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This report makes specific recommendations that will improve the collection functions in
state agencies.  Debt collection is an important function in state government and has
grown in importance in recent years as the total amount of debts owed the state has risen.
The delinquent debt balances at the seven collection units of the five agencies included in
our review increased from about $750 million in December 1994 to nearly $940 million
in December 1996.

This review noted several opportunities for these units to improve the efficiency and
effectiveness of their collection functions by adopting certain “best practices” used by
various collection organizations, including other Oregon agencies, private collection
firms, other states, and the federal government.  Recommendations for improving
collection practices suggested by our review fall into two general categories:  those that
involve interagency coordination and those that make use of technology.
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SUMMARY

PURPOSE
In recent years state agencies, other governments, and
private collection firms have developed a number of
innovative methods for collecting debt.  The primary
purpose of this review was to identify and recommend
ways in which the state could improve its processes for
collecting delinquent debts.

BACKGROUND
Individuals and businesses owe money to state government
for a number of reasons, such as taxes, penalties and
benefit overpayments.  Not all of these debts are paid on
time.  The five agencies included in this review
(Department of Revenue, Department of Human Resources
Adult and Family Services Division, Department of
Consumer and Business Services, Employment
Department, and Department of Transportation) are owed
nearly $940 million in past due debt and collect nearly
$100 million each year.

RESULTS IN BRIEF
Oregon agencies can increase their collections and
decrease their costs of collecting by improving interagency
coordination and the use of technology.  One of the most
promising techniques is a statewide vendor payment offset
program that detects a payment a state agency is to pay to a
vendor that owes money to another state agency, intercepts
the payment, and offsets it against the debt owed the second
agency.  During 1996, other states collected between
$400,000 and $2.7 million through such programs.
Another technique is the use of administrative garnishments
or distraint warrants.  One agency that recently obtained
legal authority to use administrative garnishments estimates
it will save more than $300,000 in the current biennium as
a result.  Other techniques to increase collections and
reduce costs include the use of master contracts for private
collection firm services and the use of current collection
technology.
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RECOMMENDATIONS
To improve the efficiency and effectiveness of the state’s
collection function, we recommend:

• State agencies form a statewide collection committee
to foster interagency coordination on collection issues
and sharing of best practices, including establishing a
statewide vendor payment offset program, using a
statewide master contract to hire private collection
firms, doing pilot tests on different ways of assigning
accounts to private firms, and seeking legislative
authority to access information maintained by other
state agencies.

• Certain agencies improve their collection processes by
requesting legislative authority to perform
administrative garnishments, obtaining on-line terminal
access to Driver and Motor Vehicle Services data,
improving automation, and using autodialing systems.

AGENCIES’ RESPONSES
See page 23.
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INTRODUCTION

Individuals and businesses owe money to state government for a number of
reasons, including income taxes, welfare and unemployment benefit overpayments,
noncomplying employer workers’ compensation penalties, unemployment insurance taxes
and penalties, and trucker weight-mile taxes.  Not all of these debts are paid on time, and
delinquent debt continues to grow faster than it can be collected.  At the five agencies
included in our review, delinquent debt increased from about $750 million in December
1994, to nearly $940 million at December 1996.

BACKGROUND

Effective and efficient debt collection is important to
government to help fund increasing demands for critical
needs such as education and highways and to assure
taxpaying citizens that their tax rates are not inflated to
cover the unpaid bills of delinquent debtors.  The
importance of debt collection to government is
demonstrated at the federal level by the recent passage of
the Debt Collection Improvement Act of 1996.

In Oregon the collection process is decentralized, with
differing roles played by various organizations.  The
Oregon Department of Administrative Services (DAS)
provides central guidance on collection activities to state
agencies.  Under DAS rules, each state agency is
responsible for collecting its own debts and may make
efforts such as demand letters, phone calls, or wage
garnishments.  State agencies may request assistance from
the Other Agency Accounts Unit of the Department of
Revenue, which can offset debtors’ tax refunds as well as
provide full-service collection efforts, including demand
letters, phone calls, or legal actions.  The Credit and
Bankruptcy Unit of the Department of Justice provides
assistance to state agencies when complex legal issues are
involved or when litigation is needed to obtain or execute
judgments.  A 1979 opinion from Oregon’s Attorney
General also permits state agencies to use the services of
private collection firms to collect state debts.

There are several reasons the collection of state debt is
decentralized.  First, state governments including Oregon’s
have historically been organized into individual agencies,
each responsible for a program area.  For example, the
duties related to unemployment benefits were assigned to
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the Employment Department, while duties related to state
roads and highways were assigned to the Department of
Transportation.  Consequently, the collection of delinquent
debts arising out of each state agency’s unique operations
has been considered an integral part of the agency’s own
fiscal responsibilities.

Second, state and federal laws and regulations grant unique
collection powers and impose restrictions on specific
agencies.  This serves to keep the collection process
decentralized.  For example, the Department of Revenue
and the Employment Department each must obey certain
confidentiality restrictions, which are not shared by other
agencies.  The Departments of Transportation and Revenue
have specific legal authority to issue warrants against
debtors while other state agencies do not.

The collection units we included in this review are among
the larger ones in state government.  The collection units of
the Department of Revenue (DOR), for example, handle
delinquent accounts (including those assigned from other
agencies) totaling more than half a billion dollars and
collect more than $85 million dollars a year.  The
Employment Department’s units and the Adult and Family
Services Division (AFSD) unit are next in size with each
agency handling about $40 million dollars of delinquent
accounts and each collecting more than $5 million dollars
annually.  The units at the Department of Consumer and
Business Services (DCBS) and the Department of
Transportation (ODOT) are smaller, with each unit
collecting $2 million to $3 million dollars a year.
Appendix A shows statistics for the collection units
reviewed.

State collection units sometimes use the services of private
collection firms.  Generally, state agencies assign only
older, already worked accounts or out-of-state accounts to
private firms for collection.  The Department of Revenue
assigns accounts when it cannot locate the debtor or if the
debtor is outside Oregon.  Several other state agencies also
use private firms including DCBS, ODOT, the State
Scholarship Commission, and the Judicial Department.
Some agencies, such as AFSD and the Employment
Department, do not use them at all.  Less than one percent
of total state collection activity is handled by private firms.
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Private firms’ small percentage of total state collection
activity occurs partly because some state agencies, such as
DOR and ODOT, believe their own efforts are more cost-
effective and deliberately refer only small parts of their
total accounts to private firms.  Confidentiality restrictions
also inhibit the use of private collection firms by some
agencies.  Some, such as the Employment Department, also
believe they need specific legislative authority in order to
refer debts to private firms.

Regardless of whether collections are made by
government, private collection services, or other entities,
the key element in the collection process is speed.
Organizations that start work on debt accounts faster will
collect more than organizations that are slower.  Debts
become harder to collect the older they get because as time
passes, debtors disappear, spend their assets, and begin to
doubt the seriousness of collection efforts.

SCOPE AND
METHODOLOGY

The primary purpose of this review was to identify and
recommend ways in which the state could improve its
processes for collecting delinquent debts.  Accordingly,
we considered practices of several state agencies, private
collection firms, other states, and the federal government
as well as those recommended by professional collection
associations.

We performed detailed on-site reviews at seven collection
units in five agencies with some of the largest amounts of
delinquent debt among state agencies.  These units
accounted for nearly 80 percent of unsecured debt and
almost one-fourth of total debt owed the state.  The
collection units and types of delinquent debts we reviewed
were:

• Department of Revenue Other Agency Accounts Unit
 Various debts assigned from other state agencies.

• Department of Revenue  Income taxes.

• Adult and Family Services Division  Benefit
overpayments.
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• Department of Consumer and Business Services 
Noncomplying employers  penalties and worker
claims costs.

• Employment Department  Unemployment benefit
overpayments.

• Employment Department  Employer unemployment
insurance taxes, penalties, and interest.

• Department of Transportation  Weight-mile taxes
from truckers for use of state highways.

We inquired at the Department of Justice Credit and
Bankruptcy Unit as to its role in providing legal assistance
on collections to other state agencies.  We obtained basic
information on collection practices from other agencies,
such as the State Scholarship Commission and Department
of Justice Support Enforcement Division, which collect
mostly on behalf of the federal government or individuals.
We also surveyed other states, inquired about collection
practices at four private collection firms in Oregon, and
reviewed publications of professional organizations such
as the National Association of Credit Management.

We did not include in our review various state lending
agencies whose loans are generally secured by real estate
or other assets to satisfy delinquent amounts.  We also did
not include the Judicial Department for on-site review
work because it was converting to a new accounts-
receivable system and its internal auditors had reviews
already scheduled for this area.

This audit was conducted in accordance with generally
accepted government auditing standards.  We limited our
review to the areas specified in this section of the report.
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AUDIT RESULTS

IMPROVING COLLECTIONS
THROUGH INTERAGENCY
COORDINATION

Oregon’s decentralized collection process has resulted in
state agencies’ sharing only limited information about best
practices or individual debtors.  Although the Oregon
Department of Administrative Services has provided
guidance on collection policies and procedures, agency
collection units have not adequately considered collection
issues from a statewide perspective.  Nor is there any
formal mechanism to promote interagency coordination on
collections or help agencies share their best collection
practices.  The collection practices described below
require the sharing of information between state agencies.

1. Statewide Vendor Payment Offset Program

A number of states, including Utah, Montana, Arizona,
Iowa, Kansas, Kentucky, Virginia, Massachusetts, and
Wyoming, have established vendor payment offset
programs to increase delinquent debt collection.  These
programs detect a payment a state agency is to pay a
vendor that owes money to another state agency, intercept
that payment, and offset it against the debt owed the second
state agency.  A vendor who owes the state money will
receive a payment reduced by the amount owed; a state
agency will collect what it is owed quickly, without
incurring the expense of traditional collection efforts.

A statewide vendor payment offset program can be
accomplished through the creation of a comprehensive
database of debts owed to participating state agencies
against which all agencies’ pending vendor payments are
checked.  For the most part, this would involve computer
programming and operational costs.  In states such as Iowa,
Kansas, and Kentucky, individual agencies, including the
revenue and employment departments, send lists of their
delinquent accounts via tape, diskettes, or hard copy to
their state’s central finance or administration agency that
processes payments to vendors (similar to the Oregon
Department of Administrative Services).  The central
payment processing agency then arranges for matching
pending vendor payments to the delinquent debtor lists.
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Kentucky estimates its start-up costs for its vendor payment
offset program at slightly more than $200,000.
Massachusetts has a completely centralized state
accounting system in which all details of both delinquent
accounts receivable and accounts payable are recorded for
all state agencies.  The system can routinely offset
payables to vendors against any delinquent debts those
vendors owe the state, but it also can accommodate
individual state agency timing preferences.  Massachusetts
personnel estimated the start-up cost of their offset
program at $412,000.

The rewards of offset programs are substantial.  In 1996,
Kansas collected almost $400,000, and Utah recovered
more than $700,000.  Some states did even better:  Iowa
collected almost $1.5 million and Virginia took in
$2.7 million.  Massachusetts collected $4.6 million
between March 1995 and February 1997.  Its managers say
the state recovered the $412,000 in start-up costs in just
seven weeks.  As would be expected, states with larger
populations generally collected more through offset
programs than states with smaller populations.

Although Oregon does not have a program to offset vendor
payments, it does recognize the usefulness of payment
offset as a collection tool.  The Department of Revenue’s
Other Agency Accounts Unit offsets debtors’ income tax
refunds against their debts to other agencies when
specifically requested to do so.  Anecdotal evidence
suggests that Oregon could benefit from a vendor payment
offset program.  At the Department of Justice, Credit and
Bankruptcy employees periodically become aware of
debtors who owe one agency being paid as vendors by
other state agencies.

To determine the potential of such a program in Oregon,
we manually compared the debtor list of the Department of
Consumer and Business Services (DCBS) to the vendor
data of the Oregon Department of Administrative Services
(DAS).  We reviewed the first 378 names on the DCBS
list, and found 29 DCBS debtors who were also listed on
the DAS records as vendors for various state agencies.
We found eight DCBS debtors (more than 2 percent of the
sample of 378) who had actually been paid as vendors by
various state agencies at the same time they owed debts to
DCBS.  For example, one debtor who owed a DCBS
penalty of $1,000 was paid nearly $4,300 by another



Audit Results

-7-

agency.  A second debtor who owed DCBS $6,500 was
paid $2,173 by another agency.  A third debtor who owed
a $1,000 penalty was paid $675 by another agency.  The
debtors in these three cases, as well as the 26 others we
noted, remain state vendors and may receive future vendor
payments while still owing debts to state agencies.

The potential for a matching program in Oregon was also
indicated by an Employment Department pilot project.
Employment personnel manually compared debtor names
to certain DAS vendor data.  They found seven matches out
of 231 names, for a 3 percent match rate.  Of the seven,
they found one firm that subsequently voluntarily paid its
$3,600 debt.  Because DAS processes payments for most
state agencies, the Employment Department issued a
garnishment to DAS involving another firm that owed
$3,900.  No funds have yet been collected in this case,
however, because of confusion about whether the agency
actually using the vendor should have received the
garnishment instead of DAS.  Three of the seven matched
firms had previously established payment plans with the
Employment Department, one was bankrupt, and one was
later determined not liable.

Based on the debtor-vendor matching tests described
above, there is potential in Oregon for a successful vendor
payment offset program.  Kansas and Iowa, two states
similar in size to Oregon, collected $400,000 and
$1.5 million, respectively, through such programs in 1996.

Some law changes may be needed to fully implement an
offset program.  For example, some agencies, such as the
Department of Consumer and Business Services and the
Adult and Family Services Division, may need
administrative garnishment or distraint warrant authority as
discussed in more detail below.  DAS and debt collecting
agencies may also prefer general enabling legislation to
govern vendor payment offsets.

2. Wider Use of Effective Tools

One best practice already used by the Departments of
Revenue, Transportation, and Employment is the direct
issuance of distraint warrants.  The State Scholarship
Commission and the Department of Justice Support
Enforcement Division are both successfully using a similar
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processadministrative garnishments.  These tools allow
agencies to attach debtors’ funds such as wages or bank
accounts quickly and cheaply.  The State Scholarship
Commission, which obtained administrative garnishment
authority about one year ago, estimates this authority will
save the agency more than $300,000 in the current
biennium.  The federal government has also recognized the
efficiency of this process; the federal Debt Collection
Improvement Act of 1996 grants authority to all federal
agencies to administratively garnish wages.

Two collection units we reviewed, the Benefit
Overpayment Recovery unit of the Adult and Family
Services Division (AFSD) and the Collection unit of the
Department of Consumer and Business Services, do not
have legal access to either of these tools, and their ability
to collect debts is hindered as a result.  For example,
AFSD currently must go to small claims court to obtain
judgment against a debtor and get authority to garnish
wages, or it must have the Department of Justice obtain
such authority from other courts.  With administrative
garnishment authority, AFSD could directly garnish a
debtor’s wages.  A cardinal rule in the collection
profession is that the faster the collection of a debt is
begun, the more likely it is to be collected.  The American
Collectors Association states that “the more time debtors
get, the less they pay.”

Furthermore, both AFSD and DCBS may need
administrative garnishment or distraint warrant authority to
participate effectively in a statewide vendor offset
program.  State agencies making payments to vendors might
not withhold the payments unless directed to do so via
garnishments or distraint warrants.

The status of administrative garnishment and distraint
warrant processes and other best practices at the five
agencies we reviewed is presented in a chart in
Appendix B at the back of this report.

3. Use of Private Collection Firms

With better coordination, state agencies could improve the
state’s use of private collection firms.  Through use of
statewide master contracts available to all state agencies,
the state could contract for use of private firms’ services at



Audit Results

-9-

lower cost.  State agencies could also conduct pilot tests to
determine whether there are more effective ways of
assigning accounts to private firms.

Because there is no statewide master contract for
collection services, state agencies now generally contract
individually for private collection firms’ services.  For
other services such as data processing professional
services and telecommunication services, the state
typically negotiates master contracts for use by all state
agencies.  We noted that five of the six largest state agency
users of private collection firms, however, had separately
contracted with private collection firms, while only two
agencies made use of a common contract.

By using a statewide master contract, the state would
eliminate the costs of multiple bid processes.  Based on
data supplied by DAS contract personnel, we estimate the
state would save more than $20,000 by using only one bid
process.  Furthermore, by using the leverage of a statewide
contract, the state could negotiate a lower collection fee.
Reducing the average collection fee by only one or two
points would save the state between $28,000 and $56,000
per biennium, based on the level of collections now made
for the state by private firms.

Oregon state agencies tend to use private collection firms,
if they use them at all, only for older accounts for which
collection has been attempted or for out-of-state accounts.
Agencies have not tested the cost-effectiveness of different
ways of assigning accounts to private collection firms.  To
its credit, the Department of Revenue did perform a pilot
test with one private firm five years ago.  The Department
found that it collected more than the private firm on an
equal number of similar accounts, but the study did not
consider the costs or efficiency of each entity’s collection
efforts.

Through tests, state agencies might find interim use of
private firms cost-effective in reducing temporary backlogs
of unworked debts, such as low-priority smaller balance
accounts.  Agencies might find it beneficial to assign more
accounts to private firms at the start of the collection
process, or they might find other ways of assigning
accounts to be cost-effective.
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A survey of states’ collection programs by the National
Federation of Tax Administrators concluded that issues
related to the cost-effective use of private collectors by
governments would require carefully designed tests.  The
survey found that although many states use private firms the
same way Oregon uses them, other states now successfully
use private firms as an integral part of their collection
programs.  Congress also faced these issues.  In 1996 it
required the Internal Revenue Service to conduct a pilot
project on using private firms as part of its collection
program.

4. Better Service for DOROther Agency Accounts
Unit Customers

The Other Agency Accounts Unit (OAA) of the Department
of Revenue can improve service to its customers, other
state agencies, by providing them more timely collection
reports.  Providing timely OAA collection data is
important because the other state agencies may take
unnecessary actions on debtors or delay time-critical
collection actions when they don’t know what the OAA has
or has not collected for them from debtors.

The OAA currently provides monthly reports to its
customers, but data on individual debts may be as much as
six weeks old when customers get their reports.  We found
that private collection firms also report monthly, but upon
request from customers they provide interim collection
reports.  In 1995, the OAA tried to respond to its
customers’ needs by submitting a request for weekly
reports to the Department of Revenue Computer Services
section.  The Computer Services section has not yet acted
upon this request due to agency prioritization of other
projects.

5. Expanded Access to Employer Reports of New
Hires

Information known as “new hire data” is currently
available to the Support Enforcement Division (SED) of
the Department of Justice.  Employers in the state are
required to report to SED within 14 days the names of
employees hired or rehired.  Under current laws this
information is currently available only to SED, but it could
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prove valuable to other collection units trying to locate
missing debtors or determine if their debtors become able
to pay.  If an agency were able to find out in a timely
manner that one of its debtors had just been hired, it would
not only know the debtor now had a means to pay but also
his or her location.  Some agencies now access hiring data
the Employment Department gets from employers in
relation to unemployment insurance taxes, but this data can
be as much as six months old by the time quarterly reports
are run.  As stated previously, speed is critical in
collections.  Access to the SED “new hire” data could
allow agencies to garnish wages they might otherwise not
know about.

IMPROVING COLLECTIONS
THROUGH USE OF
TECHNOLOGY

Oregon agencies can increase the efficiency and
effectiveness of their collection efforts by making use of
technology.  Technology can enable agencies to work more
accounts faster and to track results more accurately without
adding personnel.  Because agencies have multiple
demands on limited resources, and many agencies view
revenue collection as secondary to delivering certain
services, Oregon agencies have not made beneficial
enhancements to existing technology or adopted other
useful technologies that are available.

1. Enhancements of Agencies’ Existing Technology

One agency, the Department of Revenue, is successfully
using technology to automate the assignment of accounts to
its Tax Unit collection agents via on-line terminals.  The
benefits of this technology are not currently available to the
OAA, however.  The Tax Unit agents see what accounts
they need to work each day and all relevant details about
those accounts on their terminals.  Because of certain
technical problems, the OAA agents do not benefit from
this feature.

The OAA agents must manually load their own work
queues from hard-copy lists of assigned accounts.  The
OAA, in August 1995, requested that the computer services
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section resolve the problems, but other matters have been
given priority.  Consequently, OAA personnel estimate
they spend more than four hours per agent each month on
tasks the computer could do for them.  Because the OAA
collects nearly $390,000 a year per each full-time agent,
we estimate that on a unit-wide basis, this use of agents’
time is costing DOR about $150,000 each year in forgone
collections.  DOR computer services personnel estimated
OAA’s requested computer enhancement would cost less
than $20,000.

The Employment Department also has an opportunity to
adopt existing technology to save time and money.  The
Departments of Revenue, Transportation, and Consumer
and Business Services and the Adult and Family Services
Division all have on-line terminal access to Driver and
Motor Vehicle Services (DMV) records, but the
Employment Department does not.  DMV records are
routinely used by collection agents to locate debtors.  The
Employment Department agents must phone DMV to
request the information, wait until DMV personnel can take
the request, and then wait again while DMV personnel
retrieve the information.  Direct on-line terminal access
would encourage Employment Department agents to
request DMV information more often, which would help
them collect their accounts faster.

The Adult and Family Services Division and the
Department of Consumer and Business Services need
computer programming enhancements to provide certain
collection management information currently available to
other agencies.  AFSD and DCBS computer systems do not
produce periodic summary level “aging reports” of
delinquent debts.  An aging report summarizes account
balances into age categories (i.e., one month, six months,
one year, etc.) depending on how long the debts are
overdue, and provides management with an overview of
the success of its collection efforts.

Aging of accounts is a standard practice recommended by
the Oregon Accounting Manual.  Debts get harder to collect
the longer they are overdue.  Without summary level aging
reports, managers cannot adequately monitor aging trends
and make informed judgments on how best to apply
collection efforts.  As a result, collection resources may
not be used in the most effective manner and collections
may decrease.
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The Employment Department Benefits Overpayment
Collection unit could use the services of the Department of
Revenue’s Other Agency Accounts unit more effectively by
resubmitting “rejected” accounts.  When state agencies
submit accounts to the OAA for offset against income
refunds due to the debtors, the OAA “rejects” accounts for
which it cannot find a prior or current record of tax return
filing.  Two major users of the OAA, the ODOT Weight-
Mile Tax unit and the AFSD Benefit Overpayment
Recovery unit, routinely resubmit such “rejected” accounts
for subsequent match because some debtors later file tax
returns.  The Employment Department, which has had about
$1.5 million of such accounts returned from the OAA, does
not resubmit its “rejects.”  The Employment Department’s
computer personnel stated they were unaware of a need to
do this.  In the past, the OAA has collected about 3 percent
of the balances for the Employment Department’s
“nonrejected” accounts.  If resubmitted accounts were
collected at only half this rate, the Employment Department
would receive an additional $22,000 from OAA.
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2. New Technology To Improve Collections

Two available technologies not currently used by some
state agencies can also improve collection activities:
integrated software packages designed specifically for
collection activities, and autodialing, which enables
collectors to call more debtors with less work.

Integrated collections software tracks dollar transactions
on accounts, allows collectors to post narrative histories of
actions taken, provides a tickler system to alert collectors
when follow-up actions are needed, and prioritizes
accounts in accord with management parameters.  These
features save time and allow collectors to concentrate on
locating and contacting debtors.  Private collection firms
we contacted use commercially available integrated
software packages with these features.  The Department of
Revenue has also implemented a system with these
capabilities.  The Weight-Mile Tax unit has software that
tracks only the dollar transactions in accounts.

ODOT collectors must manually post account action
history narratives on index cards, and must make written
notes to themselves on needed follow-up actions and
deadlines.  Consequently, ODOT collectors lose time
working with a cumbersome combination of manual and
computer records.  This is time they could spend on direct
collection efforts.  The ODOT collection unit collects
about $400,000 a year per full-time equivalent employee
(FTE).  An integrated software package that can serve as
many as eight collectors is available for $25,000, or only
about 6 percent of ODOT’s annual collections per FTE.

Autodialing is a technology not currently used by any of the
five agencies at which we did on-site reviews.
Autodialing systems automatically call preprogrammed
debtor phone numbers and display related debtor account
data on a viewing screen as the calls are made.
Autodialing enables collectors to make more contacts with
debtors in any given time period.  None of the agencies
have current information on this technology nor have they
recently studied the potential benefits to be derived from
using it.

Although autodialing technology has yet to be tried by state
agency collections units, we noted its use at two of the four
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private Oregon collection firms we contacted, the State
Scholarship Commission, and revenue and employment
departments in other states, including Florida, Wisconsin,
Arizona, Kentucky, and Iowa.  In addition, autodialing
technology is used by major commercial enterprises such
as Sony UK, GE Credit, and First Chicago Bank.

Although this technology may not be appropriate in some
agency collection units, units that typically make high
volumes of phone contacts, such as those at the Department
of Revenue and the Employment Department, may benefit
from it.  One private collection firm we contacted reported
that its autodialing system increased the number of contacts
each collector makes from 70-80 to 120-130 per day.

RECOMMENDATIONS

To improve the efficiency and effectiveness of the state’s
collection function through interagency coordination, we
recommend:

• State agency collection units and the Oregon
Department of Administrative Services form a
statewide collection committee to foster interagency
coordination on collection issues and sharing of best
practices.

• The Oregon Department of Administrative Services
and state agencies with collection units establish a
statewide vendor payment offset program.  A statewide
collection committee can be used to design and
coordinate such a program.

• The Adult and Family Services Division and the
Department of Consumer and Business Services
request legislative authority to perform administrative
garnishments.  Other agencies, such as the State
Scholarship Commission, have recently obtained such
legislative authority and may provide insight into this
process.

• State agency collection units use a statewide master
contract to hire private collection firms.  A statewide
collection committee could formulate contract
specifications.
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• State agency collection units conduct pilot tests to
determine how private collection firms can be used to
better advantage by the state. The agencies could use a
statewide collection committee to discuss the issues
and coordinate the tests.

• The Department of Revenue improve customer service
to other state agencies by providing weekly as well as
monthly reports of collections made by its Other
Agency Accounts unit for its state agency customers.

• State agency collection units should seek legislative
authority to access “new hire” data now being reported
by employers to the Support Enforcement Division of
the Department of Justice.

To improve the efficiency and effectiveness of the state’s
collection function through expanded use of technology, we
recommend:

• The Department of Revenue make the automated case-
handling features of its collection software available to
its Other Agency Accounts unit.

• The Employment Department obtain on-line terminal
access to Driver and Motor Vehicle Services data,
which its collectors currently must request by phone.

• The Employment Department routinely resubmit for
collection those accounts that are initially rejected by
the Department of Revenue’s Other Agency Accounts
unit.

• The Adult and Family Services Division and the
Department of Consumer and Business Affairs
collection units request their computer services
sections to provide them with monthly summary level
aging reports of delinquent debt accounts.

• The Department of Transportation use integrated
collections software for its Weight-Mile Tax unit.

• The Departments of Revenue and Employment and
other interested agencies review autodialing systems
currently available and determine whether use of such
systems would be beneficial in their collection units.
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REPORT DISTRIBUTION

This report is a public record and is intended for the information of the
management of the agencies included in the review, the governor of the state of Oregon,
the Oregon Legislative Assembly, and all other interested parties.

COMMENDATION

The courtesies and cooperation extended by the officials and staff of the agencies
included in this review were commendable and much appreciated.

AUDIT TEAM

Beth Taylor, CIA, Audit Administrator
Bob Jordan, CPA
Bill Rodriguez
Jason Stanley
Mary Nickelson
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APPENDIX A
DELINQUENT DEBT COLLECTION

STATISTICS FOR COLLECTION UNITS REVIEWED

1 2 3 4 5 6 7 8 9 10 11 12
Agency Delinquent

Debt Balance
12/31/95

Accounts
Added

During CY 96

Sum of
Column 1

and Column 2

Collected
In-House
CY 1996

Collected by
Benefit Offset

CY 1996

Collected by
Private Agency

CY 1996

Collected
by OAA
CY 1996

Total
Collections

CY 1996

Ratio
Total Collected
To Column 3

In-House
Collections per

FTE

Total Dollars
Collected per

FTE

Average
Account

Size

Comments About Debts

(See note A) (See note C)
Revenue (DOR)
Other Agency
Accounts Unit
(unrestricted)

$78,782,757 $19,123,776 $97,906,533 $10,430,017 N/A N/A N/A $10,430,017 10.65% $386,297 $386,297 $700 Debts are older because
the assigning agency has

already tried to collect.

DOR-OAA Unit
(restricted)

$509,255,855 $5,975,173 $515,231,028 $4,077,293 N/A N/A N/A $4,077,293 0.79% N/A N/A $4,400 Debts submitted for tax
refund offset only. No

active collections.

DOR-Tax Unit
Personal Income
Tax

$180,462,189 $116,300,945 $296,763,134 $70,551,317 N/A $377,590 N/A $70,928,907 23.90% $783,904 $788,099 $1,100 Personal income tax
generally seen as priority

by debtors.

Transportation
Weight-Mile Tax
Unit

$11,048,917 $3,624,574 $14,673,491 $1,997,805 N/A $1,000 $16,047 $2,014,852 13.73% $399,561 $402,970 $4,500 A high percentage of
accounts are in

bankruptcy status, where
collection efforts are not

allowed.
B

Employment-
Benefits
Overpayment

$21,620,874 $10,006,097 $31,626,971 $2,833,141 $1,189,759 N/A $532,750 $4,555,650 14.40% $446,989 $506,183 $1,200 Debtors likely have low
income.

Employment-
UI Tax and
Penalty Unit

$21,603,937 unavailable unavailable unavailable N/A N/A N/A unavailable unavailable unavailable unavailable N/A

B
Adult and Family
Services Benefits
Overpayments

$38,382,085 $9,120,766 $47,502,851 $2,394,449 $2,530,358 N/A $627,938 $5,552,745 11.69% $351,772 $396,625 $700 Debtors likely have low
income.

Consumer and
Business Services

$36,546,686 $10,659,195 $47,205,881 $2,485,437 N/A $97,036 $394,157 $2,976,630 6.31% $621,359 $744,158 $14,000 Many old balances.  No
collection unit before

1991.

Sources of Data:  Accounting records of each agency's collection units.

Note A:  Column 10 amounts are columns 4 and 5 amounts divided by applicable FTE for each unit.
Note B:  In-House Collections per FTE include the benefit offset amount since it is a collection tool used within the agency.
Note C:  Column 11 amounts are column 8 amounts divided by applicable FTE for each unit.
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APPENDIX B

STATUS OF COLLECTION
PRACTICES AT UNITS REVIEWED

Collection Practices DOR
Taxes

Receivable

DOR
OAA

Employment
Tax-

Penalties-
Interest

Employment
Benefit

Overpayment
DCBS

ODOT
Wt/Mile
Taxes

AFSD
Benefit

Overpayment

Collections personnel share best practices via
statewide collections committee.

No No No No No No No

Statewide vendor payment offset program
available.

No No No No No No No

Statewide master contract available for private
collection agency services.

No N/A N/A N/A No No N/A

Authority for administrative garnishments or
distraint warrants to speed collections.

Yes Yes Yes Yes No Yes No

DMV database available on-line for locating
debtors.

Yes Yes No No Pending Yes Yes

Agency uses automated letters to contact debtors. Yes Yes Yes Yes Yes Yes Yes
Summary aging reports available to aid
management of collection activities.

Yes Yes Yes Yes No Yes No

Individual account files electronically record
collection steps performed and other account
history information.

Yes Yes Yes Yes Yes No Yes

Use of autodialing technology. No No No No No No No
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