EXECUTIVE SUMMARY
BACKGROUND
The Child Support Enforcement program is a Federal, State and local partnership, established in
1975 under Title IV-D of the Social Security Act, to collect child support payments from
noncustodial parents for distribution to custodial parents. Within the U.S. Department of Health
and Human Services, Administration for Children and Families, the Office of Child Support
Enforcement (OCSE) provides Federal oversight. The Minnesota Department of Human
Services, Child Support Enforcement Division (State agency) provides oversight of this county
administered program.
The OCSE requires States to offset Child Support Enforcement program costs by recognizing
and reporting program income from undistributable child support collections and interest earned
on program funds. Undistributable collections are those considered abandoned under State law.
In Minnesota, child support collections that remain unclaimed by the owner for more than three
years are presumed abandoned. State regulations require the State agency to transfer and report
abandoned property to the Commissioner of Commerce at least annually.
OBJECTIVES
Our objectives were to determine whether the State agency appropriately reported program
income for undistributable child support collections and interest earned on program funds.
SUMMARY OF FINDINGS
For the quarters ended December 1998 through December 2005, the State agency did not
recognize or report program income of $42,789 ($28,240 Federal share) for collections held
more than three years and presumed abandoned according to State requirements. This amount
consisted of unclaimed collections totaling $23,943 ($15,802 Federal share) and $18,846
($12,438 Federal share) in uncashed checks that the State agency did not presume abandoned
and transfer to the Commissioner of Commerce.
With respect to interest, the State agency did properly report interest earned on undistributed
collections and program funds as program income to offset program expenditures.
RECOMMENDATIONS
We recommend the State agency:
•

review the $42,789 ($28,240 Federal share) in unclaimed child support collections,
transfer collections presumed abandoned to the Commissioner of Commerce, and
report those funds as program income to the OCSE and
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•

implement procedures to ensure that undistributable collections are identified,
transferred to the Commissioner of Commerce, and reported as program income on
the quarterly Federal financial report (Form OCSE-396A).

STATE AGENCY’S COMMENTS
The State agency agreed with the findings and intends to implement the
recommendations. The State agency’s comments are included in their entirety in the
appendix.
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INTRODUCTION
BACKGROUND
Child Support Enforcement Program
The Child Support Enforcement program is a Federal, State and local partnership established in
1975 under Title IV-D of the Social Security Act to ensure that noncustodial parents provide
support to their children. The program collects child support payments from noncustodial
parents for distribution to custodial parents. Within the U.S. Department of Health and Human
Services, Administration for Children and Families, the Office of Child Support Enforcement
(OCSE) provides Federal oversight by setting program standards and policy, evaluating
performance and offering technical assistance. Minnesota operates a state-supervised, countyadministered child support program. The Minnesota Department of Human Services, Child
Support Enforcement Division (State agency) manages the child support enforcement program
and receives Federal reimbursement, generally at a rate of 66 percent of program costs. Eightyfour county child support offices administer the program by working with parents to establish
and enforce support orders.
In October 1997, the State agency established the Child Support Payment Center (Payment
Center) to collect and distribute child support payments. Prior to October 1997, county child
support agencies were responsible for collecting and distributing child support payments.
Beginning in December 2005, the State’s program required custodial parents to receive child
support collections by direct deposit into a checking, savings, or stored value card (debit card)
account.
Federal Requirements for Reporting Program Income
The OCSE requires States to offset Child Support Enforcement program costs by recognizing
and reporting program income from undistributable child support collections and interest earned
on program funds. Undistributable collections are those that are considered abandoned under
State law.
Undistributable Collections
The OCSE Policy Interpretation Question (PIQ)-88-7 and OCSE-PIQ-90-02 require States to
offset Child Support Enforcement program costs by recognizing and reporting undistributable
child support collections as program income at the time the funds are considered abandoned.
OCSE-PIQ-88-7 states:
If a . . . collection is truly undistributable, the State may dispose of it in accordance with
State law. States may, for example, provide that such collections must be refunded to the
obligor or that they become the property of the State if unclaimed after a period of time.
In the latter case, . . . this revenue must be counted as program income and be used to
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reduce IV-D program expenditures, in accordance with Federal regulations at
45 CFR § 304.50.
OCSE-PIQ-90-02 states:
Every State has statutes and regulations governing the handling of unclaimed or
abandoned property left in its care. OCSE-PIQ-88-7, dated July 11, 1988, recognizes this
fact and encourages each State to utilize these individual State procedures to report
undistributable or uncashed . . . collections as title IV-D program income.
The instructions for Federal Forms OCSE-34A and OCSE-396A, used to report undistributable
collections and program income, respectively, require States to report program income for
undistributable collections when State law considers them abandoned. The OCSE-34A
instructions for line 9a define undistributable collections as “the portion of collections reported
on Line 9 that, despite numerous attempts, the State has determined it will be unable to distribute
. . . and unable to return to the non-custodial parent. Under State law, these amounts are
considered to be ‘abandoned property’.”
The OCSE-396A instructions for line 2b define program income as “the total amount of other
income to the State used to offset the administrative costs reported on Lines 1a or 1b. Include: . .
. (ii) undistributable child support collections as reported on Line 9a of Form OCSE-34A, the
‘Quarterly Report of Collections;’ . . . .”
Interest Earned on Program Funds
The OCSE Action Transmittal (AT)-89-16 requires States to offset Child Support Enforcement
program costs by recognizing and reporting program income from interest earned on program
funds. Specifically, OCSE-AT-89-16 states: “Although not required by either statute or
regulation, many States have chosen to invest or deposit these funds in income-producing
accounts. Any amount earned through these activities is considered program income and must
be used by States to offset program expenditures.”
OBJECTIVES, SCOPE, AND METHODOLOGY
Objectives
Our objectives were to determine whether the State agency appropriately reported program
income for undistributable child support collections and interest earned on program funds.
Scope
We reviewed undistributable collections reported on the Child Support Enforcement Program
Quarterly Report of Collections and program income reported on the Child Support Enforcement
Program Financial Report for the period October 1, 1998, through December 31, 2005.
Undistributable collections in this report pertain to (1) child support collections that could not be
identified with or disbursed to the custodial parent or returned to the noncustodial parent and (2)
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checks issued for child support collections that were disbursed to the intended recipient but not
cashed. We reviewed child support collections for 10 counties 1 and the Minnesota State Court
Administration to identify any collections not reported to the State agency. We performed
fieldwork at the State agency from January 2006 through May 2006.
Our review of internal controls was limited to understanding the State agency’s policies and
procedures for recognizing and reporting undistributable collections and program income.
Specifically, we reviewed the policies and procedures that the State agency, Payment Center and
counties used to (1) collect and distribute child support collections, (2) identify unclaimed
collections, (3) report and transfer undistributable collections as abandoned property to the
Commissioner of Commerce, and (4) report program income according to Federal requirements.
In addition, we reviewed internal controls that the State agency used to manage child support
collections electronically distributed via stored valued cards (debit cards).
Methodology
To accomplish the objectives, we:
•

reviewed applicable Federal and State laws and regulations;

•

reviewed applicable Administration for Children and Families program and policy
announcements;

•

interviewed State agency officials to identify and understand their policies, procedures,
and internal controls for recognizing and reporting program income pertaining to
undistributable collections and interest earned from program funds;

•

reviewed the Federal Forms OCSE-34A and OCSE-396A to identify the undistributable
collections and program income reported by the State agency for the quarters ended
December 1998 to December 2005;

•

verified interest that the State agency earned and reported on the child support accounts;

•

reviewed unclaimed child support collections data from the State agency through
December 31, 2005, to quantify the amount that met the requirements of the State
unclaimed property law;

•

reviewed the bank contract for distributing child support payments electronically through
the State agency’s stored value card program and interviewed bank officials to
understand the internal controls related to issuing cards, processing transactions, and
reporting to the State agency; and
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The counties surveyed included Anoka, Dakota, Hennepin, Olmstead, Scott, Stearns, St. Louis, Ramsey,
Washington, and Wright.
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•

reviewed December 31, 2005 bank data for child support payments electronically
distributed to stored value cards that had not been activated.

We performed our audit in accordance with generally accepted government auditing standards.
FINDINGS AND RECOMMENDATIONS
For the quarters ended December 1998 through December 2005, the State agency did not
recognize or report program income of $42,789 ($28,240 Federal share) for collections held for
more than three years and presumed abandoned according to State requirements. This amount
consisted of unclaimed collections totaling $23,943 ($15,802 Federal share) and $18,846
($12,438 Federal share) in uncashed checks that the State agency did not identify as abandoned
and transfer to the Commissioner of Commerce.
With respect to interest, the State agency did properly report interest earned on undistributed
collections and program funds as program income to offset program expenditures.
UNCLAIMED COLLECTIONS NOT TRANSFERRED
The State agency did not transfer $42,789 ($28,240 Federal share) in unclaimed collections held
more than three years to the Commissioner of Commerce. This amount consisted of unclaimed
collections totaling $23,943 ($15,802 Federal share) and $18,846 ($12,438 Federal share) in
uncashed checks that the State agency did not presume abandoned and transfer to the
Commissioner of Commerce. According to State statutes, unclaimed collections held for more
than three years are presumed abandoned and should be transferred to the Commissioner of
Commerce. If these collections had been appropriately transferred in accordance with State
requirements, the collections could have been reported as program income.
Federal and State Requirements
As previously stated, the OCSE requires States to offset Child Support Enforcement program
costs by recognizing and reporting program income from undistributable child support
collections.
The Minnesota Unclaimed Property Act establishes (1) how long property must be held before it
is presumed abandoned, (2) when the State agency must report the abandoned property to the
Commissioner of Commerce, and (3) what actions must be taken before reporting. For
unclaimed child support collections made before July 1, 2001, any unclaimed collections that
have been held for more than three years are presumed abandoned pursuant to Minnesota Statute
§ 345.38, Subdivision 3, which states: “All intangible personal property held for the owner by
any government or political subdivision or agency, that has remained unclaimed by the owner for
more than three years is presumed abandoned and is reportable pursuant to section 345.41, . . . .”
Section 345.41(a) states: “Every person holding funds or other property, tangible or intangible,
presumed abandoned . . . shall report annually to the commissioner . . . .” and Section 345.41(d)
states: “The report shall be filed before November 1 of each year as of June 30 . . . .”
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After July 1, 2001, Minnesota Statute § 518.5853, Subdivision 12, provides that the State agency
is required to perform certain actions in an attempt to locate either the custodial parent or noncustodial parent. If the State agency determines that the custodial parent is not located and these
specified actions over the course of two years fail to locate either parent, these funds should be
treated as unclaimed property according to Federal guidance and MN Statute § 345.
Unclaimed Collections
The State agency did not identify and transfer to the Commissioner of Commerce $23,943
($15,802 Federal share) for unclaimed collections that had been held from three to eight years
and should have been presumed abandoned. (See Table 1.) If the State agency had determined
whether these unclaimed collections were undistributable and transferred them to the
Commissioner of Commerce, it could have recognized these unclaimed collections as
undistributable and program income.
Table 1: Unclaimed Collections Held More Than 3 Years

Time
Held
8 years
7 years
6 years
5 years
4 years
3 years
Totals

Unclaimed
Collections
Prior to
7/1/2001
$29
13,880
754
1,867
678
0
$17,208

Unclaimed
Collections
After
7/1/2001
$0
0
0
0
672
6,063
$6,735

Total
Collections
$29
13,880
754
1,867
1,350
6,063
$23,943

Federal Share
(66 Percent)
$19
9,160
498
1,233
891
4,001
$15,802

Unclaimed collections were not recognized as program income because the State agency’s and
counties’ internal control procedures did not ensure collections held for more than three years
were identified as undistributable, transferred to the Commissioner of Commerce, and reported
as program income in accordance with with Federal and State requirements.
Uncashed Checks
The State agency did not identify and transfer $18,846 ($12,438 Federal share) for uncashed
checks representing collections that were originally disbursed as checks but were not cashed by
recipients. (See table 2.) If the State agency had determined whether these uncashed checks
were undistributable and transferred them to the Commissioner of Commerce, it could have
recognized them as undistributable and program income.
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Table 2. Uncashed Checks
Time
Held
8 years
7 years
6 years
5 years
4 years
3 years
Totals

Unclaimed
Collections
$182
1,870
1,785
1,106
3,754
10,149
$18,846

Federal Share
(66 Percent)
$120
1,234
1,178
730
2,478
6,698
$12,438

These uncashed checks were not recognized as unclaimed property because the State agency’s
and counties’ policies and procedures did not include reviewing uncashed checks and identifying
them as unclaimed property. The State agency policy was to void and cancel those checks that
remained uncashed for 6 months and reissue a new check.
RECOMMENDATIONS
We recommend the State agency:
•

review the $42,789 ($28,240 Federal share) in unclaimed child support collections,
transfer collections presumed abandoned to the Commissioner of Commerce, and
report those funds as program income to the OCSE and

•

implement procedures to ensure that undistributable collections are identified,
transferred to the Commissioner of Commerce, and reported as program income on
the quarterly Federal financial reports (Form OCSE-396A).
OTHER MATTERS

The State agency’s stored value card account program is a direct deposit method used to
electronically distribute child support collections onto ReliaCard® Visa® debit cards. Under this
program, the State agency contracts with a bank to open debit card accounts and issue debit cards
to custodial parents. The State agency electronically distributed child support collections
through the bank onto the cards. Custodial parents must activate the cards, which expire every 2
years, 2 to access their child support collections. Interest is not earned on these distributed
collections and the bank charges the custodial parent various fees associated with account
transactions such as cash withdrawals, ATM withdrawals, and overdrafts.
The State agency did not monitor $694,022 in collections distributed to 2,649 debit card accounts
that custodial parents did not activate. (See Table 3.) We noted that the State agency continues
to distribute child support collections to card accounts that are not activated. For 45 cards that
were not activated for more than two years and had expired, the bank failed to reissue new cards.
As a result of our audit, the bank issued new cards in May 2006.
2

Cards issued by the bank after May 10, 2006, will expire every 3 years.
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Table 3: Cards Not Activated
As Of December 31, 2005

Period of Time
731 to 1,036 days
(2 to 3 years)
365 to 730 days
(1 to 2 years)
90 to 364 days
Less than 90 days
Totals

Number of
Cards Not
Activated

Child Support
Collections
On The Cards

45

$36,642

25
306
2,273
2,649

28,204
166,514
462,662
$694,022

Because the State agency did not implement procedures to manage cards not activated and
follow up with cardholders, these card accounts were not monitored. While the bank identified
cards not activated on the bank’s secure website which was accessible by the State agency,
neither the State agency nor the bank implemented procedures to follow up with the custodial
parents to ensure the cards were activated and accounts were not abandoned. The State agency
should monitor funds distributed to debit card accounts not activated or expired to establish
whether these collections should be presumed abandoned and subject to recognition as program
income in accordance with State unclaimed property and Federal program income reporting
requirements.
STATE AGENCY’S COMMENTS
The State agency agreed with the findings and intends to implement the recommendations. State
agency and county staff have worked to discover why the $42,789 ($28,240 Federal share) in
unclaimed child support collections identified as of December 31, 2005 were undistributed and
have attempted to find the owners of the property. As of July 31, 2006 the State agency
distributed $27,431 of the $42,789 in unclaimed child support collections to the rightful owners.
The State agency’s comments are included in their entirety in the appendix.
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