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Monte D. Gross

Director
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SUBJECT:
Changes in Allocation of Child Support Payments for Multiple Families
Effective October 1, 2005, the Division of Child Support (DCS) will implement policy changes related to the allocation of IV-D and Non-IV-D child support wage payments when a noncustodial parent is responsible for a child support obligation to more than one family.  As a result, all families and children will receive a portion of support that the noncustodial parent has been ordered to pay.
For the purpose of this memorandum, allocation means the method of distributing a payment received from a noncustodial parent for the payment of one or more child support cases.  Distribution is the manner in which DCS processes or pays out child support collections, once the payment allocates to the case.  This process involves either the payment of collections to the family or the allotment of various portions of the collections to the state and federal governments for reimbursement of their share of K-TAP payments made to the family or of monies expended for a child in Foster Care or Kinship Care.  This change applies to IV-D and Non-IV-D K (Kentucky) & R (Responding) cases.
The DCS’s method of allocating payments among families on KASES is being revised to meet the requirements of federal and state laws and regulations shown below.

Federal regulations require that some money must be paid to each order for current support if there is more than one withholding order.  Office of Personnel Management child support regulations at 5 CFR 581.305(d) state: "If a government entity is served with more than one legal process for the same moneys due or payable to an individual, the entity shall comply with section 581.303(a).”  5 CFR 581.303(a) also states “whenever a designated agent is validly served with legal process, the agent shall comply with all applicable provisions of 42 USC Section 666 and the regulations prescribed under such section by the Secretary of the Department of Health and Human Services.”
Federal Code of Regulations (CFR) 303.100(a)(5) and KRS 405.467 (6) and (7) require that wage payments from a noncustodial parent with more than one child support case be divided among all of their cases giving priority to current support up to the limits imposed under the Consumer Credit Protection Act (CCPA) at (15 U.S.C. 1673(b)).  States must allocate support among families but in no case shall the allocation result in a withholding for one of the support obligations not being implemented.

KRS 405.467(5) requires CHFS to combine any administrative or judicial wage withholding order, or multiple administrative or judicial orders for child support and medical support into a single wage withholding order when the support is payable through CHFS to a single family or to multiple family units.

921 KAR 1:420 Section 1, outlines the distribution and allocation process for all IV-D and non-IV-D cases subject to wage-withholding in accordance with state and federal laws and regulations.

To meet the requirements above, the decision was made to change the way KASES allocates payments among cases.  KASES staff have kept child support staff informed of the processes and procedures taken to make the changes to KASES necessary for the Allocation Project through the distribution of Migration Notices about edit changes and the creation of reports and the information they contain to aid in case clean-up during the phases of the project.  KASES has now completed all change requests and policy is ready to be implemented.  
The current payment allocation method is being changed to include the following:

· Remove the criteria that a payment is allocated to the oldest order first.  The edit that looks for the oldest order to distribute to first and the edit that looks for a subaccount with a frequency amount have been removed.  The distribution process will be based on the payoff hierarchy only.  This means that once current support is paid, the NAA1A is next in the hierarchy and will be paid before TANFA, even though the frequency and frequency amounts are entered in the TANFA sub-account.
· Allocation will no longer be based on the period amount due.  Screens ASE1SUB and SSBPDDUE will be based on frequency amount due on screens ASE1SUB and  SSBEQAMT.  As a result of this change, all families and children will receive a portion of wage withholding payments that the noncustodial parent has been ordered to pay.  
· KASES will use the actual frequency amounts to proportion the amount among the cases using the current support frequency amounts, and then the frequency amounts for the arrearage.  If another collection is received after both the current support and the arrearage amounts have been satisfied, the payment is allocated based on the current support frequency.  The frequency and frequency amounts for current support and arrearages must always be based on what is currently ordered.  For a wage order, the frequency and frequency amounts are always the same as the most recent amount the employer has been ordered to withhold.  When an arrearage is paid off and the employer is notified to withhold only current support, the worker must remove the frequency and frequency amounts for the arrearage subaccount(s).  If the frequency and frequency amounts are not removed, the system will continue to allocate the arrearage payment to the case.
· After the allocation programming is changed, Centralized Collection Unit will be notified and begin posting all wage payments for IV-D and Non-IV-D cases to the noncustodial parent’s social security number.  
· The system will allocate payments only to the obligations in cases where the wage indicator is set to “Y”.  It is imperative that workers keep the indicators correct.  
Regular (nonwage) payments received from the noncustodial parent will allocate the same as wage payments if the parent does not designate a specific case for which the payment is to be posted.  If the noncustodial parent designates the payment for a specific case, the payment is posted to that case and will not be allocated among other noncustodial parent’s cases.  

Note:  Requests to Accounting Branch, Distribution Section, to transfer money to a specific IV-D number will not be honored if KASES correctly allocated the payment, unless the noncustodial parent requests that a regular (nonwage) payment be designated for a specific case.  
Parents will be notified by letter of the change one-month prior to implementation.  The Notice of Change in Allocation of Support (Form CS-74.1) was created to be used as a one-time notification to inform custodial and noncustodial parents that CHFS will be changing the way wage withholding payments are allocated to families if a noncustodial parent has more than one notice of wage withholding.  It informs the parties that all families to whom he or she is responsible will receive a portion of the payment. The letter also informs the parties that if the noncustodial parent’s withholdings exceed the federal withholding limits, a custodial parent may not receive the total support obligation that is due for the month.  This notice will be mailed one month prior to implementation of the new policy.
The following is a simplified example of how a payment will allocate when the noncustodial parent has more than one child support obligations and multiple families are involved:

DCS’s Current and Proposed Allocation Method
Family #1
	Ordered Current Support
	Ordered Arrears
	Order Date

	$100/mo
	$50/mo
	1/15/04


Family #2
	Ordered Current Support
	Ordered Arrears
	Order Date

	$100/mo
	$50/mo
	2/15/04


$250 Payment received (Current Method of Allocation)

	
	Current Support
	Arrears
	Order Date

	Family #1
	$100
	$50/mo
	1/15/04

	Family #2
	$100
	0
	2/15/04

	The system allocates to the oldest order first on arrears obligations.


$250 Payment received (Proposed Allocation Process)

	
	Current Support
	Arrears
	Order Date

	Family #1
	$100
	$25
	1/15/04

	Family #2
	$100
	$25
	2/15/04

	The system allocates to all families regardless of court order date.


The Training Branch has developed and scheduled Allocation Training to ensure that all staff statewide have the opportunity to be knowledgeable about the change in allocation of child support payments as custodial or noncustodial parents may call with questions.  Training dates and locations can be accessed at the Training Branch Web site at http://www.training.eku.edu/. 
In order to avoid allocation problems in the future, it is imperative that combined wage withholdings are completed on IV-D, and non-IV-D cases that are subject to more than one income withholding.  Also, it is imperative that the payment frequencies and frequency amounts on all sub accounts reflect what the noncustodial parent is ordered to pay and/or what the noncustodial parent’s employer has been ordered to withhold.
You may contact your program specialist or office manager if you or your staff have any questions.  







