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Members of the Legidative Audit Committee:

This report contains the results of the performance audit of Inmate Regtitution and Child Support.
The audit was conducted pursuant to Section 2-3-103, C.R.S., which authorizes the State Auditor to
conduct audits of adl departments, ingtitutions, and agencies of state government. The report presents our
findings, conclusions, and recommendations, and the responses of the Department of Corrections, the
Department of Human Services, and the Divison of Child Support Enforcement.
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Authority, Purpose, and Scope

This performance audit was conducted pursuant to Section 2-3-103, C.R.S,, which authorizes the Office
of the State Auditor to conduct performance audits of al departments, indtitutions, and agencies of date
government.  The audit focused on the methods used by the Department of Corrections and the
Department of Human Servicesto ensurethat inmates pay their court-ordered restitution and child support.
Aspart of our audit work, weinterviewed representativesfrom the Department of Corrections, theDivison
of Child Support Enforcement, the State's four privately operated prisons, counties, judicid digtricts, and
selected other states. We aso compared restitution bal ances maintained in the Department of Corrections
database system with the information in the Judicia Department database to check for accuracy. In
addition, wevisted asampleof countiesto determinetheir proceduresfor implementing administrativeliens
to collect court-ordered child support. We aso contacted severa other statesto determinetheir policies
regarding mandatory deductions from inmate accounts for the payment of restitution and child support as
well as policies regarding mandatory savings accounts for inmates. Theaudit work, performed from June
2002 through December 2002, was conducted in accordance with generally accepted governmental
auditing standards.

We gratefully acknowledge the assistance and cooperation extended by management and staff at the
Department of Corrections and the Department of Human Servicesaswell as representatives from county
socid service departments.

Overview

According to the Department of Corrections (Corrections) staff, approximately 90 percent of al inmates
owe court-ordered restitution and about 15 percent owe child support. Colorado law provides
Corrections with the authority to use no less than 20 percent of dl depositsinto an inmate's bank account
to pay outstanding orders fromacrimina case or for child support. If aninmate owes both restitution and
child support, Corrections splits the amount deducted and applies 10 percent to restitution and 10 percent
to child support. Corrections Administrative Regulations exempt indigent inmatesfrom the mandatory 20
percent deduction.

For further information on this report, contact the Office of the State Auditor (303) 869-2800.

-1-
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Findings and Recommendations

Our audit identified the following aress for improvement:

Accuracy of Restitution Information. Corrections maintains an internd computer system
known as DCIS to track inmate restitution debt and baances. Corrections can aso access
restitutiondebts and balancesin the Judicial Department's I ntegrated Colorado On-Line Network
(ICON) through the Colorado Integrated Criminal Justice Information System (CICJS). We
reviewed a sample of 239 restitution cases involving 120 inmates and found that the restitution
ordered in DCIS did not match that ordered in ICON in 80 (33 percent) of the cases. This
resulted in a potential net undercollection of $128,000 for the sample done, which ismorethan 5
percent of Corrections total average annud restitution collection of $2 million. We found smilar
issues regarding the amount of restitution owed by parolees.

| ssuance of AdministrativeLiens. Statelaw requiresthat Correctionsreceivean administrative
lien prior to deducting child support payments from deposits to an inmate's bank account. The
Divison of Child Support Enforcement in the Department of Human Services has delegated the
actua issuance of the liens to the individua counties. The counties determine whether or not to
issue liens on a case-by-case basis. In our sample of 10 counties, we found that some counties
were incondgtently issuing liens, while othersweretaking severd monthstoissuetheliens. In July
2002, there were 1,500 inmates who had failed to pay child support for more than 45 days.
Assuming an average period of incarceration of 24 months, we estimate that between $302,000
and $605,000 could have been collected for child support. Counties and the Division expressed
legitimate concerns about the cost of administering collections for smal dollar amounts on many
inmate child support payments. However, autométic issuance of administretive liens at the sate
level could be a cogt-effective solution for increasing the timely collection of child support from
inmates.

Effective Implementation of Administrative Liens. We found that Corrections does not
conggtently implement adminidrative liensfor those inmates who participate in the Prison Industry
Enhancement (PIE) Certification Program. Inmatesin this program are paid the local prevailing
wage and therefore have the ahility to pay significantly more child support than other inmates.
Smilar concernswereraised about thetimely transfer of lienswhen aninmate movesto aprivatey
operated facility. Failure to properly implement the liens for inmates in the PIE program or those
transferred to a private prison means that consistent child support payments are not being made.
Central processing of al liens or improved controls over the transfer of liens should ensure the
congstent payment of child support.

Mandatory Deductions. Currently, Corrections only deducts the minimum required by statute
frominmate accounts, even though the satute allows Correctionsto deduct more than 20 percent.
We found that inmates are often spending three times more on persond items from the prison
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Canteen each month than they pay toward their court-ordered regtitution or child support. For
example, we examined the expenditures of a sample of 43 inmates who owed regtitution or child
support. For afour-month period, we found these inmates paid atotd of $1,000 for child support
and $900 for restitution while spending $6,400 on items from the Canteen. We spoke with
representatives from 12 other states that have mandatory deductions for retitution and child
support. Noneexpressed concernswith maintaining amandatory deduction amount that exceeded
Colorado's 20 percent requirement. Raising the mandatory deduction could increase restitution
and child support payments while aso leaving inmates with a reasonable amount for persond
expenditures.

Inactive Accounts. Corrections annually consolidates the money in inactive accounts and
transfers these funds to its Canteen and Library Fund. In Fisca Year 2002, Corrections
transferred $23,000 from inactive accounts to the Canteen and Library Fund. Inactive accounts
can result from the desth of an inmate with no known heir or when aformer inmate fails to daim
funds deposited after his or her releasefrom custody. Transferring the money ininactive accounts
to the Canteen and Library Fund results from aMarch 1982 Federal Court Agreement related to
aclassaction lawsuit filed by inmatesthat required Correctionsto transfer the money inaninmate' s
account to the Canteen and Library Fund if unable to locate a former inmate or his estate within
one year. This Court Agreement may conflict with Colorado's unclaimed property and probate
satutes. Corrections should seek an Attorney Generd's opinion to determine which takes
precedence. Once this determination has been made, we bdieve that Corrections should seek
judicid or statutory authority to use the money ininactive accountsto pay court-ordered restitution
or child support, or to otherwise benefit victims of crime, rather than placing the funds in the
Canteen and Library Fund, for the benefit of inmates.

Mandatory Savings Accounts. Corrections believes that inmates should have about $1,500
uponreeasefrom prison. In June 2002, the 368 inmates rel eased from Colorado prisons|eft with
approximately $145 each including $100 given to dl inmates upon their release by Corrections.
Creation of mandatory savings accounts for inmates could result in inmates having the money
needed for a successful reentry into their community. Also it could reduce the need to use generd
funds to pay the $100 given to dl inmates upon their release. Based on the average monthly
deposit of $84 into an inmate's account and the average length of stay of 24 months, a 10 percent
deduction of dl deposits would result in a balance of $200 in an inmate's mandatory savings
account while reducing generd fund expenditures. We spoke with representatives from six other
statesthat haveimplemented mandatory savingsaccounts. Noneof these statesreported problems
related to the implementation of mandatory savings accounts.

Our recommendations and the responses from the Department of Corrections, the Department of
Human Services, and the Divison of Child Support Enforcement can be found in the Recommendation
Locator on pages 5 and 6 of this report.



RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency Implementation
No. No. Summary Addressed Response Date
1 15 Ensure the accuracy of restitution information by accessing Department of Agree 08/31/03
more detailed financial information from the Judicial Corrections
Department's database.
2 17 Develop a process to create a quarterly datamatch of inmates Division of Child Agree Implemented
who owe child support and distribute it to the counties. Support
Enforcement
Department of Agree 5/01/03
Corrections
3 17 Work with counties to consistently use the datamatch to Division of Child Agree Ongoing
maximize child support collections and to achieve all Support
performance goals. Enforcement
4 20 Automatically issue administrative liens for all incarcerated Division of Child Agree 12/31/03
noncustodial parents with a valid child support order. Support
Enforcement
5 21 Establish effective controls for the timely transfer and/or Department of Agree 11/30/02
implementation of administrative liens for inmates in private Corrections
facilities and the Prison Industry Enhancement (PIE)
Certification Program.
6 22 Develop procedures to prevent premature closure of child Division of Child Agree 12/31/03
support cases involving inmates, reopen any improperly closed Support
cases, and provide training to all county personnel regarding Enforcement

case closure requirements.




RECOMMENDATION LOCATOR

Rec. Page Recommendation Agency Agency Implementation
No. No. Summary Addressed Response Date
7 25 Require the Private Prison Monitoring Unit to verify the Department of Agree 09/23/02
accuracy of deductions for restitution and child support and Corrections
ensure that such payments are submitted properly.
8 27 Ensure that all deposits for inmates participating in the Prison Department of Agree 04/01/03
Industry Enhancement (PIE) Certification Program are subject Corrections
to the statutory 20 percent deduction.
9 30 Consider increasing the 20 percent mandatory deduction for Department of Partially Agree Fiscal Year 2004
restitution and child support. Corrections
10 31 Seek statutory changes to allow Corrections to send a portion of Department of Agree 10/01/03
any inmate's TABOR refund to the Family Support Registry to Human Services
pay child support obligations.
Department of Agree 10/01/03
Corrections
11 35 Seek clarification regarding, a) the law governing monies in Department of a. Agree a. 06/30/03
inactive accounts and, as appropriate, b) seek court or legislative Corrections b. Partially b. 06/30/03
approval to use the money in inactive accounts to pay restitution Agree
or child support or for other programs benefitting victims of
crime.
12 37 Implement a mandatory savings account for all inmates. Department of Partially Agree Fiscal Year 2004
Corrections




|nmate Restitution and Child
Support

Background

The Colorado Department of Corrections (Corrections) currently has lega custody of
more than 18,400 inmates, approximately 16,400 of whom are incarcerated in prison
facilities. Approximatdy 2,000 inmates are in local community corrections programs or
county jails. Corrections houses gpproximately 14,000 inmatesin State-owned facilities
and uses contracts to place about 2,400 in county prisons operated by private vendors.

Corrections establishes and maintains an account for al fundsbelonging to eechinmatein
aprison facility. Depositsinto inmate accounts come from avariety of sources, including
pay earned for atending educationa classes or working for either the correctiond facility
or Correctional Industries, proceeds from the sae of hobby items, receipt of tax refunds,
and money sent from family and friends. The Executive Director of the Department of
Corrections has the statutory authority to assess an inmate' s ahility to pay court-ordered
restitutionor child support. Corrections may deduct aportion of depositsinto aninmate' s
account for purposes of paying such obligations. According to Section 16-18.5-106(2),
C.R.S,, no less than “twenty percent of dl deposits into an inmate's bank account,
induding depositsfor inmate pay, shall be deducted and paid toward any outstanding order
fromacrimind caseor for child support.” Corrections' Administrative Regulationsexempt
indigent inmates from the mandatory 20 percent deduction. Indigent inmates are those
who aremedicaly incapable of working or thosewho haveinsufficient funds (e.g., deposits
of less than $7.60 per month and account baances of less than $10 for the previous 30

days).

According to Corrections gtaff, approximately 90 percent of al incarcerated inmates
currently owe court-ordered restitution, and approximately 15 percent owe child support.
As described below in greater detail, enforcement of restitution and child support orders
is an important public policy of the State as expressed in Satutes.

Restitution Orders

By datute, every order of conviction shal include consideration of redtitution. Regtitution
is defined as losses suffered by avictim because of an offender's conduct, the amount of
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which can be reasonably caculated and repaid inmoney. Lossesqudifying for restitution
may include out-of -pocket expenses, interest, loss of use of money, and anticipated future
expenses. Redtitution is assessed by the judge in criminal cases and is considered part of
aninmate's sentence. In addition to restitution, the judge typically ordersthe defendant to
pay standard costs including court-ordered fines, fees, late payments, and penaties and
assessments, such as the drug offender surcharge.  After sentencing, district court
personnel enter restitution and other information into the Judicia Department’ s Integrated
Colorado On-Line Network (ICON). Corrections can access some of the restitution
informationin ICON through the Colorado Integrated Crimind Justice I nformation System
(CIC2S).

The General Assembly has declared in Section 18-1.3-601, C.R.S., of the Colorado
Crimina Code that payment of retitution, in addition to compensating victims of crime,
sarves the following public policies:

* Isa“mechanian for the rehabilitation of offenders”
* Is*“recognized as adeterrent to future crimindity.”
» “Will ad the offender in reintegration as a productive member of society.”

Corrections gatutes declare asmilar legidative intent with respect to restitution owed by
current inmates and parolees. In addition, Section 17-28-102, C.R.S.,, States that:

The department shall, as a means of assgting in the rehabilitation of
persons committed to its care, including persons placed in community
correctiona facilities or programs, establish programs and procedures
whereby such persons may contribute toward retitution of those persons
injured as a consequence of their crimind acts.

Together, these statutes establish astrong public policy infavor of restitution payments by
inmates and parolees.

Whenaninmateis sentenced to prison, Correctionsrecelvesamittimus, which isthe court
document that alows Corrections to hold the inmate. The mittimus contains both
sentencing and restitution information. After the restitution order amounts are entered into
Corrections inmate accounts system, Corrections can begin deducting the mandatory
amount from each deposit made into an inmate's account. According to Corrections
records, snce inception of this requirement in Fiscal Year 2001, mandatory deductions
have generated anannua average of about $2 million toward restitution payments. At the



Report of The Colorado State Auditor 9

end of each month, Corrections sends a check to each of the 22 judicid didtricts
accompanied by alist of each inmates payment amount. The judicid digtricts then
distribute the money to the proper recipient based on the restitution order for each inmate.
Wheninmateshavemultiplerestitution orders, Section 16-18.5-106, C.R.S,, providesthat
Corrections “may equitably gpportion paymentsamong outstanding obligations.” Pursuant
to this authority, Corrections has a policy of crediting payments to the oldest restitution
order first.

Child Support Orders

According to July 2002 figuresfrom the Divison of Child Support Enforcement withinthe
Department of Human Services, there are approximately 2,400 inmateswho are required
to pay child support. Of this number, approximately 1,500 were more than 45 days
ddinquent at that time. Their casesrequired enforcement action by the State. The Divison
isresponsiblefor ensuring that al noncustodia parents meet their child support obligations,
induding inmaes. The Divisdon has authorized the individud counties to adminiger the
child support enforcement program.

It isthe State’ spalicy to ingtill persond responsihbility in parents owing child support. The
legidative declaration in the Colorado Child Support Enforcement Act, at Section 26-13-
102, C.R.S,, provides asfollows:

The purposes of this article are to provide for enforcing the support
obligations owed by absent parents, to locate absent parents, to establish
parentage, to establish and modify child support obligations, and to obtain
support in cooperation with thefederad government pursuantto TitlelV-D
of the federd "Socia Security Act,” as amended, and other applicable
federd regulations.

Pursuant to thislegidativedecaration, Child Support Enforcement hasapolicy of enforcing
regular child support paymentseven at very low dollar levelsin order to promote persona
respong bility among noncugtodid parents.

In order for countiesto collect child support from an inmate incarcerated in a correctiona
fadlity, the county must send an Administrative Lien and Attachment (lien) to the
Depatment of Corrections. The lien authorizes Corrections to subtract the mandatory
deduction from every deposit into an inmate's account to pay child support obligations.
Once a month, Corrections sends the child support payments directly to the Family
Support Registry. The Family Support Registry processes the payments, which are then
sent ether to the individual counties to cover previous public assstance payments or
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directly to the custodia parent or legd guardian. If an inmate owes money on more than
one child support order, the money withheld by Corrections for child support is split
between the different orders. Therefore, if an inmate owes both restitution and child
support, only 10 percent of the mandatory 20 percent deduction will be split between the
multiple child support orders.

Audit Scope

Our audit work focused on mandatory deductions frominmate accounts for the payment
of restitution and child support. We examined the methods used by Correctionsto deduct
and submit court-ordered restitution and child support payments. We aso reviewed
Corrections proceduresfor ensuring privatefacilitiesand the Prison Industry Enhancement
(PIE) Certification Program comply with the mandatory deduction requirements. Our
review included an anaysis of the computer systems used by Corrections and judicid
digrictsto maintain restitution information. In addition, we examined the Divison of Child
Support Enforcement's and the individua counties policies and practices for collecting
child support from incarcerated noncustodial parents. Finaly, we evaluated Corrections
policy of deducting only the minimum amount alowed by statute, and examined whether
an increase in deductionsis reasonable.



11

Administration of Inmate
Restitution and Child Support
Deductions

Chapter 1

| ntroduction

We examined how state programs ensure that inmates pay their required restitution and
child support obligations. We found that the Department of Corrections (Corrections) is
relying on its own records for retitution balances and that these records do not aways
agree with information available from Judiciad Department records. The andyss dso
revealed weaknesses in the policies and procedures for collection of child support at
Corrections, the Divison of Child Support Enforcement and the individua counties that
adminigter the child support enforcement program. As described in greater detail in the
following pages, we found that the State and the counties are falling short of potential
collections for child support for avariety of reasons. These reasonsinclude problemswith:

» Underutilization of data matching capabilities.
e Untimey issuance of adminidrative liens.

* Inadequate implementation and monitoring of liens and inmate obligations at the
P E program and private prisons.

¢  Premature case closure.

Accuracy of Restitution I nformation

Crimind justicerecords concerninginmatesarefoundin at least three state databases. The
Colorado Integrated Crimina Justice Information System (CICJS) is an integrated
computer information system that links information from five saelevd crimind justice
agencies including the Department of Corrections, the Colorado Bureau of Investigations,
the Divison of Youth Corrections, the Didtrict Attorneys Council, and the Judicia
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Department. This system is intended to dlow dl crimind justice agencies to track
offenders through the crimina justice system from arrest and prosecution to adjudication
and incarceration. Depending on their security clearance, agencies can access various
information regarding inmates by requesting information from, or querying, the CICJS
system. CICJISthen pullstherequested informationfrom thevariousagencies databases.
The database used most often by Correctionsthrough CICJISisthe Integrated Colorado
On-Line Network (ICON), which is the Colorado Judicial Department’s case
management information system. ICON contains information on restitution debts and
balances. Corrections, however, dso maintainsitsowninternal computer system to track
restitution debt and balances called the Department of Corrections Information System
(DCIS). DCIS is used by Corrections to track inmate activity, sentencing, financia
obligations, and details related to incarceration.

We found that restitution orders and balancesin DCIS and ICON often do not match and
that the Judicial Department’s eectronic database, ICON, contains more up-to-date
information. To test the accuracy of the information in both DCIS and ICON, we first
sampled 30 inmates with redtitution cases from various counties and compared the
informationin ICON, with the hard copy file kept at thejudicid digtrict. Wefound that the
information in ICON did, for the most part, agree with what wasin the digtrict court file.
Our audit work showed that Corrections does not always cross-check DCI S restitution
information againgt the information maintained in ICON. We caculated the difference
between the restitution amounts listed in ICON and DCI S for a second sample of cases.
We reviewed a sample of 239 redtitution cases covering 120 inmates and found that the
amount of the restitution ordered asdetailed by DCIS and ICON did not matchin 80 (33
percent) of the cases. For the casesin our sample where ICON listed ahigher retitution
amount than DCI'S, Corrections could be undercollecting restitution by amost $160,000.
For those caseswhere DCI Slisted ahigher retitution amount, if Correctionshad collected
the entire amount it would have overcollected by gpproximately $32,000.

This comparison of records a a sngle point in time reveds that Corrections may be
undercollecting significant amounts of redtitution over time.  Fird, an error rate of 33
percent in a smal sample of 239 cases affecting only 120 inmates suggests that the
discrepancy could be much larger across the entire inmate populaion owing retitution.
Corrections staff estimate that about 14,800 of the State's 16,400 incarcerated inmates
(90 percent) owe restitution. Second, the one-time net discrepancy of $128,000 in
potentiad undercollection is more than 5 percent of Corrections tota average annud
restitution collection of $2 million. Whilewe cannot quantify the restitution dollars actualy
lost over a given period of time, it could be sgnificant based on the error rate that we
found.
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Smilar problems exist in the parole area.  In our 1998 Division of Adult Parole
Supervision Performance Audit, wefound that the parole orderswhich detall theamount
of regtitution owed by the parolee often listed an incorrect amount of restitution. For the
vast mgjority of parolees, paying off any court-ordered restitution isacondition of parole.
Therefore, the parole order should accurately reflect the amount of restitution owed. The
incorrect amounts occurred because Corrections provided the Parole Board with
retitution information from DCIS based on the origina court documents (mittimus). This
information did not reflect any payments made while the individua was incarcerated.

To obtain updated information, we reviewed a sample of 52 parole orders for 49
individuds currently on parole in the Denver area to determine if Corrections had made
changes to ensurethat parole orders correctly reflect the amount of restitution owed at the
time of parole. We found that Corrections continues to provide the Parole Board with
restitution information from DCI S based on the origind court documents (mittimus).

Thissampleof 52 parol e ordersa so showed the sameincons stency between Corrections
records and court records noted earlier in this chapter with respect to deductions from
inmate accounts. We found that the restitution amounts on 44 (85 percent) of these 52
parole orders listed a higher amount of restitution than ICON showed the parolee owing
a the time he or she began parole. These parole orders required $20,000 in regtitution
above the amount actually owed according to court records.

Inaddition, for these same 49 parolees, Corrections database showed origind restitution
amounts and current amounts above or below the amounts shown in the Judicia
Department’ s database. For 16 cases (31 percent) from our sample, the amount of the
origind restitution owed differed between DCISand ICON. In 27 cases (52 percent), the
current amount owed by the parolee differed between the two systems.

Corrections could eiminate the risk of undercollection and the need to further audit the
potentia dollarslost by updating itscomputer query to capture more specific datafromthe
Judicia Department’s database. Corrections staff need to have access to more detailed
information such as the Financid Summary and the Register of Action screensin ICON.
These screens provide specific financid information regarding the amount of retitution
owed and dl payments recelved from any source to pay off the redtitution orders.
Updating Corrections current query to capture these screens would make reconciling
informationdiscrepancieslesslabor-intensve. Currently whendiscrepanciesareidentified,
Corrections staff have to contact individua judicid didtricts directly to request paper
restitution documentation to verify both debt and baance information.
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By modifying its CICJS query to access more detailed information from ICON,
Corrections could accomplish the following improvements related to potentid errors in
restitution collections:

Monitor outsiderestitution payments. Activeredtitution casesaremaintained
by the judicia digtricts. Often judicia didricts receive payments on retitution
orders from outside sources, such as the inmate' s family or friends. When these
payments are posted to the ICON system at the judicid digtrict, the restitution
balanceisupdated. However, judicid districtsdo not notify Correctionsregarding
any reditution payments recelved fromoutside sources. In addition, Corrections
current CICJIS query is unable to access any details about outside payments. In
such cases, Corrections staff see adifference between the DCI'S balance and the
baance in ICON, but cannot aways identify the reason for the discrepancy. A
more detailed query of ICON data would quickly resolve any discrepancies.

| dentify restitution cases with multiple defendants. Some restitution cases
have multiple defendants who are assessed alump sum restitutionorder. Insuch
cases, the payment of redtitution isajoint and severd respongbility, pursuant to
which each inmate is obligated to pay the entire amount if the others do not pay.
According to Corrections staff, each inmate' s mittimus would indicate that he or
she owes the entire regtitution amount. Payments made by one inmate on behalf
of the regtitution order should be credited to &l of the inmates accounts.
However, Corrections staff indicated that when joint and severd redtitution
paymentsare madethejudicia districtsdo not aways properly credit the payment
todl of theinmates. Thisresultsin discrepancies between thefinancid information
iNICON and DCIS. Accesstothefinancid informationin ICON would diminate
the need for Corrections saff to obtain documentation from the judicia didtricts.

Prevent termination of deductionsbefor er estitution ordersarepaidin full.
If DCIS shows a lower restitution balance than ICON, Corrections could
prematurely end automatic deductions for an inmate before a redtitution order is
pad in full. Animproved query alowing greater access to ICON information
would minimize such occurrences.

Provide documentation for inmate inquiriesgrievances. Corrections is
required to answer dl inmate inquiries and grievances concerning their accounts
and to provide account documentation when necessary. Having accessto detailed
ICON information would dlow Corrections dtaff to print documentation
immediately, without relying onjudicid didtrictsto providethe documentation each
timethereisan inquiry.
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Using an updated CICJS query to reconcile the restitution information in the Corrections
database with the information in the Judicid Department’ s ICON database would ensure
that Corrections deductsthe proper amount of restitution frominmatefunds. It would also
ensurethat Corrections knowsthe true amount of restitution owed by aparoleeat thetime
he or she begins parole. Accurate restitution information on the parole order would give
both the Parole Board and the parole officer a clear picture of how much the parolee
needsto pay during the parole period. Corrections concurs that the DCIS system can be
programmed a minima expenseto flag an inmate's record when the system indicates that
aredtitution order ispaidinfull. Onceaninmate srecordisflagged, Correctionscan verify
restitution orders and ba ances through Judicid’ s ICON system. Corrections should dso
be able to flag those inmates scheduled for parole and performasimilar reconciliation for
their restitution balances to ensure that the parole order accurately reflects the amount of
redtitution still owed.

Recommendation No. 1:

In order to ensure it has accurate restitution informetion, the Department of Corrections
should:

a. Modify its use of the Colorado Integrated Criminal Justice Information System to
access detalled information from the Judicia Department’s ICON system,
including the Financid Summary and Register Of Action screens.

b. Program the Department of Corrections Information System (DCIS) to require
verification of dl redtitution cases dassfied as paid in full and for those inmates
scheduled for parole against ICON to ensure that the restitution information in
DCISis correct.

Department of Corrections Response:

a. Agree. The Department implemented this change in August 2002.

b. Agree. The Department implemented verification of dl restitution cases paid
in full in October 2002. The Department will implement an automated
program to use restitution balances from ICON for inmates that are going to

parole beginning in August 2003.

Implementation Date: August 31, 2003.
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Frequency of Child Support Data
Matching

The Divison of Child Support Enforcement (Division) periodically provides each county
withalig of al noncustodia parents sentenced to Corrections. The Division compilesthis
list by matching its data.on open child support cases with alist of dl incarcerated inmates
and parolees provided by Corrections. The main purpose of this “datamatch” isto aid
counties in locating individuas who are sentenced to Corrections and who have an open
child support case pending in their county. The datamatch provides vauable additiona
information to county child support technicians working to provide child support services
on their cases, such as the location of an inmate for purposes of commencing an action to
establish paternity.

The datamatch is not issued regularly by the Divison of Child Support Enforcement. We
bdieve the counties could better use the datamatch if it were produced and distributed
regularly. Corrections has agreed to begin sending the necessary inmate information
automaticaly to the Divison on a quarterly basis. The Divison , in turn, needs to
automaticaly issue the datamaich to the counties on a quarterly basis so they can locate
individuas who aready owe child support or those for whom paternity needs to be
determined.

We ds0 found that counties are not fully utilizing the datamatch to maximize collection of
child support. We reviewed the files of 89 noncustodid parents listed on the February
2002 datamatch. The county technicianswere provided thelocation of theseincarcerated
individuds in February 2002. As of July 2002, however, it appeared that the technicians
did not redize 34 of the individuas were incarcerated, because they were sill using the
Divison's computer system to try to locate the noncustodia parent.

Using the datamatch to maximize collectionsisimportant to the State, the counties, and the
custodia parentswho lose potentid child support payments. It aso impacts the counties
ability to meet established performance gods. Achievement of these performance gods
impacts the amount of federa incentive funds Colorado isdligibleto receive. Thesegods
include:

» Cadllecting a percentage of monthly child support obligations.

» Collecting from a percentage of cases with arrears.

» Egablishing paternity in open cases without a paternity determination.
» Establishing child support orders for as many cases as possible.

» Cadllecting as much as possible of the total child support due.
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Effective use of the datamatch by the counties will enhance collections. The counties will
know sooner thewhereabouts of incarcerated inmateswho have been ordered to pay child
support. Thiswill, in turn, lead to earlier issuance of adminidrative liens and increased
collections from inmates. The datamatch aso provides information on the location of
potential noncustodia parentsfor the purposesof establishing paternity and achild support
obligation.  In addition, the datamaich dlows counties to continuoudy track the
whereabouts of incarcerated noncustodia parents. Since the datamatch also containsthe
names of parolees, it lets counties know when inmates are released so they can take steps
to issue an income assgnment and continue to collect child support payments.

Recommendation No. 2:

The Divisgon of Child Support Enforcement should work with the Department of
Corrections to develop a process for creeting the datamatch of inmates to child support
cases and digtributing it to the counties on at least a quarterly basis.

Division of Child Support Enforcement Response:

Agree. TheDivison of Child Support Enforcement will work with the Department
of Corrections to develop an automated quarterly datamatch. The Divison of
Child Support Enforcement currently hasrequested and isreceiving quarterly data
matches from the Department of Corrections.

Implementation Date: Implemented.

Department of Corrections Response:

Agree. The Depatment of Corrections believes it has been cooperative in
providing information for the datamatch in the past. The DOC will implement a
system to automaticaly submit this data on a quarterly basis to the Divison of
Child Support Enforcement effectivein May 2003.

Implementation Date: May 1, 2003.

Recommendation No. 3:

The Divison of Child Support Enforcement should work with the counties to ensure
consstent use of the information in the datamatch to maximize both child support
collections and achievement of dl performance goals.
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Division of Child Support Enfor cement Response:

Agree. The Divison of Child Support Enforcement will work with counties to
ensure that paternity is established and child support orders are enforced

appropriately.

Implementation Date: Ongoing.

Automatic | ssuance of Administrative
Liensfor Child Support

The Colorado General Assembly passed legidation in 2000 alowing the collection of child
support from inmates usng an adminidrative lien. Pursuant to its Satutory authority, the
Divison of Child Support Enforcement delegated the issuance of liensto the county child
support enforcement offices. Wefound that the centralized issuance of adminidrativeliens
by the Divison may be a more effective method of enforcement.

In the Fal of 2001, the Divison implemented a statewide process that encourages the
counties to issue adminigrativeliensfor al incarcerated noncustodia parents. Legaly, the
Department of Correctionsmust receive alien beforeit can deduct child support payments
from deposgits to an inmate's bank account. While counties have made some progressin
increasing collections since theintroduction of thisnew enforcement method, wefound that
counties do not dways issue liensin atimey manner.

Aspart of our audit work, we obtained information from 10 countiesto determinetheir use
of theadminigtrative lien process. Wefound that some countieswereinconsistently issuing
liens, while otherswere taking several monthsto issuetheliens. From these counties, we
selected a sample of 82 inmates on the February 2002 datamatch who had been ordered
to pay child support but were listed as not currently paying. We found that counties hed
not issued liens on 71 of theinmatesin our sample, or closeto 87 percent. Thereasonfor
the low rate of issuing adminigtrative liens gppears to be the counties concern that the
costsof recovery exceed the benefits. Accordingto Correctionsstaff, on average, inmates
receive $84 per month in deposits and are incarcerated for approximately 24 months.
Based on this information, the mandatory 20 percent deduction from dl deposits would
generate gpproximately $400 per inmate over the two-year period. |If the inmate owed
only child support, this entire amount would go to child support. If theinmate owed both
child support and restitution, just over $200 would go to child support.



Report of The Colorado State Auditor 19

The Divison of Child Support Enforcement and the counties dso informed usthat acore
part of their mission isto teach noncustodia parents to provide financid support to their
children regardless of the actua amount paid. Even if an adminidrative lien generates a
amdl amount of money, it reenforces persond respongbility. All of the agenciesinvolved
in the child support collections process recognize the importance of reinforcing
accountability among noncustodia parents through regular payments. According to the
Dividon, regular payments, however smdl, can build a sense of long-term commitment,
which may lead to increased dollar collectionsin the future when inmates are out of prison
and employed.

In addition, whilethe amountsinindividua casesmay be smal, inthe aggregatethe dollars
involved are Sgnificant. For the dmost 1,500 inmates categorized as not paying on the
July 2002 datamatch, the counties have the potential to collect a tota of between
$302,000 if theinmates owe both restitution and child support and $605,000if theinmates
owe only child support (24 months average incarceration).

Even when counties choose to issue liens, there is sometimes a dday of severa months
between the time the county is notified that the noncustodia parent isincarcerated and the
issuance of the lien. This reduces the amount of child support that can be collected from
the inmate. A routinedday of four monthsin issuing lienson ddinquent inmates potentialy
costs needy families and the State an average of between $50,400 and $100,800 in lost
child support payments from the 1,500 inmates categorized as nonpaying.

The countiesand the Division expressed | egitimate concerns about the cost of administering
callections for smal dollar amounts on many inmate child support payments. Centraizing
the issuance of the adminidrative liens a the state level could be a cost-effective solution
that will increase timely collection of child support payments from incarcerated
noncustodid parents. The Divison dready uses a centralized process to issue
adminigrative liens within 10 days against workers compensation benefits claimed by
noncustodid parents owing child support. Centralized issuance of liens againgt workers

compensation benefits results in early collection of child support payments. Having the
Divison of Child Support Enforcement automaticaly issue the liens for inmates based on
quarterly data matching from Corrections will ensure that inmate deposits are subject to
the mandatory child support deductionsearlier. The Divison supportstheimplementation
of automatic issuance of adminigrative liens againg incarcerated noncustodia parentsand
reports that it has placed the necessary system reprogramming on its "should do” list at a
cost of $51,000.

During our review of adminigrative liens, we noted unusud fluctuationsin the inmate child
support delinquency classificationson the February 2002 and July 2002 datamatches. For
example on the February 2002 datamatch, we found atota of 1,800 inmates who owed
child support. Approximately 1,000 of theseinmates had not made apayment in 45 days
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and were therefore delinquent. The July 2002 datamatch listed atotal of 2,400 inmates
who owed child support with 1,500 categorized as not paying for at least 45 days. We
brought this to the attention of Divison staff who informed us that they would review the
dataand reporting proceduresto determineif thereareany dataor classification problems.

Recommendation No. 4:

The Divison of Child Support Enforcement should develop policies and procedures
regarding the automatic issuance of adminidrative liens for dl incarcerated noncustodia
parents with a child support order.

Division of Child Support Enfor cement Response:

Agree. The Divison of Child Support Enforcement has scheduled the
development and implementation of an automated adminidrative lien to the
Department of Corrections effective December 31, 2003.

Effective Implementation of
Administrative Liensfor Child Support

The counties send al adminigtrative liens for child support to the Department of
Corrections central inmate accounting office for processng. We found that Corrections
does not ensure the timely implementation of those liens for inmates participating in the
PrisonIndustry Enhancement (PIE) Certification Program. Inaddition, wediscovered that
liens for inmates in private facilities are not conggtently trandferred or implemented in a
timely manner. Asaresult, continuous payments on child support orders were not made
for these inmates.

Inmates in the PIE program are paid the local prevailing wage and therefore are able to
pay significantly more child support than other inmates. While Corrections staff stated that
thereis a process for identifying an inmate in the PIE program and implementing the lien
in atimely manner, we found this processis not followed. At thetime of our audit, there
were roughly 45 inmates involved in the PIE program. Of these 45 inmates, three had an
adminidraive lien filed againgt them. None of these liens had been implemented in the
same month that the inmate started working at the PIE program. Thus, deductions were
not taken out and continuous child support payments were not being made to the Family
Support Registry. The amount of lost child support collections from the fallure to timely
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implement thethreelienswas about $2,200 for the period from September 2001 to August
2002.

Our finding that Corrections does not timely implement lienswithin its own fecilitiesraised
questions regarding proper transfer of liensto private prison facilities. Weinquired about
the lien transfer process. We wereinformed by arepresentative of one private prison that
the facility does not dways receive liensin atimey manner whenan inmate is trandferred
to the facility.

Asour findingsdemondtrate, transferring liensincreasestherisk of errorsand irregul arities.
Corrections should ensure that adminidrative liens areimplemented in atimely manner so
that child support payments are made without interruption.  Corrections should centraly
process the liens or improve its controls over trandfer and implementation of liens.

Recommendation No. 5:

The Department of Corrections should centraly process dl adminidrative liens for child
support and establish effective controls for the timely implementation of liens for inmates
in the Prison Industry Enhancement (PIE) Certification Program aswell asboth thetimely
trandfer and implementation of liensfor inmates a private prisons.

Department of Corrections Response:

Agree. The DOC inmate bank has implemented a centralized processing of dl
child support liens that has been in effect snce November 2002.

Premature Closure of Child Support Cases

State and federd rules dlow counties to close child support cases under certain
circumstances. Allowable reasons for closing a case are when the noncustodia parent is
ingtitutiondized in a psychiatric facility, is incarcerated with no chance of parole, or hasa
medicaly verified permanent disability. However, prior to closing acasefor any of these
reasons, the county must also determine that the noncustodia parent has no income or
assets that can be used to pay child support. We examined a sample of closed cases
invalving incarcerated noncustodial parentsto determineif the counties are complying with
date and federd rules for case closure. We found that counties are closing cases smply
because the noncustodid parent isan inmate. Seven of the ten counties we visited close
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child support cases solely onthebasisof inmate satus. Thisviolates both state and federa
rules and resultsin lost child support collections.

The Divison of Child Support Enforcement has been aware of problemswith case closure
for sometime. In April 2002 the Division conducted afederdly required sdf-evauation
of child support operations during the period October 2000 through October 2001. The
evauation found unacceptable rates of case closure, in part caused by inmate cases. In
addition, Divison staff reported that countieswereinformed in November 2001 that cases
invalvingincarcerated noncustodial parentscould not beclosed unlessCorrectionscertifies
that theinmate hasnoincomeor assets. The countieswere provided thisinformation oraly
in meetings with county staff and in writing through the issuance of a formd lien-
implementationtool kit sent to adl counties. Corrections representativesindicated that few
county representatives have requested such certification. Corrections staff noted that an
inmate sindigent status can change on amonthly basisand that they havefew inmateswho
are permanently indigent. In addition, our review of inmate account records for asample
of 155 inmates who owed child support reveded that only one of these inmates was
indigent, or without any income or assets, for the entire four-month period.

In order to ensure that counties comply with state and federa rules for case closure, the
Divison of Child Support Enforcement should develop asystem to actively monitor case
closures. Since counties were notified to stop closing cases involving incarcerated
noncustodia parents in November 2001, the Divison needs to have its Monitoring Unit
review al casesof currently incarcerated noncustodia parentsincluding those closed since
December 2001. All child support cases that were closed inappropriately need to be
reopened and, if appropriate, an adminidrative lien issued. Findly, the Divison of Child
Support Enforcement needs to take steps to ensure that, in the future, counties do not
ingppropriately close cases involving inmates.

Recommendation No. 6:
The Divisgon of Child Support Enforcement should:

a. Develop a method to review closed cases involving incarcerated noncustodial
parents on a continua basis.

b. Require its Monitoring Unit to review closed child support cases involving an
incarcerated noncustodia parent.
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C.

€.

Reopenany improperly closed casesimmediatdly and ensurean adminidrativelien
isissued, if appropriate.

Provide additiond training to ensurethat al counties are aware of the case closure
requirements for cases with incarcerated noncustodid parents.

Take gteps to ensure counties comply with state and federa rules regarding case
closures for incarcerated noncustodial parents.

Division of Child Support Enfor cement Response:

a and b. Agree. By June, 2003 the Divison will develop a report that
identifies currently incarcerated obligors with a IV-D case that has been
closed since December, 2001. These cases will be reviewed by the Divison
to determine if the case was closed ingppropriately. If the case was closed
ingppropriately, the county child support unit will be notified to reopen the
case and take the appropriate action. This procedure will be completed
Quarterly.

c. Agree. Asdescribed above, the county child support officewill be notified to
open a child support case if closed inappropriately.

Implementation Date: June 2003.

d. Agree. The Divison will provide training by December 31, 2003 to county
child support enforcement staff on case closure with specia emphasis on
criteriathat must be met in order to close cases when the obligor is currently
incarcerated.

e. Agree. The Divison will continue to review closed cases to ensure
compliance with federal and State rules regarding case closure.

Implementation Date: June 2003.
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| mprovement of Private Prison Monitoring

Corrections contracts with locad governments for placement of inmates at four privately
operated prisons. Approximately 2,400 inmates are housed in suchfacilities. Aspart of
our audit work, we reviewed the processes used by private prisonsto deduct and transmit
both restitution and child support payments to the appropriate destination. We identified
problems with timeliness and lack of oversght regarding redtitution and child support
payments deducted from inmate accounts.

The contracts between Corrections and the loca governments for housing state inmates
require the private operators to adopt and comply with both Colorado statutes and
Corrections Adminigtrative Regulations, including those related to the payment of
restitution and child support. When an inmatein Corrections custody is transferred to a
private facility, Corrections transfers the inmate's records and fundsto the private facility
where a new account is established. The private facilities are reponsible for deducting
restitution and child support if owed, applying the paymentsto the appropriate cases, and
Folitting the deduction if theinmate owes both child support and restitution. For restitution,
the Adminidrative Regulations require that each private facility submit a check to
Corrections once amonth with the total inmate restitution withholdings and alist showing
which inmates paid regtitution and the amounts paid. Correctionsforwardsthe restitution
payments to the appropriatejudicia digtricts. The privatefacilitiesare required by satute
to send child support payments directly to the Family Support Registry (FSR).

Inour review of arandom sample of inmate accounts, we found that one particular private
prison facility had not submitted retitution or child support paymentsfor several months.
Once inmate banking staff became aware of thisstuation, they worked with the facility to
obtain the payments. However, no formal investigation was undertaken to determine why
this facility had ongoing problems regarding the proper and timely deduction and submittal
of regtitution and child support payments. Further, staff at the same facility reported that
for severa months, some child support payments were sent directly to Corrections with
the assumption that Corrections would forward the correct amount to the FSR.
Corrections gtaff reported they were not aware of this practice until July 2002 and
therefore had not been forwarding the child support payments. After it wasnotified of the
correct procedure, the private facility gill did not make al payments to the FSR but
continued to send some child support payments to Corrections.

In addition, we found that another private prison did not forward child support payments
to the FSR within 10 days after the end of the month, as required by both statutes and
Corrections Adminidrative Regulations. Welooked at child support payments submitted
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by the other three private prisonsfor February and June 2002 and found that the FSR did
not receive child support payments from one of the private facilities in atimely manner.
For example, the FSR received the February payment on April 4, which was 25 dayslate.
The FSR got the June payment on July 26, 16 days late. These late payments were
beyond the 10 days aready alowed for caculating and transmitting the previous month's
deductions.

Thetimelinessissueis caused in part by lack of adequate oversight. Corrections has not
developed any method for ensuring that restitution and child support payments are
tranamitted in atimely manner to the appropriate destination. Nor does Corrections staff
monitor the deposit amounts into inmate accounts at private facilities to ensure that the
amounts deducted for restitution and child support are accurate.

Corrections maintains a Private Prison Monitoring Unit that dready monitors compliance
with other performance aspects of the contracts. The Unit could perform compliance
sampling for regtitution and child support dong with its other contract administration
activities. We bdieve it would require minima additiond effort to periodicaly run atest
sample to identify any redtitution or child support compliance problems.  Corrections
should aso establishapolicy for follow-up when problemsareidentified. These are cos-
effective steps that Corrections can take to better enforce its contracts with respect to
restitution and child support payments.

Recommendation No. 7:

The Department of Corrections should require its Private Prison Monitoring Unit to
periodicaly verify that private prisons are accurately deducting and submitting al required
child support and regtitution payments.

Department of Corrections Response:

Agree. Effective September 23, 2002, the DOC Private Prison Monitoring Unit
implemented areview processto ensure proper withholding of restitution and child
support isbeing done at private prisons. Monthly audits are being performed and
documented on vidt reports.
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Consistent Application of Mandatory
Deductions

Asnoted earlier, satutes require aminimum deduction of 20 percent of all inmate deposits
for payment of redtitution and child support. We reviewed Corrections practices and
found that Corrections is not deducting mandatory amounts for inmates in the Prison
Industry Enhancement (PIE) Certification Program, even though the statutes do not
provide for any exceptions.

The PIE programwas created by the federal government in 1979 to provide inmates with
marketable job skills and work experience. Federd law prohibits unfair competition in
interstate commerce from goods produced with low-wage inmate labor. By federd rule
these inmates must be paid the locd prevailing wage. Inmates in the PIE program earn
consderably more than inmates working in non-PIE programs. At the same time, the
federa rules dso dlow deductions from the inmate's gross earnings for the payment of
federd, state, and loca taxes; for reasonable room and board charges; for family support
pursuant to state Satute, court order, or agreement by theinmate; and for contributionsto
funds established by law to compensate victims of crime. Under federa law, deductions
cannot exceed 80 percent of gross earnings. Federd rules dlow the individud Sate
corrections agencies to implement the actud deductions as long as they comply with
federa requirements.

According to Corrections Adminigtrative Regulations, up to 40 percent of aPIE inmate's
earnings can be deducted for the payment of restitution and child support. Corrections
aso takes deductions for required taxes and to partially cover room and board costs.
Inmates voluntarily agree to participate in the PIE program and dso voluntarily agree, in
advance, to these deductions from their gross earnings.

Corrections alows inmates in its PIE program to keep 100 percent of deposits from
outside sources, such asfamily and friends, based onitsinterpretation that inmatesinvol ved
inthe PIE program are exempt from the mandatory 20 percent deduction. Thisiscontrary
to state statutes requiring that no less than 20 percent of all deposits be deducted for
payment of retitution and child support. Relevant federa rules only apply to the wages
earned by inmates from participation in the PIE program and do not supercede state law
on the mandatory deduction from other deposits received by inmates.

According to Corrections, 18 of the 43 inmates who participated in the PIE program
during the months of Juneand July 2002 received nonwage depositsinto their inmate bank
accounts. These depositstotaed gpproximately $2,600 for thetwo-month period. All 18
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inmates were alowed to keep the entire amount of these nonwage deposits. Corrections
daff reported that out of the 18 inmates, 2 owed child support and 8 owed regtitution.

In order to comply with Section 16-18.5-106 C.R.S,, Corrections must deduct at least
20 percent from all deposits into an inmate' s account if an order for redtitution or child
support exists.

Recommendation No. 8:
The Department of Corrections should ensure that al depogitsfor inmates participating in

the Prison Industry Enhancement (PIE) Certification Program are subject to the mandatory
20 percent minimum deduction to pay court-ordered restitution and child support.

Department of Corrections Response:

Agree. The DOC will implement additiond withholding of dl deposts effective
April 1, 2003.
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Policy | ssues Regarding Inmate
Accounts

Chapter 2

Mandatory Deduction Percentage

The Department of Corrections currently deducts only the minimum required by satute
frominmate accounts, even though the statute allows Corrections to deduct more than 20
percent. Every depost into an inmate's account, such as wages or family deposts, is
subject to the mandatory 20 percent deduction. If an inmate owes both restitution and
child support, Corrections policy isto agpply 10 percent of the offender deposits toward
restitution and 10 percent toward child support. The inmates then have access to al
remaining funds in their accounts after these deductions.

According to information provided by Corrections, we found that inmates are often
gpending threetimesmore on persond itemsfrom the prison Canteen each month than they
pay toward their court-ordered debts. The Canteen Program is designed for purchases of
approved food, religiousitems, clothing, and persona care productsthat are not furnished
by the facility. Canteen items range from basic sanitary items and beauty products to
televisons and radios.

We reviewed account statements from March through June 2002 for a sample of 43
inmateswho owed restitution or child support. For thisfour-month period, we found that
these 43 inmates had paid approximately $1,000 for child support and another $900 for
restitutionwhile spending $6,400 on itemsfrom the Canteen. Weidentified another inmate
who paid a totd of less than $300 for regtitution from March to June 2002 but spent
gpproximately $1,100 on items from the Canteen.

We conducted a survey of correctiond departments in other states to determine the
feaghility of raising the mandatory deduction percentage. We surveyed 14 other stateswith
regard to restitution and child support deductions. We found that 12 of the 14 states
require deductionsfor court-ordered retitution and 11 of the 14 states require deductions
for child support orders. Four of the states surveyed deduct 100 percent of an inmate's
depogits until the ordered amount is paid for both restitution and child support, and they
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have reported no problems. The remaining eight states, having mandatory deductionsfor
restitution or child support, reported monthly deductions ranging from 5 percent to 50
percent. None of the states we spoke with reported having concerns about requiring a
mandatory deduction greater than 20 percent. Thisis congastent with Colorado’sorigind
experience. Colorado had no significant problems associated with the implementation of
the 20 percent deduction, which was an increase from zero percent prior to Fisca Year
2001.

Corrections reportsthat it has collected an annua average of $2 millionin retitution done
snce the inception of the 20 percent minimum deduction. Doubling this percentage to 40
percent could raise collections to $4 million annualy and till provide inmates with money
for reasonable persona expenditures.

Recommendation No. 9:

The Department of Corrections should consider increasing the mandatory deduction for
restitution and/or child support.

Department of Corrections Response:

Partidly agree. The DOC supports the mandatory withholding of restitution and
child support and potentia benefit of increasing thewithholding amount. However,
due to budget congraints and funding needs the DOC does not anticipate
implementing an increase in the near future. The DOC is exploring the possbility
of mandatory withholdings for inmate cost of care. The DOCisdsolooking a a
40% decrease to generd fund inmate pay as part of a cost savings measure in
Fiscd Y ear 2004, which will reduce inmate pay by approximately $1 million. In
Fiscd Year 2003, $1.9 million of Canteen profits have been appropriated for
inmate benefits to fund education, recreation and volunteer programs. Any
increasein mandatory inmatewithholdingswill adversdly affect Canteen purchases
by inmates and reduce funds available for inmate programs. During Fisca Year
2004, the DOC will consider thefeasibility of additiona withholding for restitution
and child support based on the impact of inmate pay decreases, other mandatory
withholding programs, and funding requirements for inmate programs by the
Canteen.

Implementation Date: Fiscal Y ear 2004.
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Use of Inmate Tax Refunds

One of the mechanisms for refunding excess sate revenue under the Taxpayer’'s Bill of
Rights(TABOR) isasdestax refund. State statutesallow inmatesto receivethisTABOR
refund in certain cases, such as incarceration for less than 180 days during the previous
fisca year and the filing of a Colorado income tax return. These same statutes alow the
entire refund to be intercepted by the Department of Corrections and applied to inmate
retitution but do not authorize the same result for inmate child support obligations.

In Fisca Year 2002, 653 inmates received atotd of approximately $99,500 in TABOR
sdlestax refunds. Section 39-22-2003(9), C.R.S,, statesthat Corrections must apply the
State refund entirely to aninmate' s redtitution order if such order exists. If no redtitution
is owed, the inmate retains the full refund. Currently these refunds are not subject to
attachment to pay child support obligations.

In Fiscal Year 2002, per statute, Corrections applied the entire refund for 585 (90
percent) of the inmates who received it toward their restitution orders. The remaining 10
percent did not have retitution orders and were alowed to retain the entire refund. The
number of inmateswho received the refund and had an adminigtrative lien for child support
is unknown.

The statutes alow the salestax refund to be applied to restitution because Section 39-22-
2003(9) was indtituted prior to the creation of the adminigtrative lien process. Whileit is
not likely that the State will bein a position to make TABOR refundsin the near future, in
the long term the General Assembly should consider revising the statute to ensure any
future sales tax refunds to inmates are used to pay child support as well as restitution.
Corrections could forward haf the refund to district courtsfor restitution and the other half
to the Family Support Registry for child support. Alternatively, the current statutory
priority for restitution could be retained and any remaining balance of atax refund could
be applied to child support.

Recommendation No. 10:

The Department of Human Services and the Department of Corrections should seek
statutory changes to alow Corrections to send a portion of any TABOR refund due an
inmate to the Family Support Registry to pay child support obligations.
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Department of Human Services Response:

Agree. The Depatment of Human Services, Divison of Child Support
Enforcement will review satutory language to request authority to intercept
TABOR refunds of incarcerated persons who have child support obligations.

Implementation Date: October 1, 2003.

Department of Corrections Response:

Agree. The DOC would support a statutory change to include child support
ordersfor TABOR refunds.

Implementation Date: October 1, 2003.

Use of | nactive Accounts

Clarification of Legal Authority

The Department of Correctionsannualy consolidatesal inactiveinmateaccounts. Inactive
accounts are those that have had no activity for over one year. An inactive account can
occur after aninmate with no known heir dies or when aformer inmatefalsto damfunds
deposited after his or her release from custody. While the mgority of these accounts
contain positive balances, there are a significant number with negative baances because
the offender was rd eased while till owing Correctionsmoney. Negative baances, for the
most part, arise from damage done to Corrections property, such asinmate cells.

In Fiscal Year 2002, Corrections consolidated the funds from 3,500 inactive inmate
accounts. The positive balancestotd ed approximately $43,000 and the negetive balances
totaled about $20,000. Corrections used the positive balances to negate the debts,
including repaying the State for any damages cauised by theinmate. Corrections retained
the remaining gpproximately $23,000 and deposited al of these funds into Corrections
Canteenand Library Fund. Thisfundisused to benefit inmates and often goesto purchase
suchitems as educationd materids, games, and supplies, such asweight lifting equipment
and computers. Trangferring the monies to the Canteen and Library Fund takes place
pursuant to a March 1982 Stipulation and Agreement (Stipulation) entered in the United
States Digrict Court in response to a class action lawsuit filed by inmates against
Corrections.
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We believe that Corrections needs to seek legd clarification to determine if the federd
court Stipulation signed in March 1982 supercedes Colorado's unclaimed property and
probate laws. The Stipulation states that if Corrections is unable to locate a discharged
inmate or adeceased inmate's helrswithin oneyear, any fundsin theinmate's bank account
are to be deposited in the Canteen and Library Fund. At the same time, the Colorado
Unclaimed Property Act created in 1987 providesthat intangible property, such asmoney
in bank accounts, is subject to state custody as unclaimed property if it is presumed
abandoned. Money held by a state agency is presumed abandoned under tate law if it
remains unclaimed by the owner for more than one year after becoming payable. Under
the Stipulation, Corrections declares an inmate account abandoned if there is no activity
withinoneyear. A representative of the Division of Unclaimed Property inthe Department
of the Treasury stated that Corrections should turn over the monies in abandoned inmate
accounts to the State Treasury.

The Stipulation also raises potentia conflicts with Colorado's Probate Code for those
inactive accounts that result from the deeth of an inmate. State probate law detalls how
a deceased individua's estate should be handled. A deceased inmate's estate would
include any funds remaining in hisor her inmate account. If an inmate dies intestate with
known heirs or has alegd will, Corrections should provide the account monies only to a
legd heir or the individud listed as the persond representative in the will. The Probate
Code dso requires that Corrections notify the gppropriate judicid digtrict's public
administrator regarding the deeth of any inmate who does not have a known her or will.
The public adminigrator is then responsble for disposing of any persond property
induding funds in the inmate's account. If the public administrator is unable to locate
anyone legdly entitled to the money, statutes requirethat it be paid into the State Treasury.

According to Corrections Adminigrative Regulations, if the inmate has designated his or
her next of kin, Corrections sends them the baance of money in the account minus any
gpplicable buriad expenses. For cases where the bdancein the inmate's account exceeds
$500 and the next of kinis not clearly established, Corrections contacts the Office of the
Attorney Generd to petition the court for the digpogtion of the funds. If Correctionsis
unable to locate the deceased inmate's heirs and the balance in the account is less than
$500, Corrections consders the account to be inactive and transfers the money to the
Canteen and Library Fund as required by the federal court Stipulation.

We believe that certain portions of Corrections procedures may not be congstent with
Colorado's Unclaimed Property Act and Probate Code. Corrections should seek legal
advice regarding the relationship of the 1982 Stipulation to these Colorado statutes to
ensure that the Department is in compliance with state law.
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Alternative Uses for I nactive Account Dollars

InFisca Y ear 2002, Correctionstransferred $23,000 from inactive inmate accountstoits
Canteen and Library Fund. However, since the mgority of the inmates owe some sort of
court-ordered debt, either retitution or child support, these accounts a so offer the State
an opportunity to benefit the victims of crime or custodia parents.

As we previoudy discussed, Corrections needs to determine whether money in inactive
and deceased inmates accountsis subject to the 1982 federd court Stipulation calling for
transfer of inactive accounts to the Canteen and Library Fund or subject to Colorado’s
Unclaimed Property Act or Probate Code. Oncethelega determination has been made,
Corrections should seek ether judicia approva or statutory changesto use thesefundsto
make a restitution or child support payment on behaf of the inmate or use the funds to
otherwise benefit victims of crime.

In the case of accounts tied to a deceased inmate, the funds offer an opportunity to make
one final restitution or child support payment. Between July 2000 and June 2002, 76
inmates died. We found that there was just under $4,100 in the bank accounts of 37
inmateswho died owing restitution or child support. Corrections sent thismoney to either
the next of kin or transferred it to the Canteen and Library Fund if no next of kin could be
identified. Amounts returned to the inmate' s identified next of kin or deposited in the
Canteen and Library Fund for these 37 inmates ranged from $0.15 to amost $540. The
money remaining in the account upon the inmate' s death represents alast opportunity for
a crime victim or a custodia parent to obtain financia support from the inmate. Since
Corrections already has procedures in place to make restitution and child support
payments, and ardatively smdl number of inmates die each year, this option should not
be cost-prohibitive. It may aso be more cost-effective than sending smal amounts of
money to Unclaimed Property or a public adminigtrator if it is determined that Colorado
statutes supercedethefederal court Stipulation. Moniesin theinactive accountsof paroled
inmates could also be used to pay any remaining retitution or child support obligations.
However, Corrections staff expressed concernsregarding this option because of the large
number of inactive accounts and the smdl dollar anounts involved.

Another option is to use these funds to assst Corrections in providing ad to victims of
crime through its Victim Notification Program. This Program provides information to
registered victims of violent crime and its staff attends parole hearings and community
corrections board meeting with victims. The Program currently relies on grant funding to
cover its cogts, and this funding has recently been reduced. Monies from the inactive
accounts could help ensure that the Program continues to operate and serve victims of
crime.
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To ensure that remaining monies from inactive accounts are disposed of properly,
Corrections needs to determine whether the 1982 federd court Stipulation or Colorado
statutes relating to unclaimed property and estate probate take precedence when an
inmate's account becomes inactive. Once the legd determination is made, Corrections
should take appropriate action to permit the use of inactive account balances to pay
restitution and child support, or to fund Corrections programs that aid victims of crime.
Such action should include seeking gppropriate relief from the federal courts or modifying
date statutes as necessary.

Recommendation No. 11:

The Department of Corrections should take appropriate action to enable it to use the
proceeds of inactive accounts for restitution, child support, or other programs that benefit
crimevictims. Appropriate action should include;

a  Seeking legd darification to determine if monies in inactive accounts are subject
to the provisons of the 1982 federa court Stipulation and Agreement or to
Colorado's Unclaimed Property Act. For those inactive accounts resulting from
the death of an inmate, Corrections aso needs to determine the gpplicability of
Colorado's Probate Code.

b. Pursuingfederd court approva or changesto statutesauthorizing the use of money
in inactive and deceased inmates accounts to make a payment toward any court-
ordered regtitution or child support or for other programs bendfitting victims of
crime.

Department of Corrections Response:

a Agree. The DOC will ask the Colorado Attorney Generd’s Office for an
opinion on how to handle inactive accounts. The DOC will dso ask for
clarification if they come under the Federal Decree, unclaimed property, and
probate. Implementation of this action should be done by June 2003.

b. Patidly agree. Based on the opinion of the Attorney Genera’s Office the
Department will determine whether it is beneficid to pursue authorized
changes to the Federa Decree with the federa courts and seek Satute
changes.

Implementation Date: June 30, 2003.
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Mandatory Savings Accounts

Corrections believes that inmates should idedly have approximately $1,500 upon release
fromprisonto hep themreintegrate successfully into society. Theaverageinmate currently
leaves prison with sgnificantly less money than thisided amount. In June 2002 the 368
inmates that were released from Colorado prisons left with approximately $145 each,
which included the $100 that Corrections provides al inmates upon their rlease. We
believe mandatory savings accounts would help increase the amount of money available
to inmates when they are released back into society.

Inorder to determinethefeasibility of implementing amandatory savingsaccount program,
we surveyed 14 states to determineif they have mandatory savings accounts for inmates.
Six of the fourteen states we surveyed have mandatory savings accounts for al inmates,
with mandatory deduction amounts ranging from 5 percent to 50 percent. The other eight
states surveyed provide inmates with release money of between $25 and $500, which is
funded through ether the stat€' s generd fund or monies collected from inmates such as
fines, fees, telephone charges, and Canteen profits. Additionally, none of the states we
contacted reported having problems related to the implementation of mandatory savings
accounts.

Corrections cons dered deducting 10 percent from depositsinto each inmate'saccount and
placing these fundsinto amandatory savings account until theinmateisreleased, but never
implemented such a program. Based on the average monthly deposits into inmates
accounts, after 24 months the average inmate would have approximately $200 in the
mandatory savings account. A mandatory savingsrate of 30 percent of al depositswould
generate more than $600 for the average inmate incarcerated for 24 months and receiving
the average $84 per month in deposits.

Currently when an inmate is released or paroled, Corrections providestheindividua with
acheck in the amount of the balance in his or her account plus $100 "dress-out" funds.
Dress-out funds are a monetary alowance given to al digible inmates upon release to
parole. If inmates had savings at the time of their release, Corrections would potentialy
no longer need to give each inmate $100. This would represent generd fund savings
because Corrections uses genera fund dollarsto pay the dress-out funds. As mentioned
previoudy, in June 2002, 368 inmates were released from prisonsin Colorado. At $100
per inmate, this represents $36,800 in generd funds that could have been saved. If an
inmate with an account balance of less than $100 is released, Corrections could consider
providing the inmate with only the balance needed for the inmate to leave with $100.
Corrections could also consider adiding scale based on financid resources. Inmatesable
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to afford substantia non-essentid items from the prison Canteen, such as tdevisons and
radios, should be contributing a greater share of their own dress-out needs upon release
from prison. For example, one state we contacted operates a program that requires
inmates to periodicaly contribute smal amounts of money toward their dress-out funds
throughout their incarceration or until the minimum amount is met.

We believe Corrections could increase the amount of funds each inmate has a the time of
release by implementing mandatory savings accounts. Mandatory savingsaccountswould
provide inmates with additiona funds upon their rdease as wel as save generd fund
dollars. Therateof the mandatory savings deduction must takeinto consideration thelevel
of other deductions for retitution and child support, as well as the ability of inmates to
obtain essentid items from the Canteen.

Recommendation No. 12:

The Department of Corrections should implement a mandatory savings account program
for dl inmates.

Department of Corrections Response:

Partidly agree. The DOC believes that it would be beneficid to the inmates to
have a mandatory savings program. As discussed in recommendation number
nine, during Fisca Y ear 2004, the DOC will consder the feasibility of additiona
mandatory withholdings based on the impact of inmate pay decreases, other
mandatory withholding programs, and funding requirementsfor inmate benefits by
the Canteen.

Implementation Date: Fisca Y ear 2004.
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