wanted because of an outstanding
Federal warrant or any other warrant involving a felony or
serious misdemeanor. The NCIC system does not in itself provide
locate information. Persons meeting the appropriate criteria are
entered in the NCIC system and this information is then made
available to Federal, State and local law enforcement agencies
for "lookout" purposes. NCIC requires that a state be willing to
extradite a person whose case is entered on the systemn.

Access to the NCIC system is generally limited to law enforcement
agencies. An exception to this is the Missing Children Act of
1982 which gives parents, guardians, or next of kin, access to
the NCIC Missing Persons File. To access the NCIC system, each
law enforcement agency has an ORI number which is an original
agency identifier.

Issue

Would access to the NCIC system help CSE agencies locate
obligors?

Pros and Cons ¢f Pursuing This oOption

Pros

" Obligors for whom a Federal or State/local warrant has
been issued for non-payment of child support, can be
entered into the NCIC system. Although the vast
majority of child support delinquent cases would not
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One way to implement lottery or gambling proceeds withholding
would be for the lottery distributor or the gambling house to
check with the gtate IV-D agency in significant payoff cases to
determine whether the recipient of the winnings owes past due
child support. A possible threshold to adopt is that used for
state or federal tax withholding before payouts are mads.

Insurance settlements or policy payouts could be held by the

..-insurance carrier or the risk-holder until they raceive a

response from the state IV-D agency regarding whether the
beneficiary of the settlement or payout owes past due child
suppore.

Lawsuits filed in state di faderal court that result in awards,
judgments or settlements could be held by either the attorney for
the payor or the pro ge payor until the Iv-D agency responds
regarding the litigants child support debt.

Issuas

This type of remedy should be cost~effective because the number
of regquests for inforpation should not be overwhelming and the
actual withhelding of the funds should not be extremely labor
intensive. If the threshold were high enough, the action would.
result in a substantial collection which would Justify the work
involved. Alsc, this type of remedy lends itself to publicizy °
which has the residual effect of obtaining veluntary complliance
from other obligors.

For this type of remedy to be effective, a national registry of
court orders would be needed because often times the payvor of the
lump sum will not be in the =ame state as the court order. FPor
example, in Nevada and New Jersey, one would expect that the
majority of people receiving large payouts would probably be
residents of other states so checking with the IV-D offices in
those states would not result in accurate information about most
obligors. The payor of the lump sum would need to be able to
contact a national registry to determine if the payee of the lump
sum was a delinguent cbligor. Alternatively, the payor could
econtact the IV-D agency in thelr state who could contact a
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while AAMVANet offers many services. to Motor Vehicles Agencies,
thers are twe parts of the network that are of interest to CSE
agencies: the Drivers Licenss Reciprocity (DIR) and the
Commercisl Driver’s License Information System (CDLIS). The DLR
is a network which provides the capability te ohtain current
driver information fromw the driver’s home jurisdiction. The
information obtained from DLR is used by Motor Vehicle Agencies
bafora they issue a license to a driver in a new jurisdiction.

' whe Commercial Drivers License Information System (CDLIS)
contains the driver’s name, date of birth, state and driver’s
iicense number, and other descriptive data on each driver who has
a compercial drivers license. When a driver applies for a CDL
the State checks the central file to sea if the applicant has
slready keen issued & CDL., This system prevents individuals from
obtaining multiple CDhls.

In light of the difficulty C¢SE agencies have had in obtaining
access to the Naticnal Law Enforcement Telscommunication Systenm
{NLETS), AaMVAMet is a potential alternative. The DIR would
provide states with the home address and vehicle information on
obligors living in other states ~ & system which is invaluable
for interstate cases.

18BUES

While parts of the AAMVANet system are operational, several
features are still in the developmental stage. As & result,
listed below are issues tha need to be addressed prior to
determining its usefulness to CSE agenciss.

" Will CSE agencies be allowed to access AAMVANet since
currently only State Department of Motor Vehiclesg{DMV)
_and a select number of insurance companies are
accessing the system?

= Will CSE agencies be required to sign agraeménts with

all 50 State Departments of Motor Vehicle Departments
in order to obtain accesg?

27



2............
—
e .. - .
-
+
-
- -
B
.
[
-
u
- . . .
5
v " at “ .
- . - e, TRt T . W
B T Y LA S AP 4 B A e T A, Tk
T et Ve LT e TRl R e s e S ey
EL PN v g T B R i P




MEDICAL BUPPORT ENFORCEMENT

July 1, 1983

Final Draft

Mary Cohen
Andrew Hagan
Robert butt



Executive Summary

Medical support for children in single parent families is
severely lacking. About 60 percent of all support orders contain
no provisions for health c¢are coverage and when Coverage is
included, noncustodial parents often fail to comply. The
evidence guggests that the result is not only increased State and
Federal Medicaid expendituras but, more importantly, less care to,
gsick children. ‘
7
A¢tion may be necessary to ensure that the child support
community plays its part in addressing the health care crises our
Nation is experiencing. While Federal and State efforts have
increasingly focused on the importance of medical support,
significant barrier to addressing this igsue will remain without
further action.

" _
This paper addresses actions which have been taken to strengthen
the medical support aspect of c¢hild support and barriers which
remain and coptions for addrassing such problems,

The barriers identified includa:

@ The Employee Retirement Security Act of 1874 {ERISA)
effectively denies a substantial number of children in
single parent families access to health insurance,
which has been ordered and is availadle to their
noncustodial parents.

© Federal rules may be perceived as sending the message
that the importance of medical support is secondary to
cash support.

o State child support agencies are not providing an
adequate level of attention to medical support.

Concrete steps can he taken to address these problems. However,
pursuit of these steps raise several sensitive issues which need
Lo be carefully considered.



I. CKARO

The issue nf'nonsuppert has received heightened attention and
increased awareness in recent years. However, until our Nation's
health cars system reached a crises stage, little attention has
been given to the lack of support children receive from their
parents in the form of health care coverage. HNot surprisingly,
the health care needs of children in single parent familieg are
largely left umnmet. About 50 percent of all support orders lack
provisions regarding health care coverage and even when coverage
is included, noncustodial parents often fail to comply.

In addition to the strains this places on the ¥ederal and State
Governments in terms of rising Medicaid costs, the children too
pay a price. Uninsured low-income children receive 40 percent
less physician care and half as much hospital care as insured
children. Interviews conducted in a study by the Child Support
Assurance Consortium found that in the first year following the
father's departure from the'hnme, over half of the nothers
reported that their children missed regular health check~ups and
a substantial number of the mothers reported that theiy children
did not get nmedical care when they became 111,

This paper discusses the steps that are currently being taken to
insure that children receive medical support enforcement,
initiatives that are underway, and explores current barriers to
effective medical support and options to address them.

However, before delving inte this matter it should be noted that
this paper focuses solely on those factors over which the child
support agency has dirvect responsiblility and control. A broader
effort may in fact be necessary to effectively address this
issue, at least with respect to Medicaid cases, since State AFDC
and State Medicaid agency response to this issue largely
parallels that of child support agencies, i.s., lack of attention
and commitment.




State c¢hild support enforcement agencies are regquired to seek and
enforce medical support services on bdehalf of all AFDC and
Medicaid-pnly IV-D cases and to offer such services to all other
program participants. This entails exchanging ewployment and
insurance information with the State Medicaid agency; petitioning
the court or administrative authority to order health carve
coverage whether or not it is currently available to_the
noncustodial parent at reasonable cost (unless the custodial
parent and child have satisfactory health insurance); providing
insurance policy infermation to the custodial parent; taking
steps to enforce health insurance coverage provisions of support
orders when insurance s available at reasonable cast but has not
been obtained at the time the order is entered; and, reguesting
employers and other groups offering health insurance c¢overage to
notify the child support agency of lapses in coverage.

In addition, State guidaelines must provide for the children's
health care needs, through health insurance coverage or cther
means and, under the regquirements for review and adiustment of
support orders, the review must include a determination ¢f the
need to provide for the child's health care needs in the support
order through hesalth insurance or other meang and adjustment of
the order when the review determines that health care should be
reguired based on the guidelines.

The Administrationt's FY 19594 budget reconciliation proposal
includes a number of enhancements to medical support enforcement.
Under the proposal, as a condition of Child Support Enforcement
State plan approval, each State must enact laws affecting
insurers, employers and State child support agencies designed to
provide children in single parent families improved access to
health care coverage available through their noncustedial
parents.



Bpecifically, insurers may not prohibit enrellment on grounds
that the child does not reside with the insured parent or was
born out-of-wedlock; must permit open enrcllment based on &
support crder to provide health care coverage; must permit the
custodial parent, the State IV-D agency or the State Medicaid
agency to aenrcll a child in a health plan when the legally
responsible parent falls to do so; and, must permit the custodial
parent, or service provider, to submit clainms for service and
pust make payment on claims directly to such parent or service
provider.

Employers in turn, must permit enrollment at any time based on a
legally enforceable ordeéx; must restrict disenrolliment to cases
where there is written evidence that the order is ne longer in
effect or where the employee has or will enroll the child in an
alternate plan; and, must withhold from wages, the employees
share of preniums for health insurance and pay such amounts to
the insurer. -

Finally, the Stats child support agency would be reguired to
garnish wages, salary, or other ezployee income and to withhold
from State tax refunds any amounts which have been received from
an insurer but which have not been used to reimburse the
custodial parent or provider to the extent necessary te reimburse
the State Medicaid agency for expenditures for such costs.

The proposal additionally would provide access to health
insurance information by amending the W-2 to indicate
availability of emplover-based group coverage and creation of a
Third Party Liability Clearinghouse.

Fedexal) Employees

The Department has drafted an Executive Order (E0) requiring the
Federal Government as an employer to cooperate with State child
support agencies, Included under the EO is a review of whether
Federal agencies should be mandated to comply with State laws
reguiring ewmployers to enroll employess' children in health
insurance plans and whether the Federal Employees Health Benefits
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Program insurers should be required teo eliminate discriminatery
practices effecting enrclliment. The Uniformed Services would be
regquirad to conduct a similar study with respect t¢ health
insurance coverage under CHAMPUS,

State Xnitiatives

States have bagun to institute innovative practices for
addressing medical support. At the end of 19%2, 15 States had
gnacted nmodel laws for the establishment and enforcement of
medical support. Topics covered under the laws include:
exployer responsibility, regquiring courts to include medical
support in child support orders; allowing signatures other than
the ubligor/policy holder as authorization to process medical
expense claims; and, providing for collection and enforcement of
medical mupport using remedies availakble for child support
enforcement.

In addition, several States have enacted statutes which provide
nonetary sanctions for parents who fail to comply with the terms
of the medical support provision of a ¢hild support aorder.
Montana law provides for assessment of a penalty of up to $100
per child for each and every month a person obligated to obtain
and maintain health insurance fails to 4o 0. An additional $100
per child is alsc assessed for each month requested information
about health insurance is not providaed to the child support
agency. Iowa statute provides that proof of failure to maintain
medical support constitutes a showing of increased need and
provides a basis for establishment of a monetary amount for
umedical support.

Iy, oOpt g for Improvin

State IV-D agencies have been reguired since 1985 to take steps
to ensure that non~custodial parents provide health insurance if
it is available through employment., Yet, state action is so
inadequate that a recent Genersl Accounting Office (GAQ) report
estimates that $122 million is spent unnecessarily by the stacte
and Federal governnent each year for medical expenditures that
could be covered.



while audits of State child support programs largely confirm that
State child support enforcement agencies have not pursued medical
gupport to the axtent expected, there are a number of mitigating
circumstances which have attributed to the lack of performance,
These include barriers to accessing coverage because of ERISA
provisions and, what may perceived as conflicting messages as to
ths priority that should be given to medical support.

ERISA x -

The Employee Retirement Security Act of 1874 (ERISA} preempts
State regulation of employer~provided self-funded health benefit
plans. As a result of this preemption empleyer self-funded
benefit plans are covered by neither Federal nor State
regulation. Erployers refuse to comply with orders requiring
insurance coverage for an employee's dependents or only honor the
order if it is consistent with the employeris plan. In the later
case, many of these plans discrininate against children in single
parent families by stipulating that coverage is not available for
dependents whe do not reside in the home or live out of State or
by providing restrictions linking eligibility to the exemption
status of the dependent for Federal income tax purposes.

This poses an enormous barrier to State child support enforcement
agancies especially given the rise in the number of employsrs who
self-insure. A recent GAO study found an increase in U.5.
employees covered by self-insured ERISA plans from § percent in
1974 to 56 percent in 1950. In Minnesota, almost 40 percent of
workers are covered under ERISA plans. Self-insured companies
inciude Pillsbury, K-Mart and Control Data. These self-~insured
plans are adsinistered by groups such as Blue Crosa, Blue Shield
oy the corporation itself.

This expansion was further confirmed by a report issued by the
Department. of Health and Human Services Inspector General which
reported that the large majority of Fortune 500 conmparnies are
self insured and that in 1985, almost half of firms with 100
enployees or more were self-insured.
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Until ERISA is revised to prohibit discrimination bhased on the
marital status of the parents and to reguire self-insured
employers to honor court order provisions regulring the deduction
of health insurance premiums, a significant number of children
will continue to beé uninsured.

There are two options which can be used together or separately te
address this problem: an amendment to ERISBA and an amendment to
the tax code to eliminate tax deductions for self-insurers who
fail to cooperate with terms of support orders and State laws for
enforcement. :

Both the Interstate Commission recommendations and the 1392
Downey/Hyde child support assurance proposal would preclude
employvers who discriminate in the provision of health care
coverage from deducting as 2 business sxpense an amount equal to
25 percent of the cost of the business'! employer~provided health
insurance.

As previously indicated, many large emplovers self-insure and
presumably receive a subgtantial tax write-off against the costs
of providing such benefits. The potential loss of such write-
cffs may prove to have a deterrent effact against non-compliance
with the medical support provisions of child support orders.

However, linking employer compliance with a change in the tax

- structure may be difficult to carry out and may be less effective
than a direct change to the provisions of ERISA. Enforcement npay
be difficult since the IRS would not know which employers were
failing to comply with the terms of support orders and State laws
for enforcement. Further, without an amendment o ERISA,
employers could challenge the applicability of the limitation on
the tax deduction since court orders generally require the
provision of health insurance coverage while ERISA self-insurers
claim they do not offer health insurance per o, but rather
employee welfare benefits, :

An amendment to ERISA would thus appear o be the most efficient
methed to address this problem. However, there may be resistance
to legislation which would effect or amend ERISA, Some may not



want to lose their autonomy from more stringent regulation of
health coverage. In 1986, Congress amended ERISA to provide that
certain State laws regulating insurance are not preempted by
ERISA. These State laws prohibit employee benefit plans from
including any provision which ‘limits coverage for an individual
whe would otherwise be covered by the plan for reasons of
Medicaid eligibility. Thus, precedent exists to address problems
encountered by the ERISA preemption.

edic ervices =Me es _

As indicated above, child support cases not eligible for Medicaiad
are undexr no compulsion to receive medical support enforcement
services. This is one ¢of the few exceptions in the program that
provides families the ability to select or reject services. This
exception came about for two reasons. First, medical support was
largely viewed as an ancillary issue to child support and second,
and more importantly, there was concern that the inclusion of
medical support in an order would reduce, in some cases dollar
for dollar, the cash child support available to the family. Since
the government had no direct interest in the health care needs of
these families, it was left to the family to weigh the issue and
decide if such services were desirable. '

The issue of including medical support provisions, at least in
new support orders, may largely be taken over by the requirement
for each State to use one set of guidelines in setting support
awards which provide for health insurance coverage or otherwise
address the health care needs of the children. However, this
still leaves unaddressed existing support orders (since non-AFDC
cases only receive this service upon request) and the issue of
enforcement.

It may be advantageous to reconsider the merits of this approach.
The Children's Defense Fund reported in 1992, that 8.4 million
children lack any form of public or private insurance.
Catastrophic illness or accidental injury can strike at any time
and leave even the most financially stable family in ruins. It
may therefore be in the best interests of both the children and
the government (in terms of cost avoidance) to ensure that these




children are provided medical protection when it is available to
their parents. Further, if the Administration proceads in the
direction of universality ¢f child support, universal rules would
also seem appropriste and aid in sending the nessage ta States
and to noncustodial parents, that the support rights of c¢hildren
will be pretected, | '

incentives ;

currently, State child support agencies receive financial
incentives which are structured solely on the amount of cash
support collected. States have long complained that this falls
to recognize any efforts they take to acguire and enforce health
insurance provisions of support orders. This has resulted in a
disincentive for States to pursue this aspect Of support orders
and may be perceived as sending the message that health insurance
is not as important .as c¢ash support. The Administration's
position has historically been to encourage States to establish
State-financed schemes fgg rewarding this behavior.

With few exceptions that message has not been well received.
However, Minnesota has a bonus incentlve program established to
increase the identification and enforcement by county agencies of
dependent health coverage for IV«D/Medicaid cases. Under the
program, counties are eligible to receive incentive payments
based on a perforpance measure. Payments range from $13 to $28
for each person for whom coverage is identified or enforced.

State Medicaid agencies also have a mechanism in place for paying
incentives for third party liability enforcement egual to 15
percent of the Medicaid costs avoided. However, because of the
wording ¢f the statute, the Health Care Financing Administration
has ruled that such incentiveg are not available to State child
suppert agencies.

Incentives for state agencies may be beneficial in encouraging a
nore concerted effort in this area. Legislation could be
advanced revising either the ¢hild support incentive mechanism or
the Medicaid incentive mechanism to recognize these efforts.
However, if the Medicaid mechanism is pursued, medical support
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efforts on behalf of non-Medicaid cases will continue to receive
less consideration.

Enforcement action should weigh heavily in any redesign of the
incentive structure to address medical support, since an order
without compliance is meaningless.

State Investment

Incentive payments alone will not address the expanded State
attention which would be required to address the lack of
commitment child support agencies provide to medical support
enforcement. While improvements have been made, Office of Child
Support Enforcement audit reports find that States remain
reluctant to pursue all medical support cases because of the fear
that the support obligation will be reduced and the child will
suffer, though establishment of medical support is improving.

With respect to enforcement, similar attitudinal problems exist.
The historical mind set of workers is that they are not
interested in recovering Medicaid costs since this is not their
mission. While they make efforts to enforce medical support they
will not pursue it with much enthusiasm. Largely these problems
exist according to audits, because front line workers get little
training and are not receiving the message that medical support
enforcement is important.

State child support agencies report that they are over burdened
and that effective medical support actions can become a full time
endeavor. ©One state reports that it .takes as much staff time to
comply with medical service requirements as it does to accomplish
traditional child support functions. States should be encouraged
to provide adequate resources to staff medical support
enforcement efforts or to establish procedures which firmly
integrate medical support actions in their routine procedures for
support order establishment and enforcement. Training should be
provided to ensure that staff understand that this aspect of
child support is fundamental to program success.

Iv. JIBBUES

10



http:structure.to

Peolitical

Caution ghould be exercised in going forward with further changes
in the area of medical support until the efforts of the Health
Care Reform Task force ars realized. We will continue to monitor
their activities to insure that options suggested under welfare
reform 4o not confliect with their proposal. However, as
evidenced by the attached matriw, Congressional intersst in this
area has been keen and the Administration should be prepared to
respond and counter these proposals. While the current proposal
would have a substantial impact in improving acoess to medical
support for children in single parent families, significant
barrviers will remain without further change.

In addition, efforts to reform child support depend on the
suppart of the employer community. This community has a strong
political presence with a very effective lobbying component to
ensure that the protection they are afforded by ERISA remains in-
tact and unchanged, They have stated their opposition to any
attenpt to open the ERISA lssue for fear that it would have &
snowball effect. Any proposal te revise the ERIBA preemption
should probably be crafted in the mest narrow Lerms possible.

The pessibility of reduced cash support cannot be ignored when
considering proposals to reguire health insurance and enforcement
in all child support cases. The Administration should give this
careful consideration when considering any changes to chilad
support guidelines. As indicated in a separate effort on State
support guidelines, several States deo in fact follow this .
practice.

Siz States reduce cash support on a dollar-for-dollar basis and
an additional fourteen States deduct premium costs before
arriving at the base to apply guidelines.

A related issue concerns the priority of support when the
Consumer Credit Protectiosn Act (CCPA) limit, applicable to the
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percentage of an employee's pay which is subject to legal action,
has been reached prior to withholding the combined amount
necessary for cash support and payment of the employee's share of
the health insurance prenium. There are currently nc Federal
requirements which address the priority of support in this
situation. ©f those States most recently publicized by the
Office of Child Support Enforcement as having model medicsl
support legislation, none mention the CCPA, though Arkansas's
statute provides that income withholding for health care coverage
has priocrity over all other legal processes under State
law, . .except an order of income withholding for child support.

The Federal govermment could address this potential problem in
Fedaral statute or, because of the compating interests invelved,
continue to allow State flexibility unless this proves to be a
gaignificant problen which requires Federal intervention.

The lack of attention given to recovering Medicaid spending
through noncustodial parents' private health insurance seriously
transcends Stats child support enforcement agencies. It appears
to be pervasive from beginning to end, i.e., from AFDC gathering
information at in-take through c¢hild support agency response, to
lack of follow-up on the part of Medicaid agencies.

Clearly, the child support component alone will not solve the
problem. The best hope may lie in the Administration's proposal
for a Third-Party Liability Clearinghouse, with possibly private
eontracter responsiblility for the collection function., In tanden
with this, as well as the options suggested above, child support
agencies may be motivated--or pushed, if stil]l necessary--to do a
better job on their aspect of the overall issue.

Refocusing the child support enforcement community's commitment
to medical support will entail increased administrative costs,
These costs will increase to the extent that the Federal
government increases its investment in State incentives to

12




address medical support efforts of child support agencies.
However, elimination of the ERISA barrier to accessing
noncustodial parent insurance coverage is expected to result in
significant savings to the Federal government.
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PROPOSALS TO STRENGTHEN MEDICAL SUPPORT

MAJOR
_,PROVISIONS RECON. BRADLEY MOYNIHAN INTERSTATE
. HR 2141 5 689 [last sess.] COMMISSION

Insurers;

Non-discriminatory practice

Provide open enrollment

State or c¢p enrollment

State cor c¢p submit claims
and receive paynent

Coverage available where child X
resides :

peoa

Emplcvers:

Open enrollment

State or cp enrollment
ditioned disenrcllment
hhold premium

Report health info.
to Fed. Gov.

E A -
~<
<

State IV-D ency:

Wage withhold premium
Garnish/tax offset when AP
withholds reimbursement

in Medicaid cases
Cp Tight to choose coverage
Premium and noncovered cost
apportioned between ap/cp
Written proof of insurance X X

> =

o

QOther

Remove ERISA preemption X
Addresses Federal employees X

Note: Congresswoman Kennelly's Interstate Child Support Act (HR 1961}, does not
specifically address medical support reform except in the context that the cost
of health insurance must be considered in the support guidelines.
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INTERSTATE ENFORCEMENT

EXECUTIVE BUMMARY

Establishing and enforcing child support obligations can be
particularly complex when the parents reside in different States.
Because a State’s jurisdiction is limited, it may have to rely on

. another State to taks action. However, interstate actions often

take too long, produce undesired results, involve burdensone
paperwork requirements, and are characterized by a lack of
communication and cooperation between States, This paper
examines optiong for improving the interstate process,

Uniform Interstate Family Support Act (UIFSA)

The Uniform Interstate Family Support Act (UIFSA), a model State
law governing interstate processing, was recently developed and
has been adopted by ssveral States. UIFSA allows only one
support order to be controlling; includes a breoad long-arm
provision; allows a wage withholding order to be sent directly to
an out-of-gtate employer; and containsg detalled provisions
governing a two~state process. A Federal mandate resulting in
the widespread enactment of UIFSA would reduce the size of the
interstate caseload, and improve processing in remaining
interstate cases.

Maximizing One~Btate Actions

Interstate cases can be avoided by allowing one State to take
action by itself in cases vhere the cobligor is a nonresident,
Ways of enhancing cone-state processing include:

Ensuring the Use of Long-Arm Jurjsdiction. To increase the use

of leng-arm, the Federal government could: (1) establish
financial incentives, or (2} require States to attempt long-arm
before referring a case to another State, with only limited and
specified exceptions., ‘

d-Sta ; 5 ion. The U.S. Supreme Court has held that
the mere presence of a non~resident obligor’s child in a State
dees not In itself allow that State to assume jurisdiction over
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the obligor. However, such “"child-state® Jjurisdiction could
possibly still be established, though its constitutionality is
uncertain. In many cases, it yould alliow the Stats where the
ahild lives to take action without relying on a second State.

Dire &, ¥ ) Direct withholding would allow a IvV-D
aganay ta send an incoma withhelding order directly to an ocut-gfw
state employer, without going through the IV-D agency in the
employar s State,

A {eis = The development of a nationsal subpoena would
allaw Statas t& yeach income information outside of a State’s
boundaries.

Service of Procesg. Two reforms could help a State working a
case through long-arm jurisdiction serve process on an out-of-
gtate obligor: (1) a Federal statute directing $tates to acecept
put~of-state methods and proof of service, and {2} use of methods
other than hand-~delivered service.

Riscovery of Evidence. A Federal statute reguiring States to act
on discovery orders issued by other States would assure greater
BCCESS tu evidance by a State using long-arm jurisdiction.

Te - bividence., . The Federal government could: {1}
eatablz&h unlform and simple reguirements regarding evidence
admissibility, and (2) lower karriers, resulting from hearsay
rules, that impede the use of apparently legitimate information.

Improving Two-State Actions

Even if one~state processing is maximized, there will still be
cases that reguire an interstate referral; therefure, the Lwo«
state process also needs improvement. Options include:

th.a credit. Federal statutes could require: (1) that

& State'g order fer prospective child support pavments be given
full faith and credit by another State; (2) States to give full
faith and credit to administrative process orders, and ({3}
reguire uniform terms in support orders or use of a standard
order oy order abstract.

431 state ¢ - Interstate compacts between States that
snare a hth volume of interstate activity could provide that
certain practices used by one State would be acceptable in the
cthey State.
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arnt - ve Enfores ues Faderal statute could
raquire that Stataa adayt admznzstratxva enforcement techniques
under which States would simply enforce an Incoming interstate
case as if 1€ wvere its own case, without the need for
registration.

Other Reforms

- This paper also discusses reforms for improving interstate

locate; staff effectiveness; and international, tribal, and
military enforcement,
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INTRODUCTION

Establishing and enforcing child support obligations can be a
challenging undertaking. The complexity of the task can escalate
significantly when the parents reside in different States.
Because a 5tate’s durisdictien is limited, its ability to take
action against an out-of-state obligor' is limited; therefore, a
State may have to rely on another State to take action. However,
- the responding State’s motivation for working another State’s
case may be low, and two-state processing increases costs and
paperwork and creates delays.

Background

Interstate enforcenent of child support had a quarter-century
head-start on the 1975 advent of the Federal c¢hild support
enforcement {IV~D) program with the promulgation of the Unifornm
Reciprocal Enforcement of Support Act {(URESA), a model State
statute governing interstate child support actions, in 1956.
Amendments and veviasions followed in 1952, 1958, and 1968. By
the early 1970s, all §tates had adopted some form of URESA or a
similayr uniform lav.

Federal efforts tu improve child support enforcement across State.
lines in IV-D cases have included mandatory extension of income
withholding to orders issued in other States, issuance of
interstate case processing standards and timeframes, required use
of standardized forws, establishment of State central registries
as conduits for receiving incoming interstate cases, and Federal ;
training initiatives. Despite early recognition ¢of interstate
obstacles and efforts to address them, the interstalte sysienm
remains plagued with problems. While an estimated three osut of
every ten child support cases are "interstate,® less than $1 of
every $10 currently collected is from an interstate case.®

Establishment of paternity or support using long-arnm
jurisdiction, local enforcement based on the principle of
continuing jurisdictien, State and Federal income tax refund
offset procedures, full collection services of the IRS,
registration of a sister State‘s order through the Uniform
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Enforcement of Foreign Judgments Act, and withholding from wages
derived in another State are among the varied remedies States
have availablie to handle child suppert actlions involving none
resident obligors.® None of these options reguires a URESA
proceeding and its attendant paperwork and delay. Yet, States
continue to rely heavily on URESA, and it is the mechanism most
often used to obtaln durisdiction to estahlish and/or enforce
child support orders acrosgs State lines.

Problems with "Pull® URESA Proceedings

Under current State reciprocal support laws, actions seeking
support under URESA are tonsidered "new®™ proceedings, even if a
valid, enforgeable support order already exists. Nothing in
URESA precludes a second State from entering & new order, wholly
independent of any existing order. As a result, multiple, yet
vallid, orders in varying amounts in different States have been
established for the same children. There ig no reguirement for
identifying or reconciling these various orders. To illustrate,
many States send s full URESA package (petition, testimony, and
other pleadings) to angther State when they simply want
enforcement of an existing order. In such a case, the responding
Btate may enter an independent support order, using its own
guidelines to set the award amount, All teo often, the new award
is set at a lower amount and arrearages due are ignored. Unless
the court in the responding State specifically states that its
order modifies the other State’s order (a very rare cccurrence},
entry ¢f the second order dees not supersede or reduce the first
chligation. Arrearages accrue under the prier order, to the
extent the full amount due is not paid. However, from the
family’s perspective, even though the underlying order is not
legally changed, they may receive less support as a result, and
the action of the responding State is perc¢eived as-~-and has the
financial consequence of~~a reduction.

Drawbacks of URESKA Registration

In addition to the procedures for entering an independent order,
some versions of URESA permit a support recipient to "registerV
the existent support order in a State where the obligor may live

2



or own property. Registration iz a form of £iling or recording
an out-of-state order and is sinpler and less time-consuming than
the "full URESA® described previcusly. Once an order is
registered, it is treated by the second State as if it were
originally established in that State. This means that it may be
subject to prospective modification. Unlike a "full URESA" which
does not nullify a previous order unless it specifies so, a
modified registered order may be considered a modification of the
- original order. Because of the potential risk of a reduction of
the order, State IV~D agencies and support recipients often
hesitate to use URESA registration, even though it is
considerably less cupbersome than the "full URESA™ route.

Other Problems with 8&23&:

» URESA has not been revised since 1968. Therefore, URESA
predates and does not take into account the establishment of
the IV«D child support program and subseguent changes such
as guidelines and wage withholding.

] Although every State has adopted a version of URESA, SBtates
have adopted different versiong and therefore do not have
uniform interstate practices.

" IV-D agencies and parents complain that URESA actions take
too long, allow the cobligor to take advantage of the forum
being near him/her, produce undesired results, involve
burdensome paperwork reguirements, and are characterized by
a lack of communication and cooperation between States.

Intaerstate Commisgsion

In an attempt to address some of these problems, Congress, as
part of the Family Support Act of 1888, created the U.S.
Commission on Interstate Child Support, charging it to submit a
report containing recommendations for improving the interstate
gstablishment and enforcement of support awards., In 1992, the
Commission issued its comprehensive final report which contained
numerous recdimmendations. In both the last and current sessions
of Congress, Senator Bill Bradley and Representative Marge
Roukema introduced legislation that, if enacted, would implement
many of the Commisgsion’s recommendations.
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UKIPORM INTERSTATE FAMILY SURPORT ACT (UIFS8A)

At the same time that the Commission was studying the intsrstate
problem, the Natiecnal Conference of Commigsioners on Unifeorm
Btate Laws {NCCUSL) was developing the Uniferm Interstate Family
Support Act {UIFSA}, a model State law governing intarstate
processing that substantially revises and expands URESA. UIFSA

. has already Peen adopted by at least seven States--Arkansas,

Arizona, Colorado, Montana, Nebraska, Texas, and Washington.
Arkansas‘’s UIFSA statute was effective immediately and contained
only minor changes to the wodel version of UIFSA.

Proviaions of UIFSA

The provisions of UIFSA include:

» Cne Contrelling Order. UIFSA allows only one support order
between parties to be controlling at a point in time. UIFSA

provides that only one tribunal at a time has “continuing,
exclusive jurisdiction® to estaplizsh or modify a support
order.

. 1.0 adic UIFSA includes a broad lang~arm
pzuvxsion which allows States to assert Jjurisdiction over
nonresldents in child support matters.
X - With 1indg UIFSA allows a wage withholding order
ta be sant &iractly to an out-of-state employer.
" Two-State Jurisdiction. For cases where two-state
processing is necessary, UIFSA contains detalled provisions
governing paternity establishment; establishment and '
modification of support orders; and enforcement of orders
wmthout the pm&sibxlity of modification.
- £258. UIFSA provides clear direction

ragardan whzch jurzsdzctxon 5 laws apply in transactions
invoiving more than cone State,
S yvidentiar vis &. UIPSA authorizes innovative methods
for transmission of evidence between States {e.g., via
telephone), communication with other States, and assistance
with dlscav&ry raquesta of athar States.




and obligors upon vedquest, without regard to the IV-D status
of the case.

Strengths of UIFSA

Enactment of UIFSA would have two major benefits. First, UIFSA
would reduce the number of interstate cases. Due to its one

. . controlling order, long-arm, and direct withholding provisions,

UIrsa should substantially reduce the size of the interstate
caseload by limiting the need for the involvement of more than
one State in many cases.

Becond, DIFSE wou _ : 3 AL LA

interstate gases zhat require actzon by more than one State by*

. Eliminating multiple support orders governing the same
parents and child, and the resulting confusion.?®

= Providing standardized, uniform laws and procedures that
will replace the current assortment of diverse State
practices, «

" Providing for enforcement of orders without the possibility

of modification or the establishment of an unwanted new
order, in contrast to URESA.

» Reducing the burdensome paperwork requirements and lack of
communication and cooperation between States, by providing’
for improved transmission of evidence, assjistance with
discovery, and communication between &2tates.

Dravbacks of QIP8A

While widespread enactment of UIFSA would vastly improve
interstate praaassing, it has some drawbacks. Undeyr UIFSA,

diLf - 8I?$A proviﬁes that an 1ssu1nq trlbunal can adjust
its arder as long as it maintains continuing, exclusive
durisdiction, But if all parties move ocut of the issuing State,
order modifications will have to be made by another State.
However, & tribunal can modify an existing order issued by
ancther State only if certain very specific conditions are met.®
A party seeking modification may have trouble determining which
responding State it should send the case to in order to meet
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these conditions. Adjusting orders on a widespread and routine
basis may be difficult given the limited number of forums which
would be eligible to adjust an existing order.®

In addition, Ehe ans o RES, ] A.
UIFSA vontains provis;an& da&igned to ease this transition
Desplite these provisions, full implementation of UIFSA will
regquire extensive changes in procedures, technical assistance,

- training of child support staff and the legal community, and a

redesign of standard interstate forms. In cases which have
multiple orders, the task of identifying the one contrelling
crder may be time-consuming and require communication and
cooperation between States.

Should the ¥Yederal Government Encourage or Mandate UIFSA?

The Federal gevernment could avoid taking a peosition on UIFSA and
allow States, 1f they chose, to continue adopting UIFSA on an ad
hoc basis. Unfortunately, since some States nmight chose o
continue using URESA rather than adopt UIFSA, this approach could
result in an even greatey assortment of State laws and practices
than currently exists..

Alternatively, the Federal government could encourage States to
adopt UIFSA. Encouragement c¢ould take the form of technical
assistance, training, written materials that explain the benefits
of UIFSA, and contacts with State legislators. The Federal
government could even offer financial incentives in order to
encourage adoption of UIFSA. However, such encouragement would
nct guarantee that every State would adept UIFSBA,

Another alternative is enactment of a Federal statute mandating
State adoption of UIFSA. Possible mandates include:

This appreoach, recomnended by the

Interstata CQmmlss;on, waulﬁ potentially resull in uniform laws
and procedures in every State.

pLion pf A ; b dater 18 This mandate,
znclud&d in tha Bradley;ﬁnukama bill, would allow each State to
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make minor changes %o UIFSA, but would not allow major
substantive changes.

FSa'. This would require each State

to adopt UIFSA, but would allaw changes, including major
substantive changes.

; sertain Cor lenents G This approach would
© . reguire aach Stat& tm adopt only the most important elements of
UIFSA, such asg the long-arm and "one controlling corder®
provisions. With this approach, the Federal government could
choose only thoze elements of UIFSA that complement a
restructured {perhaps partially federalized) program, while
avoiding weaker provisions, such as the limited availability of
review and adiustment (described above). However, extracting
provisions of UIFSA and ¢ombining them with existing State law
may lead to a disjointed mixture of unrelated provisions.

These four alternative mandates would allow States varying

degrees of flexibility to make changes to UIFSA. States may be

more willing to adopt UIFSA if they are given flexibility to make .
changes. For example, some Governors and State legislators may '
resist a verbatim mandate; there is no precedent for a Federal

mandate requiring States to adopt a uniform law verbatim.? On

the other hand, if States make significant changes to UIFSA, the
interstate process will lack uniformity, and there will continue

to be an assortment of diverse State practices.

Any manddate could include a mechanism for ensuring State
compliance by providing for Federal action against States that do
not comply with the mandate.’ The mandate could also include a
deadline for making UIFSA effective, as recommended by the
Interstate Commission. The Bradley/Roukema bill would require
all States L0 make UIFSA effective by January 1, 1966,

Alternatively, instead ¢f reguiring States to adopt UIFSA, the
Federal government could enact a statute that mandates the
content of UIFSA without reguiring adoption by States. This
approach would result in a uniform Federal law that would
override State law. Unfortunately, Congress would likely make
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specifying universal exceptions to a long=-arm rule, as reguired
by the second approach mentioned above, would be difficult.
Financial incentives, on the other hand, would provide ¢genuine
metivation for using long-arm while allowing 8tates the
flexibility to refer some cases to other States when it
deternines that leong-arm is not appropriate.

Ohiléd=Btate Jurisdiction

Even if long-arm jurisdiction provisions are widely enacted and
uged, the reach of such provisions is limited. As mentioned
above, a non-resident obligor must have had "minimum contacts®
with the forum State pefore that State can apply lohg-arn
jurisdiction. %he U.8. Supreme Court has held that the mere
presence of a non~resident obligor’s child in a State does not in
itsal? establish sufficient ¢ontact to allow that State to assume
jurisdiction over the ohligor.”

Despite the Supreme Court’s ruling, establiishing such ®childw~
state® jurisdiction may still be possible, However, the courts
would have to revisit and uphold “"child-state® jurisdiction
before its constituticnality could be assured. Options for
establighing "child-state" Jurisdiction includs:

Congressional Fipding. A Congressicnal finding, the option
recomménded by the Interstate Commission, would establish the

concept «f ®child-state” jurisdiction and allow its
constitutionality to be tasted.

310808 ipd s.Svatuge. A Congressional finding plus
a statute waalﬁ establzsh the concept of Ychild~gtate®
jurigdiction and codify it in law. This approach risks
establishing a law which may later be declared unconstitutional.

: g Eata | 3. A Federal statute requiring
Stateﬁ tc establish ”child»state" qurisdiction laws would allow
State law to continue to govern such jurisdictional issues, as
has historically been the case, However, State laws could not
include an expedited appeal to the Supreme Courst.
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Court Review Without lLegjslative Action. This approach attempts

to raise the issue hefore the courts without requiring any
Congressional or State legislative action. At least one State
with a broad long-arm provision'? would have to assert "child-
state" jurisdiction in a case under its existing statute. This
option may involve protracted judicial deliberations and appeals
before the constitutional issue is resclved, and it relies on
multiple factors over which the Administration has no .control

" -(e.g. State action, appeals through the court system). In

addition, after courts have ruled on the issue, this approach
requires Federal or State legislative action to codify "child-~
state" jurisdiction.

Any of the first three options could include a provision for
expedited appeal to the U.S. Supreme court.® The "flag

burning” amendment, which contained an appeal clause, serves as a
precedent.'® An expedited appeal may help to settle the
constitutionality question early'’, thereby preventing large
numbers of orders from being established on the basis of "child-
state" jurisdiction before its constitutionality is confirmed.

If the courts find such jurisdiction to be unconstitutional,
those orders could be invalidated.

No matter how the attempt to establish "child-state" jurisdiction
is made, it is unclear whether such jurisdiction will be upheld
as constitutional. The courts may be willing to reconsider this
issue in light of recent laws and case decisions, changes in the
child support system, and problems with the URESA process.16
According to some legal scholars, Federal attempts to establish
“child-state" jurisdiction using Congressional action, such as in
the first two options listed above, are more likely to be upheld
as constitutional than State attempts, such as the second two
options.Y

Despite the uncertainty involved with establishing "child-state”
jurisdiction, such efforts, if successful, could have substantial
benefits. "Child-state" jurisdiction would allow most cases to
be handled by a single State--the State where the child lives--
without relying on a second State to take action. If "child-
state" jurisdiction is adopted and used by all States, it could
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changes to the content of UIFSA, and there is no precedent for
direct Federal micromanagement of areas that have been
historically been governed by State law.

MAXIMIZING ONE-STATE ACTIONS

As mentioned above, UIFSA contains a broad long-arm provision
that would allow one State to take action by itself in cases

- where the obligor is a nonresident. Such one-state processing

may require additional work to establish the basis for
jurisdiction over an out-of-state obligor. Service of process
over a nonresident, for example, may be difficult. However, the
advantages of proceeding in the State where the mother and child
reside generally outweigh the disadvantages of two-state
processing. States have found that the motivation for successful
establishment and prosecution of a child support case is greater
when States work their own cases. By working a case locally,
States are able to avoid the need to complete and transmit
cumbersome forms and extensive documentation required in -
interstate cases; eliminate duplication of effort by more than
one court system or IV-D office staff; prevent the creation of
multiple files on the same family; force the obligor to resolve
the issues in the original court or administrative forum, where
case history is maintained; avoid the costs and complications of |
sending witnesses to testify in another State; and rely upon
their own familiar procedures and practices in working the case.

Ensuring the Use of Long-Arm Jurisdiction

By allowing a State to exercise jurisdiction over non-residents,
long-arm jurisdictioﬁ laws provide a basic means for one-state
processing. In order for a State to use long-arm in a case, the
obligor must have had "minimum contacts" with the State, as
specified by State law. For example, many States’ laws allow the
use of long—-arm in a paternity case if the non-resident obligor
engaged in sexual intercourse, which may have resulted in the
child’s conception, in the State. Most States have long-arm
authority in paternity cases, and about half of the States have
long-arm provisions for the establishment of child support.'®



UIFSA includes a broad long-arm provision that can be used to
establish, enforce, or modify an order or establish paternity.

However, even if avery State adopis UIFSA and its broad long-arnm
provision, States may not actually use the long-arm authority.

As previously mentioned, even though many States already have
long~arm authority, they continue to rely heavily on URESA
actions. Since some additional work is reguired to establish a
-basis for long-arm jﬁfisdiation in a ¢ase, it may be easier for a
State to simply send the case to another State, particularly
since the initiating State is eligible for Federal financial
incentives based on collections made by the responding State.

o address this situation, Federal pelicy has encouraged the use
of long-arm jurisdiction. 1In paternity cases, Federal
regulations reguire States to use their long-arm statute, if they
have such a statute, where appropriate. The Federal Office of
Child Support Enforcement (OCSE) has also encouraged States to
use long-arm statuteg in non-paternity cases, such as gupport
order establishment, Degpite these efforts, long-arm
jurisdiction is still not widely used by most States.

There are two basic approaches that the Federal government could
use to increase the use of long~-arm jurisdiction:

b Establish financial incentives for using long=-arm. The
incentives could be based on the State’s percentage of
interstate cases worked through long-arm jurisdiction, for
exampie.

2., Reguire States to attempt leng-arm jurisdiction before
referring a ¢ase to another State, with only limited and
specified exceptions.

The second approach would establish a coherent national peolicy
that articulates when use of long-arm is and is not appropriate.
However, determining whether longe-arm is appropriate may depend
iargely on the particular circumstances of 2 case, Reasons for
not using leng-arm (e.g., if service of process canncet be
accomplished or needed withnesses live in another State) may be
legitimate in one case but a "loop-hole" in another., ‘Therefore,
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drastically reduce the need for two-state case processing and
eliminate many interstate problems.'®

In addition to the overall benefits of one-state case preocessing,
there are also specific benefits of having that one State be the
State where the ¢hild lives. In most IV-D cases worked using
#ehild-state® jurisdiction, the custoedial parent would reside
pear the IV-D agency working the case, allowing for improved

- gommunication and cooperation between the agency and the parent.
It may be fairer for the State of the child to control the terms
~and amount of the support order, and for the obligor to be the
party who is inconvenienced since he is more likely than the
custodial parent to have meang available for travel and legal
representation. In addition, when using guidelines for
determining support amcounts, many $tates allow for deviations
based on the child’s needs {e.g., healthcare, childcare,
education); the c¢hild’s State may be the best location for
determining facts and details regarding the child’s neads.®

Direct Income Withholding

Direct income withholding is another one-state processing method
recommended by the Interstate Commission. The Commission
recommends a Federal statute mandating that States adopt laws
that reguire employers and other income sources, as a condition
of doing business in the State, ¢¢ honor income withholdipg
orders/notices sent directiv to them from other States. As a
rasult, a IV-D agency could gend an income withholding
order/notice directly to an out-of-state employer, without going.
through the IV-D agency in the employer‘s State. According to a
recent General Accounting Office (GAO) study®®, direct
withholding is already widely used and successful, even in cases
where States do not actually have Jjurisdiction over cut-of-state
enployers. Federal legislation would legitimate the use of
direct withholding and presumably increase its use by States,

UIFEA includes a direct withholding provision that requires
employers to honor income withholding orders issued by other
States. Hovever, this provision only applies to cases where the
sbligor and obligee live in different States., Therefore, even if
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every State adopts UIFSA, there will still be the need for
Federal legislation for cases where the obligoer and obligee live
in the same State, but the employer is in a different State.

Direct withheolding would be faster, cut costs, and allow one
State to maintain control of a case. Howaver, there are
potential problems with direct withholding., For example, if an
enployer receives multiple withhelding orders from several

- different States for the same obliger and is unable to comply
with all of the orders within the limits of the Consumer Credit
Protection Act (which specifies maximum percentages ¢f inconme
that can be withheld), that employer will have difficulty
determining how to implement withhelding. State law will not
provide guidance since divergent laws of geveral States will
apply, and there will be no single entity for the employer to
contact since the orders will have been sent diractly to the
employer instead of being routed through the IV-D agency of the
enployer‘s State., Employers or obligors may contact their local
Iv-D agency about withholding, But that agency will be unaware of
the withholding if it was sent directly by ancother State.

To make the withholding process more efficient, QCSE has begun to
develop a standard income withholding order/transgmittal., If
direct withholding is implemented, employers will only have to
deal with one form, no matter which State gends the rder. Use
of the form could be mandated by Federal statute or regulation.

In order to make withholding less burdensome for large employers,
the Interstate Commission recommended that a pultistate emplayer ‘
who receives a withholding order in one State be allowed to
forward the order to the employer’s central payroll in another
State. (See the issue paper on withholding for more details).

National subpoena

The development of a national subpoena duces tecum, a type of
subpoena used to request rewords, would alsc eanhance one-stats
processing by alliowing States fo reach income information cutside
of a State’s boundaries. Currently, a State’s subpoena is only
valid within that State. Federal legislation mandating a
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national subpoena could reguire the subpoena to be honored
nationwide. As a result, a national subpoena would provide
access to up~to~date income evidence received directly from an
out-of~state income source. Such income information is essential
for income withholding and other enforcement purposes,
establishment of initial orders, and review and adjustment of

existing orders.®

garvice of Process

Service of process, under which notice is delivered to the
obligor, is a necessary part of obtaining jurisdiction over an
ohligor in a paternity or support proceeding. However, the
inability to serve process, @.9., bhecause the ¢bligor is
purposely evasive or is fregquently not home, is a major reason
for failed c¢hild support enforcement. Many States reguire hang-
delivered personal service, by a sheriff or private process
server for example, for the initial contact in a proceeding.
Subsequent notification, after the initial contact, is less
diffricult since first class mail can be used in most States.?

A State working a case through long~arm jurisdiction may have
difficulty accomplishing hand-delivered service against an out-
sf-state obligor when the State must rely on the process server
cf another State. The process server may give priority to
instate cases and be unfamiliar with the regquesting State’s proof
af service reguirements. Additionally, the requesting State may.
be unacguainted with service practices and fees in the State
where service is needed.

Twe reforms oould address this problem. First, the Interstate
Commissian r@aa&wendéﬁ a Federal statute that 2

o se . ?hzs wcazd make use Qf IQanarm jﬁriﬁdzmtian
easier by allowing a State to use the methods and proof of
service provided by an cut-of-state process server even if the
methods and proof differ from what is required for instate cases.
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Same states already auth&rize fzrst-alass or aartlfieﬁ mail
service even for the initial service ¢f process. Qther
possibilities include facsimile transmission and overnight mail
delivery., Such technigques allow a State using long-arm to serve
process directly without relying on an out-of-state process
server, However, there are drawbacks to using such techniques

" for initial smervice. These methods provide little or no proof
that the obligor actually received service. Such proof is
inportant in order to protect the rights of the obligor, In
addition, lack of proof may impede progress in a case. For
example, the decision-maker say be reluctant or unable to enter a
default order if there is not sufficient proof of initial
service. In addition, if the obligor is not served, he may
challenge and overturn the order.® Therefore, technigues such
as first-class wail may be more appropriate for subseguent
service rather than initial service.®

Discovery «f Evidencs

Discovery is the device that can be used by one party in a
proceeding to obtain facts and information about a case from the
other party. UIFSA allows a tribunal to request an cut~of~state
tribunal to assist in obtaining discovery. The second tribunal,
upon receiving the reguest, may compel 2 §&rson over whom it has
jurisdiction to respond to a discovery order issued by the first
tribunal. Therefore, under UIFSA, a State using long-arm
jurisdiction may send a discovery order to the obligor’s gtate
amki have that 5%ate, which has more direct access to the obliger,
conduct discovery. However, UIFSA simply allows a State to act
on another State’s discovery order and dees not reguire it to do
ga. A Federal statute peguiring such actlion would assure greater
access to evidence by a State using long-arm jurisdiction.

Interstate Transmission of Evidence

In cases where the obligor‘s State or some other $tate is willing
to provide evidence t¢o a State working a case by long-arm
jurisdiction, the simple task of transmitting the evidence from
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one State to another can create problems. Traditionally,
evidance transmitted by telephone, fax, computer, videotape, or
audictape has not been admissible as evidence, often simply
because of the method by which the evidence was transmitted
rather than a consideration of the reliability of the evidence
itself., UIFSA addresses this problenm by providing that
documentary evidence transmitted by telephone, telecopier, or
other means that do not provzﬁe an &rzginai writing may not be
‘excluded from evidence on s ] A ) ans. ol
ANSMISS A0 The evidences may stzll be excluded from tha record
or dx&aauntad if the authenticity of the evidence is
guesticnable, for reasons other than the method of transmission.

In working a long-arm case, a State may also need to obtain
testinony from an out-~of-state witness. UIFSA provides for
ohtaining this testimony with the least amount of inconvenience.
Under UIFSA, a tribunal may permit a party or witness residing in
anotheyr State to be deposed or testify by telephone, audiovisual
means, or other electronic means. The Interstate Commission
recommended going a step further by enacting a Federal statute to
reguire the use of procedures that would allow participation by
phone of out-cf-state parties.

Adnissibility of Evidence

Once out-of-state evidence is transmitted from the other S$State,
it must be admitted to the record in order to have an impact. 1In
the arpa of evidence admissibility, the Interstate Commission ’
recommended enactment of Federal statutes that:

" Establish a sinplified certification process and
admissibility procedure for out-af-state documents in child
support cases.

3 Direct States to use laws requiring that any certified copy
of an out-of-state order, decres, or judgment related to
paternity or child support, be admitted if regular on its
face.

» Direct States to use laws that require ocut-of-gtate written,
audiotaped or videptaped depositions, interrogatories,
admissions of fact, and other discovery documents to be
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admitted in paternity or child support hearings, if the
documents are regular on their face and comply with the
appropriate discovery rule/law of the State where discovery
was conducted.

These reforms would have two banefixs. First th&y would
astablish 3 - ; )

Curr&ntly,

: States ha?a differing an& somet ines aumharsome requiraments for
authenticating orders and public records. A IV~D agency
collecting evidence for use by another State’s IV-D agency, that
is working the case through long~arm jurisdiction, is often
unfamiliar with the specific raguirements for admitting evidence
in the cther State.

Lnig;gggign. strzct adkarance to the hearaay prlncipl& r&quirea
the progucer of evidence to be present to face ¢ross examination.
However, in long-arm cases where evidence is obtained from oute
of~gtate, testimony by the producer of evidence can be
particularly hard to arrange. In recent years, evidentiary rules
have relaxed strict adherence to the hearsay principle. fThese

reforms would continue that trend, while maintaining safeguards .

in order to help ensure that evidence is accurate and legitimate.
They would require that, in order to be admissible, a copy of an
order be certified, a discovery docunment cémply with local rule
or law, and any decument be reguiar on its face. Though a
document would be admiszible and therefore considered by the
decision-maker if it met these criteria, if the document’s
reliability were subsequently questicned, the decision-nmaker
could discount its weight.

IMPROVING THE TWO-8TATE PROCESS

1f all the above reforms were gnacted, the number of interstate
cases requiring two-state action would be reduced substantially.
Partisularly if ¥child-state” jurisdiction were established ang
used extensively, the need for twe State-processing would be
virtually eliminated, However, there would likely still be some
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cases where it would be difficult or inappropriate for a State to
work a caaa‘lacally against an out-of-state obligor. Therefore,
even if the system is reformed to maximize one-~state processing,
there is still a2 nesed teo improve the two-state process as well.
VUIFSA, as discussed above, would enhance two-state processing,
but additional Federal mandates, which bulld upon UIFSA, could
provide further improvement.

- Bvidentiary Improvements

All of the options regarding discovery, transnission, and
admissibility of evidence, discussed earlier in the context of
improving long-arm cases, would also improve two-state case
processing., For example, under the discovery provision in UIFSa,
a responding State cculd enforce a discovery order issued by the
initiating State., These options would also enhance the ability
of a responding State to receive and use evidence from the
initiating State.

Full Faith and Credit

Under the U.S. Constitution and Federal law, a State’s order is
entitled to full faith and credit in other States if it is a
Linal order. Full fajith and credit is the principle that an out-
of-gstate order should be given the same force and effect in all
other States as it would be given in the State of origin., when a
State gives full faith and credit to another State’s order, it
honors the terms of that order.

Three reforms regarding full faith and credit would improve twe-
state interstate processing:

Stave., P&tarnzty ordara are usually canszderad fin&l judgment&
and are therefore entitled to full faith and credit in other
States.” Likewise, past due support or arrearages are
congidered final judgments.?® However, orders for prospective
support payments are modifiable and not considered final;
thavefore, they are not entitled to full faith and c¢redit. To
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address this problem, the Interstate Commission recommended a
Federal statute requiring that orders for prospectively-owed
support be given "final judgment” status for purposes of full
faith and credit, but still be modifiable. Such a statute would
make an order for prospective support enforceable, on its own
terms, by other States.

_ _ h..as stratiy g sam& states do nat gzva fall
falth and cradit zo admznzstratzv& orders, and therefore refuse
to honor or enforce such orders issued by other States.¥ fThe
Administration has proposed legislation that would regquires a
State to give full faith and credit to determinations of
paternity made by another 5tate. This provision would apply
whether the determination was made through administrative or
Judicial processes. However, this propesal is limited to
paternity establishment. The Interstate Commission recommended
Federal legislation requiring that any gupport order, whether
issued by a court or through administrative process, be given
full faith and credit by another State.

gard. order o ; ract.. Develcpment of
stan&ard suppozﬁ axder 1anguage would faailitate full faith and
eredit. Such standard language would alleow a responding State to
understand an existing order’s terms easily and quickly s¢ that
it could recognize and enforce the order.’® There are three
options which could be mandated by Federal legislation:

1. Uniform terms in orders. The Interstate Commission
identified fourteen terms that it recommended be included in
every suppert order.®

2. Standard abstracts., The Interstate Commission also
reconmended use of a standard abstract that would summarize
the contents of the order. A Federal mandate could require
that the abstract be attached to all orders.

3. Standard orders. Another possibility is to go beyond the
Interstate Commission recommendations and mandate the use of
a standard order so that all crders would look alike., This

i3



http:States.27

option is more likely to be opposed by courts and would
reguire some States to change their statutes and customs,

Interatate Coppacts
The Interstate Commission recommended that the Federal government

encourage interstate compacts between States that share a high
volume of interstate activity.®¥ Compacts are based on the idea

- that, particularly in cases where the parties live near each

other but in different States, State boundaries and differing
state practices should not be an impediment. Under a compact,
certain practices used by one State would be acceptable in the
other State. Interstate compacts ¢ould govern areas such as:
reciprocal recognition of method and proof of service of process;
honoring sut~of-state warrants; reciprocal acceptance of
avidentiary standards and discovery methods; and administrative
recognition of out-of-astate orders.

Conpacts could either be informal agreements or formal agreements
ratified by State legislatures and approved by Congress. OCSE
could encourage compacts by promoting them through written
materials and training, or even providing funding. The
Interstate Commission recommends 90 percent Federal Financial
Participation (FFP) for planning and implementation of compacts.

Administrative Enforcement Technigques

Under Federal law, a responding State is reguired to enforce an
out~of~atate income withholding reguest as it would in an in-
state case, without the need for & URESA packet, other
documentation, or registration of the order.*’ UIFSA envisions
a greater role for enforcement technigues like interstate wage
withholding, which it calls "administrative enforcement®. Under
UIFSA, a respending tribunal must attempt enforcement through
administrative procedures, that do not reguire registration,
prior to registering an order.’® Such administrative interstate
enforcement technigues would reduce burdensome paperwork and
dogunentation requirements and expedite the process. However,
mnost States have few administrative enforcement technigues beyond
interstate wage withholding.
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Federal legislation could build on UIFSA by reguiring that States

adopt additiconal administrative enforcement techniques under

which States weould simply enforce an incoming interstate case as

if it were its own case, without the need for registration., For

axamplé, a Federal statute could require States to enforce other

States’ contempt orders and to honer cther States’ requests for
the imposition of liens against the obliger.

INTERSTATE LOCATE

In either a two-state or long-arm case, child support cannot be
established or enforced unless the obligor, his assets, andj/or
his employer are located. However, when an obligor resides or
works put-of-state, locate information may be particularly
difficult to obtain.

The Interstate Commission recommended a national locate network

linking State’s automated child support systems. The

Administration for Children and Families is already J.mplamantmg .
a network that would largely meet the Commission’s

recompendation. The Child Support Enforcement Network {CSENet)

is & nationwide. communicaticons network which will, as recommended f
by the Commission, link State’s automated child support systems.

It will allow locate inguiries and information to be sent

eélectronically from State~to~State, reducing the paperwork and

staff~time reguired. The CSENet gontract has been awarded and

the network is currently being tested by selected States. CSENet

may help to facilitate the use of long-arm jurisdiction since it ‘

will allow casy access to out~of-state information without

reguiring the initiation of an interstate case.

However, CSENet does not completely conform with the Interstate
Conmission’s recommendation for a national locate network. In
one way, it actually goees beyond the Commission’s recommendation:
CSENet will allew interstate cases, and not just locate data, to
be referred from State~to~Stats electronically. But in other
ways, the Commission’s recommendation is more expansive than
CSENet :
" The Commission recommended that States have direct
electronic agcess Lo the recerds of other State IV-D
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. agencies. CSENet does not provide direct access but only
allows reguesgts for information to be sent electronically.
The Commission recommended thal the network be connected to
the Federal Parent Logator Service (FPLS}. The FPLS
provides access to locate data from federal agencies and
State Employment Security Adencies. (CSENet is not linked to

thea FPLS.

Therefore, the Interstate Commission’s recommendations provide
ideas for how {SENet might be expanded in the future. In
addition, other reforms, such a&s the reporting of new hires
{aiscussed in ancther issue paper) should improve interstate

locate.

S8TAFF AND TRAINING

No matter how many Federal mandates are imposed with the goal of
improving interstate processing, having staff to work interstate
vases is still essential. First, staff mpust have Xnowledge of

. the interstate process and procedures. Some Iv«D agencies have
established staff units that exclusively handle interstate cases.
This specialization allows staff to develop expertise in the area
of interstate procesaing. Training on interstate issues is also
needed, particularly on new laws and procedures such as UIFSA. ’
In addition, a IV-D agency must have an adequate number of staff
to work interstate cases. IV~D agencies contacted for a recent
GAOD study> reported an median overall caselsad of 1000 per
worker compared te a median caselead of 850 for workers who
handle interstate cases. These numbers suggest that States have
given additional staff rescurces to interstate cases in
recognition of the difficulty and cémplﬁxity of processing such
cases, However, the caselcad per worker, even for interstate
cases, is high.

INTERNATIORAL ENFORCEMENT

While interstate enforcement is complicated, cases where the
chligor lives abroad can be even more complex. In the absence of
. Federal acticn in this area, States have developed agreements
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providing for reciprocal enforcement with other countries. Most
States have agreements with Germany, Great Britain, and at least
one Canadian province.* Despite State efforts, many countries
are not covered, and even where agreements exist they sometimes
do not work well, due to problems with the translation of foreign
languages in orders and petitions for example.

To address this problem, the Interstate Commission recommended

- that the U.S. sign and ratify the United Nations Convention on
the Recovery Abroad of Maintenance of 1956, which would provide a
means to enforce a support obligation overseas. Under the treaty,
the U.S. would designate a central authority, perhaps a Federal
agency, to handle incoming and outgoing international requests
for enforcement. About 40 countries have ratified this
convention, including all Western European countries. The
Federal government could also encourage States to continue
developing agreements with countries that have not ratified, and
therefore would not be covered by, the U.N. Convention.

ENFORCEMENT IN CASES INVOLVING INDIAN TRIBES

When at least one parent or child in a paternity or child support
matter is a member of an Indian tribe or lives on a reservation,
tribal courts may have concurrent or exclusive jurisdiction.
Jurisdictional issues fregquently create confusion, legal
challenges to both tribal and State action, a lack of reciprocity
between States and tribes, and ultimately a lack of enforcement.

UIFSA partly addresses this problem by including Indian tribes in
the definition of "State", and as a result tribes will be treated
similarly to States under UIFSA. To further improve the
situation, the Interstate Commission recommended that Federal
government encourage tribes and States to enter into
Intergovernmental Agreements to resolve jurisdictional issues,
encourage reciprocity and recognition of both State and tribal
orders, and facilitate child support collections. The Commission
also recommended enactment of Federal legislation clarifying that
full faith and credit be given to both tribal and State orders so
that tribes and States will recognize each other’s orders.
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There is also debate as to whether tribes should be eligible to
receive Federal funding to cperate their own IV-D programs. The
Interstate Commission recommended demonstration projects to test
various models for providing child support services to Indian
children. For the long-run, the Commission recommends tribal IvV-
D programs with 100 percent Federal funding.

MILITARY ENPORCEMENT

Enforcement against cocbligors who are military personnel also
warrants special attention. 1In particular, service of process
against U.S. Government employees stationed abroad or on military
facilities within the U.S5. can be difficult. 7o address these
problems, the Interstate Commission recommended that every branch
of the military and every other Federal agency designate an agent
for receiving service of process in paternity and child support
actions for employees stationed overseas. Service on the agent
would have the same effect as service on the employee. The
Commission also recommended a Federal gtatute reguiring that all
Federal smployeas bhe available for civilian service of process.
Currently, some military bases are off limits to civilian process
servers. In addition, the Interstate Commisgion recommended a
Federal statute establishing uniform leave granting procedures
for military personnel to allow attendance at hearings on
paternity and child support matters.

A draft Executive Order, currently in clearance, would enact some

of the Commission’s recommendations regarding military and
Federal employess if signed by the President. In addition, the
Executive Order would mandate a full review of current policies
and practices within the military to ensure that children of
military personnel are provided financial and medical suppoert in
the same manner and within the same timeframes as is mandated for
all other children due support.

WHAT IFP ENTORUEMENT IS FEDERALIZED?
If, as a2 result of welfare reform, enforcement were Conp

federalized, interstate improvement in the areas of ordar
establishment and medification and paternity would still be
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needed. Therefore, all of the reforms discussed above, with the
exception of direct withholding and administrative enforcement
technigues, would still be appropriate. Some sactions of UIFSA
would no longer ke applicable and could either be deleted or
revised to reflect Federal enforcement., However, if enforcenent
were not completely federalized, and there was still a reole for
State enforcement, UIFSA could remain as currently written.

WHAT XIP THE PROGRAM BECOMES UNIVERS2AL?

If the government child support program were expanded to cover
all cases, reform of the interstate process would still be
needed, and most of the reforms discussed in this paper would
still be applicable. UIFSA conld easily apply to a universal
program since it does not mention the IV~D program and applies to
all cases regardless ¢f IVv~D status, .

CONCLUBION
The reforms discussed in this paper could dramatically improve
interstate processing, particularly when combined with other
changes such as central registries, reporting of new hires, and
financial incentives (all issues being exanined by other
workgroups). In addition, as States continue to implement
automated systems and CSEHet, the interstate process in likely %o
improve. However, if too many Federal mandates are imposed on
States at one time, there is a danger of overwhelming the IV-D
programs which are still implementing Family Support Act
requirements. As a result, there is a need to prioritize and
phase in the reforms.

Cf the interstate reforms, UIFSA and “child~state® Jurisdiction
are the most far~reaching and would substantially reduce the
interstate caseload by allowing one-~state processing., Other
reforms designed to facilitate one~state action, such as service
of process reform and incantives to use longwaym, are also
needed. To the extent that two-state action can be avoided, the
interstate problem can be avoided.
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1. This paper uses the term "obligor” to include obligors who
owa support under an order, fathers with paternity established
but no support order, and alleged fathers who hawve not had
paternity established.

- QEn M{for the periadmanﬁxng Septembe: 30, 19%1},5fo1c3 of
cnild Support Enforcement.

3. Under PFederal law, a IV-D agency may also apply to the
Secretary for Health and Human Services for special permission to
uge a 1,8, district court to enforce a court order for suppoert
against an out-of-State obligor if the IV~D agency can
denonstrate: (1) the cobligor’s State has not undertaken to
enforce the order within 60 days of the receipt of a request, and
{2} use of the U.S8. district court is the only reasonable method
of enforcing the order. However, this provision is rarely if
gver used, partly because States may be unwilling to single-out
other States for failure to work an interstate case when the
interstate problem is so pervasive. The Federal Office of Child
Support Enforcement {OCSE) may want to want to publicize the
availability of this remedy in order to encourage its use.

4. Note that national or $State directories of child support
orders, discussed in papers by the Central Registries and
Reporting of New Hires Team, would be beneficial in fdentifying
existing orders in a case, and therefore would ke helpful in
preventing multiple orders under UIFSA.

5. According to Section 611 of UIFSA, in order for a responding
tribunal to modify an existing support order issued in another
State, the responding tribunal mugt register the existing support
order and, after notice and hearing, find that: (1) the child,
the individual obligee, and the obligor do not reside in the
State that issued the existing order; the petitioner who seeks
modification is a nonresident of the responding State; and the
respondent {(the non-petitioning party} is subject to the persocnal
jurisdiction of the responding tribunal; or (2) an individual
party or the child is subject to the personal jurisdiction of the
tribunal and all of the individual parties have flled a written
consent in the issuing tribunal providing that a tribunal of this
State may modify the support order and assume continuing,
exslusive jurisdiction over the order.

&. Such wodification of support orders is essential to ensuring
that award amounts reflect the current needs of the child and
circumstances of the parents, and remain consistent with
guidelines for determining support awards. On the other hand,
limiting States’ ability to modify other States’ existing orders



has some benefita. It helps prevent unwanted modifications and
maltiplie orders.

7. For example, UIFSA provides that a State using UIFSA can
initiate or respond to interstate cases where the other State
does not use UIFSA. Furthermore, to accommodate the provision
for one controlling order, UIFSA contains & priority scheme for
determining which order is contrelling when multiple orders
already exist in a case.

. 8. Even a verbatim mandate would stiil allow some State
flexibility since many terms in UIFSA are not defined or enclosed
in brackets, meaning the State is free to replace that term with
a similar one.

@, The IV~D State plan approval process, under which each State
is required to submit a plan providing for mandated reguirements
in order to receive Federal funding, could be used as a
compliance mechanism, A plan can be disapproved if it does not
contain all mandated elements, resulting in the lossg of all IV-D
funding. A less drastic compliance mechanism, e.4. a reduction
in funding rather than the termination of all funding, may be
more appropriate.

10. "Supporting Qur Chlzdran, A Elueprint for Refarm" The U.S.

11, In 1978, the U.S. Supreme Court issued this opinion in the
case of Kulko v. Superijor Court, based on an interpretation of

the Due Process Clause of the Fourteenth Amendment.

32. Some States’ laws allow for long-arm jurisdiction on “any
basis consistent with the constitutions of this State and the
United States”. Such a gtate may be able to attempt use of
“child~-state" jurisdiction under its existing statute.

13, Under the third option, the Federal law requiring States to
establish chilgd«§tate jurisdiction would have to expand or tinker
with the Federal court system’s jurisdiction in order to include
provision for an expedited appeal to the Supreme Court.

14. ”Supportznq Qur Chzidr&n' A azuaprxnt for Reform®, The U.S.

1%. However, it is not clear that the Supreme Court would choose
to hear the case.

16, “Supporting Qar Chlldr&ﬁ’ A alueprint for Reform®, e U.8,




17, State action would be subject to the same Fourteenth
Amendment analysis that served as the basis for the Kulko
decigion, which found that a State’s jurisdictional reach was
limited., Some legal scholars, however, believe that "chilg-
state” Jurisdiction could still be upheld as constitutional based
on & Fourteenth Amendment analysis. On the other hand, a
congressional finding or statute would circumvent the Fourteenth
Amendment issue and allow the matter Lo be analyzed from a Fifth
Anendment perspective. Several law professors contacted by the
Interstate Commission asserted that Congress has the power under
“the Fifth Amendment to regulate State jurisdiction.

18. The benefits of “child-state® Jurisdiction may be greatest
in the areas of paternity and support order estaklishment, rather
than enforcement. Under current law, most enforcement
techniques, except for wage withholding, reguire two-BState action
and cannot be implemented by long-arm across State lines. Even
if these laws were changed {see section in paper on
administrative enforcement techniques} States using “ahildwstate"
Jurisdiction will still likely have to rely on the obligor’s
State to take certain actions, such as assistance with discevery,
in enforcement proceedings. If "child-state®™ jurisdiction is
successfully established, a Federal mandate or financial
incentives, similar to the options discussed in the long-arm
section of the paper, may be required to encourage its use.

19. ”$uppmrning ur Children. A Blueprlnt for Reform®, The U. 8,

20, Ganaral Accounting Office, Inte

Withholding Not Pulfilling Expectations, Fehmary 1992,

21. The Interstate Commission, which endorsed establishment of a
national subpoena, recommended that: (1} the subpoena must be
hanored by Federal, State, and local governments, private
emplovers, and any person or entity that owes pericdic income;
(2) the scope of the subpoena be limited to 12 months of income,
allowing for adequate information without being overly
burdensome; (3} hearings, with limited defenses, be held in the
enmployer s State if the subpoena is not honored; and (4)
information obtained via the subpoena shall be admitted as
avidence.

22. “Suggarting Qar Chzidren* A Bluaprlnt fmr Raform“ The U.S.

92 _—



24. If an obligor has already received initial service, he ig
aware of the proceedings, and he may infeorm the tribunal of
address changes if he moves so that the tribunal will be able to
deliver subsequent service.

25. To ensure this is the case universally, the Administration’s
paternity proposal, contained in the President’s FY1994 budget,
proposes a Federal statute that would reguire each State to give
full faith and credit to a determination of paternity made by
ancther State.

‘éé. The ¥YBradley Amendment®, enacted in 1%86, is a ‘Federal
statute which regquires that past due support installments be
treated as final Jjudgments by operation of law.

27. P®Supporting Qur Children: A Blueprint for Reforam”, The U.8.

28. If national or State directories of child support orders are
developed (see papers by the Central Reglstries and Reporting of
New Hires Team), standard order language would make the
operations of such directories more expeditious and efficient
since the contents of orders could be more easlly extracted for
filing with a directory. e

29. Terms identified by the Interstate Commission are: the date
that support payments are to commence; the glroumstances upon
which support payments are to terminate; the amount of current
child support expressed as a sum certain, arrearages expressed as

a sum certain as of a certain date, and any payback schedule for

the arrearages; whether the support obligation is in & lusp sus
{nonallocated) or per child; if the obligation iz lump sum, the
event causing a change in the support obligation and the anount
of any change; other expenses, such as these for childcare and
healthcare; names of the parents; social security numbers {(88Ns}
of the parents; names of all children covered by the order; dates
of birth and SSNs of children covered by the order; court
identification (FIPS code, name and address) of the court issuing
the order; method of payment; healthcare support infeormation; and
the party to contact when additional information is obtalned.

30. Likely candidates for compacts include: States which share
a metropolitan area (such as Washington, D.C. and its suburbs in
Virginia and Maryland); States in the same region; States that
share borders; or States whose residents freguently migrate back
and forth.

31. Unless registration: is for the sole purpose of obtaining
jurisdiction for enforcement of the order; does not confer
jurisdiction on the court or agency for any other purpose (such
as modification of the underlying or original support order); and
does not delay implementation of withholding beyond timeframes.




32. Note that even if a State ends up registering the order,
registration under UIFSA, unlike URESA registration, is limited
to enforcement purposes and does not open the underlying order to
modification.

13. General Accounting Office, Interstate C d Support: Wage
Withholdi ot 1111 Expectations, February 1992.

34. "Supporting Our Children: A Blueprint for Reform", The U,S,
Commission on Interstate Child Support’s Report to Congress, p.
209.
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EXECUTIVE SUMMARY

There has been an explesion of information on child support
guidelines since 1888 when Congress first mandated that states
use guidelines to establish and modify child suppord awards in_‘
all child support cases. Since then, states have developed |
guidelines in various incarnations of the income shares,
percentage of income, and Melson 2@?%&1&&. While guidelines have
led to more unifory treatment of similarly-situated parties
within a state, there is still much debate concerning the merits
of specific guideline formulae. For example, commentators have
opined that the income shares formula is based upon inaccurdte
agsumptions, ﬁhe Melson formula ie overly ¢¢m§l&x, and the
percentage of income fornmula overly sinmple,

The adeguacy of ¢hild support awards réanlting from
application of guldelines has been placed in question, in éarﬁ
because we lack adegquate information on the truas "costs"
{monetary and nonmonatary) of raising a ¢hild by twe parents in
separate households; and in part because disagreements abound’
over what costs {(e.g., nedical care, child care, post-gsecondary
education, non-minor and/or multiple family support) should be
included in guidelines. -

States consider different factors as deviations from the
guidelines depending upon the state, and it is unclear whether

daviations are the norm or the rule in some areas.

H
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The Famiiy Support Act mandated that states review
guidelines every four years to ensure thelr accuracy, and states
pust alsc conduct reviews and adjustments of their cases every
three years or upen raqueét. some states have deemed the
enactment of guidelines to constitute a change in circumstances
warranting a review and adjustment, a fact to consider in our
discussion of instituting a hational guidelines structure, or
amending the current guidelines. Should we choose to alter the
current guidelines structure, we should balance concerns about
the effect of complicated guldelines as a disincentive for states
to conduct review and adiustments of cases, and the possibility
that more "simpleY gulidelines do not neceasarily yield the bast
result for either ;?e parties or The child &ugpﬁrt system,

The U.S. Commisasion on Interstate Child Support has
recommended that a national gujdelines commission be formed to
study the feasibility and development o&f a national guideline,
If such a group is convened, we belleve that it would be h$1§231
to expand its focus to include a study of the strengths and
weaknesses of existing gquidelines, a determination whether we
should replace the current gquidelines structure with a national
guideline, institute national minimum standardsz, or retain the
status quo.

National guidelines have both proponents and opponents, -the
proponents claim that such guidelines will reduce forum shopping,

and reduce confusion in thelr interstate application, while

oppenents argue that it will be difficult for such guidelines to

i1



take into acgount regional differences in the cost of living., To
sope extent, our decision whether to use them may be dictated by
the implementation of child support insurance, or Federalizing
the child support system. If we desire to lmplement national
guidelines or national minimum standards to improve the current

gystem, we must weigh many issues (including £he treatment of

medical and child care, multiple families, and administration) to '

make it a success. We should also keep In mind that an
pgsunption upon which the discussion concerning national
guidelines is based is that thelr use would improve the currant
structure. We may want to test this hypothesis.

It is our goal that this reexamination of state child
gsupport guidelines will eventually lead to awards which more
acgourately reflect parties® circumstances, and prove beneficial

to the families we serve.
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BACKGROUND

Before the passage of the Child Support Enforcement
Amendments of 1984, state judges had considerable discretion in
formulating child support'awards, and generally developed awardg
on a case-by-case basis. This led both to great variations in |
the amount of awards, even in cases with comparable factual
scenarios, and an inequitable treatment of Biqilar;xfsituated
parties. Child support awards were also viewed as inadequate to
meet the true costs of raising children as measured by econonmic
studies.’

These problems provided Congressional impetus for the Child
Support Enforcement Amendments of 1984, P.L. 98-378, 42 U.S.C.
667, which required states to formulate guidelines for
determininq appropriate child support obligation amounts and to
distribute them to judges and other individuals with authority to
establish obligation amounts by October, 1987. However, the 1984

amendments did not compel use of guidelines.z

It was not until
1988 that real teeFP were added to guidelines with the enactment
of the Family Suppeort Act, P.L. 100-485, which mandated
establishment and use of guidelines for child support award
amountslwithin a state. The legislation provides that guidelines
are to be established by law, judicial or administrative action,

and requires them to be reviewed at least once every four years

to ensure that their application results in the determination of



app%cpxiata ehild support award amounts. The Farily Support Act
required the guidelines to be made available to all judges and
other officiels who had the power to determine child support
awards within a state, and established a rebuttabls presumption
that the amount of the award resulting from application of the
guidelines is the correct amount. As a result of the Family
Support Act, all child support awards set or modified after
October 13, 1989, vhether established through a judicial
proceeding, or through an administrative process, must be based
upon presumptive guidelines, unless application of the guidelines
would work #ﬁ unjust or inappropriate result.’ If the
decisionnaker does not apply the guidelines, she musat make a
written finding on the record that application of the guidelines
would be unjust or inappropriate in a particular case.®

Developing c¢hild support guidelines is » Qifficult task.
Many studies exanmine the differant approaches to‘child support
guidelines. Three approaches to child support guidelines thag
have been adopted by the States are: incomes shares, percentage
of income, and the Mslson formula. These approaches serve aﬁ‘
nodels for states to establish guidelines in a uniform and
ecquitable fashion.

. The Income SBhares Formuls .

The Income Shares model is based on the concept that the

¢hild should receive the same proportion of parental income that

she would have received if the parents lived together.’ The




calculation considers the incomes of both parents. This nmodel is
‘iﬁplementad in approximately thirty states, Guam, and the Virgin
Islands. It alao gfovides statas with optiangl versions in
calculating child support awards; using net or gross income base
of both parents, treatment of child care, and extraordinary
wedical expenses (aeelxortk Larolinats worksheaets in appan&ix}¢‘

Washington uses a variation of the income shares formula
which applies net incomes in setting child support awards. The
guideline allocates a percent ¢of combined net incomﬁg based on
the level of income, nunmber of children, and the ages of each
zhiid‘ It smploys different payment schedules depending on the
.age of the child{ren). Noncustodial parents with net incones
below $500 have oxrders set on a case-by-case basisg. Child care
expenses are separated from the support cbligation, and there are
ne provisions for m;dic$1 axpenges., ‘

One advantage in using this model is that it helps ensure
that the child support award reflects the relative incomes of
each parent, producing what many consider to be a more fair
allocation of cash support from one parent to another.

Disadvantages in using this model are that, despite the ‘
philosophy that the child support award be based on both parents!
incomes, the c¢hild will almost certainly have a substantially
reduced standard of living unless she is in the custody of the
wealthier parent.®

In hexr c¢ritique of Robert Williamst! formulation of the

income ghares formﬁia, Nancy Polikoff noted several problems



inherent to it: 1)} Williams relied on data from the (CFS) 1972~
73, which was not the wost recent data at the time he developed
the income shares formula. A subsaguent CES in 1982-83 amended
the definition of *consumption® to include pensions and persanal
insurance, which were left out of the 13972-73 study; 2) the model
is based upcn a faulty premise--that allocation of a child's ,
share of consumption in one housaehold, two»parént unit carries
over teo two-parent, two-household units: 3) the formula is based
upon "current consuﬁpti&n“ estipates, which do not ygxa into

acoount repayment on principal (e.g., mortgage) or aavinga.7,’

Parcentags of Incoms

he basic principle of the percentage formula is that the
nohcustw&ial_pé:ent should pay a flat percentags of his/her gross
income in child support. This formula often includes an
adiustment for pre-existing support orders, and it takes into
account the number of dependents to be supported. But unlike the
other t&rmnlaé. it does not take the custodial parent's incone
into account {(agssuming the custodial parant spends an appropriate
portion of income directly on the child({ren}.

Currently, approximately eight étata& use a percentage of
the obligor'’s net income to calculate child support awards, and
seven states calculate the obligation based upon the obligor's
greoss income. {See Mississippi's workshaet in appendix). Most

of the states that employ this approach calculate & sum certain
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support obligation, whilé Wisconsin expresses the obligation as a
percentage.

There are advantages in using thislapproach. The formula is
easier to use, generally requiring discovery of the noncustodial
parent‘'s income only. An advantage to Wisconsin's version is
that it allows the amount of child support to fluctuate
automatically as the obligor's income fluctuates without a need
to return to a court or an administrative agency for adjustment
of the award. ' .

Disadvantages of using the percentage of income versicon are
that it may be unfair both because it does not consider the
custodial parent's income, and because the same percentage of
income is taken for both poor and wealthy obligors. 1In
Wisconsin's case, it may be administratively burdensome to keep
track of such orders by using a lengthy annual reconciliation
process. Furthermore, Wisconsin's flat percentage of income
approach can create problems with interstate cases. Missouri and
Kansas do not accept percentage expressed orders until they are

converted to a dollar amount.

Melson and Cassetty Formulae
The three basic principles of the Melson Formula are: 1)

parents keep sufficient income for their basic needs and to

encourage continued employment; 2) parents should not retain any

excess income until the basic needs of the dependents are met;



and {3) whan income is sufficient to provide the basic needs of -
the parvents and all dependents, the dependents are entitled to
share any additiaad&ﬁincuma s that they can Benefit from the
poncustodial parentfs higher standard of living.

The Melson formula incorporates two theorles; cost-gharing
and income-sharing. The farmula first detarmines the primary
support need or selflaupport for the parents, then the support
needs of the children (including child care costs and
extraordinary madicﬁz axpenses), and allocates each parant's
ghare in proportion to their net income. This is the cost-
sharing aspect. Tha next steps to the formula provide income~
sharing, which is a percentage of the parents' nst income
available for the standard of living adjustment (SOLA). Once the
total obligation from both parents' incomes is determined, the '
custodial parent retains his/her portion for the‘haus&hmld whila
the noncustedial parent pays the child support.

Delaware, Hawaii, and West Virginia use the Melson formula,
and Montana uwses s variation of it. {See Delavare's attached
computation worksheet)}. 'The formula is comprehensive and allows
application in situvations where split custedy and multiple
families are involved. But its comprehensiveness may be one of
its disadvantages becauge so many factors are considered in the
~calculation, that it is complex to use and apply. -

The Cassetty Model is another approach to develop
guidelines. This model is an income egqualization standard which

is intended to ensure that the children of divorced parents




experience the least possible economic hardship and continue to
enjoy the pre-diveorce standard of living. Currently, this model
is not implemented in any Jjurisdiction.

While quidelines have provided greater standardization and
equity to child support awards, problems still remain with their
use. In interstatgtcasas, confusion abounds on the application
of different State laws and guidelines, and Wisconsin is still
developing procedures to implement a percentage ordered systen.
Debates continue over the adegquacy {(or inadequacy) of guidelines,
and which guideline form establishes the result that is most

consistent with the "reality" of the parties' circumstances.

ISBUBS/POTENTIAL BOLUTIONS “

Are guidelines adequate?

Title IVv-D ©f Social Security Act {the Act) (§ 451 et
gaeqg.) (42 U.B.C. 651 et seq.) establishes Federal requirements for
the child support é;oqram and for guidelimas¢{ The Act calls for
states to establish guidelines which are 'appropriate’ batAaags
little to define appropriateness and omits mention of ‘adegquacy’.
The regulations which implement the statutory language on
guidelines at 45 CFR 102.58, are more explicit. Guldelines must
_be ha&eﬁ on specific daescriptive and numeric.criteria and result

in a computation of the support obligation, provide for the

"rnis title provides a shorthand way of referring to child
support agencies as "IV-D agencies® and the child support program
as the "IV-D program".



child{ren)'s health care needs, through hesalth insurance or other
means, and, as part of the state's pandstory quadrennial review ‘I’
process, states nust consider sconomic data on the cost of

raising children, and they must analyze case data, gathered

through sampling or other methods, on the application of, and

deviation from, the guidelines.?

Although there may be many %
other ways of examining the asdequacy of child support gﬁi&alines;';
data on the cost of raising children has been used as the basis
for most guidelines.™

- -

In his seninal® work on guldelines for thé office of Child

Support Enfaraam#nh:
Orders, Bob Williams used estimates of the cost of raising
children by Thomas Eepenshads of the Urban Ingtitute in
developing guidalinﬁ,§ratatypes.” The latest estimates of the

cost of raising children have been done by David Betson of Notre
Dame University.” Lewin/ICF used this data to measure the
adequacy of State guidelines in a report to Congress as directed
by staff at the Office of the Assistant Secretary Zor Policy ang
Evaluation and the 0ffice of Child Support Enforcement (OCSE)
entitled:
Guidelines.” .

The Betson report used the Consumer Expenditure Survey from

1980-~€ to estimate the cost of raising children; formulae were
then applied from the economic literature to derive costs from
the family data available in the Consumer Expenditure Survey.

The study applied wvariocus formulae and derived cost figures for

s @
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the high and low ends of the spectrum using the Engle Formula

. based upon food conﬁu;apt:ian costs and the Rothbart Formula based
upon the consumption of adult goods. Lewin/ICF next applisd
state guidelines to three assumed income levels for a typlcal two
child family. They found that most states' guidelines in effect
at the date of the study fell within two extremes of child cost
estimates {sae Tables). Howevar, seven stateg' guidelines were
baelow the lowest level of acceptable costs of ralsing children.
These States were: Alaska, Arkansas, Illinois, Iaw§: Montana,
Oregon, Texas, and ?yawing*

In October 1989, Jessica Pearson of the Center for Policy
Research, performed a study for the State Justice Institute on
wuideline adaqnaayléﬁ three States: zlzinoisi Hawaii, and

"’ Colorado. 8he surveyed attorneys and judges on the adeguacy of
awards produced by the guidelines™ and found that a majority of
judges and attorneys felt that the orders were inadeguate for low
income cases, and adequate for middle income and high income
fanmilies.

Irwin Garfinkel has indicated that helbelievea guidelineg
will l=ad to large increases in child support award levels over
time if they are: (1) actually implemented and not “undermined"
by judlicial discretion; (2} used to update, as well as set,
initial awards; (3) used for setting initial awards and updating
for the nonwelfare, as well as the welfare, population; and (&)
not eviscerated by ;avarsals in publie ¢a&m£t§ant to enforce the

parental child support obligation.™



Under the Downey/Hyde Child Support Enforcement and

Assurance Proposal, states would establish child support orders, .
and send them to the Federal goverrnment to be registered for
collections purposes. The Federal government would review all
‘initial orders and could rescind and reestablish any order that
falls outside the Federal guidelines that is not adequately
Justified by the state,

A recent Government Accounting 0ffice (GAO) study opined
that there is "{n}o single estimate of expendituras“?n children
recognizad as the best measure of the cost of raising a child.nV
while estimates of expenditures on children are used o
approximate what it costs to raise a child, they do not include
the nonmonetary costs of raising children such as the opportunity

costs, lost leisure time, and changes in family savings as a

result of having a child (e.g., savings for college education),'
For child support guidelines %o be "accurate®, it would be
helpful if we could gain & better estimate of “the costs, both

monetary and non-monetary, of raising a child for two households.
What .is the range of child support guidelines?

There is a considerable vange in ¢hild support award amounts
rasulting from the application of state guidelines. The -
following table uses figures developed by Lewin/ICF to
demonstrate the percent of gruss income to be ordered for the

support of children by varicus state guidelines. It also shows
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the amount which would be paid under the guidelines for all
states at assumed income levels.' Finally, it demonstrates the
percentages of income spent for a comparable number of children

in an intact family.
Table 1

RANGE IN AMOUNT OF CHILD SUPPORT ORDERS UNDER GUIDELINES
IN EFFECT AS OF FEBRUARY 1990

Gross Income: $15,000 ncp $30,000 ncp $35,000 ncp
$10,000 cp $15,000 cp  $25,000 cp

% of income

ordered 15%-35% 17%-33% 16%-31%

Monthly amt. $185-5434 $436-5819 $470-5895

Exp. in intact .-

Families 21%-39% 19%-34% 18-33%

Note: Gross income levels assumed, percent of income ordered
for two children, monthly amount of child support ordered under
guideline for same two children, expenditure for two children in
intact families applying Rothbart and Engel formulae to the
Consumer Expenditure Survey. P

cp= custodial parent, ncp=non-custodial parent.

(Source: Lewin/ICF Estimates of Expenditures on children and
Cchild Support Guideline, [A Report to Congress] October 1990)

Multiple, Becond, or Btep Families

With the exception of the payment of an existing child
support order and payment or receipt of spousal support, few )
States regularly take into account multiple families (e.g., one
father with several children by different women, or one mother
with children by different men), second or step-families or new
spousal income. Karen Fox and colleagues from the Universitf of
Chicago conducted a recent study which shows that twelve years
after a divorce, two-thirds of white women with dependent
children from an absent parent are remarried.?®
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Mogt sources rpport that fathers remparry more fraguently

than mothers. The current trend is for remarriage following
divorce to occur with grester frequency, at earlier ages, and
with less tine betweaﬁ narriages. '
Because these caszes are becoming meore freguent with the
changes occurring in our soclety, and because they pose syecial‘_e
concerns, we nmust examine how to treat them. For example, in a
case where a couple divorces after having ¢two childraen, and the
man remarries and has two more children with a new spouse, who
already has one child of her own, how should that obligor‘'s
incomes be divided among the five children? Should the child who
is not his biological ch{}d receive nothing? Should all of the

children receive the same percentage or given amount? (Which is

unlikely to be a large sum unless the cbligor is wealthy}. '
Should his first family receive more? His second? Should he |
provide health care coverage for his first family?

One way states are handling zmultiple family situations is
to deviate from the guidelines, because their application would
leave the obligor with little ﬁ?an’whiﬁh to live. o
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Table 2%

NUMERIC PROVISIONS IN GUIDELINES FOR 8S8TEP OR SECOND FAMILIES
{For Guidelines as of March 31, 1990}

rrovision No. of States
Prewexisting Child Support Order
deductible from Paypr's lInconme ] 42
Spousal Support Received Included
In Recipients Income 38
Spousal Support Paid Deductikle from
Payor's Incomae 31
Needs of Subseguent Biological or
Adoptive Children Reflected in Fornmula i
Income of & Subsequent Spouse or Partner
or Reduced Expenses Reflected in Formula 2
Needs of Step-Children Reflected in Pormula 2

Child Support Received Reflected in Recipient's .
Income i

Needs of Dependent Subsequent Partner Reflected
in Formula o

The U.8. Commission on Interstate Child Support reccmmends
that states foymulate a policy regarding: (1) whether a
remarried parent's spouse's income affects a support obligation;
and (2) the costs of multiple family child raising obligations,
other than those children for whor the action was brought“ The
Commission recommends that the policy ke declared explicitly in
the Staﬁeis guidelines or in an adjacent section ©f the State's
code and that, if the support orders should be altered because of
these factors, the formula for calculating the alteration under

the guldelines should be explicitly stated,®
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The Downey-Hyde proposal would regquire guidelines to take
inte account such circumstances as jolnt physical custody, split

u In a Hevada

custody or extracrdinary visitation expenses.
case, it was found that the statutory scheme provides that 28
percent of gross monthly income must be allocated to support twe
children from a first marriage. No provision for support of
subsegquent children in a second nmarriasge allows diminighed

support to athars.®

- »

Treatment of Medical Coverage Under Btate Guidelines

The inplementing regulations of the FSA, 45 CFR
302.56({c) (3), reguire states to include provisions for children's
health care needs, through health insurance coverage, or other
means. Federal regulations alse reguirs xv—é agencies to
petition for health coverage to be included in a cash child
support award. {See 45 CFR 303.31(b)(2)). Unfortunately, these
requirements do not necessarily mean that decisionmakers corder
health coverage for children, nor that children receive
appropriate coverage. A recent {ensus Bureau Study found that
health insurance coverage was included in only 39 percent of
existing child support awards.®

A recent telephone survey of state IV-D directors which-OCSE
conducted, revealed that states have chosen to treat health care
coverage in diverse ways under their guidelines. Some Judges or

administrative decisionmakers are refusing to order medical
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support if the actual out-of-pocket cost of msdical insurance to
an obligor is not “reasonable® even if it is available through an
employer., For example, Comnecticut courts will not order medical
support if premiume exceed $25 to $35 per month. Nebraska judges
will not order medical support if premiums exceed one-~third of
the cash amcunt. In eight States, (Dsalaware, Gearéig, Illinaia,
Loulisiana, Nevada, North Dakoets, Rhode Island, and Tennessee) , it
is a matter of judicial discretion whether to order medical
insurance if the cost is too high in relation to the cash child
support award amount or the child support order or the employee's
wages,

Cther states agdress the marter by deducting an anocunt from
the cash support award for the cost of the medical suppors
premium. For example, mix states (Alaska, Massachusetts, Oregon,
Pennaylvania, South Carclina, and Utah) reduce cash c¢hild support
on a dollar~for-dollar basis against health premiums ordered.
Fourteen states (Alabama, Arkangas, Colorade, Florida, Indians,
Iowa, Xentucky, Maine, Maryland, Minnesota, Nebraska, New Jarsey,
North Carolina, and vVermont), deduct the total amount of madiayl
premiums paid by the employer's obligor from gross income before
arriving at & base to which guidelines are applied.*

One way to treat all types of medical, dental, and related
care, would be to ;pﬁlada them in child support guidelines. -
Otherwise, noncustodial parents may try te aveid paying for any
of the expenses for orthodonture, psychiatric or psychological

care, optical care, physical therapy, etc.® Senator Bradley's
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Bill (S. 689}, which he recently introduced, requires in section
208, the state child support guidelines "take into accaunt work-
ralated or job-training related . . .health insurance and related
uninsured health care expenses.® Demonstrating its concern that
currant qgidalines‘;ara not adeqguately maetiné children's health
care coverage needs, the Interstate Commission also recommended
that states have and use laws providing that State child support
guidelinas take into account health insurance, related uninsured
haaltheare expenses, and extraordinary school expenses incurred
on behalf of the child of the parents for wvhom the ¢rder is
aought.”

in a paper sha prepared for the Women's Legal Defensa Fund's
Hational Conference on the Devalcopment of Child Support
Guidelines, Sally Goldfarb argued that, "{i}f unnecessary or
unreasonable médiaal expenses are to be excluded, there should bhe
a heavy burden of §%oaf on any noncustodial parent who wants to
denonstrate that a given expense was unnecessary or
unreasonable."® We should perhaps define however, what is meant
by "unnecessary” or “unreasconable." Further, Goldfarb does not
favor allowing reducticns in cash support payments in exchange
for providing medical insurance, but rather that medical
insurance should be viewed a3 a separate obligation in addition
tu cash support awards.> For example, California's child .
support guidelines include in its definition of %“gross income™
the deductions for health insurance premiums for the parent and

for any children the parent has an cbligation to support and
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3?2 ealifornia also defines

state disability insurance premjums.
*health insurance coverage” to include vision care, dental
coverage, (whether a part of existing health insurance coverage
or as issued as & separate policy or plan), and the provision of
health care services regardless of whethar the provided by a fee
for servica, haalth maintenance organization, preferred provider
organization, or any other type of health care delivery systen
under which medical. services could be provided to the dependent
child or children of an absent parent.® N B

Another way to treat the costs of medical insurance may be
to allow the custodial parent to provide the child with coverage,
as the noncustodial parent often cannot provide include former
gpouses in health insurance aavaraqa¢“ The cost of providing
for the &ag&gﬁ&nx‘& coverage could then be allocated evenly
between the parents. This would provide the custodial parent with
information regarding the type or guality of health insurance

coverage, and may prevent lapses in coverage from occurring under

the noncustodial parentts health care plan.
¢hild Care Costs

States treat the costs of child care differently. Some
include child care in their guidelines, (e.g.,Delaware), and -take
inte acoount the costs of child care as part of the costs of
raising & child. Other States may ignore child care costs,™

Because the costs of child cere are an important component in
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* -

allowing parents to work, the Interstate Commission recommended
that State guidelines take into account current or proijectad work
related or job training ralated childcare expenses of elither

parent for the care of children of either paxant.“
paviations tfom child support guidalines

Although recent surveys af judges and administrative
personnal in Michigan, Connecticut, and Xentucky inp}cata that
guidelines are followed in at least 9%0% of cases, earlier more
scientific case-based surveys on mandatory guidelines in
Washington, Virqinik; Colorade, Hawall, and Iilinois indicate
that ¥eviations from gquidelines cccurred in 20§ to 50% of the
cases, However, in these earlier surveys, while guidelines were
mandatory, thay were new o the child support ayétem. As of
1583, there were almost 50 differsent reasons for deviations among
the States, the most important being: 1) joint custody or
visitation, 2) support for athar:childran, 3} second jobs or |
income, 4] stipulated agreements, 5} health care costs, &) 1&?

income, amd 7} debt or assumption of debﬁ.”

Deviations: isaues related to variatioﬁa in the age of majority

- -

If child and medical support are ordered, the obligor must
pay such costs on behalf of the child until the general age of

majority or termination as state law requires. In most states
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the age of emancipation is eighteen, but in ten, it is nineteen
or twenty-one. Most states will extend the age ©of majority
beyond the age set forth in its statutes if a child is still in
high school. Many etates provide for extending the age of
majority indefinitely if a child is physically or mentally
disahled and unable to attain self-supporting status. A few '
allow extension of the age of majority if a child is attending
post-secondary school. Alternatively, some will cut off the duty
to provide c¢hild support for children before the age of majority
if they aée emancipated by reason of marriage, self~sufficiency
or they snter the military. Because of the differing treatment
on this issue, we may want to address whether child support
should be extended to poast secondary students and disabled
children in all states. ™

- T -

Deviations: 4issuss related to incoms extramesn

The application of guidelines to cases with high and low
incomes causes decisionmakers dilemmas. In high income cases,
application of the guidelinas.may result in such a high wonthly
award amount, that some guestion vhether it becomes spousal
support in the gulse of child support. (This may not necessarily
be a h&& thing, particularly considering that women tend to sarn
less than méﬁ”, aéﬁ nonnonetary costs of raising children are

rarely, if ever, taken into account in the calculation of chilgd

support, and the custodial parent is usually a women, so that the

15



living standard of a c¢hild déc:eases after divorce or
separation).® In such cases, award amounts resulting from
application of the guidealines may be termed “windfalls," and
state decisionmakers may deviate from the gquidelines to awvard a
lesger amount. Such cases may poss problems in interstate cases
as well,“

In low income cases the obligor may simply lack adequate
income to meet the ;aads of the child or cama’alase to meeting
welfare reimbursement needs.‘ Alternatively, in the interest of
welfare recoupment or in order to set a minimum, states may set
an amount too high to be paid vomfortably by a low income father.

peviations: second families

fnother deviation issue is the treatment of second families.
According to a 1593 OCSE study, only a few ataias spacifically
allowed deviations from child support guildelines for second
families, “

Table 3

DEVIATIONS SPECIFIED FOR STEP AND SECOND FAMILIES
{for Guidelines as of February 1593}

Deviation No. of States
Qther/subsequent children
; 16
$tep~children \ 2

Other adult in household that =
contributes financially or 2

subsequent spouse

Expenses of second fanmily b

Sourcs: OCSE
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This is especially important because when additional adults enter
a household, the custodial parent's burden of the entire
household expenditures may be reduced. (It should be noted that
this is not always the c¢ase. In some circumstances, an
additional adult simply puts a greater drain on the custodial
parentt's resources). Lewin/ICF in the Ccﬁgressicnal Report to -
Congress on Expenditures on Children and Child Support
Guidelines, estimated that under one formula (Engel), thse
expenditures for two c¢hildren in a one parent home Was 78% of
expenditures compared to 45% for 2 adults. Under another formula

{Rothbart), comparable figures ranged from 53% to 135%. “
Review and Adijustnment

The use of guidelines in establishing an initial chila
support award does not ensure that orders, over tima, continue to
meet the support standards set by the guidelines. 7To address
this problem, the FSA set forth regquirements for the periodic
adjustment of support orders, in accordance with State '
guidelinaes. Effective October 13, 1990, states were reguired to
develop and inmplement procedures for revieé and adjustment of
orders, consistent with = plan indicating how and when child
support orders are to be reviswed and adjusted. Ravi$w may ﬁake
piace at the redquest of eiiher parent subject to the order or at
a IV-D agency’s regquest. Any adjustment to the award nust follow
state guidelines. Effective Cctober 13, 1993, (or earlier at
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atate option), states must have imp}aéantad a process Lo raview
orders alraeady in the IV-D system no later than 386 months after
either its eatabiig?aant, or its most recent faviaw, and if
appropriate, adjusted in accordance with state guidelines.

states must review all cases in which support rights have been
assigned to the state, unless it has determined that raview would
not be in the child's best interests, and neither parent has
requested a review. 7This enconmpasses child support orders in
cages in which benefits under the AFDC, Title IV-E ;?stax care,
or Medicaid programs sre currently being provided. It does not
include orders in former AFDC, Title IV~E foster care, or
Medicaid cases, even il a state retains an assignment of support
rights to the extent of any unpaid support that accrued unfler the
assignment remaining due after assistance terminates. In IV~D
cases in which thafg.ia no cufrant aasignmantﬂof support rights
to the state, In¢luding former recipients of AFDC, Title IV-E
foster care, or Medicald benefits receiving continued IV-D
services, review is required at least aﬁax every 36 months upon
parental requests. In all Yv-D cases, if such a review indiagtas
that adjustment of the &ﬁ%port amount is appropriate, the ataéa
must proceed to adjust the award accordingly.*’

An "adjustment” has been interpreted to mean an upward or
downward change in the amount of child support based upon an.
application of the State guidelines for setting and adjﬁstiﬁg
child support. It alse includes the provision of health care

needs of the child, through health inaurance or other means.*
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As atate& supra, the Family Support Act amended 42 U.5.¢.
667{a) to require states to review their guidelines at least once
every four years to ensure that their application results in the
determination of appropriate child support amounts. While a
review of the guidelines must occur every four years, a review of
at least a segment of the IV~D agency's caseload will be
ocourring periodicadly, or at least every three years. This fact .
may have a significant impact upon the child support award
amounts in any given state, particularly if we‘congiﬁer +that some
courts have held that the mere enactment of child support

guidelines constitutes a change in circumstances substantial

encugh to warrant a modification of a c¢hild support award. (See

for example Che

Divae, 779 P.24 792 {Alaska 1983)). We can ask then, whether
states would require child support awerds to be adjusted every
time they amend their child support guidelines, or might they.
instead require, as some do alrsady, that a nuwmerical threshold
ke met before Q review and adjustment would ke warranted? (See

Rohrbask sack, 531 N.E. 24 773 (Ohlc 2App. 1988}}.

The Interstate Lommission recommends that guideline pass;ga
should be considered eguivalent to a change in circumstances
sufficient for medification of a child support cbligation. A
madority ©f the Commission believes that all pre-guideline -
srders, IV-D and non-IV-D, should be measured against the same

yardstick."
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| Furthermore, because ©f the interdependence of the review

and adjustment process and guidelines, the structure of the .
guidelines may have an jimpact on the likelihoed that states will
actually conduct reviews &nd adiuvetments of cases. For axample,
if states use a complex guideline such as the Melson formula,
they may be less wiliing to ¢onduct reviews and adjustments
because of the difficulty of calculating awards under the
formula. On the other hand, if they apply a formula such as the
income shares model, which may be administered more easily but
which arguably may not be comprehensiva enough, the results
achievad thyrough tﬁ% review and adjustment préaeﬁs may not be as
accurate, and therafore, may not provide ths child with
sufficient rescources. 1In other words, a balance needs to be

struck between the ease of applying guidelines for review and

adﬁuatment purposes, and the comprehensiveness of the guideline
itself. wWe offer that the guideline which is the "easiest® to
administer may not, necessarily, provide the most desireable or
"best® result in terms of either the interaests of the parties.
involved, or those of the state.

If national quidelines are adopted, should awards be indexed
to inflation or some other rate so that cost of living increases
areﬁautnmatim, and ;hly material changes in circuﬁ&tanaaa would

. necessitate a review? .
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Comparison of AFDC Payment and Child Bupport Guidelines

Although it ig difficult vo compare the AFDC payment with
the guidelines because of lack of knowledge on fathers' incomes,
it is desireable to compare lsvels to agsess the potential for
walfare recoupment. An aﬁalysiﬁ by OCSE using the low level
estimates of guidelines by Lewin/ICF compared with the AFDC
typical payment for the same sized family indicates that ln about
half the States the comparable typical AFDC amount }g higher than
the ordered guldeline amount and in the other States it is lower.
In about 14 Statas this variance is over $200 per month. ** The
following table demonstrates that it is difficult to establish
causality between the magnitude ofc<guidelines angd AFDC amounts

and c¢hild support welfare recoupment rates. -

Tab%g 4

COMPARISON OF AFDC TYPICAL PAY&?NT AND LOW INCOME CHILD SUPPORT
GUIDELINE ORDER AMOUNT, 1980+%

Situation Na. of States
ATDC = €8 = £ =~§200 3
AFDC - €8 = « ~5100 8
AFDG = 08 = «399 « O i1
AFDC = S = +§51 = $99 - 11
AFDC ~ . {08 » « $1€0 7
AFDC - Q8 = <« $200 9

* AFDC = AFDC Typical Payment for a family of 3;

¢S = Size of Order when guidelines for two children are followed
wheén & non-custodial parent earns $15,000/year. -
Sources: OCSE/OFA/ACF, Lewin/ICF.
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‘National Guidelines Commiasion

In ite recent report, the Interstate Commission recommended
that Congress create and appoint a national guidelines commission
no later than Januayy 15, 1$98, to study the desirability of
national child support guidelines. If the ca@mia&ian ﬁatermina@
that a national guideline is advisabls, the Interstate cﬁﬁﬁi&&iﬁn’f
recommended that it should develop a national child support
guideline for congressional consideration, based upon its study
of variocus guideline models, their disadvantages, and needed
improvements.”!

There is precedent for such & commission to study
guidelines. At the request of the House Ways and Means
Committee, the Faderal Office of Child Support Enforcemant
appointed a national Advisory Panel on Child Support Guidelines,
which reported to Congresg that *guldelines can paterially
improve the adeguacy of orders, enhance consistent and equitable
treatment of litiga;ta, and facilitate more eéficianﬁ

adjudication of cases,®?

There are other examples of groups of
experts performing this type of task, such as the National
Comnission for Commissioners on Uniform State Lawsg (NCCUSL), and
the American.baw'lnatituta {ALY).

If a national commission were convened, it would not -
necessarily have to limit the scope of its ingquiry to determining

whether the development and implementation of national guidelines

is appropriate. A national guidelines commission could study the
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whole gamut of issues concerning guidelines including: current
guidelines and whethef they meet children's needs adequately, the
use of minimum national standards (e.g., child care costs}, which
states could supplement at their option, or the desirability of
maintaining the current system. This type of commission,
studying a wide range of topics, is analogous to the Interstate
Commission, which studied a wide range of interstate child .
support enforcement issues instead of maintaining a narrow focus.

Alternatively, the Federal government could exgyine the need
and desirability of* national guidelines. If we chose this route
we may want to consider whether the government would have the
credibility required to accomplish this task, how we would handle
updating and oversight of awards, and whether we could ensure
that all appropriate interests are represented in the development
of the guideliﬁes.

If a guidelines commission is formed, it might follow
California's example and be composed of professionals from
diverse fields, such as case workers, judges, economists, family
law attorneys, and academicians, so that any discussion on
guidelines could take into account as many perspectives as

possible.SJ

The commission could be convened for a set period of
time with a definite termination date (or extended indefinitely),
and could consider the use of pilots should it decide to test a

potential national guideline, or minimum national standards for a

guideline. Perhaps the Congressional Budget Office (CBO) could

provide an estimate of the costs of both the development of such
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a comnission, monies it would need to operate, and the costs of

any demonstration projects the commission may suggest,
National Guidelines

Before we implement national guidelines, we may want to know

more about the adequacy/inadeguacy of State guidelines in setting

support award amounts and any problems associated with their use.
We may also want o welgh whether te eliminate the current
guidelines entirely, and replace them with national quidelines,
or whether it is feasible to make changes to the state systems to
correct their deficiencies. An assumption upen which replacing
State guidelines wi?h minimum national aﬁandagﬁs or a national
guideline is baged, is that their use would lead to a “better”
result. We ah&uld gvaluate the validity of that assumption
before implementing national gquidelines.

A majority of the U.S. Commission on Interstate Child
Bupport believes that it is premature to select & particular .
guideline model for naticonal applicability, and not all the
Commissioners are convinced that there is a need for a national
guideline.® However, if a national guideline commission is
convened, it may very well declde that a national guideline is
appropriate. Further, our decision whether to implement national
guidelines/minimum standards may very well be dictated by other

welfare reform proposals such as c¢hild support insurance.

If we decide to reform or replace the existing guidelines
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scheme, and implement national guidelines, such guidelines could
take at least one of two forms: a prescribed universally-applied
support guideline that all States would adopt and use (which
could be a completely new formula, one of the preexisting forms,
or some combination of existing forms), or national minimum
support standards that states would be requiréd take into account
and meet while retaining their own guidelines. One problem that '
may arise with national minimum standards is that they may become
the "ceiling” rather than the "floor" for deciéionpgyers.
Further, the distinction between the two options above blurs
somewhat as one considers how individual states might handle
deviations from a universally-applied national guideline, and how
state processes and philoscphies might, over time, lead to varied

interpretations and applications of a national guideline.

Elements of national guidelines

The costs which often prove contentious in disputes over
child support awards are for medical care, child care, and post-
secondary educational support, as well as support for non-minérs.
As noted gupra, states treat these costs differently, sometimes
including them in guidelines, sometimes ignoring them, and
sometimes treating them as deviations from the guidelines. 1In
its report, the Interstate Commission noted that pending
resolution of the national gquideline issue, a majority of the

Commission believes that health coverage and child care costs
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ghould be universally included in guidelines.
pussible forum shopping for the jurisdiction with the most
boneficial age of emancipation, the Conmmission alsc recommended
that a uniform cut-off of support be set at the latest of sither
high-school graduation, or age 18, or upon marriage, joining the
military, or other amanciﬁation by a court of competent
jurisdiction. It further recommends that decisionmakers have
discretion to order child support payable to age 22 for a c¢hild
enrclled in an accredited poste-sacondary or vgﬁatiaggl school or
college and who is & student in good standing, and that support
be continued beyond the age of najority for a child who is
disabled and unable to support himself or herself and the

disability arose during the child’s minority.*
Other Issues Pertaining ¢o Natiocnal Guiﬁelines

There are a myriad of other issues we night consider
rvegarding the development and implementation of national
guidelines. We will mention a few here: 1) How will we define
sincome"” for the yg?;oaas of national guidaliqas? 2} How should
multiple family situations, or joint or split custedy
arrangements bhe treated? 3} Should we revise tax treatment of
¢hild support? 4) What cfiteria will be used to measure -
compliance? If a state does not comply, will a penalty be
imposed, and what would it be? §) How will we treat deviations
under a national guidelines? Will a natiocnal guideline that isg
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rebuttable lese ite universality if states deviats from it in a
substantial numbsr of cases? §} Could an effective Pro se
process be developed? ?7) What are the implications for the AFDC
progran and other income-based entitlements if guldelines are
nationalized?”

CORCLUSION

The use of national guidelines has both advantages and
disadvant#gaa. Advocates of national guidelines claim that they
would reduce forum shopping, provide greater ease of
administration in interstate cases, and would demonstrate the
commitment of the government to enforcing child suppore and
providing for its youngest citizens. Opponents counter that
davising and implementing national guidelines is a monumental
task, that it would be difficult to take into ac¢count differences
in the coest of living and salary levels around the mauntry,‘and
ene that should not be our highest priority. They add that forum
shopping is not as great a problem as was once thought, and that
the implemantation of national guldelines may intrude into an
area over which the states have traditionally had furisdiction.’®

We may very well be moving toward a child support systen
~ which ié premised upon a national guideline, particularly if-
child suppert inséranaa is implemented on a wide scale, However,
before doing 80, it may be helpful for us to study other lssues

pertaining to guidelines, such as more recent cost estimates of
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raising a child for two households (including nonmonetary costs

of raising a child if a sum can he applied to thenm}, the adeguacy '
or inadequacy of current State guldeline formulae, and any

inaccurate assumptions upon which they are based. .we hope that
eventually, a reexapination of guidelines will lead to improved

support establishment, enforcement, and collections for childrep.
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'§43-18-101. Child support award guidelines.

{1) The following child support award guidelines shall be a rebutiable
presumption in all judicial or administrative procesdings regarding the
awarding or modifying of child support awards in this stata: =~ .

Number Of Children Percentage Of Adjustod Gross Incorne
The Bupport MW&AMF&:SW
1 3 4%
2 SR 20%
3 : e 22%
4 . e L ogee
8 or more 28%

&}mmmmmmmmmmmammm‘m@
uniesa the judicial or administrative body awarding or modifying the child
support award makes s written finding or specifiz finding on the record that
ths application of the guidelines would be unjust or imappropriate in a
Wlarn& mmmmmmwmmﬁm
1 .

3) The amount of adjm&adwm”ummisumdin
subsection (1) of this section shall be caleniated as follows:

mmmmmmwmmmm
ably be axpectad to ba available to the alwent parent including, but
not lmited to, the following: wages and salsry invome; incame from
self smployicent; income from comnissions; income from invest-
ments, incloding dividends, intevest income and income on any
trust ascount or property; abeent parent’s portion of any joint
income of both paremts; workers’ compenastion, disability, unem.
ployment, anauity and retirement banefits, including an individual
retirement account (TRA); any other payments mads by any pesson,
privata entity, federal or state government or any unit of local
government; alimony; any incoms earmed from ap interest in.cr
from inheritad property; any cother form of earned income; and
groes incoms shall axclude apy monetary benefits derived from a
second household, such as income of the abeent parent’s carremt

OB, .
{b) Subtract the following legally mandatod deductions:
() Federal, state and local taxes, Contributions to the paymant of

mwwdhmdthemmﬂﬁabﬂﬁyfart&mhm
shall not be considered a mandatory deduction;

Miss. § .
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ESTABLISHMENT OF CHILD SUPPORT ORDERS:
DURATION OF PARENTAL RESPONSIBILITY

EXECUTIVE SUMMARY
This paper focuses on the extent of a parent’s legal duty to provide financial support for a

child. It examines the variations among State law treatment of general parental responsibility
and incorporates a chart reflecting the age at which support liability generally ceases in the

.. State. In the vast majority [80 percent] of the States, the "cutoff™ is 18, although many

allow extension of this through completion of high school but no later than age 19, The
minority of States extend support to age 19 or 21, The impact of & change in the statutory
age (increasing or decreasing) on a preexistent obligation of unspecified ("attainment of
majority™} duration is discussed, as are the generally unresolved “conflict of laws™ dilemmas
presented when interstate enforcement of an order is sought in a jurisdiction with a different
termination age.

The paper also addresses the extent to which State child support laws permit courts or
decisionmakers to extend, on a case-by-case discretionary basis, parental support to include
financial support while a post-minority child is enrolled in post-secondary education, of to
underwrite or share in the costs of such education. The authority of a court (o reinstate an
obligation after it has terminated due 1o the child's attainment of majority is explored.
Pending Federal legislative initiatives in this arena, which emanate from the
recommendations of the U.S. Commission on Interstate Child Support, are also explained,

Five alternative approaches to responding 1o issues regarding the need for uniformity or
improved direction (0 resolve discrepancies in “duration of support responsibility” laws as a.
consequance of State variation are described. Advantages and disadvantages of each as a
solution’to the concerns are cited, These options range from maintaining the status quo by
making no revision to the current situation to requiring all States to extend the suppont
obligation to age 21 or other "national™ age. The middle-tier approach incomporates the
recommendations of the Interstate Commission on duration, linked to the pertinent choice of
faw provisions of the Uniform Interstate Family Support Act promulgated by the National -~
Conference of Commissioners on Uniform State Laws to establish a framework for deciding
which State’s law controls.



ESTABLISHMENT OF CHILD SUPPORT ORDERS:
DURATION OF PARENTAL RESPONSIBILITY

INTRODUCTION

This paper will explore issues concerning the duration of parental financial responsibility and
- describe altermative approaches for addressing conflicts that presently arise due to State
variance.

BACKGROUND

The duration of 2 parental support obligation is typically measured in terms of the child’s
minority status, usually based on a specific age. The occurrence of an event, such as
marriage, adoption by a third party, or entry into military service, before a minor child
attains the sw@atutory age, can presumptively signify attainment of financial "independence”
and serve as a basis for ending the parental financial duty. Currently State law sets the age
at which child support is generally werminated for 3 child. This may be superseded or
extended by discretionary judicial action, by alteruative specifications in the order, or by
explicit statutory exceptions.

Attachment A is a State-by-State wm;&ziaﬁw listing the statutory age upon which child
support ordinarily ceases and bm:f%y describing avaiiable exceptions. Dmawn chzcﬂy from
information supplied by States to the Federal Office of Child Support Enforcement in Spring
1993 as part of the updating of the Imrerstaie Roster and Referral Guide and augmented with
some statutory references, this tabulation reflects that 44 States specify support termination al
age 18; four at age .19; five at age 21, and that one Siate, New Jersey, designates no specific
cutoff age, leaving the decision to court determination on a case-by-¢ase basis. Of the 44
States that specify age 18, all but five provide for some exceptions to support automatically
ceasing at age 18.

CURRENT ENVIRONMENT & ISSUES
Continuation through tigh Schoel

Of the 44 States which generally specify [8 as the age of majority, most also have either
statutes or ¢ase faw which permit the extension of the parental support responsibility during
the penod the child is enrolled in high school until graduation or attainment of age 19. For
example, South Dakotw® statute [§23-2-18.1] provides for a legal duty until the child ateains
the age of etghteen, or until the child attains the age of ningteen, but by case law explains the
limitation of the provision noting that the statute gives no authority or discretion to the court
to extend support beyond nineteen: if the Legislature had intended support to continue until
any adult child completes high school it would have so stated. [Birchfield v, Birchficld, 417
N.W.2d 831 (19881

Uil Flonda recently changed its statute, its court of appeals consistently specified that
continuation of support after eighteen while 3 ¢hild is still enrolled in high school requires &
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“finding of dependency.” [Eam dt, 533 So. 2d 328 (Fla.Dist.Ct. App. 15988)]
Under the revised Florida law suppart is authonzed for a child beyond age 18 where the
child is still in high school and is reasonably expected to graduate before age 18. A March
1993 Florida appellate decision interpreted this siatute as precluding the court from ordering
suppon after 18 on the grounds that the child would be 19 years and 7 months at the time of
high school graduation [See Walworth v, Klauder, 19 FLR 1252).

Contractual Arrangements or Agreements

Some States recognize agreements entered into by the parents to undertake a support duty
beyond that otherwise mandated by law, Frequently such agmmmzx are incorporated in the
terms of a decree or separation document,

For example, Michigan's statute [§25.244(34)(4) indicates that notwithstanding the age 18
cutoff or other requirements to extend support beyond age 18, a provision in an order or
judgment that extends support beyond 18 is valid and enforceable if one or more of four
specific ¢riteria are met; if the provision is in the order/judgment by agreement of the parties
as stated in the order; if the provision is in the order/judgment by agreement as evidenced by
the approval of the substance of the order/iudgment by the parties or their attomeys; if the
provision is in the orderfjudgment by wrilten agreement signed by the partes; or the
provision is in the order/judgment by oral agreement of the parties as swted on the record by
the parties or their attorneys.

Differences in the actual wording of the orders can cause interprefation problems--if the
order clearly specifies age 21 a different age or change in the age may not have a significant
impact; if however, the order is less specific--"until the child atlains majority” the majority -
age may be different at the time the age is actuaily reached than the age when the event was
contemplated vears before when the decree was drafted and issued.

Disability

The importance of providing for continuing support if the child is incapable of independent
selfssupport due to phys:ca} or psychological disability is generally recognized. In situations
in which an adult child is incapacitated, whether mentaiiy or physically, several States have
explicit statutes or case law interpretations requiring parents 10 continue to support the
dependent individual indefinitely, or for so long as the child is unable to care for himself,
For example, the District of Columbia Court of Appeals found that there is, under common
law, a duty of parental support for physically or mentally disabled children beyond the age of
majority, although it has been long-established in the District that the age of emancipation for
purposes of child support is twenty-ong years. The court also specified that there should be
a reassessment of parental support obligations when a disabled child reaches the age of
majority. An issue that some courts have entertained is whether a parent’s legal obligation w
support a child, once extinguished by a nondisabled ¢child’s reaching the age of majority, can
be reimposed due to the child's subsequently becoming disabled.




The generally-accepted common law rule is that once a child of sound mind and body
veaches the age of majority the parents’ legal duty is normally absolved and will not be
revived for any reason, However, as explained in "Anno.: "Post-Majority Disability as
Reviving Parental Duty to Support Child,” 48 A.L.R.4th 919, although the common law did
not impose a legal duty on parents to support their children who became disabled afler
reaching majority, many courts have neted that parents have a moral obligation, along with
- the recognized public policy that society ought not be financially responsible for individuals
who have relatives able to support them, are the theoretica! underpinnings of the various
statutes holding parents liable for the support of disabled adult children.

Divorce statutes have generally followed the common law, thus terminating any liability for
support once the child reaches majority unless the child suffers from a disability at the time
of reaching majority which renders him incapable of sgif-support. A contract for the suppont
of an adult disabled child will be recognized and upheld by the court.

Post-Minority Educational Expenses

Numerous States, as evidenced by a rapidly-expanding body of case law, and several States, .
by statute, address the extension of financial responsibility beyond high school to include
pericds during which the child is pursuing post-secondary educational or vocational training,
Underwriting the cost of a child’s higher education is the most commonly-recognized
continuing obligation, [See Anng., "Postsecondary Education as Within Non-divorced
Parent’s Child Support Obligation,” 42 A L R.4th 81%].

By way of illustration, Washington State has devefoped statutory descriptive “Postsecondary
Education Standards™ which enumerate several conditions governing postsecondary
educational support:

I The child support schedule shall be advisory and not mandatory for
postsecondary educational support.

2. When considering whether 1o order suppont for postsecondary educational
expenses, the count shall determine whether the child is in fact dependent and is relying upon
the parents for the reasonabie necessities of life, The court shall exercise its discretion when
determining whether and for how long to award postsecondary educational support based
upon consideration of factors that include, but are not limited to, the following: age of the
child, child’s needs: the expectation of the parties for their children when the parents were
together; the child's prospects, desires, aptitudes, abilities, or disabilities; the nature of the
postsecondary education sought and the parent’s level of education, standard of living and
current and foture resources.  Also o be considered are the amount and {ype of support that
the child would have been afforded if the parents had stayed together, ’

3. The child must enroll in an accredited academic or vocational school, must be
actively pursuing a course of study commensurate with the child’s vocational goals and must
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be in good academic standing as defined by the institution. The court-ordered post secondary .
educational support shall be automatically suspended during the period or periads the child
fails to comply with these conditions.

4. The child shall also make available all academic records and grades o both
parents as a condition of receiving postsecondary educational support. Each parent shall
- have full and equal access to the postsecondary education records as provided by statute,

. 3. The court shall not order the payment of postsecondary educational expenses
beyond the child’s twenty-third birthday except for exceptional ¢ircumstances, such as
mental, physical, or emotional disabilities.

6. The court shall direct that either or both parents’ payments for postsecondary
educational expenses be made directly 1o the educational institution if feasible. If direct
ymeﬁzs are not feasible, then the court in its discretion may order that either or both
parents’ payments be made directly to the child if the ¢hild does not reside with either
parent. If the child resides with one of the parents the court may direct that the parent
making the transfer payments make the payments to the child or to the parent who has been
receiving the suppor transfer payments.

At least one court has held that a child support obligor who was ordered 1o make post-
majority support payments while his child is enrolled in college until she reaches age 22
should be credited for amounts paid while child was not attending school. The Jowz Court
of Appeals examined the State statute that post-majority support is to be paid by a divoread
parent only when the child is in good faith a full-time student and upheld the finding that the
duty should be on the child 10 show actual intent of being a full-ime student, Jn re Voyek,
18 FLR 1562 (1993). The phrase "beyond the high school level™ was found 1o be unclear
ang ambigwus by one court, which determined that a father’s obligation o pay 75 percent of
his son’s education “beyond the hzgh schoei §cve§ to not encompass post-graduate studies for
a 27-year-old married child. {delCasulio v, delCastillo, 19 FLR 1094 (Pa.Super.Ct. 1992)]

What is the Nature of the Obligation?

Another issue is whether the “amount” 1o be contributed to or on behalf of a post-minority
student/child is 10 be ongoing incremental support 2s determined by application of
presumptive guidelines, or rather, is the amount to be paid in the form of tuition payments,
room and board, clothing, and other essentials in lieu of continyation of the periodic -
obligation during the span of the child’s enrollment in postsecondary educational pursuits,
Many of the existing laws refer to the obligation in terms of educational expenses or costs
rather than as a continuation of the guideline-determined finaneial support.

Further exploration of how State guidelines for setting and modifying support award amounis

treat postsecondary or other extraordinary aspects of support responsibility may be of utility
here. For example, enforcement aspects may be more compiex depending upon the nature of
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the obligation. Remedial action to enforee noncompliance with the order is intrinsically more
complicated if an unfixed, non-specific amount is involved. Similar problems have ensued
with raspect 1o ensuring payment of medical expenses for children which are expressed in an
indeterminate form such as “one-half of the amounts not covered by insurance.”

What if the Age lisell Changes?

One area that States have had (o address is the effect of a change in the statutory age of
majority on pre-existing status or rights, An annotation, “Statutory Change of Age of

- Majority as Affecting Pre-existing Status or Rights,” 75 A.L.R.3d 228 collects and analyzes
court decisions which discuss what effect, if any, the enactment of a statute raising or
lowering the age of majority has on a person’s pre-existing status or rights.  As noted in the
article, decisions have tumned on small factual differences such as the exact language of a
decree or dates on which the pertinent event occurred. A significant factor in cases
involving a change to a higher age is whether the child reached the former age of majority
before or afier the new statute’s affective date.

Within the court decisions involving the impact of a lowered age of majority on a pre-
existing child suppont obligation, most of the cases involved a pre-statute order or agreement
either specifying 2 numerical age (e.g., 1) at which the duty would end, or expressing the
duration in terms of "minority,” “infancy,™ “or "majority.” The difference in phraseology
has sometimes been critical. Where an explicit age is indicated, courts generally hold that
the duty continues until that age, Where the order or agreement language is unspecific, such
as "upon emancipation,” some courts have held that the duty extends to the prior age in 3
preexisting order, although a few courts have held otherwise deeming "emancipation” to
oceur at age 18 by virtue of the revised statute. Courts in Virginia and Minnesota have
responded to a lowering of the majority age as it affected pre-existent duties. (See Fry v,
Schwarting, 355 8§.E.2d 342 (Va.CrLApp. 1987)(age at time of agreement, not lowered age,
controls) and Anderson v, Anderson, 410 N.W.2d 370 (Minn.Ct.App. 1987)(a 1974
amendment of the duration clause of a 1972 decree substituting "age 217 for "age of
majority” was not affected by 1973 lowering of statute to age 18)].

It has been suggested that if a change in the majority age is anticipated to occur at any point
in the life of an order, that the terms of an order or agreement for support should specify
numerically the age at which the obligation is to cease rather than leaving open t©
interpretation or construction the meaning of terms such as "minority® or “majority.”

Health Care Needs

It is not clear when the duty to provide for the health care needs of ¢children ceases, If the
employment-related or other group coverage plan covers the child only until an age earlier
than emancipation then the duty would end at this date. However, if the coverage extended
on behalf of the child more extensively than the underlying support duty the absent parent
may or may not have to continue to provide for the child as 2 beneficiary.
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If medical support is available after the age of majority or emancipation, in the absence of . |
other order language it is unclear whether the absent spouse is still liable for coverage.

[See Angle v, Angle, 506 So. 2d 16 (Fla.Ct.App.2dDist. 1987)(requiring a father to provide
medical insurance while child in college was error--no obligation absent finding of
dependency)].

Unilateral Reductions of Aggregate Orders

- . A question frequently arises as to whether an obligor may make 2 unilateral pro rata

reduction of a support obligation upon emancipation or majority attainment of each child,
when the terms of the order require an aggregate, unallocated sum for all children rather than
a specific sum to be paid “per child.* Courts generally frown on such alterations without
court approval and courts of most States require the continuation of the entire monthly
support payment until the youngest child attains majority or emancipates. For example, one
court held that an indivisible award of child support payable until the youngest child reached
age 18 and which did not provide reductions as the older children reached majority did not
exceed the court’s jurisdiction by improperly requiring the father to support the children after
majority. Gillespie v, Gillespje, 518 A.2d 238 (Conn.App. 1986). Unless the decree
specifies the amount “per child,” one amount continues for all until the youngest child attains
majonty. o
Generally, guidelines for setting awards, whether by application of a percentage to income or
reference to a precalculated table, tie the amount to the number of children for whom
support is being determined. A pro rata reduction [e.g., one-half, one-third, one-fourth] of
the total as each child attains majority may not necessarily be the "presumably correct”
amount that results when guidelines for "one less child” are applied. Courts or
administrative authorities which routinely specify one amount for all at the time the order is
established conceivably may be approached more frequently with adjustment requests on the
basis that one of the children is no ionger dependent upon that obligor, than would be the
case if "per child” orders are adopted. '

Reinstating "Minority" Status

Courts have also addressed the questions of whether emancipation can be reversed and
"dependency” status reinstated. For example, a few courts have ruled that if a married
minor’'s marriage {an emancipating event] is annuiled before the child attains majonty, the

parentai obligation may have to be ordered resumed. [See In re Marriage of Fetters, 585
P/2d 104 (Colo.Ct.App. 1978) and Eyerman (Thias) v, Thias, 760 S.W.2d 187 (Mo.App.
1988)].



Authority of Court to Reinstate Obligation

Dissolution courts generally have the power 10 prospectively modify ¢hild support provisions.
The question has arisen in 2 few jurisdictions as to whether a dissolution court has continuing
authority to modify a child support provision where the noncustodial parent has fulfilled his
or her obligation under the original decree. One group of courts that have considered this

* issue have taken the position that the trial court has the authority to reinstate a child suppon
decres after the obligation has been fulfilled only if the action to extend is commenced while
the child is a still @ minor. A few others have reinstated orders to cover college expenses

. . even after the obligation has been fulfilled and the child has already attained majority.

Michigan addressed the issue of the timing of a reques! for support extension. Michigan's
statute at §25.244(32)(2) specifies that the court may order suppon for the time a child i
regularly attending high school on a full-time basis with a reasonable expectation of
completing sufficient credits to graduate from high school while residing on a full-time basis
with the payee of support or at an institution, but in no case after the child reaches 19 years
and 6 months of age. A complaint or motion requesting support as provided in this section
may be files at any time before the child reaches 19 years and 6 months of age.

One of the most interesting examples is the case of In re Marmiage of Pleper, 369 N.W.2d
439 (lowa 1985} which is the leading case in an annotation on this issus [“*Child Support:
Court's Authority o Reinstitute Parent’s Support Obligation After Terms of Prior Decree
Have Been Fuifilled,” 48 A L.R.4th 945]. The court in this case held that neither the fact
that the original suppost decree had expired before the action to modify had been sought or
the fact that the child had reached the age of majority deprived the count of authority to
modify the award, noting the State staiuie permitting awards of support in behalf of a child
between the ages of 18 and 22 if the child were a student in an educational program meeting
statutory conditions. The significance of this ruling and similar ones in other States

as they relate 1o the responsibilities for periodic review and adjustment of orders in [V-D
cases cannot be underesimated. As States begin to update awards, they may encounter the
real possibility of requests to extend orders beyond majority. The question of the Sate’s role
and level of involvement in these situations merits further discussion.

When Ages Conflict

One of the consequences stemming from State variance is the need to assign priority or
control when inconsistent ages interfock, This perplexing problem occurs predominantly-
and proliferaes--in the interstate child support enforcement arena, Even the ultimate
gutcome depends upon the interstate method selected--regular URESA, registration of the
underlying order, or a wage withholding reguest, Other variables such as an obligor moving
to 2 stricter State, the child moving to a more liberal State, changes in the law of the
rendering State which either raise or lower the applicable age, and the terminology used in
the underlying support instrument influence the results.



The practical challenges States frequently face in either seeking, or responding 1o, inlerstale .
requests for child support assistance are the product of different ternmunation requirements,

These surface when enforcement of an order issued in 2 State with 2 more extensive minority

statute or an order that explicitly requires support until a specified age is sought in a sister

State that strictly terminates the cbligation at an earlier point, Although several count

decisions have been generated on this issue of conflicting duration laws, there is no clear

- definitive guidance. This is unfortunately a problem caused by the creation of intervening

independent, yet concurrently valid orders, in different amounts and of varying duration,

- under URESA proceedings, despite the existence of an otherwise enforceable order.

As explained in "The Interstate Child,” Chapter 1 of Jarerstare Child Support Remedies
(ABA, September 1989), there are a number of common choice of law questions conceming
child suppont including the age of emancipation. As specified in section 7 of URESA, the
applicable Jaw is that of the junisdiction where the obligor was present during the period for
which enforcement is sought. The obligor is presumed to have Deen present in the State in
which enforcement is sought (the responding State). In a civil, "straight” URESA
priceeding, the responding State actually enters an independent order for support, regardless
of the existence of a prior order in the initiating or other State. This order is set pursuant to
the guidelines of the responding State and its duration is governed by the responding State.

-
The fact that a responding State’s age of majorily is lower than that of another State with an
order has no effect on the other order, but the ability to enforce the higher anwunt or -
extended period of responsibility is diminished or not available. Although the responding ’
State has authority--and a duty--to enforce its own order, the support recipient must resort 10
other remedial devices to collect the extra year(s) of support due under the longer order, the
obligor may mistakenly assume that the subsequent order is effectively a modification which
supersedes the prior obligation, and the whole notion of reciprocity is compromised!

Different consequences may result if the responding State “registers” the underlying order.

In this context, the order onge confirmed is treated as if originally entered in the responding -
State. If the terms of the order specify a numeric age upon which support is to cease, a
fower age of majority in the registering State will not necessarily defeat that, and the order is
enforceable according to its terms.  Although the type of action that may be initiated to
enforce 3 registered foreign order is governed by the registering State’s laws conceming
enforcement of Jocal support orders, case law holds that the duration of the obligor’s support
obligation is governed by the law of the State that originally entered it.

For examp e, if an obligee registers an order entered in 2 State where the age of
emancipation is 21 in a State in which the age of emancipation is 18, the mere fact that the
father has moved to a jurisdiction with a lower zge will not defeat his obligation required
under the faw of the rendering State.

What about the converse? Can more time be obtained if the obligor moves to a State with 2
more extensive age than that of the rendering State? It has been held that even though the
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ynderlying foreign arder became an order of the State which registered it, that State could
not modify it absent a change in circumstances by the s;mpic expedient of applying the
registering State's age of emancipation.  Just the opposite was the result in Hammam
Navolitang, 732 P.2d 245 (Colo.CL App. 19863 (obligation under decree rendered in England
requiring support for children "whilst under the age of 17 years® extended by Colorado
URESA court to age 21 based on Colorado dumtion statute}}. [See also Washington ex rel.
« Cibson v, Gibson, 17 FLR 1067 (Hawaii Inter.Ct.App. 1990} Hawaii age of 21 applicable in
URESA to extend duty under Washington (age 18 State) decree) and Pieper v, Pieper, 19
FLR 1172 (NC Ct. App, 1993)(lowa judgment for arrearages under order for post-majority

. suppon enforceable in North Carolina even though North Carolina does not authorize post
majority support}{Note: This cases involves the same parties involved in the 1985 lowa case
described earlier in this section}].

A different set of "rules™ on controlling age has emerge when courts address circumstances
in which none of the parties remain in the State that originally rendered the order. [Elkdns v,
James, 19 FLR 1065 (Ark.Ct.App. 1992)(Arkansas age of 19 applied 10 registered Missouri
decree {age 21) upon consideration of lack of ties to the original State and full faith and

- eredit in case where cuswdxan and children lived in Arkansas and obligor resided in
Oklahoma)].

When enforcement of another State's order through interstate wage withholding is pursued,
the law of the State which is enforcing the order {where the obligor is employed) controls.
45 C.F.R. §303. 100(h)(7). Section 11(b}{1) of the Mode! Intersiate Income Withholding Act,
adopted in 11 States, provides that the “local law of the jurisdiction which issued the support
order shall govern the interpretaiion of the support order, including . . .the duration of
support.” The "Comments" to this section explain that the law of the State issuing the order
would determine the meaning of the term "minor child” as used in an order, whether )
support may continue beyond the age of majority for a college student or whether in-kind
payments would be credited against the support obligation.

The obvious inconsistency in this area underscores the importance of developing workable -
rules and priorities o handle discrepancies fron State 10 State whether resulting from
different ages, new residence, conflicting language in the order, or a lowering of the
statutory age. The bottom line is that an obligor should not be permitied to defeat an
obligation by virte of residing in a State which imposes a lesser obligation on him than the
State where his dependents live,

Pending Federal Initiatives
In its report to the Congress, "Supporting Our Children: A Blueprint for Reform,” the U.S.
Commission on Interstate Child Support explained the evolution of the age of emancipation

debate. Under common law, a child was entitled to support until the child reached the age of
emancipation, once universally considered to be 21. The report described two legisiative
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trends among the States: (1) that the child is not automatically an independent adult upon the .
passing of 2 birthday and (2} that support is discretionary throughout the period of a child's
enroliment in postsecondary educational pursvits,

Focusing on the first trend, the Commission observed that events dictate independence more
than chronology does. This trend is evidenced in the recognition by several States that the

- high schoo! graduation event is a betier indicator and resultant legislation extending support
liability to the high school graduation or eighteenth birthday, whichever is later. Others
_mandate support thorough the ninetgenth birthday or high school completion whichever
occurs first,

The Commission recommended that every State should be required to continue the duty of
support unti! a child’s high school graduation date, or if a child graduates at 17, until the
child is I8 The Commission explained that it is not recommending abandonment of
traditional early emancipation guideposts such as marriage, entry into military service, or
employment.

On the second trend, the commission posited two approaches: (1) rebutably continue support
through a certain date with the burden on the obligor 1 show that the child is not enrolled in
any form of full-time post-secondary education and is otherwise abie to support himseif or
(2) put the responsibility on the child 0 prove enroliment as 2 full-time student in 3 post-
secondary or vocational school and for the trier of fact 1o determine if support is appropriate.

The Commission recommends that States be required 1o give counts or gther support
determiners the discretion to order support up to age 22 if the ¢hild is enrolled in 2 post-
secondary or vocational school. If a State wants to provide support for all children until the.
age of 21 or create a rebuttable presumption that the child is entitled to support until a later
age, the State should be free to set higher limits. The obiective of the Commission is to
establish a minimum expectation that post-high school students receive support when a
tribunal believes that it is appropriate.

On April 1, 1993, legistation was introduced in both houses of Congress by Senator Biil
Bradiey (8. 689) and Representative Marge Roukema (HR 1600) to implemert a significant
butk of the recommendations of the Interstate Commission. Both bills contain identical
sections addressing duration of support obligations,

Section 209 of these bills would require States, as a condition of their State [V-D plan
approval [key to Federal financial participation in the program] to have in effect laws
requiring the use of procedures under which the State:

= Requires a continuing support obligation by one or both parents until at least
the latter of when a child reaches the age of eighteen, or graduates from or i3
no longer enrolled in secondary school or its equivalent, unless a child
marmes, or is otherwise emancipated by a court of competent jurisdiction;

i0



» Provides that courts with child support jurisdiction have the discretionary
power, pursuant to criteria established by the State, to order child support,
payable to an adult child, at least up to the age of 22 for a child enrolled in an
accredited postsecondary or vocational school or college and who is a student
in good standing;

" Provides that courts with child support jurisdiction have the discretionary
power, pursuant to criteria established by the State, to order either or both
parents to pay for postsecondary school support based on each parent's
financial ability to pay;

» Provides for child support to continue beyond the child’s age of majority
provided the child is disabled, unable to be self-supportive, and the disability
arose during the child’s minority;

. Provides that courts should consider the effect of child support received an
means-tested governmental benefits and whether to credit governmental
benefits against 2 support award amount,

On May 5, 1993, Representative Barbara B, Kennelly introduced H.R. 1961, the "Interstate
Child Support Act of 1993, This bill contains similar language to the Bradley/Roukema
proposal, but adds 2 “sense of Congress® clause which specifies that =, |, | if children receive
child support while obtaining postsecondary education, they will attain higher levels of
education affording them a greater chance 10 break the welfare cycle,”

Section 604(a} of the Uniform Interstate Farly Support Act (UIFSA} promuigated by the .
National Conference of Commissioners on Uniform State Laws to replace the Uniform
Reciprocal Enforcement of Support Act governs choice of law as applied to an order
registered in another State. 1t specifies that the law of the issuing State govemns the nature,
extent, amount, and duration of current payments and other obligations of support and the -
payment of arrearages of a registered order. The section identifies situations in which local
law is inapplicable, For example, an order for the support of a child until age 21 must be
recognized and enforced in that manner in a State in which the duty to support ends at age
18,
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ALTERNATIVE APPROACHES
QOption #1;  Maintain $tatus quo, leaving current determination to State discretion,

Advaniages: Least disruptive on States
Gives States maximum authority to determine termination point based
on different circumstances

Disadvantages: Without rules for handiing conflicts between/among States with
varying majority ages and/or laws allowing extension for
post-minority periods while child is a post-secondary student, confusion
will persist as the applicable law,

Option #2:  Adopt the definition used for AFDC eligibility purposes.
Require States 1o enact laws which set a uniform age of termination similar to
the AFDC "dependent child® (i.e., age 18, with a $tate option for 19 if the
child is attending secondary school or 2 vocational/technical school™).

Advaniages: Requires State Jaw to provide support responsibility at least as long as
highest age child would be considered eligible for AFDC.
Disadvantages: Curtails the age of termination for some States which now specify that

support responsibility extends until child attains age 21

Does not address termination due to emancipation earlier than age of -
majority

Does not allow for sufficient continued eligibility to accommodate post-
secondary education or disabilities.

Does not consider the issue of an aggregate obligation under which the

obligated parent is not refieved proportionately as each child attains
Mmajority age or otherwise emancipates.
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Option #3:  Endorse the approach suggested by the U.S, Commission on Interstate Child
Support as set forth in proposed Bradley/Roukema/Kennelly legisiation
introduced in the 103rd Congress.

Advantages: Takes into account extending support 10 include post-secondary
vocational pursuits and college education; allows for State flexibility

Addresses support responsibilities on behalf of disabled children who
are incapable of self-support although past age of majority

Recognizes situations where emancipation occurs prior to attainment of
majority age based on occurrence of an event which constitutes
independence

Disadvantages: Fails (o provide sufficient degree of uniformity needed to eliminate
interstate confusion

Does not address problems where the aggregate order does not allow
the absent spouse relief as children attain majority

Option #3A: Enhance Option #3 to eliminate the disadvantages by linkage of the
duration language in the proposed bills (Bradley/ Roukema/Kennelly) to
UIFSA specifications or alternatively, the language/intent regarding
honoring orders of other States according to their erms contained in
the proposed “full faith and ¢redit for child support” bills
introduced by Rep, Frank (HR 454} and Sen. Moseley-Braun (8. §22)

Option #4:  Establish a standard uniform age of support termination at 21 years unless
emancipated before attaining such age.

Advantages: Promotes uniformity 10 ease inferstate ¢ase processing
Does not limit States which currently extend obligation to age 21

Allows States the option to extend for disabled

Disadvantages: Impact on existing court/administrative systems would be significant,
since only five States presently require support to extend to age 21, and
unteld numbers would seek to take advantage of "extension”

Problems of retrospective application of a new law
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Option #8:

Require 2 uniform national age of termination at 21 years or when child
graduates from post-secondary vocational or other undergraduate institution;
require States to extend responsibility indefinitely for physically or mentally
disabled children where the child is incapable of self-sufficiency and is
principally financially dependent on the custodial parent. Recommend to
States that support amounts would take into consideration non-means tested
disability-related public benefits. Clarify that a child becomes ineligible before
the general termination age when that ¢hild becomes economically self-
sufficient either due to marriage or employment or military status; allow for
reinstatement of support Hability if these conditions cease prior to the statutory
wermination age. Specify that terms of an order take precedence over other
applicable laws of emancipation only when they extend or expand suppont
coverage or duration, .Set forth as a2 general rule that medical support and cash
support eligibility periods are identical

Advantages: Institutes uniformity

Does not disrupt policy in States with more liberal age of termination
Provides for support for long-term dependency due to physical or
mental disability while allowing credit for non-means-tested public
benefits

Allows means-tested benefits for persons with disabilities to count child
support consistent with current policy :

Clarifies earlier emancipation consistent with current State practice

Clarifies relationship between specific terms of orders and general
termination rules when inconsistency arises

DRisadvantages: Obligors may find liberal expansion objectionable--there is no right o

college education

Extends child support responsibility beyond minimum levels and
departs substantially from current State practice and AFDC eligibility
rules ’

May be seen as Federal intrusion into area within
domain/prerogative/control of the individual States
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Age of Majority for Legal Termination of Parental Support Obligaiiaé

STATE AGE EXCEPTIONS
Alabama [}
(§26-1-1)

Alaska 18 Child support will continue if order specifically
states that support is to continue while child still
enrolled in school, or child is mentally or
physically disabled; child support will continue for
children age 19 if they are actively pursuing a high
schoal diploma or an equivalent level of technical
vocational training and living as dependents with the
spouse or designee of the spouse

Arizona 1. If child’s birthday occurs during school year,and he is

(§258-320) attending schoal, in which event, support continues
while the child is actually attending high school;
additional exception exists for handicapped children

_ over 18 under certain circumstances

Arkansas 18 Support may be ordeved past age 18 in case of special
circumstances such as physical or mental disability

California i3 1f child still in high school, collection continues
until child graduates or tumns 19 whichever occurs
first

Colorado 9 Extension of current support obligation past the age of

majority is a judicial' decision, based vpon the
evidence presented regarding dependency



Age of Majority for Legal Termination of Parental Support Obligation

STATE AGE EXCEPMTIONS

Connecticul 18

Drefaware 18 I ¢hild over 18 still enrolled in high school, ¢hild
support terminates when child receives high school
diploma or reaches age 19, whichever occurs first

Dist of Columbia 24 Or earlier point if minor is self-supporting through
marriage, employment, of military sevvice

Florida 18 If children are declared legally dependent beyond that
age due to mental or physical disability or unless
‘court has otherwise ordered support to continue beyond
age 18; or 19 if child will graduate from high school
by that age

Gieorgia 13 Child support orders entered after 7/1/92 may provide
for the extension of child support to age 20 if the
child is still in secondary school

Guam 18

Hawati 18 May extend to age 23 if child enrolled full-time in

accredited higher educational institution or vocational
school




Age of Majority for Legal Termination of Parental Support Gbligati{m.

STATE AGE EXCEPTIONS
3

idaho i8 If otherwise ordered by court; statutory authority
exists for court to order continued support to 19 years
of age if child continues 3 formal education

Hiinois I8 Depending on individual court order

Indiana 21

lowa i8 Or as ordered by count

Kansas 18 Support automatically extended through 6/30 of school
year during which child tumed 18, unless count
specifically directs otherwise; on motion, court has
discretion 1o extend through the school year in which
child turns 19 but only if both parents participate or
acquiesce in decision that delayed completion of high
school

Kentucky I8 19, if attending high school

Louisiana i8 If child still in high school, then age 19 or upon

graduation, whichever occurs first



STATE

Age of Majority for Legal Termination of the Parental Support Obligation -

AGE

EXCEPTIONS

Maine

Maryland

Massachuselis
(§208-28)

Michigan

Minnesota

Mississippi

18

18

I8

18

18

21

I{ Maine court order of 1/1/30 or later so provides,
support obligation will continue until age 19 or
lermination of secondary school whichever first occurs
and support obiigations established by Maine
adminisirative decisions of 1/1/90 or later will
continue until age 19 or termination of secondary
school whichever occurs first

Court has discretion to order support up to age 2J #f
child is domiciled with a parent and principally
dependent on that parent for maintenance; age 23 if
child is domiciled with a parent and principally
dependent on that parent for maintenance due to child’s
enroliment in an educational pregram, excluding
educational costs beyond an undergraduate degree

May order 19.5 for completion of high school and/or
agreement beyond 19.5 by parties

Extend to age 20 if individual still attending
secondary school; extends also for individual who by
reason of physical or mental condition is incapable of
self-support




Age of Majority for Legal Termination of Parental Support Ob!igatimr

STATE AGE EXCEPTIONS

Missouri 18 If in high school at I8, upon grad&zatién from high
school or 21, whichever occurs first; if child enrolls
in college or vocational school hy 10/1 following high
school graduation, support continues until child is 22
or when education is completed, whichever is earlier,
Some deviations from this standard may ocour in
judicial orders that specifically set ages other than
18 for termination of support ’

Montana I8 Sometimes through graduation but not beyond (9

Mebraska 19

Nevada ig 19 if still in high school

New Hampshire I8 If children are declared legally dependent beyond

: that age dug to mental or physical disability or unless

court has otherwise ordered support to continue beyoand
age i8

New Jersey Determined by the court

Mew Mexico 18

New York 21 Emancipation issue decided on case-by-case basis



Age of Majority for Legal Termination of Parental Support Obligation

STATE AGE EXCEITIONS

North Carolina I8 1f support extended prior to child’s |8th birthday to
include support through secondary school or up to age
20 whichever comes first

North Dakota 13 If child is enrolled and attending high school full
time and child resides with person to whom duty of
support is owed, court can exiend child support
obligation until chuld is 19 or completes high school
whichever occurs first

Chio 18 Or graduation from high school whichever occurs first

Gldahoma I8 Or through high school and order so provides; law has

§127(B) changed, but current age of majority applies even if

law was different when the order was entered

QOregon 18 21 if in school half-time or more

(§107.108) .
Pennsylvania 18 Untit out of high-school; support can be continued
(84321 & 4323 beyond age I8 for chitdren who lack mental or physical

ability {0 support themselves, additionally support may
be ardered for children continuing their education

Puento Rico 21 Whenever minor is self-supporting through marriage




Age of Majority for Legal Termination of Parental Support Obligatiun'

STATE AGE EXCEPTIONS _
Rhode dsland i8 Cournt may, if it deems necessary or advisable order
(§15-5-16.2} child support and educational costs For children

attending high school at time of their cighteenth
birthday and for 90 days after graduation, but in no
case beyond the 19th birthday

South Caroling I8 Upon request most judges will order an obligor to
continue to pay ongoing support until child graduates
from high school

South Dakoia i8 19 if child attending secondary school

Tennessee 18 i child stilt in high school, graduation date or
when class child is in when he turns 18 graduates

‘Fexas i8 Court may extend until child graduates from high school
or tn case of menial or physical disability

Utah 18 If court orders mtherwise

Vermont I8

If secondary education included in divorce order
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Age of Majority for Legal Termination of Parental Support Obligation

STATE AGE EXCEPTIONS

Virginia 18 If child is handicapped or otherwise incapacitated from
earing a living; uniil age 19 if child is regularly
attending secondary school or equivalent level of
vocational/icchnical training; #f child is not self-
supporting and liviag in home of parent seeking or
receiving support; or when ordered otherwise by court

Virgin Islands I8 22, if fulltime student engaged in graduate studies or
enrolled and next term has not begun

Washingion 18 Special consideration may be given by court extending
suppeort or requiring noncustodian to provide for post-
secondary education

West Virginia 18

Wisconsin 18 Graduation from high school or 19, whichever is sooner

Wyoming 19 ‘
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EXECUTIVE SUMMARY

I. INTRODUCTION

state and local child support agencies have long been aware that
the ultimate success of income withholding as a child support
enforcement tool depends on the accuracy of information regarding
the obligor’s current enmployment.

Currently, information about emplovees and thelr income is
reported by most employers tTo State Employment Security Agencies
{SESA} on a guarterly basis. This data has proven to be an
excellent source of information for state child support agencies
allowing them ¢o inmplement wage withhoelding, locate an individual
or his/her assets in order to establish paternity, establish an
order to support, review and adjust old orders or to enforce an
existing order. However, the smployment data currently available
from SESAs is approximately three to six months old {repeorted the
month after the guarter in which enmployment begins}.

A significant number of obligors who are delinguent in their
child support obligations change iohks frequently or work in
seasonal or cyclical industries. Enforecing child support orders
through wage withholding or other means against these obligors is
difficult, as employment often terminates hefore the notice to
withhold income reaches the emplover. In these cases,
information obtained from SESA records or other sources is
outdated and puts the Child Support agency several paces behind
the obligor.

Establishing systems which reduce the time-gap between hiring and
withholding for child support can inprove the IV-D agency's
effectiveness and responsgiveness and reduce the frustration
experienced in dealing with high turnover and job-~hopping
chiigors.

A new hire reporting system coupled with a child support registry
would be valuable in improving child support enforcement and may
have other uses as well.



EMPLOYER DATA

IT. AVENUES FOR ACGUIRING

Employer cooperation and good-will is fundanmental to the
effectiveness of an Employer Reporting and Child Support Registry
Systen. In considering the maximum benefits ©f such a systenm o
the child support community, equal attention must be given to
minimizing, to the extent possible, employer burden. This
approach will ensure more widespread support for any proposal put
forward.

Since 1988, the IRS has been considering steps to simplify and
streanline employer reporting. Following is a discussion of
their most recent efforts, the benefits which they expect to
achileve and consideration of their draft proposal in developing
an enployer reporting vehicle for child support enfeorcement.

Paragraph B provides a brief summary of alternative vehicles for
acgulring this information {explained in detail in the option
papers) which would be necsssary should the aforementioned system
not be implemented {(or if implemented, not be the chosen vehicle
for child support purposes). Consideration could alsoc be given
to using one of these approaches as a transitional step prior to
the implementing the first approach.

-

Currently, employers report tax and wage inforpmation to a myriad
of Federal and State agencies. The W-2, W-3, W-4 and %41 forms
are used by various Federal Agencies. These include the
Department of Labor, DHHS (Social Security Administration and the
Adninistration for Children and Families), Treasury/IRS and State
and local tax agencies for a variety of functions including tax
administration, eligibility and entitlement purposes, detection
of fraud, and child support enforcement.

Spmnsored by: The Internal Revenue Service, The Social saaaxity
Administration, The Department of Labor. April 1%93
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The current cost to the employer community of complying with
Federal and State wage reporting laws and regulations is
estimated to be in excess of $6 billion pef year. The annual
cost to the government for processing-related returns and
payments, and providing assistance to employers is estimated to
be in excess of an additional $300 million. IRS, SSA and DOL have
initiated an employer reporting feasibility study to address
these costs and to reduce the burden on employers.

Most recently, as part of this study, consolidation of multiple
Federal and State employer reporting requirements was analyzed.
Preliminary estimates predict that over the next 15 years the
results of this effort, the Wage Reporting Simplification Project
(WRSP}, will reduce employer burden by as much as $13.5 billion
and government costs by as much as $1.7 billion.

The envisioned vehicle, the Simplified Tax and Wage Reporting
System (STAWRS), can be viewed as a single entity providing
employment, tax, and wage reporting services. Under this systemn,
employers file returns, make payments, obtain assistance, and
carry out any other interactions with just one STAWRS site or
service group. Similarly, participating agencies would deal with
one STAWRS entity in obtaining data and revenue submitted to
STAWRS and using other STAWRS services. For purposes of
producing a cost and impact analysis, three alternative concepts
have been defined. ' Option 1, the most comprehensive, includes a
component for registering fact-of-employment; the data element
necessary for our purposes in collecting new hire data. As a
participating agency, ACF could obtain access to this
information.

We would support this approach in obtaining employer new hire
data for the child support registry under discussion should
STAWRS become a reality as envisioned under option 1. Under such
a system, Child support requirements would place no additional
burden on employers, who would be reporting the data to the
STAWRS entity in any event (unless the W-4 were revised to
include a child support self-disclosure element). The cost of
using this information for child support enforcement purposes
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would be minimized because the data would be used for various
purposes by a number of components, who would share the costs,

However, it must be noted that the concepts described in the
study were developed only for the purpose of assessing the
feasibility of WRSP. The final scope and functionality of the
system, (as well as recommendations for its implementation that
arise from a later phase of the study) will be determined by the
assessed impact on the major stakeholders, the willingness of
Federal and state agencies to participate, and the feasible
migration paths from current reporting systems to a WRSP system.

B. gState or ACF Maintained Data Base

currently W-4 information is supplied by an employee and
generally maintained without further disclosure by the employer.
Under a State or ACF maintained employer reporting system,
enployers would be required to supply this information to either
a Federal or State entity. While there are a number of means of
reporting which would minimize this burden, it will nonetheless
mean extra employer time and resources. It will also require
additional staff and resources at the agency designated to enter
the new hire data into a database.

The draft employer reporting feasibility study indicates that the
complexity of reporting requirements is the root cause of the
employer reporting burden, and this burden is exacerbated by the
number of states in which a business coperates and the degree to
which automation varies within those States. However, complexity
of reporting requirements should not be a factor in the Employer
Reporting and Child Support Registry, which utilizes existing W-4
information since only ninimal data not already provided by the
employee will be required. '

Various mechanisms for employer reporting are explored in a
separate issue paper. To the extent that employers are provided
flexibility in determining the best approach, employer burden
should be minimized.
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The employment information of greatest use for child support
enforcement is contained on the W~4 form. This includes the
name, SSN, date of birth and employers name and address. Most
new employees are required to f£ill cut a W4 form on their first
day on the job. These completed forms are retained by their
amployers, who are required to report wage and employment
information to SESAs on 2 guarterly basis. Access to this SESA
data has proven to be an excellent location source for State
Child Support Enforcement (CSE} Agencies. In addition, to¢
facilitate the interstate location ¢f non~custodial and alleged
parents by State IV~D agencies, the Faderal Parent Locator
Service (FPLS) operates a SESA Cross Match Locator Service. This
service broadcagsts each State's locate reguests to the 46
participating SESA agencies for matching purposes. The wage and
enployment information which is obtained ig used to implement
wage withholding, to locate individuals in order to establish
paternity or orders, to reviey and adijust old orders and to
enforca axisting orders.

Although the W-~4 form are filled cut at the time a new employee
is hired, employers are not currently required to report
gquarterly wage information until the month following the end of
the guarter in which wages were earned. Thus the SESAs are not
notified of newly hired employees until 3 - 4 months after hiring
and consequently the S5ESA wage and employment data currently
available s generally three to six months old. The lack of up-
to~date wage and employment information frequently delays
implementation of wage withholding, sometimes to the extent that
the obligor moves to another job prior to implementation. The
value of the SESA wage and employment data ag a gensral locate
source 1s also significantly diminished with time due to Jjob

. turnover. More frequent reportimg and processing of employment
data would shorten the period between the time an obligor gets a
new job and wage withholding is initiated. In addition, a
database of up~to-date empleyment data would be an especially
valuable tool for locating non-custodial or alleged parents.



Some States have recently begun to develop and inplement employer
reporting systems to enable child support agencles to obtain
information about obligors and their income source more guickly.
As of January 1993, five states were implementing employer
reporting of new hires for wége withhelding purpceses. They are
West Virginia, Minnesota, Hawaii, Alaska and Washington., Two
gtates, Califernia and Massachusetts, have passed new hire
reporting legislation and will be implementing employver reporting
gsoon. Sixteen additional states have introduced new hire
reporting legislation. New York had intendad to introduce new
hire legislation but dropped its planning because of fear of
resistance from the enployer community. A matrix of States'! new
hire provizions is contained in Attachment A.

In additien to using this information strictly for wage
withholding purpeses, Alaska includes some medical support
information in its reporting. Legislation proposed by Arkansas,
Arizona and Yowa would also include medical support information.
Presumably this information will be usgd for medical support
enforcement.

In its report to Congress, the U.S. Commission on Interstate
Child Support recommended that a new employee raparting system be
developed that would require employers to providé 3 copy of every
new employee’s W-4 form (revised to include information om chilad
support cbligations) to the state employment security agency. It
further recommended that this new hire information be broadcast
to States through a Federal network and ke used to match against
gach State’'s total child support caseload, to facilitate wage
withhelding and the location of non~-custodial and alleged

- parents.

The workgroup on Central Registries and New Hire Reporting is
currently evaluating potential system configurations in order to
determine which one would provide the most benefit in improving
c¢hild support. The lociation of this new hire information is a
fundamental question that affects the design and effectiveness of
a new hire reporting system. Of similar concern is the question
of whether there should be a central or national registry of
child support cases, or whether this child support case
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information should continue to reside exclusively in each
individual State's automated Child Support Enforcement Systems.

The following issue papers address 1) the location of the new
hire information and central registry of child support cases,

' 2) the nature of reporting, including access methods, targeting
of employers and use of self disclosure of child support
obligations and 3) other uses of the data.

The option papers address the three basic configurations being
considered by the working group. These are:

1. State - State option (State Based Child Support Registry
matched with a State Based Directory of.New Hires)

2.  Federal-State option (National Directory of New Hires which
State CSE Systems Can Use to Match Their Cchild Support
Cases Against)

3. Federal-Federal option (National Directory of New Hires,
"National Child Support Case Registry)
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NATIORAL V8

This issue paper considers possible locations for both new hire
and central registry databases independently, and analyzes the
pros and cons associated with each. The feasibility of various
configurations of these databases to form the varicus options
have been explored as ssparate databases.

Y. NEW HIRE DATABASE
A STATE~BASED NEW HIRE DATABASES

With a sState-hased approach to the collection of new hire
infornmation, employers would be regquired to report information on
all newly-hired employvees to a designated State agency {most
Likely, the SESA or the CSE Agerky). That designated agency
would be responsible for maintaining and providing access to the
State new hire database, as well as regularly broadcasting new
hire data to other States through a Federal network. The manner
by which emplovers report this information and the nature of the
data is discussed in another issue paper.

If new hire reporting is mandated in each State, the guestion of
whether the new hire database should be maintained at the $ESA or
at the child support agency raises a number of issues.

8ince SESA already maintains databases of quarterly wage
information, its current system could simply be expanded to
include new hire reporting, especially since SESA may want to use
the new hire information themselves to detect fraud in
unemployment compensation cases. If SESA maintalined the
database, the child support agency would be relieved of the
burden of setting up the database and doling data entry, the
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increased data entry burden would then rest with SESA, However,
the child support agency would not have control over how guickly
the information would be entered by the SESA or how easgily it
could access the information. Invelving a third party, like
SESA's also adds an extra step to a progess that is Qependant on
gquick receipt of information.

If, alternatively, the child support agency maintained the
database, it could receive information directly. This would give
the vhild support agency the quickest possible access to the
data, which they could then share with the SESA if the SESA
regquested it. However, employers would have to report such
information to a new location and already everburdensd child
support agencies would then also have the responsibility for
setting up(the database and conétantly receiving and entering new
hire information. In addition, this would be a new requirement
and burden on state~wide automated CSE systems,

1. Intrastate Use Only

Although the States which have alrezady enacted new hire reporting
legislation match the new hire information they have collected
against their own child support database, nones of them currently
share this information with Child Support Enforcement agencles
outside their own State. States with new hire reporting systens
which target employers, repert a 5~8% *hit® rate when nmatching
the State's new hire database against thelir own child support
database. This can be a cost effective appreach since statistics
indicate that non~custodial parents remain within the same State
in approximately 70% of the cases. However, the U.S. Commission
on Interstate Child Support recommended that States also be
regquired to broadceast new hire information to other States
through a Federal network.
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2. Interstate Use

A. Interstate Commission's Recommendations

In order for new hire information to be useful for both
interstate and intrastate cases, it must be widely avajilable to
all States. The Interstate Commission recommended a State-based
option in which each State would reqularly broadcast new hire
information to all 54 jurisdictions.

) ot State Automated CEFE svystems

Using this appreoach which inveolves processing huge volumes of new
hire data on a daily basis would place an encormous burden on
States and thelr automated CSE systems. Not only would States be
reguired to regularly broadcast new hire data, but they would
also be constantly receiving rnew hire data from other States and
matching 1t against their entire caseload. Since only a very
small percentage of the out-of-State new hire data would apply to
child support cases within any given State {(statistics indicate
that 70% of absent parents remain in same State), a tremendous
amount of data would be broadcast to States with marginal
returns.

Small State systems will simply not be able to handle such large
volumes of data being transmitted to them on a daily basis.
There are an estimated 3¢ million new hires a vear nationwide,
which translates into 125,000 a day. If the Intsrstate
Commissions' option to broadcast to all States is selected, then
each State would receive and have ¢o match each of their child
support cases against 125,000 new hire records a day.

A State like California would be matching up te 125,000 new hires
against its 1.5 million child support cases each day. A small
State like Montana, with a caseload of 21,953, would be matching
its cases against 12%,000 new hires each day as well. The
processing burden placed on both large and small States and
territories would be tremendous, with diminishing returns.
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Another problem with broadcasting is that it is just a partial
solution. HNew hire data needs to be maintained for an entire
quarter 1f it is to realize its full value. If gach piece of new
hire information is transmitted to the States in a single
broadcast and natched just once against State caselcads, then the
only child suppert cases identified will be those which were open
at the time of the match. Potéential "hitg" will be missed
hecause the match will not be able to identify any child support
cases which open after the match has been run. State child
support case identification information needs 1o be matched
against. the new hire data daily or at least weekly in order to
reap the full benefit of new hire reporting. Therefore, with a
State-based appreach in which new hire information is broadcast
to all States, each State will need to maintain a database
containing its own new hire data as well as the new hire data
received from the other 53 statewide systens for three months.
This means that each State will need to maintain an identical new
hire database of approximately 7.5 million records. This is '
unfeasible given the current capabilities of State IV-D and SESA
gyatems.

Broadcagt to selegted Statexn

o
Ty !

An alternative to broadeasting o all States would be o
broadceast to only selected States. Limited broadeasting could be
used for either the option of breadecasting new hire information
to State IV~-D Agencies or breadcasting ¢hild support data to
State SESA's. It could help alleviate the burden on States by
reducing the volume of data being received. 8tates could bhe
selected by a number of c¢riteria: they could be contigucus to the
broadcasting State; they could be naticenal high-migration States
{eg. California, Florida, ete.}; or they could be high-migration
States specific to the broadcasting State {eg. studies have shown
that people typically migrate from New York to Florida}.

ACF has developed migration patterns from its analysis of Locate
and Tax~offset cases indicating the most likeliest State whers
the absent parent has moved frem, which would facilitate
selection, Statistics indicate that 70% of absent parents remain
in the same State. If a good number of the 30% of out-of-state
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obligors live in the selected States, then the system could reach
most obligors without universal broadcasting. The nsw hire
information would still be available on the State database if any
non~targeted State makes a locate reguest for an absent or
alleged parent. Although this approach would help ease the
burden on States, the information being received by any one
State, even in a limited broadcast, may ke difficult for many
States to handle.

A method that would facilitate interstate location would be to
natch the child support locate requests against new hire
databages. ACF currently operates a FPLE/SESA (ross-Match
Locator System as a part of its Federal Parent Locator Systenm
{FPLS}. 5tates extract locate records from their child support
databagses and submi® them to the FPLE/SESA Cross~Match Locator
System at the ACF Data Center. The locate records are
consolidated at the ACF Data Canter, and broadcast monthly
through the Cross-Match Locator System to the State SESAs €o be
matched agalnst wage and employment data. States do npt use the
FPLS Cross~Match Locator System to submit locate records to their
own State SESA, since it is assumed that States will match their
locate records against the wage and employment data maintained by
their own State SESA prior to submitting them to the FPLS. The
Cross~Matoh Locator System submits approximately 200,000 records
to the 46 participating State SESAS each month, The match rate
for child support locate records broadcast to State SESAs through
the FPLS Cross-~Match Locator System is approximately 25%. The
mateh rate incoreases significantly when each State's match rate
against its own SESA is included in the calculation.

The U.8. Commission on Interstate Child Support recommended
broadcasting employment data on newly hired employees to all
States and matching that data against each State's total child
support caseload. Although related, thig propesal differs in
several key areas from the FPLS/SESA Cross-Match Locator System.



. The SESA wage and employment data which is accessed by the
FPLS/SESA Crouss~-Match Locator System is 3 ~ & months old and
updated guarterly.

. The new hire emplovment data which would be broadcast under
the U.S. Commission on Interstate Child Support
recommendation would ke current, with daily updates.

. The FPLS/SESA Cross-Match Locator System is used primarily
for locate purposes enly. Thus the volume of caseg subnitted
may only comprise & portion of the entire caseload., Cases
with existing orders in the enforcement function, are not
processed by the systenm.

The U.5. Commission on Interstate Child Support recommended
matching new hire employment data against total child
support caselocads. This would facllitate immediate wage
withholding for new hires that have existing child support
crders.

Even under the option of expanding the FPLS/SESA Cross«Matoh
Locator System and matching child support cases ggaingt the new
hire SESA database, many of the SESA agencles would not be able
to handle the increased number of cases or frequency of matches.
In addition, based on past experience, the cooperative agreements
with the SESA's wouwld have to be re-negotiated.

Comnunications network

with the implementation of the Child Support Enforcement Network
{CBENet}), States have a Federal communications network that
permits them to broadcast interstate case data Lo other States.
For example, CSENet was designed to permit a State to broadeast a
guick locate request to one State, several States or all child
support jurisdictions. However, with over 30 million new hires
per year, the high volume and freguency of matches dictates the
use of another communication network that can accommodate large
traffic volume, such as the Social Security Administration's
{58A) File Transfer Management System (FTMS).
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SSA's new FTMS communications initiative replaces their older
batch data transmission system. It is the new SSA standard for
Mainframe to Mainframe and Mainframe to PC file transfers for non
IBM Mainframe sites utilizing 9 track tape. It currently serves
12 SSA Data Centers, 50 State welfare agencies and other Federal
Agencies including HHS/ACF, IRS, and USDA/FNS. The ten largest
States, serving over 50% of the US population utilize a higher
speed for transmission (56 KB instead of 9.6 KB). Since SSA has
already provided these State and Federal datacenters with a copy
of the communications software licenses (DataMovers), each State
has access to a communications network designed for transferring
large volumes of data to ACF, SSA or IRS.

B. NATIONAL NEW HIRE DATABASE

In the Federal New Hire Database approach, new hire data provided
by employers would be retained in a national database rather than
State databases. At the time of hiring, employers would utilize
a variety of methods to transmit information about the new hire
to the database. The information would include name, social
security number and possibly date of birth, as well as the
Employer's Identification Number. This information could be
transmitted by employers either directly to a Federal database or
to the State IV~D agency, where it would be forwarded via CSENet
to a national, centralized database. Whether the new hire
information is submitted directly to the national agency or the
State IV-D agency depends on who is assuming the burden of
translating paper submissions into machine readable formats. If
the new hire data comes to the State first, the State could match
it against its child support caseload before forwarding it to the
national database. To access the information in the national
database, States would have to submit their entire caseload
weekly to the national new hire database for matching. Any
matches would then be sent back to the State for action, such as
issuing a withholding notice to the employer.

If Option.l of the WRSP project is implemented, the new hire
information could be consclidated as part of a harmonized wage
code which standardizes employment wage component and employment
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data definitions, provides standard formats for filing,
standardizes filing periods and methods and uses a unified
identification numbering system for cooperating Federal and State
agencies,

If new hire child support legislation is implemented
independently or prior to STAWRS, then a processing facility will
be needed at least in the interim., The ACF Datacenter, co-
located in the same bullding as the 8SA Datacenter in Baltimore,
Maryland, is capable of serving as sither an interim or permanent
facility for new hire reporting.

The size of the database depends on its intended use. If the
national new hire database is to be used to match just onge
against each State child support case registyy, then the database
would consist of only a few days records, {(12%,000-250,000).
However, to ensure its optinum use as a locate source for child
gsupport, then all records need to be retained for a full guarter,
After three months, the informatieon on the new hire databases
would duplicate or replace the information retained by the State
Boployment Security Agencies (SESA) for its fraud matches. The
number of records retained in the new hire database for a quarter
would be approximately 7.% million.

If emplovers report at the time of hire or within a short,
specified time frame, the new hire information will be available
much more guickly. If employers report directly te a national
database, the process would be standardized and simplified
particularly for multi~State employers. Host importantly,
maintaining a national databage of new hire information would
eliminate the need for broadcasting, and thereby reduce the
burden on State (SE systems. However, the benefits of keeping
new hire data at the national level are somewhat limited in this
approach, since child support case data is currently retained at
the State level only. In order to locate alleged or noncustodial
parents who live in & different State, a child support agency
would have to repeatedly mabtch its entire caseload against a
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database of every new hire in the country., States would have to
do this often for the information to ke timely and useful,
however, it would reguire tremendous numbers of repetitive and
unproductive transactions. For example, if the new hire
information is kept on the national database for three months and
a State submits its caseload for matching once a week, any one
new hire will be matched twelve times against the same caseload,
This would happen for each State.

Communications Network

Under this scenario, the communication netwerk, either CSENet or
Datamovers, would be Lransmitiing data from the 32 States and
territories to a single national database, rather than to other
States as previously discussed.

II. REGISYTRY QF CHILD BUPPORT CASBES
A, State based Registry

The U.8. Commission on Interstate Child Support identified the
need for an automated record of IV-D support orders through
operation of a Child Support State Registry, The Commission
found that this approach had the following advantages: { 1)
access to State locate sources, (2) the ability to use existing
and planned communication systems to access federal sources of
locate data, 33 conformity with state agencies' organization and
automated sygtems, 4) mostly automatic, relatively inexpensive
update methods for information from local courts, and (5) no
separate federal data base that reguires constant updating.

At the present time, 19 States have statewide, automated (SE

Systems and are, therefore, capable of matching their entire IV-D
caselcad against a new~hire database. The FFY 1392 combined IV-D
caseload for these 19 States totaled 3,729,41%, which represented
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24.6% of the tutal number of IV-D ¢ases natlonwide (15,160,044).
Of these 19 States, 10 currently carry some non~-IV-5 cases on
their statewide systenms.

The Famlly Support Act of 1588 mandated that all States have
fully operational, statewide, CSE Systems by October 1, 1995..
Therafore, all States should be capable of matching their entire
child suppert caseload against a new~hire database by that date.
Although States are not required to carry non-IV-D cases on their
xstatewide systems, post will carry some non-IV-0 cases,

B, ational Reaisty f Child Support Cases

The U.S. Commission on Interstate Child Support explored the
option of establishing a national database of child support
grders. The Commission felt that the advantages to a national
registry was aceess to federal Jlocate data sources, the ability
to identify cbligors with multiple support obligations, and
greater uniformity and simplicity in the interstate process. The
Commission felt that the main disadvantages to a national
registry were duplicaticn of information already on £ile in
states and the cumbersome and costly process oy States to have
to constantly update the registry when orders ars modified.

The current 1892 IV-D caseload ig 15 million cases, up 13% from
the previous year. If non IV~D cases were permitted to opt-into
a Child Support case registry, then the child support case
registry could ke over 30 nillion cases.

An approach which would take advantage of the detalled
information on child support cases which already exist on State's
CSE system, is to maintain a registry of child support cases on a
national level. This registry would contain only the information
needed to match with new hire information or Federal locate and
tax offset databases, and to ¥point® the match back to the
interested State or States. These bagic data elements could be
Absent Parant {AP} Name, AP S8N, AP Date of Birth, Case Nunmber
Identifier and State identifier.
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The States have a variety of methods by which they could subnmit
their caselcads and their updates to the ACF Datacenter. For
example, States are already submitting updates o the Tax Refund
Offset System (TROS). Interfaces between State's CSE systens and
the national child support case registry could be established and
programned to automatically transmit updates to the national case
registry.

ACF currently maintains child support databases at the national
level that could be used to match against a new hire database.
These existing child support databases could be used for matching
either pending or in lieu of establishing a meore comprehensive
registry of child support case records. These databases are: (1)
An inactive database of child support cases in which there was a
pravious FPL3 lovate request. {This database consists of cases
submitted over the last five vears, and contains over 4 million
cases per year.}{ 2} the Tax Refund Offset System database, which
consists of over 3 million cases with orders that have
arrearages. (ACF has retained historical records on TROS cases
since 1984.) (3} an inactive database of c¢hild support cases
subnitted to Project 1099 for asset location.

5
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There are some limitations to these existing databases in that
the data in these existing databases has not been updated or
purged, and may be tbgolete., These contain many duplicate
records which were submitted for offset or location every year.
In addition, the databases would not be a complete registry of
all child support records., For example, the current national
child support databkases would not include a8 non-custodial parent
whose lecation was known and who does not have a child support

aryvearage.

whed Svgtems

The Family Suppoert Act of 1%88 mandatesd that all States have
fully operational statewide Child Support Enforcement Systems by
October 1, 1993, Therefore, all States will be capable of
extracting key data elements and submitting them to a national
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child support registry by Cotober 139%. However, even today,
many States who have not yet developed statewide automated CSE
systems, or established child support case indices of State IV-D
cagey, have the capability of submitting key data elements to a
national child support registry. Currently, States regularly
gubmit such data elements foxr Federal Parent Locatoyr Services!
Crosa-match locator system for SESA and the IRS Tax Offsel
progran.

The naticnal child support case registry could be established in
a manner similar to the Tax Refund Offset Systems (TROS). In
TROS, States annually submit eligible cases and then periodically
submit deletions or modifications to records already submitted.

The natiocnal databases for new hire reporting and central
registry of child support orders could reside at the ACF
Datacenter, the IRS Datacenter, or the databases could be split
between the two agencies. '

The primayy consideration for the optimun location of the new
hire reporting database is which National agency could best
agoonmodate the data capture, editing and processing of an
estimated 30 million new hires reported each year. Both IRS and
ACF have sufficient mainframe capacity but IRS is mere likely to
have the experience of hiring data entry staff to transliate large
volumes of paper into automated systems. IRS also has experience
with using optical character recognition {OCR) in its Federal Tax
Deposit and 1040EZ forms. IRS is committed to digital imags~
baged systems capabilities and has developed input systenms
procurenent plans than can support new hire reporting.

The agency mission can alse have a strong influence upon an
agency's commitment teo perform specific activities. IRS has
strong telephone support experience and expertise in supporting
employers in the course of performing their submission
requirements. If STARWRS is eventually implemented, then it would
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he preferable for the employers to report to the same agency that
is likely to be the location for STARWRS. Even if S§TARWRS is not
implenented, employers are probably more accustomed to reporting
new hire data to IRS than to a human service agency like ACF.

However, ACF would have the incentive to make the programming,
processing and data entry needed to implement new hire reporting
a priority, since the Child Support Enforcement program would be
the primary beneficiary of the information.

Agency mission and experience alse influence the logation of the
centralized registry of child support orders. The mission ¢of ACF
to foster family support and its existing telecommunication links
and policies and procedures for exchanging data with State child
gupport agencies favor the selection of the ACF datacenter for
the centralized registry. Option II proposes utilizing three
existing databases already residing at ACF datacenter as a
temporary centralized child support registry to match against new
hire database. Fanmily suppert, location of absent parents and
sstablishment of child support are not the primary missions of
IRS and this central registry ¢f child support orders would havs
to conpete with other IRS systems initiatives called for under
the Tax Systems Modernization and Business Vision Study.

The datacenter housing the centralized registry would not have
the problem of translating paper forms into machine readable
format, since all States are already mandated to have certain
automated functionality by October 1995.

A solution would be to establish the new hire database at IRS
that has experience dealing with employer wage submissions and
establish the central registry of child support orders at ACF
that has experience dealing with child support agency
submissions.

ACF has extensive experiencing matching their child support data
against databases. residing at IRS, SSA and other major agency
datacenters. For example, OCSE matches the 3.7 million locate
reguests submitted annually by State child support agencies
against databases at & different Federal agencies, including IRS.
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In addition, ACF matches another 3 million annual tax offset

. requests against IRS's database. The ACF datacenter is pursuing
painframe and painframe transmissions with S55A and IRS, to avoid
manual transpission of tapes. The location of the database in
another agency may influence the freguency of the matches, but
the freguency o¢f the processing could be negotiated as part of
the inter-agency agrsement, and is likely to be more feasible as
ACYF develops a mainframe to mainframe data link.



-
-

This issue paper analyses the following areas related to
emplovers rveporting new hire irformation:

1} Access methods for employer reporting.
2) Targeting of employers
3) Enployee self~-disclosure of child support obligations

1. a4 HODS

To accommedate the various sizes of employers and their current
state of automation, we recommend that a variety of access
methods be made available to employers for reporting of new hire
information. These access methods could range from paper
submissions from the smallest employers, to touch~tune telephone,
point of sale or computer-telecommunication submisgions from mid-
slze emplovers with a PC, communications software and noden, o
large employers who would prefer electronic submissions via their
mainframe computer systems.

)

SibEe alon of copies of W~-4 oxr I«9: Employer's would submit
aopias af new hire information to a designated agency. . The
enployers would be responsible for copying the forms and mailing
them to the designated agency. The designated agency would be
rvesponsibkle for entering data into the system.

Touch tone access: Employers access the system with an ordinary
touch~tone telephone or rotary telephone with a replacement tone
generator mouthpiece. 7To access the system via a touch tone
phone, the user dials the toll-free system access number, and a
recording instructs them to enter their authorization code
followed by a pound (#) sign. The recording would prompt the user
to enter all reguired data elements.

Point of Sale Access: A point of sale (POS) instrument resembles
a touch-~tone telephone with a small LED or LOD display screen.
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Several different types of POS devices are currently on the
market. The cost is between $75-300 depending an whether you
select a model with an attached printer. Most of these
instruments are used for credit card verification by stores or
restaurants. The Immigration and Naturalization Service (INS) is
currently using POS devices in an Employer Telephone Verification
System pilot prouram. A POS terminal is connected to an
individual telephone line through a normal telephone jack. To
make 2 guery, the user would dial the system access number. {This
telephone number may be programmed on most POS instruments to be
dialed automatically at the push of a button.) The authorization
code would then ba entered on the Keypad after the system
returned a prompt. Ancther option would be to issue all
employers of a given device magnetic cavds containing the access
telephone number, the asuthorization gode, or hoth.

Dial-up Access: Employers access the systenm via a personal
computer using & standard telephone (synchronocus) line. The user
is using a PC and a2 modem to access an application at the Host
and entering data interactively.

as8y Acvess O system is gained for

electronlc transfar ot batchad data, using a personal ccmputer,
modem, and standard telephone or dedicated teleccmmunicatzon
line. Records can be entered on either a diskette or PC hard
disk,

N : Acvess to system is gaired via an
RJB terminai or p@rsanal computer with a RJIE emulation board,
using a standard telephone or dedicated telecommunication line.

3270 Access: Faployvers access the system via an 3270 terminal or
a PC with a 3270 emulation board, using a dedicated
communications line.

T ape or Cariridues Access: Access to the system is gained
using batahaﬁ gqueries recorded on magnetic tape or cartridges.
The tape/cartridge will be mailed by US postal service or
commercial mail such as Federal Express. The cartridges are more
raliable than the "round® magnetic tapes because the risk of
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getting data-check errors is lower (ie. input-output errors when
reading or writing tape)

Mitron: The Mitron system is a tape-to-tape data transfer system.
This system enables the user to transmit a copy of a computer
tape. No mailing is necessary. In order to utilize this system,
the user must have a MITRON.

Mainframe to Mainframe Transfer: There are a variety of

commercial communication software packages available that permit
mainframe to mainframe transfers of data. The ACF datacenter
utilizes the Datamover's Hub software used by the Social Security
Administration's FTMS network and Supertracks software. Some
coordination between datacenters is needed to insure
compatibility.

II. TARGETING OF EMPLOYERS FOR REPORTING OF NEW HIRES

-]

Several States have targeted certain employers for inclusion in
their employer reporting ﬁrograms. Employers can be targeted
either by industry or by size. If employers are not targeted,
all new hires are reported, giving employer reporting the
greatest possible impact. Requiring all employers to report
would enable a child support agency to know immediately if apny
obligor or absent parent gets a new job in the State or, in a
national system, in the country. Newly hired obligors would not
be able to escape detection in such a universal system.

Since some industries may employ very small numbers of obligors,
however, this apprcach may not be the most efficient or cost-
effective. There are over 30 million new hires per year (CBO's
estimates). Requiring all employers to report these new hires
would generate immense volumes of data that would never be
connected to a child support case. Collecting, entering, and
storing this data. would increase the burden and cost of
maintaining the system. 1In addition, though all employers are
equally burdened, many are burdened with minimal results. Even
if employers in all industries were required to report, targeting
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may be necessary by size, as there is often political pressure to
exenpt small businesses from burdensome requirements.

arqoting of Specific Industries

Several States with employer reporting systems "target® employers
by industry, that is, only emplovers in specified industries must
report new hires. Seven States so far have proposed or
implemented targeting with respect to employer reporting of nevw
hires. Targeting new hire reporting to those industries where it
will be most effective would conceivably allow c¢hild support
agencies to reach a maxinmum number of emplovers at a lesser cost.
Several States, including Washington and California, have shown
that careful targeting of industry groups can potentially reach a
substantial percentage of absent parents. Washington State's new
hire reporting program {in targeted industries) reports that
16,000 hits were made from 216,000 employer reports, or that
about 8% of reports resulted in hits. <California found that 66%
of chligors in the State were employed in 20 of its 99 industry
categories. Note: See Attachment A for matrix of State new hire
reporting.

Targeting, of course, would allow many obhligors to escape early
detection by child support agencies. One way to avoid this is to
require employers in non-targeted industries to participate in a
program of emplaoyee ‘self-disclosure' (see Section III}. The
benefit of targeting is that it reduces the volume of data coming
in and thus the cost and burden of maintaining the systen.
Targeting certain industries alsc relieves many employers of any
reporting responsibility.

Somea of the coriteria used by States to target industries are:

* the rate of turnover in an industry;
. the size of an industry;
* the percentage of males in an industry; and



. the percentage of cobligors peotentially employed within
a particular industry.

Targeting requires a variety of data about ths employment and/or
child support situation in a State.

Though several states have gone through the targeting process,
there ig a lack of experience and knowledge about the best way to
target industyries. Each state’'s decision to target and their
experience with selecting industries is somewhat unique to their
own eccnomic structure. Many states have found that targeting
wouldn't be very effective in their particular situation, while
other states have so far found it successful,

Targeting industries on a nation-wide basis would be extremely -
difficuly given the tremendous differences in the economies of
various regions and states, For example, the types and sizes of
industries vary widely from region to region or even from state
to state. The major industries in California are very different
than those in West Virginia or Oregon. Differengeg in
unemployment and growth rates among regions and Staves also have
an impact. Even within the same industry, there are wide
variations in hiring patterns. Targeting the construction
industry in New England, for example, will yield significantly
less nevw hires than targeting construction in the Northwest. In
addition, the data available about the numbers of obligors
enmployed in different industries is usually on a State, not
national, level.

One option is to target on a regional ratheyr than national basis.
This would alleviate some of the problems of varyving economic
structures, but major differences would remain. Another option
is to allow sach State to develop their own targeting program.
This would allow the targeting to be ftailored to each specific
State's acohomy. The problem, of course, is that States who did
not want to do new hire reporting could effectively gut the
regquirement by exempting many or most &mployefﬁ. By targeting at
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the region or State level, new hire reporting could be widely
inconsistant from one region or State to ancother., It could also
complicate new hire reporting for many multi-state employers, who
may be exenpt in one place but not in another.

Targeting st any level also raises legitimate fairness and
discrimination issues with the business community. These
concerns would probably make targeting a political nightmare on a
national level, as every industry would lobby to be excluded from
this regquirement.

Targeting by Bumber of Emplovees

In discussing the targeting of certain industries classes, we
also have to look at the possibility of exempting small
husinesses, particularly as Congress may be reluctant to add to
thelr reporting burden. <Census bureau figures show that about
87% of businesses in the country have legs than 20 employees.
The remalining 13% of businessss, however, enploy 743% of the
workforce. As these 13% are the larger businesses, they would
also be more likely to have the technology to transmit
electronically. Small businesses, however, are the fagtest.
growing sector in our econcomy. Tao date, most States with new
hire reporting programs have not exempted small businesses.
Georgla, however, exempits employers with less than seven
employees.

I111. EMPLOYEE SELF«RISCLOSURE

Background:

In employee self-disclosure, the W-4 or other form is adapted to
ask the employee at the time of hire whether he or she has a
ehild support obligation and some information about the
obligation (e.g. amount, beneficiary, etc...). The employer is
then required to report the self-disclosed infermation toe the
appropriate court or agency. The employer begins withholding
immediately based upon the information provided. The agency then
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verifies the information provided and tells the employers if any
nistakes were made {as obligors fragquently don't know the amount
of the obllgation or the address of the payee). Because the
emplover withholds immediately based on the information given,
employee disclosure allows for the quickest possible withholding
when an obligor changes jobs. A varilation of this would allow
the employer to wait until receiving verification of the amount
and the address before withholding. Although this approach would
avoid any mistakes, the wage withholding would no longer be
immediata.

It's not clear what percentage of obligors would respond honestly
about their obligations on the form, although & stiff federal
penalty would probably help convince most obligors., fThose
obligors intent on avoiding their child support responsibilities
would not be found through enployee seli~-disclogsure. In these
cases, the child support agency would have to wailt until
information ahout the new enmployment was discovered. Unless
there was also emplover reporting of all new hires to zome
central database, this could take up to five months through
current available means. Although no States are currently using
this approach in conjunction with an employer reporting systen,
enployee self~ disclosure could conceivably be incorporated into
a national Emplover Reporting Systen. - o

Emplovee Self-discliosure on its Own:

Host States who proposed or snacted employee self-disclosure
programe have not done so in conjunction with an employer
reporting system of all new hires. Rather, States have viewed
enmployee self-disclosure as a limited and inexpensive alternative
to reporting all new hires. In Minnesota, for example, the one
State currently cperating an employee self~disclosure progranm,
employers only report those new hires who admit they have a child
support obligation. The employer then begins wage withholding
immediately for these employees. If there was a good compliance
rate by employees, a limited system of only emplovee salfe
disclosure could be highly effective, without the burden and
expense of reporting all new hires or ¢reating new systenms and
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datakases., Compared to a system of reporting all new hires,
however, emplovee self-disclosure hag serious limitations on what
it could agcomplish. Employee sslf~discleosure alone could not
reach those obligors who are not honest, and, mere importantly,
enployee gelf~disclosure would not have the locate capabilities
that a new hire database would.

Emplovae Pelf-disciosure Combined with Reporting of All New
Hires:

If all new hires were reported, would requiring employee self-
disclosure bring any additional benefits? Essentially, it would
be a matter of timing. Assuming an automated system where all
new hires were immediately reported by employvers and matched for
child support obligations, a wage withholding order could
conceivably be issued within a week of hire. With employee self-
disclosure, on the other hand, wage withholding would begin
immediately for those who admitted an obligation., However, as it
usually takes several weeks for 2 new employee to receive his
girst paychack, this difference of a week or lesz may be largely
irrelavant. In most cases, wage withholding could probably be
implemented as guickly and'effectively through reporting of all
new hires, without the complications of employee self-disclosure,

Employee self-disclosure might be extremely useful in an employer
reporting system where certain industries were targeted for
reporting of all new hires. Those employers in the non~targeted
industries or who are ctherwise excluded from the larger progran
could be required to do only emplovee self-disclosure {(reporting
enly those employees with an cobligation}. This would allow any
targeted emplover reporting system Lo have a broader impact, as
all employars would be required to participate in one of the
prograns. Once again, hovever, employee self disclosure alse
could not reach those obligors who are no honest, and, more
importantly, employee self disclosure would not have the locate
capablilities that a new hire database would.



USES OF AN EMPLOYER NEW HIRE REPORTING AND CHILD SUPPORT REGISTRY

I. CPTIONS FOR USE

Establishment of Employer New Hire Reporting and a Child Support
Registry would serve two primary functions. First, it would
facilitate wage withholding, enabling the Child Support agency to
receive immediate notice of new hires; second, it could serve as
an additional locate scurce to the extent that such information
is retained for subsequent matches with new cases in the child
support registry. Depending on design, these purposes would be
magnified to the extent that interstate cases are included.
Options to capture interstate cases, explored in detail in other
papers, include the creation of a National system and
requirements for State broadcast.

Such a registry may also complement a variety of other
activities, some of which are explored below. To the extent that
a registry could serve additional functions, costs will be shared
and economies of scale achieved resulting in increased
efficlency.

Many of the secondary uses discussed below would be facilitated
by the existence of a child support registry without regard to
the employer reporting aspect. Since States beginning in 1995
will be required to have operational, statewide, automated CSE
systems, these activities could, to a limited extent, be explored
without further systems development.

A, c ort Enforcement

Immediate Wage Withholding

The most effective way of collecting child support is through
wage withholding =-- deducting child support amounts from the
earnings of the obligated parent. However, the lack of ready
access to timely employment information delays implementation of
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withholding and prevents chlld support from being collected at
its source before an obligor moves into another job.

bue t¢ job changes, the average duration of a wage withholding
directive is less than six months in almost half the chiild
support cases receiving AFDC and in 28 percent of non-AFDC cases,
Further, the General Accounting Cffice reports that 25 percent of
obligors terminate or change employment before the State child
support agency can serve the wage withhelding notice on the
employer. ’

In response to this problem, a number of States have implemented
or are considering implementation of a system of reporting new
hireg for purposes of immediate wage withholding and a number of
legislative propesals mandating this approach have been advanced.
Under such a system, an enmployer immediately provides information
about each new hire to a single entity (depending on the system
design, the entity could be the State Employment Security Agency,
the State Child Support Agency or a National Regisgtry). The rnew
hire information is then matched against child suppert recerds to
determine the existence of a child support debt {again, depending
on design, this cculd be the State's caseload, a State Support
Registry or a Natienal Registry, with varying optiopg for
capturing interstate cases). If a match is mad&fuﬁgé employer is
notifisd to begin withholding immediately.

A variation on this is to include a self-disclosure element to
the employer reporting tool. Under this scenario, the ¥W-4 or
other form would be adapted Lo ask the employee at the time of
hire whether he or she has a child support obligation and to
provide information about the obligation. When answered in the
affirmative, the employer would begin to withhold immediately
based upon the information provided. This allows for the
quickest possible withholding when an obligor changes jobs.

Critics of this approach are concerned that without verification
mistakes c¢ould be made, especially since obligors frequently
don’t know the amount of the obligation or the address of the
payee. Others suggest that even if withholding were not
initiated until verification s received, simply adapting the W-4
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or cther form to reguire disclosure under penalty of law, c¢ould
potentlally intimidate some delinguent cbligors inte
acknowledging that they owe suppert.

ey Bevond ¥Wage Withholding

In addition to wage withholding, an employer reporting systenm
coupled with a registry of child support orders would also
facilitate the use of several child support enforcement
technigques where immediate verification of the presence or
absence of a ¢hild support debt is essential. These technlques,
recommended by the Commission on Interstate Child Support,
include: suspension of occupational, professional or other
licenses; suspension of drivers licenses and ‘car registrations;
intercept from lotteries and insurance and lawsuit gettlements;
and, collection from the proceeds cbtained under criminal
forfaiture laws.

The effectiveness of each of these technigues is dependent on a
mechanism for immediate verification of the existence of a ¢child
support debt. A central registry, without an employer reporting
function, wouid facilitate their use. In fact, the Comnmission on
Interstate Child Support, in its recommendation on insurance
payouts, appeared to envision a system where an insurer weuld
call the State Child Support Agency to check on the existance of
an arrearage prior to payout. While this type of interface is an
option in implementing these techniques, it may not be the most
efficient method ©of verification.

To avold the possibility of diwminishing the returns of these
technigues given the burden which would ke placed on licensing
agents, lump-sum payers, and State staff, asg well as potential
lag time for verification under the above approach, the proactive
mechanism for easy employer accass under the new hiring reporting
approach could also be extended to these entities. For example,
insurance companies could be required to check the new hire/child
support registry to determine the presence of unpald child
support prior to paying a settlement using the same mechanisnm
they would use as an employer reporting new hire information.
since this aspect of the apprcach has not been examined or
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tested, it could be presented as an option available to the
licensing agent/payor or tested after a new-hirefchild support
registry is implemented. However, use of the STAWRS system would
foreclose this approach,

While the effectiveness of each of these techniques in improving
child support collections is not being explored here but rather
in the context of enforcement reform, they warrant consideration
in examining the full potential of a child suppért and employer
reporting registry. 7This is especially true to the extent that
these enforcement techniques could be used Lo reach assets of
those absent parents who are not subject to wage withhelding but
who, nonetheless, are the subiect of child support arrearages.

Child Support Locate

As previously indicated, emplovment information on non-custodial
parents is currently not available until the month following the
first guarter of earnings from the SESA. This delay in some
instances, not only prevents wage withholding from occurring
before the obligor moves to another job but also diminishes the
usaefulness of the information as a location source.

In order to facilitate location, employer rapertgd new~hire
information, including that which is not matched with an existing
child support case, would be retained for a set period of time
but probably not le&s than six-menths {(te coincide with the point
at which the information would become avallable from SESA)., As
new cases come into the child support program, they would
automavically be matched against the smployer reported
information.

If a state-based approach is selected, the location value would
e lost for purposes of cases which enter the child support
progran subseguent Lo the initial broadcoast unless each State is
regquired to maintain a database of this information., Ultimately,
a national employer reporting and child support registry would be
optimal for location purposes.



upport orcement

As indicated above, several 8tates are considering the
possibility of incorporating medical support information in their
reguirements for employer reporting. Similarly, one provision of
the Administration‘’s 1994 budgst reconciliation legislation is
the establishment of a Third Party Liability Clearinghouse to
idancify partiess responsible for payment of health care items and
services furnished to beneficliaries of certain Federal and
federally assisted progranms.

The Clearinghouse would maintain for esach individual emploved in
the United States, information on the availability and enrollment
of group health plans provided by the employer through an amended
W-2 reporting form. Upon request, the {learinghouse would make
information available concerning employment and group health care
coverage of individuals and their spouses to the Federal Parent
Locator Service and State Child Support Enforcement Agencies
(though such access 1s believed to have been omitted from the
House version of the billgin subcommittee mark~upl.

Employers would be required to provide, upon reguest, specific
information concerning coverage of individuals to the
Clearinghouse subject to a civil penalty not to exceed 51,000 per
request. The Clearinghouse is alseo required to svaluate methods
for improving State requirements for medical support enforcement
of dependent children.

While the Administration's bill provides for FPLS and State Chiid
Support Enforcement agency access to such records, it may be more
afficient to conduct routine matches between the Clearinghouse
and a Natlional Employer Reporting and Child Support Registry (to
the extent that a Naticnal registry is pursued). Matches would
be beneficial both in determining the availability of group
health insurance before an order is obtained and in enforcing the
health insurance provisions of child support orders.
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B, e o ompensation 2

Consideration could alse be given to the benefits an Employer New
Hire Reporting and ¢hild Support Registry would have in detecting
fraud committed by racipients of unemployment compensation -
insurance. <Currently, States match unemployment insurance files
against State empleoyment security agency records to detsct fraud.
However, as indicated previously, the information maintained by
SESAs is often 3 to & months old and thus fails to rapidly detect
those receiving UI fraudulently, and nisses the large number of
employees wha are emploved for a limited duration or who change
jobs frequently.

We dizscussed the possibilities of improving fraud detection by
matching State records with an Employer Reporiing and ¢hild
Support Registry with employess involved in unemployment
compensation, They were uncertain as to whether such matches :
would really be benefiial. First, they generally don't believe
that there is much fraud actually taking place in the progran.
Second, they believe the biggaét offenders are probably working
in the underground economy and would not be filing a w-4
reporting form {(or are otherwise involved in illegal operations
which would not be uncoverasd by these matches). They also
questioned the cost effectiveness of such a mateh since those
detected, who would otherwise be missed by the SESA match, would
be assumed to be taking short-term, low-paying jobs.

However, they did acknowledge that 1f the associated costs were
low encugh, a data match of at least the records in large States
may be worth pursuing. In the long run, it would seemingly be
mere cost-effective to detect instances of fraud sooner rather
than later {as with the SESA match) and if such matches are
publicized, they could potentially serve as a deterrent fron
future instances of fraud,

While it appears that an Employer Reporting and Child Support
Registry may not be a worthwhile vehicle for a National program
of unemployment fraud detection, the idea still appears to be
worth pursuing. Since fraud detection is a State function, cne
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option would be to provide matches to only those States
interested. Current State experience in facilitating fraud
detection with State new hire reporting is limited and the
reaction mixed. Hawail originally designed its new hire
reporting system for the express purpose of detecting
unemployment compensation fraud. Virginia is looking into this
use though they were disinterested when their legislation
initially passed. Kansas and Oregon expressed no desire to use
the information for this purpose and West Virginia, while
interested in this use, has indicated that their system couldn't
handle the volume of incoming information.

C. Benefits to Small Emplovers

If Option 1 of STAWRS is implemented, one of the services offered
to employers would be to register fact of employment. This is a
service by which the employer could indicate the hiring of an
employee when verifying the employee’s SSN. STAWRS would then
customize employee-level wage and tax returns with SSN and name
control of all on-board employees. It is believed that this is a
feature that would be favored by small employers. It reduces the
need for employers to fill out these return data fields and thus
reduce the likelihood of bad error notices being sent to
employers.

II. COSTS AND BENEFITS

Estimates of actual costs and financial benefits of various uses
of an Employer Reporting and Cchild Support Enforcement Registry
will be attempted after the various options for developing a
registry are fleshed out and input from the data analyses and
modeling group can be obtained. One significant variable is the
extent to which interstate activity will be captured and the
mechanism for doing so (national system vs. State broadcast).

The benefits of employer reporting have been best tested so far
under the Washington Employer Reporting program created in 1990.
During the first 18 months, over 12,000 employers submitted over
216,000 reports of new hires and rehires to the child support
agency. Of these, 8 percent matched with opeﬁ cases of obligors,
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Cf these matched cases, 87 percent of the ocbligors had made no
support payments during the preceding year. Based on employer
reports, collections were successful among 43 percent of those
who were non-payers the previous years, averaging $1,200 per
parent. The Washington child support enforcement agency
considers the program to be cost effective for the State. It
reports that fer every dollar spent on the program, $22 was
callected. WwWhile a report to the Washington legislature
questioned these figures, even conservative estimates show a $1
to $4 collectlion/eost ratio.

Finally, to the extent that the STAWRS system is utilized, costs
are, for now, indeterminable as they are not yet In a position to
determine the cost sharing appreach which would be advanced.
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I8TRY QONCEPTS

To assess the feasibility of providing a new hire reporting
gystem to enhance child support enforcement, alternative new hire
concapts were developed, and the strengths, weaknesses and
technical architecture of each concept were analyzed, £ach of
these concepts has a different scope and functlonality. The
concepts range from legislating the status guo to establishment
of twe national dirgctories which would continucusly match the
new hire database against a registry of all child support crders
and locate requests.

All of the concepts discussed share some common assunptions
regarding who rveports, when, filing methods, and gptiomal
features of new hire reporting.

The following assumptions apply to all options for new hire
reporting: ‘

. All enployers will be required to repert new hires within a
gpecified number of days of hiring, not just targeted
enployers.

. Emplovers will be offered a variety of access methods to

file their new hire information,

. States would have the option of permitting non-IV-D cases to
be 3 part of the child support case registry.

» Statas would have option of requiring self-disclosure of
child support obligations at time of employment.
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. The options being considersd for central registry and new hire
reporting are: :

1.

State based option (State based Child Support
Enforcement Registry broadcast to State-based Directory
of New Hires)

Federal~State option (National Uiregtory of New Hires
which State CSE Systems can Match their child support
cases against)

Federal«Federal option (National Directory of New
Hires, National Registry of Child Support Cases)



QPTION I

STATE~BASED NEW HIRE DATABASES
CUNCEPY

The State~based approach Could be implemented the fastest,
resulting in the least disruptions to existing processes and
procedures, but it also would have limitations regarding scope
and accuracy. The State-based approach builds upon the intra-
state processes and procedures currently in place and the new
hire legislation, being enacted by a number of States, which is
primarily designed for intra-state processing. Employers would
veport all new hires to the SESA, in the szame manner that they
currently report wage information on a gquarterly basis. The staff
at the SESA agency would enter the new hire information inte the
existing SESA database. This basic new hire information could
facilitate data entry of the quarterly wage information. In
other words, data capture and data entry of new hire information
igs not a new function for SESA staff, but the immediate reporting
¢f new hire information will require additional staff resources
and funding for the new function.

For intra-state locate requests, the State CSE agencies could
aceess this new hire data in the same manner they currently match
SESA wage data with thelr locate reguests. An expansion of the
FPLS/BESA Cross-match Locator Service could be used for matching
new hire information with interstate locate reguests. However,
for matching new hires with child support orders, it is unlikely
that any of the SESA systems would be capable of accommodating
daily matches of child support orders from 50 states and 4
territories. Nor would the 52 Child Support Enforcement. (CSE)
automated systems under development be capable of accommodating
matches of the estimated 125,000 new hires a day. Even if the
broadcast of child support orders was limited to just a few
States, the volume and fregquency of the necessary matches make
this function impractical.



SCOPE AND PUNCTIONALITY OF COPTICH I:

At the time of hiring or within a specified timeframe, the
exployer would be required to submit new hire information to
the SESA. The SESA would use its new or existing staff to
enter data into machine readable format.

The new hire data would be retained at the SESAs. Every SESA
has a database in place and staff familiar with this
fFunction, to enter the new hire information into the
database. Employers would utilize the same access methods
currently used Lo transmit quarterly data to SESA's, The
SESAS would be regquired to enter the new hire data in a
timely manner.

The SESAs would submit the new hire datakase to their own
IV-D agency to match against existing orders for the purpose
of income withholding.

$
For intra-state locate, States would submit extracts of
their child support locate reguests {0 their own BESA: for
interstate casesg, the FPLS Cross match locator would only
submit a State's cases to other "foreign® SESAs., _
For interstate locate, States would submit locate requaests
ta the FPLS Cross~Match locator system. (The States are
provided a variety of options for submitting the requests to
the FPLE.) The FPLS would consolidate and process the
reguests To the 46 participating SESA's for matching
PUIpOsSes,

The child support case data would be retained at the State
level. Current Federal law and regulations require the
development of Statewide automated systenms by September 19%5
that would result in child support case registries. All
States aye capable of submitting cases to the (ross-Mateh
locator program, even if some States, like California, the
data is submitted by several different gounties and manual
systens.,



. When States are informed of a match by FPLS, they have the
responsibility of verifying location and/or notifying the
employexr to institute withholding.

BTRENGTHS AND WEAKNESSES OF OFTION I

Option I could be implemented quickly, using existing syﬁteﬁﬁ and
processes. Of the 10 States that have already passed or are
considering new hire legislation, 4 of these States already
require reporting to the SESA's so that the data in these States
is the most recent and most accurate data available,

Requiring employers to report new hire information to the SESA
standardizes the process and avolds potential duplication since
the new hire data serves as basic data for later quarterly wage
reporting to the same agency. The submittal wethods for
explovers, and the staff Lo conduct data entry and capture are
alresady in place within each SESA. However, since this is a new
funckion, it would require additional staff and funding resources
to pay for the new functions. In addition, the majority of States
who have implemented or are considering new hire r&p@rtiﬁg
legislation favor making the IV-D agency the repository of new
hire information because it has more of a stake in the accuracy
and timeliness of the data.

Thare is no incentive for SESA to process in timely manner, s0 -
legislation would be required to ensure guick processing.

The usa of scanning devices and other data capture technology by
SESA ig rare. The data entry is manual and results in delays in
processing and fregquent errors.

The guarterly reporting of wage information was designed for the
UI registration process, not child support location or
enforcement purpeses. The low utilization of these wage records
for Ul results in varvying gquality and accuracy of the SESA data
from State to 8State. Generally there is no editing or correction
of errors.



The child support case registry would be retained in each State,
avoiding the duplication of effort that would occur by
establishing a national registry. Since States are not required
to have statewide automated CSE systems until September 1995,
some States do not currently have a registry of all child support
cases and would have to consolidate the records from several
different intra-State systems.

FPLS/SESA's Cross-Match locator system has already been developed
and is operational. The number of cases that can be submitted
and the frequency of matches was increased recently, and could be
increased further to accommecdate the new hire matches for locate
purposes. The Cross-match Locator System needs to be expanded to
permit States to submit larger number of cases and conduct more
frequent matches. Since the current system matches about 200,000
records each month, the system would have to be significantly
expanded to accommecdate large caselcad and more frequent matches.

It is unlikely that the majority of SESA facilities will have the
ability to process extracts of the entire national child support
caselcad against their database on a daily basis. Therefore, the
matching of new hires against all existing interstate child
gsupport orders for the purpose of immediate wage withheolding is
not a possible function under this model. SESA's should be able,
however, to accommodate a match with their own State's registry
of child support orders and this would account for the 70% of
absent parents who remain in the State.

Under Option I, multi-State employers would need to be aware of
the variety of States laws and regulations guiding submission of
W-4 information. For example, every States has their own unique
set of rules regarding unemployment insurance and wage reporting.
In order to use the FPLS's Cross-Match Locator system for new
hire matches, the existing cooperative agreements with SESA might
have to be amended to permit processing of the large number of
records on a more frequent basis. Agreement would have to be
reached with the four (4) child support jurisdictions not
currently participating in the Cross-Match locator program,

There is no capability at this option for interstate matching of
new hire data with interstate child support orders.

6



OPTION IX
NATIONAL DIRECTORY OF NHEW HIRES
AND
STATE REGISTRIES OF CHILD SUPPORT CASES

Concepts

A national database of new hires would be developed and
maintained at ACF. Enmployers would report new hires directly to
this database instead of to State Employment Security Agencies as
in Optien I. At the Stats's regquest, the new hires within that
State may be extracted and gent to the IV«D agency for intrae-
State matching. States would continue to submit locate reguests
to the FPLS as in option I. The FPLS would match these cases
directly against the new hire information in the natienal
database instead of going to 54 separate SESAs., FPLS would still
submit interstate locate requests te SESAs for match against
quarterly wage information when needed. The new hire data
contained in the National Girectory can be matched against child
support databases currently maintained at the ACF datacenter, the
FPLS reguests databases, the tax offset regquest database and the
Project 1099 database.

BCOPE AND FUNCTIONALITY OF Option II:

. At the time of hire or within a specified timeframe, the
employer accesses the national new hire database and enters
information about the new hire, including name, Social
Security Humber, and date of birth,

> As new hires are entered, a match is done against SSA's EVS
system Lo verify that the social security nunmbers given are
corract and to ¢orrect any transpositions.,



If the State desires, an extract of that State’s new hires
can be axtracted and sent to the IV~D agency for matching
against it's child support case records.

On a weekly basis, all locate requests coming through the
FPLS are matched against the new hire database. Any matches
are returned to the States either immediately or after other
FPLS sources are checked, depending upon the State’'s
request. In addition, cases for which no match is made, or
for which wage informatien is reguested, may be gent to the
SESA to check against the guarterly wage data.

Onn a weekly basis, the new hire gdata is also checked against
existing databases of child support cases kept at ACF.

. The first is an inactive database of cases in which
there was a previous FPLS locate reguest, This
database consists of cases submitted over the last five
years, with over 4 million cases per year,

. The second ACF database matched against the new hire
database is the Tax Offset Database, which consists of
over 3 million annual cases with arrearages.

. The third is a database of cases submitted t¢ Project
1089 for asset and location information.

If a new hire matches up with a case from either of these
ACF databases, the State which submitted the case for locate
or tax offset is notified where the individual has a new
job,

BTRENGTHS AND WERRKNESSES OF OPTION 11

Employers report new hires to only one place, easing the burden
of reporting especially for multi-state employers.

SESA would not be in charge of updating the data, ACF would have
contrel and could update it immediately.

8



The database would not be dependant on SESA data which, because
of the low utilization of wage data for UI, emphasis is not
placed on validating correctness of data submitted by States.
ACF could verify the accuracy of SSN data with SSA through their
EVS systen.

Although we would continue periodic matching with SESA on the
quafterly data, the overall volume of regquests to SESAs would be
less than in Option 1 because many matches will be made from the
new hire-data. The reduction in the number of cases submitted to
FPLS/SESA Cross Match Locator Service will reduce the cost of
broadcasting cases to the SESAs, which is expensive.

Although the national new hire database will take additional
resources to create and maintain, it would be fairly easy to
develop.

Both option 1 and option 2 would use the FPLS in the same manner.
If option 1 was developed first, Option 2 would be relatively
easy to accomplish. It is possible to implement Option 2
directly. ‘

This option is more comprehensive than option 1, not -only
matching new hires against locate requests and limited broadcasts
of orders, but also against three ACF registries of cases.

Option II does not match new hires against a comprehensive
database of child support cases. A state won't automatically be
aware of someone changing jobs unless it makes a locate reguest
or he/she is in one of the interim registries.

Although not a great long-term solution, Option II can be
accomplished fairly easily and cheaply while developing the chilad
support registry for option 3. The development of a registry of
child support orders is dependent upon the development of
statewide, automated CSE systems.


http:direct.ly

OPTION 1311
NATIONAL DIRBCTORY OF MEW HIRES AND CHILD SUPPORT CASE REGISTRY

CORCEPT

The third option of implementing a new hire child support project
is the establishment of both a National Directory of New Hires
and a National Registry of Child Support Cases. The National New
Hire Directory is established in the same manner asg set forth in
Option II. These two directories can be co~located in the same
databage facility or housed separately. Feor the purposes of this
option paper, we are assuning the new hire database is located at
the IRS and the child support case registry is located at the ACF
datacenter. This Federal-Federal approach would require the most
resources and time to establish., But, because it would result in
the widest and most frequent matching, it has the greatest
potential for wage withholding and location ¢f absent parents,
and avoids duplication ef effort by employers, State and Federal
agencies,

Emplovers or their payroll agency, abt the time of hiring, would
provide the information on new hires to a National directory.
This immediate information would be in addition to the gquarterly
reporting of wage information to SESA that currently exists., If
the Simplified Tax and Wage Reporting System (STAWRS) is
implemented, then having the fact of employment reported to
'STAWRS at the time of hiring would reduce the reporting burden
for enployers and Federal and State Governments and would be the
most cost effective alternative. If STAWRS is not implemented,
then the Natiwnal New Hire Directory could reside at the
Administration for Children and Families' [ACF's) Datacenter. A
variety of filing methods would be made available to the employer
including paper submissions, touch tone telephone, point of gale
devices, electronic Transnissicns via personal computer, tape
transfers, or malnframe to mainframe transmissions. The
preferred method of filing would be an electronic submission.

Ooption III differs from other options in that it establishes a
registry of all child suppert cases at the national level. Since

i



the detailed information regarding a child support case already
exists in each State's statewide automated CSE system, the
registry need only contain enocugh information to facilitate a
match and "point® back to the interested State or States. States
could program their statewide automated CSE systems to extract
updates of their child support case records to keep the national
registry updated.

The Registry would include information on cases with child
support orders and cases without orders where State and Local
child Support Enforcement agencies are pursuing action (i.e.
locate).

Since there are individuals with child support obligations in
more that one State, States will be able to determine if another
State is also enforcing a case against that person through the
National Registry. If there is a match with more than one staﬁa;
all States with matches will be notified.

-1
The communications link between Child Support Enforcement
agengies and the ACF National Registry will be through the ¢hild
support Enforcement Network ({(CSENet) or a CSENet-like
communication system.

8COPE AND FUNCTICONALITY OF OPTION XIi:

s At the time of hire or within a gpecified timeframe, the
employer accesses the national new hire database and enters
information about the new hire, including name, Social
Security Number, and date of birth.

. A3 new hires are entered, a patch is done against S88AR's EVS
system to verify that the social security numbkers given are
correct and to correct any transpositions.

s On a weekly baslis, all lccate regquests coming through from
the FPLS are matched against the new hire database. Any
matches ara returned to the States either immediately or
after other FPLS sources are checked, depending upon the

33



State's request. Cases for which no match is made may be

' sent te the variocus SESAs to check against guarterly wage “
data.
. Increased editing and correction of errors would be

conducted on the new hire information.

» A reglstry of all IV-D cases, derived from detailed child
support case information retained on State CSE systems,
would he created at national level. The National Registry
would have sufficient capacity to expand to include non=-Iv-p
cases.

. states will ke responsible for updating information on the
National Registry of Child Support cases. Individual States
computer systems can be programmed to automatically transmic
updates when specific case changes ocour,

. Data entry and gapture conducted on the national level. The
national facility would promote the use ¢of glectronic
. submissions by employers. Scanning and other means of data

capture would be utilized by Federal staff,

- The National Directories will have sufficiéﬁ%ﬂzapaaity to
accommoedate freguent matches of large volumes of data. The
limitation of brovadcasting to only selected States will not
be necessary.

S8TRERGTHS AND WEAKNESSES OF OPTION IIX

Option IITI provides the maximum abllity to identify cbligors with
multiple support shligations and locate absent or alleged
parents. It would result in greater uniforwity and simplicity in
interstate process.

It reduces burden on multi~State emplovers by providing a single,
national point for reporting.



The use of National database facilities eliminates the burden on
State IV-D and SESA systens, the majority of which are not be
capable of processing the large number of records involved in new
nires and expanded child support records., The number of case
records or freguency of matches would not have to be limited
under this scenario. Interstate case matching with new hire data
could be accomplished under this option,

The data entry and capture burden for new hire data would be
shifted from the staff of the 84 State SESA offices to the staff
of the National New Hire Directory. Concentrating this effort at
one natisnal facility rather than 54 sites in¢reases the use of
electronic means of £iling and use of scanning technology.

This option would reguire the establishment and maintenance of
two national directories, thus reguiring the most resources and
time to establish. However, the wider scope and frequency of
matches 1s likely to make Option 11l the most cost effective
alternative over the long run.

The degree of sditing and correction of data on the National New
Hire Directory would be increased over what is currently done by
SESAs. This would require additional staff rescources but result
in greater accuracy and usefulness of the data,

The National Registry of Child Support Cases would duplicate what
exists on State IV~D systems and would require programming by
State IV-D systems to update and purge child support case
records,

i3



INTERACTIVE
ACCESS METHODS

COST CONSIDERATIONS

VOLUME
CONBTIDERATIONS

HARDWARE
REQUIREMENTS

Teuch Tone
Telephone

Point of sSale
erminal

Synchronous
Terminal

31720 Terminal

Reqguires touch tone
telephone or
attached phone
ganerator for
retary dial phone.

Connect time is
minimized to about
10 seconds per
guery. Terminal is
live at all times
but generates no
charges. Next to
lowest start-up
costs

Requires PC and
user-supplied modem
or acoustic
coupler,

Reguires 3
installation and

maintenance of a
dedicated line. 7

Low volume sites.
Should not go
through a PBX
systen. Prolonged
connect Tipes will
increase average
costs.

Low to moderate
volume sites.
Regquirves manual
entry of data.
Should not go
through a PBRX
system.

Moderate volune
sites. Unnecessary
connect time will
increase average
transmission costs.

Moderate volunme
sites, Unnecessary
connect time will
increase average
transmission costs.

None, unless
employer is using a
rotary dial
telephone. Then a
tone generator is
needed, {$20-30.00)

Point of Sale
device costs vary
($75.00 te $300.00)
More if printer
required.

Berial Board ($50-
156} ; Mcdem ($100-
1,000)
Communications
Software ($100-
150.00)

Depends on if using
a 3270 terminal or
PC with 3270
emulation {($500-
1,500) Modem (S$100-
1,000}
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 BATCH
ACCESS METHODS

Remote Job Entry
(RIE)

Tape/Cartridge

Mainframe ty
Hainfrane

_ﬁ— —
File Transfer Requires a PC,

COoSsT CONSIDERATIONS

VOLUME
CONSTDERATIONS

HARDWARE
REQUIREMENTS

modem,
communications
hardware and
software.

Requires a PC,
nodem, and 2780737898
RJIE hardware and
software,

Tape/cartridge costs
pius mailing of
tapes.

Reguires speciallzed
software,

Moderate to high
volume sites. Modem
line speeds 5600 BPS
for higher volume
sites.

Same as file
transfer.

Cost effective for
high volume sites
only.

Cost effective for
high volume sites
only.

. ——

PC, Moden (S100~
1,000} Serial
communications $100-
150)

Same as file
transfer with
additional cost of
RIE,

Assupes employer has
data center.

Assumes enployer has
data centey
mainfranme.
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IMMEDIATE WA/EMPLOYER REPORTING OF NEW HIRES

As of June 22, 1993

pass

businenn days of hire

1o procced with incorne withholding

Stale's rules

STATE LEGISEATIVE REFORT TOVTIMEFRAME METHOD OF S ADDITIONAL INFORMATION ALL EMPLOYERS SELF-DISCLOSURE | PENALTY
STATUS TRANSMISSION REFORTED OR FOR
TARGETED EMPLOYERS EMFPLOYERS
MASSACHUSETTS | Enactcd; cffective IV-D Ageacy within 14 duys W4 form Exployee™s addresy Al enplayers Nao Yes
March 1993, of bire
Implexnentalion daic
March 1993,
MICHIGAN Legistation IV-I) Agency {timcframe ool Paper documenlation, kchephooe Nooc All employcrs Yes Ho
roindrodused specificd) {not WL}
MINNESOTA Enacied; elfective i Self-dischosurt to [V-D Paper dox xm, theph Wage All emplayers Yea, anly mcthed No
19817 Agcacy {txpeframe pol
pecificd)
MISSISSIPA Legishatyon faiked w0 IV-D Apency can request All nformation relative Wb the All employers Yea
pass mploy inf: on on location, anployment, income, and
ADY DONSUPPOCLInG parcnt property of poo-supporting parent
froxn any Siate sgency,
aupluyer, or payor.
MISSOURI Proposed (maly
sditresscs voluntary
cmployee disclesure
and subscquent
cmployer withholting)
OREGON Legisiation introduced.
Passcd the Senate May
28, 1993, Scheduked
for House hearing
Junce 22, 1993, i
uran Legialstion failcd w 1V-D Agency within 10 Writlco or eleclroai oalice Other mformation & d y HNot add. d in (siled manute | Will be prescribed in Yes

**NOTE: Additional mformation reporied refers W any mionnstion in sddition 10 the anployec™s name, social sccurity pumber and daie of caployment.




IMMEDIATE W-4/EMPLOYER REPORTING OF NEW HIRES

As of June 22, 1993

" STATE LEGISLATIVE REFORT TO/TIMEFRAME METIIOD OF *ADDITIONAL INFORMATION ALL EMPLOYERS SELF-DISCLOSURE | PENALTY
STATUS - TRANSMISSION REPORTED OR FOR
TARGETED EMPLOYERS EMPLOYERS
VIRGINIA Eaacted; effective July SESA within 35 days of hirc W4, pagnetic lape, other Empicayee’s address; employer All cmployers Yes Yo
1993 (pending {SESA must send o VD methody idenlfic sticwy, eummber and addresy
Chovernor' s signature). within 21 days of hire) .
Implementation date
July 1993,
WASEINGTON Effective July 1990 IV-D Agoxy within 35 days All methods, fax, compuier Employee’s date of binh Targeted cmployers: No Yes
of bire prinouty construction, manufscturcrs
of beavy cquipement, busiores
services, healh services.
WEST VIRGINIA Enacted; ciffective IV-D Agency withim 35 days Al methods, fax, diskenes Employee™s sddress, date hired, All employers No Ye
March 1992, of hare social security number; employer’s
Lmplementation date Federal Wax identification number,
Japusry 1993, payroll office nddress

**NOTE: Additicanal information reported refen W any information 2 sddition 0 the anployee's name, social secunity number 2nd date of employment.
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CENTRALIZED COLLECTIONS AND DISBURBEMENT

The purpose of thisg paper is to consider whether centralizing
child support collections at the State level will facilitate the
rapid transfer of needed child support collections to children.

The child support collection and disbursement functions generally
conzist of the following activities: collecting c¢hild support
payments; matching these payments to the correct cases;
distributing payments in compliance with Federal law, and
disbursing the child support cellections.

Court and administrative orders to pay child support often
include information about the method of payment. In IV-D casges,
enployers in wage withholding cases and obligated parents submit
their payments either £o the court where the order was issued or
to the agency responsible for enfor¢ement and collection
activities.

Existing Problems in Collection and Disbursement

OUSE prevides oversight through the audit process to ensure that
State ¢hild support collections are used for their intended
purposes. Efforts are directed at monitoring State cash
eellections, internal controls, and the proper accounting and
handling of interest earned on child suppert collections,

Many States tend to fare poorly in IV-D program audits in the
area of payment disbursement and processing. This is
particularly true in States with county-operated Child Support
Enforcement programs. Reasens vary for States! poor performance
in the cullection and dishurgement of child support pavments, but
the primary factors appear to be: poor record~keeping of payment
histories and balances; the lack of computer rasources at local
jurisdictions; complicated Federal requirements {i.e. compliance
with Federal distribution priorities); and organizational
structures that often fail to support the expeditiocus processing
of payments through multiple county and State program components
and theiy respective manual and automated payment systems., These
problems cause delays in getting payments to custodial parents,
with States or ¢ounties often holding onto the money for
unreasonable lengths of time, despite Federal regulations that
require expeditious payment to families.



Phen wollections are handled locally, multiple szets of records
may be maintained on any given case., This is particularly true
in cases where there is more than one award., In addition to its
being an inefficient use of resocurces, there is a basic problem
inherent in this duplicity in record-keeping. That problenm is
that the duplicate, separately maintained records fregquently
disagree, If the records can not be reconciled, it is impossible
to accurately calculate the amount of support owed and paid.

In auditing collection of payments, OCSE auditors have found that
using fragmented, local systems to collect and disburse payments
makes it difficult to maintain accurate records, and often
results in disbursement errors. In addition, OCSE auditors have
often found that potential interest income earned on collections
is lost when collections are handled locally. This is because
payments are freguently shuffled back and forth in the mail
between local offices, deposited in different banks or held up in
county courts.

On the other hand, centralizing c¢ollections enables a State to
use the money more efficiently. If a State receives collectlions
directly, it can immediately deposit the money and earn interest
from day-one, This interest can then be used to offset program
costs in AFDC cases, or paid to the family in non«AFDC cases.

In addition to the delays, decentralized collection and
disbursement freguently creates internal control problems,
Generally, auditors have found that when collection points are
disbursed throughout a State and money dealings are not
standardized, there are internal control weaknesses and
coellections are often not secured and accounted for properly.
Local offices fregquently lack proper internal accounting
centrols, such as separation of cash handling and accounting
functiong, either kecause they are unaware of the need for these
controls or because they do not have sufficient staff to use
them. While some States have taken action to improve efficiency
with centralized collections, other States have dope 1little to
reduce the risk of collestion loss.

When States centralize collections, control and security beconme
eagier. Although any collections system has potential
weaknesses, there is greater contrel and accountability over
collections when they are made to one central place. In
addition, the concentration of the function allows proper
controls to be used more efficiently.

Collection Points

Currently, the Federal Government's interest in the collection
and digbursement ¢f child support payments is limited to those
payments made through the IV-D program. 8ix States - New York,
Colorado, Iowa, Texas, Alaska and the District of Columbia ~ have



or are in the process of implementing wholly centralized

0 collections processing centers for all of their Title Iv-D
receipts. Of those six, Alaska and the District of Columbia
have, or will have, centralized collections as a matter of
erganizational expediency. The District of Celumbia has only one
office and Alaska only accepts payments at its central office due
to unigue geographic considerations.

Yhese jurisdictions do not, however, necessarily plan to utilize
centralized collections for non~IV-D cases. Jowa and Colorado
have statutes that impoese cellection responsibility on clerks of
the court for non-IV-D cases, although Colorado may amend its
statute for non-Iv-D cases after an analysis of the centralized
collection process. Texas' income withholding statute specifies
three options (Court registry, child support collection office or
the Attorney General's office} for non-IV-D cases, but mandates
that all IV~D payments be made to the Attorney General's Office,
New York and Alaska are silent regarding non-Iv-D cases.

Beginning in January 1994, Federal law reguires all new child
support orders, both IV~-D and non IV~D, to be subject to
inmediate income withholding, Effective collection and
disbursement of child support bacomes even more lmportant as the
program moves to universality and the caselcad is doubled.
OCSE's exanmination of State statutes which specify the entity or
entities to which non~-IV~D child support payment may be made

o reflects that: ?

" Thirty-five (35} States have some statutory
authority designating the clerk of the court ag
an entity to which payments may (or in some cases,
ghall} be made. While some statutes expressly mandate
that payments be made through the court, others are
nore permissive, Many specify alternative options,
perhaps dues toe court or judicial district variances
{e.qg., Xansas specifies "court <¢lerk or court
trustee.®}.

» These States and Territories are: Alabama, Arizona,
Arkansag, Celoradoe, Connecticut, District of Columbia,
Guam, Idaho, Illineis, Indiana, Towa, Kansas, EKentucky,
Louisliana, Massachusetts, Michligan, Missouri, Montana,
Nebrasgka, Nevada, New Mexico, North Carolina, North
Dakota, Oklahoma, Oregon, Pennsylvania, Puerto Rico,
Rhode Island, South Carolina, South Daketa, Tennessee,
Texas, Virgin Islands, Wiscensin, and Wyoming.

" Another four {4) States refer to & "county officer®

! State Statutes Addressing Entity to which Child Support
Payments are Made. OCSE Policy Branch April 13, 1993,
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{such as the New Jersey Probation negartﬁant or the
Georgla Chlld Support Receiver). These ave California,
Georgia, New Jersey, and Ohio.

Five States have statutes that designate a "county
deposaitory" or centralized *"family support registry."
These States are Ceolorado, Florida, Iowa, Vermont,

and Washington. Vermont's statute embraces all orders,
not just those in IV-D cases., Two of these States,
Iowa and <olorado, alsc have provisions imposing the
collection responsibility on ¢lerks of the court for
non~Iv«D cases {therefore, these are listed above among
the 315).

Eleven States refer to the support enforcement agency
as the entity to whom payments are {0 ba made in IV-D
cases, and are generally silent regarding non-IV-D
cases. Thespe States are: Alaska, Delaware, Hawaii,
Haine, Maryland, Minnesota, Mississippl, New York,
fitah, Virginia, and West Virginia. Texas specifies
three options in their income withholding statuteww
court registry, child support collsction office, or
attorney general, but pandates that payments go Lo the
AG in IV-D cases.

One State - New Hampshire~ gpecifiss that in cases
where the obligee does not make application for IV-D
services but wishes to utilize the gservices, available
services are limited to "monitoring, collecting, and
dishursing monles. ™

Hew Jersey's law on applying for income withholding is
noteworthy in that it addresses the probation
department's role in recordkeeping to document, track,
and monitor support payments and in administering
withholding in cases in which the obligee has not
eatablished a IV-D case.

In addition to "court clerks,® States' laws alsc refer
to alternatives puch as "family division or support
enforcement services unit" (CT), probation officer
(1D}, district attorney {NV), checking or savings
account or directly to obligee's bank account (OR), and
court registry (TX).

Iowa's *collection services center® statute is
particularly exemplary, from the standpoint of its
explanation ¢f payment processing and references to two
“official entities” for disbursing support: the
collection services center {(IV-D cases) and clerks of
the district court (non~iv-D cases).



n Washington State's statute setting forth legislative
intent to establish a "central support registyy® in the
State to “improve recordkeeping™ and "reduce the burden
on employers® by "creating a single standardized
process® for deducting support payments from wages, may
be a ugeful model for other jurisdictions contemplating
pentralization of payment processing.

Matching pavmente to cases

Most IV-D child support payments are currently received in the
form of a money order, personal check or cexrtified cashier's
check. To avoid the problem of personal checks with insufficient
funds, some States require non-custodial parents to pay with cash
or money order. A large number of obligors still pay child
support in cash at the cashier window of a c¢hild suppori office
or clerk of the court. Some States have begun accepting credit
card payments, which can be taken over the phone. At least one
county has experimented with Electronic Funds Transfer {(EFT).

Regardless of the method of payment, there ig a need to identify
the payments and match them t¢o the ¢orrect child support case
record. Payment books and billing notices are the most common
methods used to identify payments. Social Security Numbers,
which are used as identification in many State child support
systems, are not adequate identification if the absent parent is
obligated by more than one support order. CSE statewide systenm
certification reguirement is that the system generate bills which
provide for payment identification, such as return stubs or
conpong. :

States or counties currently have little incentive to distribute
money that is hard to identify. . Money from payments that cannot
be identified to a particular case ¢an be retained by States
under State unclaimed property statutes. Simplifying the
reguirements and automating the distribution & disbursement
process would help States disburse collections more accurately
and in a2 more timely manner. It should be noted that OCSE policy
requires that undistributed collections be treated as unclaimed
property, reported ag program income and deducted from State
expenditure clains for Federal funding.

Distribution;

The distribution of c¢hild support collections is a complex
process which is guided by regulations found at 4% CFR 302.32,
302.51, 302.52, 303.72, and 303.102, gExcept for amounts
collected through the Federal and State income tax refund offset
process, amounts collected are treated as payment of the support
obligation for the month in which the support was collected.
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Amounts in excess of the required support obligation for the
current month are treated as a payment on the reguired support
obligation for previous months {(an arrearage)}. Because the
digtribution of previous months! payments are basad on case type
{i.e., AFDC, Non-AFDC, Foster ¢are, non-AFDC Medicaid), case
gtatus must be accurate. Further, households receiving AFDC are
entitled to a maximum $50 pass~through payment if the none
custodial parent pays up to $50 in current support.

Amounts collected through tax offset may only be applied to
arrears certified by the agency that performed the offset,
Collections in AFDC and IV-E cases made through Federal and State
income tax refund offset must first be applied to certified AFDC
and Title IV-E foster care arrearages. In non-AFDC cases, State
tax offset collections must be applied to certified arrearages in
accordance with the State's non-AFDC distribution policy when
both assigned and non~assigned arrears were gertified. Amounts
which are received through either tax offset process and exceed
certified arrearages nust be paid to the non~custedial parent,
unless that individual agrees to have the excess awmount applied
¢ other arrearages.

&m :

Once support payments have been accounted for and distributed in
accordance with Federal and State regulations, those payments
must be disbursed. Payments which go directly to a custodial
parent are "transmitted” in a variety of ways, based on State and
local pelicies. In some counties, the check from the non-
custodial parent is countersigned by the IV-D agency or Clerk of
the Court and mailed to the custodial parent. Other States will
disburse cash payments over~the~gounter, while still others issue
a State or local check. Some transmit the payments using
Electronic Funds Tranafer {(EFT), which amounts to a direct
deposit into the custodial parentfs bank account. Baltimore City
has been piloting an Electronic Benefit Transfer (EBT) system
where benefits, including the $50 child support pass~through, are
placed in electronic accounts for debiting using an ATM-like
card. For AFDC housesholds and Foster care children, collections
are transmitted to the IV~A and Foster Care agencies
respectively. Since AFDC and foster care payments have already
reen made to the custodial parents, these payments are accounted
for and disbursed in accordance with Iv¥-3 and Foster care
distribution policy. Pass-through payments may be made by either
the IV-D or Iv-3A agency.

Autonation

To stimulate the development of automated computer systems,
Congress mandated, as part of the Family Support Act of 1988,
that each Btate have an automated, Statewide computer system in



place no later than October 1, 1%%3. The systems are to be
comprehensive, which means that the system must provide all
functional prograrm requirements. 7The requirement for automation
wag driven by a recognitlion that the myriad program and
accounting activities that States needed to perform to operate
the program in accordance with program reguirements could only be
accomplished with the aid of automation.

In the area of collections, each State's automated system must:

- Have the capacity to automatically bill all cases other
than those with income withhelding in effect;

- Automatically process all payments received;

- Suppart the acceptance of payments and tranemission of
interstate collections to other States using Electronic
Funds Transfer (EFT) technology;

- Be uniform Statewide, accepting and maintaining all
financial information and performing all relevant
program calculations;

- Bistribute collections in accordance with Federal and
State regulations; and

- Generate notices to AFDC and former AFDC recipients
regarding support collectiens received, and to the IV-A
agency regarding cellections received on behalf of AFDC
recipients,

The automated systems must also be capable of generating reports
regarding all collection activities, and maintaining an audit
trail for receipts, distributions, and disbursements.

EFT

In an effort to improve the transmission of child support
collections from emplovers to IV-D agencies and between State IV~
D agencies, the regqulations have mandated that each automated
system be capable of receiving and disbursing funds using EFT
techncelogy. For emplovers, this means that they will be able to
combine wage withholdings with other electronic payment
transactions, such as direct deposit of employees' salaries.
Empleoyers who chose to transmit funds using EFT would build an
Automated Clearing House {(ACH) file or tape which would transmit
the withholdings, accompanied by identifying information. The
payment and identifying information would travel from the
enployerts bank, through the ACH using the Federal Reserve
Banking system, to the IV-D agency's bank. The monies would be
deposited on account at the IV-D agency's bank, and the
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identifying information transmitted to the IV-D agency for
accounting, distribution and disbursement. The use of EPT
technology will eliminate the preparation and transmission of
checks by employers, and the manual posting and deposit of checks
by the IV~D agencies. Further, the speed of electronic
transmissions should reduce “mailing time” to less than one day.

A pllet using EFT technology was conducted in Iowa and Nebraska
during the early 1990s. It was successful, and OCSE has been
moving ahead to encourage the use of EFT natlonwide., The
identifying Information which would accompany the deposit
{Electronic Data Interchange {EDI)), has been standardized in a
formpat approved by the Banker's EDI Council. Payroll processing
Firms and payroll software developers are in the process of
podifying their offering to include a CSE component.

For 1v~D cases, monitoring of child support payments provides
notice to the vaseworker that action needs to be taken to enforce
an existing support order. 1If collection monitoring is conbined
with new hire reporting by employers, caseworkers or automated
gsystens can be alerted to changes in employment and expeditiously
initiate a new wage withholding action. If the child support
program is expanded t¢ include non-IV-D cases, monitoring of
child support payments takes on new importance. If£ child support
payments are adeguately monitored, enforcement action by the
State can begin sopner than if the custodial parent had to

obtain an attorney or proceed pro se to pursue traditional legal
remedlies,

While the argument has been made that kseping up to date records
on petitioners and respondents is best accomplished through
maintaining personal contact at the local level, the dramatically
increasing caseload for chilid support combined with staff
reductions and turncover is making personal contact with clients a
thing ¢f the past. In fact, States that have moved to
centralized collection argue that consolidating the support
collection staff at the State level permits county and local
staff to ke redirected to essential c¢lient services.

States that utilize local collection and disbursement, especially
through the clerks of the court, have found duplication of effort
in recordkeeping. The local clerks often have an "official®
record for all c¢hild support payments as well as a separate
record they Reep for Iv-D cases. The recordkeeping is often
aanual or maintained on a separate automated system. Auditors
and Federal reviewers have found that the payment records often
conflict or are cut-of-synch.

Federal law dictates that States Keep careful records of incoming
and outgoing payments, and new Federal regulations reguire that



the child support enforcement agencies send a monthly notice to
each AF¥DC recipient informing them of collections made in thelr
case, While having a Statewide automated system may improve the
recordkeeping in local agencies, it is unlikely to change many
clerks of the court*s practice of maintaining duplicate sets of
records.

Centralized collections would facilitate the calculation of
arrearages, because it would provide a single, complete and
ascurate record of payments, In contrast, the record of payments
is often inaccurate when collection and disbursement is performed
locally. There are a nunber of reasons for this inaccurawy. For
example, collections from S8tate and Federal Income Tax Refund
offset are ment directly to the IV~D agencies. As a vresult, in
States with localized collection and disbursement, the State IV-D
agency's arrearage balance will be ocut-of-synch with arrearage
balance kept by the Jlocal office (eg. clerk ©f the courts}. In
addition, auditors have found that many clerks of the court
¢calculate arrearage balances only upon specific request before
enforcement actions, which further contributes to the inaccurate
payment racords found in States with localized collection and
disbursement.

Many States are utilizing an automated Veoice Response Unit (VRU}
to keep custodial parents appraised of the status of payments on
their child support obligations, The information for these VRUs
ig obtained by daily extracting the latest collection data from
the automated system. Providing accurate, up~te-date payment
information would be simplified if payments were processed
centrally.

State Contralized Collection

The States of New York and Colorade are good examples of county-
based States that are moving to centralized collections to
improve efficiency and reduce costs.

EEW YORK

In 1990, the State ¢of New York enacted legiglation requiring the
Department of Social Services te undertake centralized collection
and dishbursement of child support payments on behalf of the S8
counties, The Hew York gentralized collection project is
currently in the first year of a three year contract in which a
private contractor will act as the financial institution for
perforning collection and disbursement functions on behalf of the
State's local districts.

Currently, procedures have been developed, implemented, and are
being tested in eleven local social service districts for a

period of six months. These eleven districts represent 25% of
the State’s total caseleoad. An independent evaluation will be
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conducted concurrently with the pilet. If the results of the
evaluation demonstrate that centralized collections and
disbursement is cost-effective, the contract will continue with

. Statewide implementation taking place during the second year, If
the results of the independent evaluation prove that
centralization is not cost~effective, the contract will be
terminated.

In 1988, these local Support Collection Units managed a total of
291,000 payment accounts which resulted in the processing of
5,300,000 individual payments totaling $360.5 million. By 1994,
there will be over eight million payments. Ten percent of the
payments received by the local offices are walk-in payments, of
which one-percent are cash payments,

According to the New York Advance Planning Document, one of the
main reasong that New YorX was looking at centralized. collections
was that while major snhancements have been nade to provide
sutopated support in virtually every other area of case and
fiscal nanagement, front-end data entry of support paynents has
remained a labor intensive manual process which has not improved
significantly since 1978.

Centralizing collection permits the utilization of gtate-of-the-
art equipnent to process payments into computer tape format,
persitting avtomated posting and updating of existing
computerized account records., ‘The redesign of payment processing
will: {1} minimize the backlogs that occur as volume increases;
Z) allow for employing or redirecting staff to vital progran
areas such as establishment or enforcement; and 3) eliminate
inconsistencies among local social services districts.

The original cost/benefit analysis estimated the current local
Support Collection Unite {SCU] at 500 employees costing $30
million a year, the Statewide SCU at 425 employees costing $16.9
million & year and $12-14 million in costs for a contractor
acting as fiscal agent. The estimate for local districts for
support collection and disburgement functions was over $10
million in calendar year 1988 and is increasing at a rate of &% a
year. That amount reprasents salaries, fringe, overhead costs,
non~salary costs, training and system costs. After the contract
was awarded for the pilot project, and the fiscal agent's rates
were calculated, the operational cost savings of centralizing
cellections was anticipated to be $20 million for the three year
contract.

New York has undertaken efforis to accommodate the political
situation in their counties. For example, although the child

. support payments are mailed to the same centralized address, each
county is delineated by the extension digits on the nine digit
zip code. This facilitates sorting by county. A different
signature plate is developed for each county so that the check
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pailed to the custodial parent reflects the particular county
official*s signature, This allows the countieg to maintain their
separate ldentities in child support enforcement.

To address client service, the centralized collection contract
includes establishment of a voice response system €0 provide
clients and respondents with the most recent cellsction and
disbursenment information, as well as information about child
support services that are available, This service is available to
¢lients on a 24-hour basis,

Colorado

After much debate and several previous defeats, the Colorado
Legislature passed legislation to mandate a study to determine
the feasibility of implementing a centralized payment registry to
process child support payments statewide, In Colorado,
approximately 25,000 IV~D child support payments are collected
for AFDC and non-AFDC clients each month. According to the
Colorado Advance Planning Document, these pollections were over
$44 million in 1%89. Fifty~five percent (55%) of the collected
ampunt is dishursed to non-aAFfDC clients, while approximately
17,000 warrants are disbhursed tg non-AFDC clients each month.
The determination of whether to proceed with conversion of non~
V<D cases will occur after installation and conversion of IvV-D
oABes.,

The Colorado centralized collection pilot bagan on July 1, 1993,
Six counties comprising approximately 30% of the caseload have
been transitioned with 55,000 redirect notices sent to obligors,
obligees, courts, enployers and other States. Statewide
implementation is scheduled to begin August 1, 1993 and completed
January 31, 139%54.

Colorado currently has 63 judicial jurisdictions and county CS5E
units receiving and recording child support payments,
transmitting support collectiong to the counties, forwarding non-
Iv-D suppert dirvectly to obligees, maintaining official payment
racords and complying with State and Federal reporting
regquirements,

Fifty~three courts, processing approximately 20% of payments,
utilize strictly manual technigues. The majority process
payments using a pasg~through system in which they record the
payment on a ledger card, countersign the check and mail the
payment to the recipient. A few courts deposit the payment in a
bank and write a new check to either the County or the obhligee.
The remalning 10 district courts and the Denver Juvenile Court
whICH represent 80% of the child support payments, process
payments through contracted banks. These banks ceollect, photo-
copy, and microfilm payments prior to entering the payment
information onto a transaction tape which is processed by the
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Judicial Department's automated Alimony and Support System (A&S).

The A&S systen keeps a record of each payment receipted by court
cage number, but does not provide balancing features. The
contracted banks do not correct exceptions, unidentified payments
or payments which pust be split between multiple cases. Each
year an estimated 21,000 payments must be returned te the court
and worked manually in order to correct exceptions, split
payments between current support and arxears, split payments
between multiple payees, ete..,

Under the current system, cash, money orders and ¢ertified checks
are processed and distributed immediately, but personal checks
for IV~ ¢ases are held 8 days and personal thecks for non~IV-D
cages are held up to 21 days. Under the new centralized systen,
the fiscal agent is reguired to have a two day turn—-around.

Colorado estimated that currently up to 50% of the State’s chilg
support and malntenance payments {the non-IV-D cases) are made
directly from parent to parent. These may be transferred to the
centralized collection registry if the IV-D processing proves
successful,

Since payment information is currently stored in multiple manual
and automated files in both the judicial and CSE systems in 63
jurisdictions, information may be stored in as many as 126
different files. {oplorade estimates that workers spend over
78,000 hours per year perferming duplicative activities as a
result of localized collection and disbursement processing.
Another 10,000 hours per year is spent traveling to the %4 manual
court sites to copy needed information from manual ledger cards,
compile the data and write the annual reports mandated by State
and Federal reporting regquirements. Colorado estimates that for
an annual investment of $1,6%0,000 they will receive annual
benefits of $7,107,000 (§5,460,000-increased child support
collections, $1 million in cost avoidance and $647,000 in welfare
reductions) from centralizing collections.

E w !’Z !'i N

Many of the States opting for centralized collections are
contracting with a fiscal agent to provide support collection and
disbursement services., If a State acguires the mervices of a
financial institution to perform certain functions f{ie.
collections) of its comprehensive system, enhanced FFP will be
available to develop software for interfacing with the financial
institution’s system, keying in case data, and enhancing the
State's c¢omprehensive statewide IV-D system. Howsver, service
charges and/or eguipment lease cost assessed by the financial
institutions or the State will be matched at the regular
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administrative rate only.

One of the benefits of privatizing the collection process is that
private fiscal agents are able to allocate staff to meet the peak
collection and disbursement c¢ycles. As shown by the New York
State feasibility study and cost/benefit analysis, a private
figcal agent can often perform the centralized collection and
disbursement functions at a cost vonsiderably lower than State
agencies.

Costs: Centralizing collections and disbursement ¢an raduce
administrative costs. Fewer C¢ollection support staff are
required to maintain a centralized collection system than to
maintain a collection and disbursement system in every local
county clerks cffice. Consolidation ¢f collection support staff
at a central location would free up local workers to concentrate
on investigative and court activities. In addition, the
pentralized collection staff can hecome specialists. Reduced
admninistrative and data processing costs will result from a
single ve&. a multiple bank reconciliation process,

sffective use of ationt Centralized collections enable
Statas to utmlize state—of~§he-art automation, such as check
sorting machines, that would not be feasible or cost-effective in
gmal ler jurisdicticna, Centralized collections would simplify
the acceptance of payments via computer tape from large emnployers
and streanline the utilization of Electronic Funds Transfer
technology to transmit payments from employers to State IV-D
agencies.

Bimplify withholding: Emplovers would prefer to send the child
support payments withheld from employees' wages to one
centralized location within the State rather than numerous local
collection locations.

Lty: After January 1, 1994, all new child support orders
will be subject to income withholding. In pany States this will
create duplicate coliegction and disbursement systems for IV-D and
non~1V-D c¢hild support collections. Employers would prefer to
send the withholding to one central logation within the State,

Honitoring: Centralizing ceollections would facilitate
recordkeeping and utilization of voice response units for client
services. As & result, any disruption in payments would trigger
enforcement activities. )

Adminigtration: Centralized collections would result in
consolidation of files in cases where the petitioner and
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respondent reside in different State counties/districts and in
situations where the respondents have cases in more than one
State county/district. This eliminates the need to transfer
files from one jurisdiction to ancther as a respondent moves
within the $tate. Congolidation of payment and disbursement
eliminates handling of case payments at numerous locate sites
with its inherent security problems.

prs: Improved payment processing will result in reduced
timeframes for handling, sorting, batching, posting, depositing
and disbursing receipts.

The clerks of court and local
palitxcxana who carxantly have their signatures on child support
checks are likely to oppose centralizing the child support
collection and disbursement process. However, New York's
selution to this problem seems to be an acceptable compromise.

Cogts: The initial start-up costs associated with the computer
hardware, operating system and application goftware upgrades and
enhancements would be substantial. Most States will have
completed their financial component of thelr Statewide automated
USE system before centralized collection is required. Only six
systems are currently based on centralized collections. A new
requirement for csntralized collections might reguire the
replacenent or modification of expensive "new® financial
conponents of automated systems. Although centralization will
consalidate and thus reduce the need for support collection
staff, some increased administrative costs related to
centralization may occur due to the increased cost of
administrative and legal processing and maintenance of
unidentified funds accounts.

In some States, the courts are the "efficial record holder” of
the child support payment and sffective automation would be
needed to permit courts to "own' the child support data.

LYise lient: Public relations and carras§ondanaa problens.
It is antlcip&ted that large numbers of inquires, both by mail
and by phone would have to be handled by the State unit.

Training and public relations effort will ke essential to assist
employers in converting to centralized collection process,
Centralization may actually cause longer disbursement delays than
currently occurs in those instances where the obligor's check is
countersigned and immediately mailed to the Custodial Parent,
Obligors presently paying in and over the counter, will now have
to incur the additional expense and effort of obtaining a money
order.
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Adnministration: Certain aspects of the child support enforcement
program are likely to remain at the local level. Initial intake,
respondent location and court appearances are local functions.
Personal contact at local level facilitates keeping accourate, up~
to-date records on petitioners and respondents. A Statewide
systen would be dependant upon the relationship between the Court
and local child support office for receipt of coples of support
orders. This can lead to serious delays in activating accounts.
Should payments bhe received prior to raceipt of any order, monies
would have to be held in suspense accounts pending
identification, and large amounts could accrue before the data
xigarding the order is received at the centralized collection
site.

Concern for safe and timely receipt of payments: Centralizing the
roceipt of payments involves the handling of large volunmes of
mail with increased possibility for loss of payments.
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