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What is the problem under consideration? Why is government intervention necessary?

Many non-resident parents seek to evade their responsibility to pay child maintenance. One of the
Child Support Agency’s most effective tools for ensuring that child maintenance is paid is the
deduction from earnings order (DEO). However, an average 8,500 DEOs fail in any given month
without alternative payment methods being arranged, usually because the non-resident parent has
changed employer. In these cases the Agency needs rapidly to identify the new employer and impose
a new DEO. We believe that banks can provide us with the information needed to re-instate 2,500-
3,400 DEOs every month.

What are the policy objectives and the intended effects?

The primary policy objective is to contribute towards the Child Support Agency's targets to help
200,000 more children to benefit from maintenance payments, which equates to an additional £250m
in child support maintenance collected, and to reduce the number of non-resident parents that avoid
their child maintenance liabilities, by improving case compliance to 80%, by March 2009.

What policy options have been considered? Please justify any preferred option.
1. No intervention - continue using current provision to gather information by means of an inspector

2. To add banks and building societies to the bodies required to provide the Agency with specific
information about a non-resident parent on request.

3. To add Vocalink to the bodies required to provide the Agency with specific information about a non-
resident parent on request.

Option 2 is the preferred option. The effectiveness of option 1 is limited, and banks have indicated a
preference for option 2 over option 3.

When will the policy be reviewed to establish the actual costs and benefits and the achievement of the
desired effects?

At the end of 3 years
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affected groups’

ANNUAL COSTS Description and scale of key monetised costs by ‘main

One-off (Transition) vrs Banks and building societies would have to bear the administrative
£0 3 cost of providing the Agency with the required information.
il Average Annual Cost
8 (excluding one-off)
SN £ 189,144 Total Cost (Pv) | £ 490,169
Other key non-monetised costs by ‘main affected groups’
ANNUAL BENEFITS Description and scale of key monetised benefits by ‘main
affected groups’
One-off Yrs
” £0 3 | The Child Support Agency will benefit from reduced costs.
E Average Annual Benefit
T (excluding one-off)
Z
mf| £ 802,456 Total Benefit (Pv) | £ 2,079,575

Other key non-monetised benefits by ‘main affected groups’

Key Assumptions/Sensitivities/Risks

This assumes that there will not be a significant rise in the number of failed DEOs each month. Key

sensitivies surround ECHR and DPA compliance.

Price Base Time Period Net Benefit Range (NPv) NET BENEFIT (NPV Best estimate)
Year 2008 Years 3 £ 1,598,406 £ 1,598,406

What is the geographic coverage of the policy/option?

United Kingdom

On what date will the policy be implemented?

6™ April 2008

Which organisation(s) will enforce the policy?

Child Support Agency

What is the total annual cost of enforcement for these organisations? £ n/a

Does enforcement comply with Hampton principles? Yes

Will implementation go beyond minimum EU requirements? N/A

What is the value of the proposed offsetting measure per year? £ n/a

What is the value of changes in greenhouse gas emissions? £ n/a

Will the proposal have a significant impact on competition? No

Annual cost (E-£) per organisation Micro Small Medium Large
(excluding one-off)

Are any of these organisations exempt? No No N/A N/A

Impact on Admin Burdens Baseline (2005 Prices)
Increase of £ 490,169 Decrease of £ 2,079,575 Net Impact

(Increase - Decrease)

£1,598,406

Key: Annual costs and benefits: Constant Prices




[Use this space (with a recommended maximum of 30 pages) to set out the evidence, analysis and
detailed narrative from which you have generated your policy options or proposal. Ensure that the
information is organised in such a way as to explain clearly the summary information on the preceding
pages of this form.]

Objectives

Tackling child poverty is a key priority for the Department for Work and Pensions (DWP), which
is in the frontline in efforts to meet the Government’s targets of halving child poverty by 2010
and ending it completely by 2020.

The system administering child maintenance has a key role to play in achieving these goals,

and the receipt of child maintenance payments currently helps to lift around 100,000 children
out of poverty, but it could do more. The Child Support Agency’s Operational Improvement Plan,
published in February 2006, sets targets for the Agency, by March 2009, to help 200,000 more
children to benefit from child support maintenance payments, which equates to an additional
£250m in child support maintenance collected, and to reduce the number of non-resident
parents that avoid their child maintenance liabilities, by improving case compliance to 80%.

Amendments to the Child Support (Information, Evidence and Disclosure) Regulations 1992 (S.1.
1992/1812 could contribute to meeting these objectives. The evidence base for this is set out
below.

Background

Many non-resident parents seek to evade their responsibilities, and the total amount of
outstanding money owed by non-resident parents in respect of their children is around £3.5bn.
In many cases the Agency has difficulties both in tracing the non-resident parent and in
subsequently identifying income and recovering maintenance from non-resident parents that
have not paid the maintenance due to support their children.

The Agency has a number of tools and information sources available to enable the effective and
efficient identification and tracing of the non-resident parent in the majority of cases. However,
there are a minority of non-resident parents that take steps to avoid their child support liabilities
by seeking to ensure that the Agency cannot trace them in order either to calculate
maintenance or to enforce a maintenance calculation previously made.

One of the Child Support Agency’s most effective tools for ensuring that maintenance is paid by
previously non-compliant non-resident parents is the deduction from earnings order (DEO),
whereby child support maintenance payments, and usually a contribution towards arrears of
such, are deducted by the non-resident parent’s employer from his or her salary/wages. Over
75% of DEOs are compliant so they are generally an effective means of ensuring that child
support maintenance is paid.

However, an average of 8,500 DEOs fail every month. Of these, approximately 30%-40%
(2,500-3,400) neither move to another payment method nor see the non-resident parent move
onto benefits. It is these cases in which the Agency requires additional information in order to
identify the new employer and impose a new DEO to ensure that child support maintenance
may start flowing again.

Rationale for Government Intervention




The Government is committed to ensuring that parents fulfil their responsibilities towards their
children, and some may deliberately evade fulfilling their responsibilities. It is in the best
interests of the child for the Government to enforce the payment of child maintenance in the
most efficient way that it can.

In cases where a DEO fails and the non-resident parent does not advise the Agency of new
employment details, the CSA needs to be able rapidly to identify the new employer and impose
a new DEO. In most cases where the Agency requires information in order to calculate or
collect maintenance, it will be able successfully to utilise its current sources. However, in cases
where such information is likely only to be held by the non-resident parent’s bank, as is the case
in this instance, the Agency needs to be able to ask the bank for that information. The majority
of accounts into which salaries or wages are paid are maintained by banks rather than building
societies, so the amendments to the Child Support (Information, Evidence and Disclosure)
Regulations 1992 will primarily affect banks, although a small number of building societies may
also be affected.

Banks are a key source of relevant and reliable information on a large proportion of non-
resident parents — around 88% of employed non-resident parents have their salaries paid by
direct transfer and around 71% of state benefits are paid in this way. Employer details needed
to process salaries will help the Agency to re-impose and maintain DEOs and potentially to
prosecute those non-resident parents who fail to provide us with details of their new employer.

This package of regulations also extends the information that a non-resident parent whose child
support maintenance is payable by DEO must provide to the Agency if the employer changes.
Failure to notify the Agency of this information within seven days of the change is an offence,
punishable on summary conviction by a fine not exceeding level two on the standard scale. Itis
hoped that, by enforcing this requirement, over time the Agency will be able to reduce the
number of DEOs that fail as a result of a change of the non-resident parent’'s employer because
increasing numbers of non-resident parents will comply with the requirement to notify the
Agency in order to avoid committing an offence.

The Agency has a number of tools and information sources available to enable the effective and
efficient identification and tracing of the non-resident parent in the majority of cases. However,
there is a minority of non-resident parents that take steps to avoid their child support liabilities
by seeking to ensure that the Agency cannot trace them in order either to calculate
maintenance or to enforce a maintenance calculation previously made. In some of these cases,
if the Agency is able to identify the non-resident parent’s bank account details through other
information sources, being able to request details of the non-resident parent’s home address or
employer details would enable the Agency to make contact with the non-resident parent and
seek to get child support maintenance flowing to the parent with care as quickly as possible.

Options Considered

1. Do nothing.

In some circumstances the Agency is currently able to gather information needed from deposit
takers by use of an inspector, exercising his powers under Section 15(4A)(c) of the Child
Support Act 1991. The Agency could continue to use this power.

Advantages

There would be no administrative changes for the Agency or for deposit takers, therefore
avoiding the need for implementation costs and training.



Disadvantages

The effectiveness of this approach is limited because it requires an inspector to visit premises
and seize documents, which is costly, time consuming and not always successful.

The practical limitations and relative costs (to the Agency and the holder of the premises
inspected) of this approach would prohibit its use and effectiveness in ensuring that failed DEOs
are quickly re-established.

Taking these factors into account, it is disproportionate to use inspectors on each occasion
where the Agency would otherwise wish to exercise a power to request information directly from
the non-resident parent’s bank.

2. Add banks and building societies (defined as “deposit-takers” in the regulations) to the bodies
required to provide the Agency with specific information about a non-resident parent on request,
for the purposes of identifying or tracing the non-resident parent, or for the collection and
enforcement of the non-resident parent’s liability for child support maintenance.

Advantages

Having this power available as an administrative function would release resources and
expenditure currently required to operate the system of inspection of premises, and support the
trace and enforcement processes:

» Trace: Banks could be required to provide the Agency with the home address, home
telephone, mobile telephone, work telephone and/or employer details they hold in relation to
the non-resident parent which are necessary to enable the Agency to contact the non-
resident parent; and

= Enforcement: Establishing the details of any employer that is making direct credits to the
non-resident parent’'s account will enable the Agency to contact that employer and set-up a
DEO to ensure that child support maintenance continues to be paid. Additionally, details of
the non-resident parent’s specific account information, such as a significant sum in an
account, in some cases could improve the Agency’s ability to successfully negotiate
payment of arrears or, subject to further discussion, to secure a Third Party Debt Order.

The Child Support (Information, Evidence and Disclosure) Regulations 1992 provide a ready
mechanism for the Agency to require the provision of information.

This proposal was discussed with the British Banking Association (BBA) on 2 November 2006.
The BBA indicated that, if such information is required by the Agency, this would be their
preferred option.

The collection of data from banks is not without precedent. Section 109B(2A) of the Social
Security Administration Act 1992 allows an officer authorised by the Secretary of State to
require the provision of information from banks, credit reference agencies and other bodies for
the purposes of investigating social security fraud.

Disadvantages

This policy will impose administrative costs upon those deposit takers that are required to
provide the Agency with the information requested, although the Agency will aim to reduce such
costs — for example by providing pre-paid envelopes for responses — there will still be costs in
terms of staff time. There will also be a one-off cost of introducing the new procedure e.g.
training.



This will also apply to the Agency, although it is expected that the cost of this will be less than
the current use of inspectors to gather such information.

3. Amend the Child Support (Information, Evidence and Disclosure) Regulations 1992 to compel
VocalLink to give the Agency specific information about a non-resident parent upon request

This option was discounted after discussion with the BBA. The information used by VocaLink is
owned by the banks, and as such the banks could choose to use VocalLink in order to provide
the Agency with the information requested. We believe that the banks should be given the
flexibility to provide the Agency with information in the way they consider most efficient, rather
than be prescriptive.

Analysis of Costs and Benefits/Impact on business — average annual cost per organisation

The cost and impact on business of these regulations has been estimated using the Standard
Cost Model, which provides a simplified but consistent framework for assessing the
administrative costs imposed by regulation on business. Costs have been worked out for 3
years, at which point the policy will be reviewed.

Costs — formula used

Administrative cost = internal costs (£) + external costs (£)

Internal costs = Price (£) x Quantity + overheads (non-wage costs)

Price = tariff x time

Quantity = population x frequency

Overheads = (Price x Quantity) x 30%

Tariff is the hourly wage costs for activities carried out

Time is the amount of time required to complete the activity

Population is the number of businesses affected (we have worked out the cost for the sector as
a whole)

Frequency is the number of times that an activity must be completed each year by a business

Costs — per annum

Price = 8.28x0.5 = 4.14

Quantity = 1x42,600 = 42,600
Overheads = 176,364 x 30% = 12,780

Internal costs = 4.14 x 42,600 + 12,780 = £189,144

External costs — there are no external costs associated with these regulations
Administrative cost = £189,144
Over 3 years this represents a cost (at Present Value) of £490,169

Impact on the public sector

Powers to require deposit takers to provide the Agency with specific information upon request
would lead to more efficient enforcement of child maintenance payments as the Agency would
be able to gather the information needed to impose a DEO on a non-compliant non-resident

7



parent more quickly. In the long run this will reduce the number of non-resident parents who
‘job-hop’ in order to avoid paying maintenance.

There will also be a financial benefit as the administrative cost of the new procedure will be
lower than the use of inspectors.

Cost benefits to the Public Sector
Using the Standard Cost Model formula as detailed above it is estimated that the current cost to
the Agency to gather the required information from banks is £917,092. Using the powers

provided by these regulations the cost is anticipated as £114,636. This represents a saving of
£802,456. Benefits have been worked out for 3 years, at which point the policy will be reviewed.

Current Cost

Price = 8.28x2 = 16.56

Quantity = 1x42,600 = 42,600
Overheads = 705,456 x 30% = 211,636

Internal costs = 16.56 x 42,600 + 211,636 = £917,092
Anticipated Cost

Price = 8.28 x 0.25 = 2.07

Quantity = 1x 42,600 = 42,600
Overheads = 88,182 x 30% = 26,454

Internal costs = 2.07 x42,600 + 211,636 = £114,636

Potential Saving
£917,092 - £114,636 = £802,456
Over 3 years this represents a benefit (at Present Value) of £2,079,575

Risk, uncertainty and unintended conseguences

The financial impact on the private sector is based on the assumption that the number of failed
DEOs without alternative payment methods being put in place remains steady, at an average of
2,500-3,400 per month which would be likely to require contact with the banks. The increased
focus on enforcement in the final year of the Agency’s Operational Improvement Plan is likely to
result in a greater number of DEOs being used, which in turn could lead to greater numbers of
failed DEOs. However, plans to mitigate this, such as greater sanctions on employers who fail
to comply with DEOs, and increased liability on the non-resident parent paying by DEO to
inform the Agency of relevant changes, are in place.

There is a small risk of challenge under Article 8 of the European Convention on Human Rights
(right to private and family life). However, we believe that the policy is justifiable in the wider
public interest and the interests of the parent with care and qualifying children in ensuring that
non-resident parents meet their financial obligations to their children.

Implementation

What will we ask for and how will we ask for it?



The Agency intends to use this power for two main purposes
1. Enforcement e.g. acquiring employer details of a non-resident parent
2. Trace e.g. acquiring address details of a non-resident parent

It is envisaged that, if the Agency had reason to believe that a particular bank or building society
held information about a non-resident parent, it will be able to request the information in the
same way that it currently does for employers, i.e. issuing a form to the bank or building society
in question, highlighting the legal authority for making the request and specifying what
information about the non-resident parent is needed. In practice it is likely to confirm the name
and address of the non-resident parent and request any details of the person's employer which
can be obtained from the account information held by the bank. It may also request further
information in relation to accounts held, such as any significant sum held in an account, in
appropriate cases. We do not expect to request details of account numbers.

An example of a form sent to an employer is attached at Annex A — we anticipate that the form
to be issued to banks would follow a similar format.

The Agency would ask the bank or building society to return the form within seven working days,
providing a pre-paid envelope for this purpose.

These arrangements would be subject to consultation with the BBA and Building Societies’
Association on behalf of the deposit takers, and kept under review to ensure that it remained
effective for both the Agency and those responding to information requests.

Volumes

Enforcement - The number of failed DEOs averages 8,500 per month. Of these, approximately
30%-40% (2,500-3,400) neither move to another payment method nor see the non-resident
parent move onto benefits. It is in these cases where the Agency requires additional
information in order to identify the new employer and impose a new DEO to ensure that child
support maintenance may start flowing again. The Agency would therefore be likely to want to
seek relevant information from deposit takers in such cases where it also holds — or is able to
obtain through other data sources such as the parent with care or credit reference agencies —
details of the non-resident parent’s bank and branch (or sort code) and account number.
Additionally, details of the non-resident parent’s specific account information, such as a
significant sum in an account, in some cases could improve the Agency'’s ability to successfully
negotiate payment of arrears or, subject to further discussion, to secure a Third Party Debt
Order. Currently the Agency secures around 155 Third Party debt orders each month. It is
anticipated that requests to deposit takers for information to secure a third party debt order will
not exceed this number.

Trace - Given the other information sources available to the Agency we anticipate that the
requests made to banks for the purpose of tracing the non-resident parent will be negligible and
likely to be contained within the numbers given above in relation to enforcement.

Enforcement

The Agency will be responsible for enforcing this policy. The proposed changes would place a
legal obligation on deposit takers to give the Agency information it requires. Under

Section 14A(2) and (3) of the Child Support Act 1991 it is an offence for any person required to
provide information to:

» Make a statement or representation which he or she knows to be false;

= Deliberately provide false information or allow others to provide it; or

» Fail to provide information when the Agency asks for it.



A person found guilty of an above offence is liable on summary conviction to a fine not
exceeding level 3 on the standard scale — currently £1,000.
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Use the table below to demonstrate how broadly you have considered the potential impacts of your
policy options.

Ensure that the results of any tests that impact on the cost-benefit analysis are contained within
the main evidence base; other results may be annexed.

Type of testing undertaken Results in Results
Evidence Base? | annexed?

Competition Assessment No Yes
Small Firms Impact Test No Yes
Legal Aid No No
Sustainable Development No No
Carbon Assessment No No
Other Environment No No
Health Impact Assessment No No
Race Equality No No
Disability Equality No No
Gender Equality No No
Human Rights No Yes
Rural Proofing No No

11




Small firms impact test

It is possible that the administrative cost of providing this information will be too great for the
smallest deposit takers to bear, and it could mean that they are less able to offer competitive
deals due to the administrative costs associated with the policy. However, in accordance with
their size and relative customer base, the smaller institutions are less likely to receive requests
for information from the Agency.

Human Rights

There is a small risk of challenge under Article 8 of the European Convention on Human Rights
(right to private and family life). However, we believe that the policy is justifiable in the wider
public interest and the interests of the parent with care and qualifying children in ensuring that
non-resident parents meet their financial obligations to their children.
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