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State of Minnesota
Department of Human Services

In the Matter of the Proposed Adoption Statement of Need
of Minn. Rule 9500.1800 - 9500.1821 and Reasonableness

Introduction and Background

Under current Federal law, state and county c¢hild support
enforcement programs are eligible to earn as an incentive, a fixed
percent of collections made on behalf of AFDC families. The fixed
percent is now at 12 percent of AFDC collections. States deduct the
12 percent incentive award from the Federal share of collections
before reimbursing the Federal government for its contribution toward
the AFDC assistance payment.

According to the Department of Health and Human Services,
however, fixed incentive rates do not encourage states to improve
program efficiency and effectiveness. Nationally, there is a variance
in the efriciency and effectiveness of state child support enforcement
programs. Accordingly, in 1984, Congress passed amendments to Part D
of Title IV of the Social Security Act that mandate the use of Federal
funding to encourage improvement in the performance of state child
support enforcement programs.

To reward states and counties that operate more efficient and
effective child support enforcement programs and to stimulate
collections, the federal government replaced the fixed incentive
system with a system under which states will receive a minimum
incentive based on amounts collected on behalf of AFDC families and
non-AFDC families. Additional amounts above the minimum incentive of

6 percent can be earned if performance criteria are met. This new



Under a transition provision in Code of Federal Regulation, title

system will be effecgve October 1, 1985.

45, section 303.52(ec)(5), (Appendix A of thig Statement of Need and
Reasonableness) for Federal fiscal years 1986 and 1987, states can
earn incentives equal to the greater of the amount they qualify for
under the new system or 80 percent of the amount that they would have
received under the fixed incentive system in effect during Federal
fiscal year 1985,

Federal regulations require states to develop a standard method
for bassing through a share of incentives to counties, taking into
account the efficiency and effectiveness of county collection
activities. Accordingly, the Department of Human Services proposes to
adopt Parts 9500.1800 to 9500.1821 to implement these Federal
requirements. The methods used by the federal government for
distributing incentives to states were determined to be compatible
with procedures currently in place in counties. The department
accepted the public advisory committee's recommendation to model the
administration of incentive awards for counties after the method the
federal g;vernment will use to administer the new incentive award
system for states. Most of the provisions of parts 9500.1800 through
9500.1821,.therefore, are the same as or substantially similar to the
federal regulations governing the new incentive award system for
states. |

Under Code of Federal Regulations, title 45, section 303.52
(d)(2), states are required to seek local participation in the
development of their standard methoddlogy or use the rulemaking
process available under State law to receive local input. To comply
with Minnesota Statutes, Section 14.10, a "Notice of Intent to Soliecit

Outside Opinion Concerning Child Support Incentives", (Appendix B,)



was published in the State Register, page 1577, on Monday, January T,
1985.

On March 5, 1985, the Department mailed a total of éhB copies of
State of Minnesota, Department of Human Services Informational
Bulletin #85-25, Appendix C. This Informational Bulletin explained
that incentive awards would be changing and that the department was in
the first steps of the rulemaking procedure. This mailing informed
all 87 Minnesota counties, concerned agencies, and individuals of the
proposed rule and changes.

To ensurelthat the proposed rule, parts 9500.1800 through
9500.1821, would be fair and equitable, a public advisory committee
was organized by the Project Manager. The committee, which was
organized in October 1984 met in November 1984 and January 1985. The
15 members of the public advisory committee represent large, small,
rural and urban county IV-D agencies and depaftment staff (Appendix
D). The public advisory committee provided input in drafting the
rule.

The P?oject Manager also presented the proposed rule to child
support enforcement workers of the Southeastern Region of the State at
their quarterly meeting on April 26, 1985. Copies of the proposed
Rule and Statement of Need and Reasonableness were handed out to forty
child support enforcement workers. The rulemaking procedure, proposed
Rule and Statement of Need and Reasonableness ﬁere explained during a
morning long session.

Effective October 1, 1985, Minnesota Rules, parts 9500.1800 -
9500.1821, establish the system under which the Staﬁe Office of Child
Support Enforcement will pass through the entire amount of Federal
incentive money the state receives to counties based on the efficiency

and effectiveness of the county child support collection programs.



Part 9500.1800 Definitions

The Commissioner hereby affirmatively presents the need for and
reasonableness of the proposed definitions, except that definitions
which are solely for the purpose of identification, e.g.,
"Commissioner"™, are presumed by the department to be both needed and
reasonable without further justification.

subpart 1. Scope. This subpart is necessary and reasonable to
clarify that the definitions apply to the entire sequence of rules.

Subp, 2. AFDC collections. It is necessary to define this term
to identify the exact financial assistance programs for which
incentive payments will be available. It is reasonable to define this
term in this manner because this definition is consistent with the
definition provided under Code of Federal Regulations, title 45,
section 303.52(a). This definition includes title IV-E Foster Care
collections.

Subp. 2. Collectioms. This definition is necessary to make it
clear that both AFDC collections and non-AFDC collections are included
in this term. This definition is reasonable because it is
substantiglly similar to the definition under Code of Federal
.Hegulations, title 45, section 303.52(a).

Subp, 4. County IV-D agency. This definition is reasonable
because it identifies the agencies that administer the Child Support
Enforcement Program on a day to day basis in Minnesota and that are
thus eligible to receive incentives. These are county or multi-
county agencies subject to the supervision of the Department of Human
Services, this definition is also reasonable because it ié
substantially similar to the definition provided under Code of Federal
Regulations, title 45, section 303.52(a). This definition is

necessary because it clarifies which county unit of government has the



responsibility for child support enforcement ;nd also where
collections are paid. It is also necessary to define this term
because the county IV-D agency is the county unit of government, that,
through more effective and efficient operation of its child support
enforcement program, earns the financial reward of increased incentive
awards for the county welfare/human services department.

Subp. 5. County IV-D costs. This definition is necessary
because county IV-D costs are part of the ratio used to determine the
percent in part 9500.1810, subp. 5 and because county IV-D costs are
essential in determining whether a county is.eost effective and
efficient. This definition 1s reasonable because 1t 1is
substantially similar to the definition "Total IV-D Administrative
Costs" under Code of Federal Regulation, title 45, section 303.52(a).
This definition is also reasonable because the reporting of
expenditures is a standard and convenient system already in use by all
county IV-D agencies and the department.

Subp, 6. County IV-D agency quarterly incentive award. This
definition is necessary because the determination of the county IV-D
agency quarterly incentive awards is the purpose of this rule. The
amount of money_that the department pays the county for a portion of
its contribution ﬁoward AFDC assistance payments is the reward for an
effective and efficient county IV-D agency. This definition 1is
reasonabie because it is substantially similar to Code of Federal
Regulations, title 45, section 303.52(c)(2) which mandates a reduction
in the amount that would otherwise be paid by the state to reimburse
the Federal government its share of assistance payments.

Subp, 7. Department. This definition is solely for the purpose
of identification and clarification. It is the department as defined

under Code of Federal Regulations, title 45, section 303.52(a) that



will receive the state's quarterly incentive award and will pay
incentives to county IV-D agencies.

Subp, 8. Dollar Amount. This definition is necessary because it
identifies where this amount is determined and where it is used in the
rule. It is reasonable because it is used to determine a county IV-D
agency's quarterly incentive award in a way which is substantially
similar to the way the federal government determines the state's
quarterly incentive award.

Subp, 9. Federal fiscal year. The definition is necessary to
ensure that all county IV-D agencies and the department are working
within the same time frame. The time frame is reasonable because the
incentive system is based on the federal fiscal year.

Subp, 10. Fees. It is necessary to define this term because
"fees"™ are subtracted by the department from costs incurred by county
IV-D agencies to accurately identify county IV-D costs. I SR
reasonable to define fees as charges for services paid by individuals
for child support enforcement services because this definition is
consistent with the Code of Federal Regulations, title 45, section
303.52(b)(4)(14i1).

Subp, 11. Interest collected. It is necessary to define this
term because interest collected 15 subtracted from costs incurred by
county IV-D agencies to accurately identify county IV-D costs. This
definition is also necessary because it is one of the items under Code
of Federal Regulations, title 45, section 303.52(b)(%4)(1iii) that the
federal government requires the state to subtract from total IV-D
administrative costs. It is reasonable because it accurately
describes the type of money that must be subtractad from costs.

Subp, 12. Non-AFDC collections. It is necessary to define this

term because the federal government's calculations differentiate



between AFDC collections and non-AFDC collections. It is reasonable
to use this definition as it is consistent with the definition under
Code of Federal Regulations, title 45, section 303.52(a).

Subp, 13. Quarter. It is necessary to define this term because
the county IV-D agencies and the department must work within the same
time frame. This definition is reasonable because it is consistent
with accounting practices of the federal government.

Subp, 14, Ratio. It is necessary to explain this mathematical
procedure because this number is used to determine a percent from the
schedule in Part 9500.1810. It is reasonable to compute a cost to
collection ratio in this manner because it is consistent with the Code
of Federal Regulations, title 45, section 303.52(b)(1).

Subp, 15. Recovered costs. It is necessary to define this term
because "recovered costs"™ are subtracted by the department from costs
incurred by county'IV-D agencies to accurately identify county IV-D
costs. It is reasonable to define recovered costs as a refund of
county IV-D agency administrative expenditures because this definition
is consistent with the Code of Federal Regulations, title 45, section
303.52(b) (%) (1iii). |

Subp, 16. State's quarterly incentive anard. This definition is
necessary because 1t explains that the incentive aw#rd that the state
pays to the counties i1s received quarterly by the department from the
federal government and is the source of funds from which the
department pays the counties. This definition is reasonable because
it is substantially similar to Code of Federal Regulations, title 45,
section 303.52(ec)(2) which mandates a reduction in the amount that
would otherwise be paid by the state to reimburse the Federal

government its share of assistance payments.



Part 9500.1805 Purposes and Effect

Part 9500.1805 is necessary to assist the affected parties in
understanding the entire rule. Part 9500.1805 is reasonable because
it is substantially similar with Code of Federal Regulations, title
45, section 303.52 and is consistent with the consensus of the public
advisory committee.

Subpart 1. Purpose. Subpart 1 is necessary because this rule is
a series of complicated mathematical computations which are difficult
to understand without an introduction to them. This subpart is
reasonable because it clarifies to the affected parties how the rule
parts are logically tied together.

§uhn‘_a. Effect. Subp. 2 is necessary because without those
interrelationships explained it would be difficult to understand how
the department uses county IV-D agency information to determine
incentive awards. Subp. 2 1s reasonable because it explains
the relationship of the rule parts and enable the reader of the rule
to better understand the logical relationship between the individual

rule parts.

Part 9500.1810 Ratio Determination

Part 9500.1810 is necessary because it sets forth procedures for
the department and county IV=D agencies to follow in order to
determine a county IV-D agency's ratio and corresponding percent which
will be used in part 9500.1811 in calculating each county IV-D agency's
quarterly dollar amounts. This part is reasonable because it follows
the public advisory committee's unanimous recommendation that the
ratio used to determine the county IV-D agency's percent and
subsequent dollar amounts follow the instruections under Code of
Federal Regulations, title 45, section 303.52(b)(d) so that when the

counties and the department are audited by the federal office there



will be no new terms or procedures to define or explain.

The ratio is the basis for calculating county IV-D agency
incentive-awards. First the department determines a ratio. From the
ratio, a percent is determined by the schedule in part 9500.1810,
subpart 5. The percent is multiplied by collections to determine a
dollar amount yhich may be subject to limitations under part
9500.1812. This dollar amount is then used in the distribution
formula in part 9500.1815 to determine the county IV-D agency's
quarterly incentive award.

Subpart 1. Time frame. Subpart 1 is necessary because the
definition of a quarter sets the time for which the counﬁyIv-D agency
submits cost and collection reports to the department. This subpart
is reasonable because it corresponds to the time the federal
government uses in determining the state's incentive award.

Subp, 2. Collectiomns credited to the county IV-D agency that
makes a collection on behalf of another Minnesota county IV-D agency.
Subpart 2 is necessary to make it clear that collections shall be
credited by the county IV-D agency to only the county IV-D agency that
makes a collection on behalf of another Minnesota county IV-D agency
and not credited to both the initiating and responding county IV-D
agencies. The decision to credit collections made to the responding
Jurisdiction only was made so that the same dollar of child support
collected would not bé counted twice and to reward the responding
county which does the bulk of the collection action in such cases for
efficient and effective operation,

| sSubp., 3. Optional subtractions from net county IV-D costs.
Subpart 3 is necessary to indicate to county IV-D agencies that the
department will make subtractions from net reported costs when

determining ratios for incentive calculations if counties provide a



breakdown of thesegsts when reporting coung IV-D costs. It is
reasonable because it is substantially similar to Code of Federal
Regulations, title 45, séction 303.52(b)(4)(iv). These subtractions
from net county IV-D costs are also reasonable because they provide an
incentive to pursue the traditionally more difficult and expensive
paternity cases by allowing drawing and shipping of blood, testing and
retesting of blood and human leucocyte antigen (HLA) testing expenses
to be a subtraction from county IV-D costs, thereby reducing costs and
increasing ratios.

Subp, 4. Separate ratios. Subpart 4 is necessary because
separate determinations must be made by the department to calculate
ratios for AFDC collections and non-AFDC collections. The Federal
government awards the state different amounts, one for AFDC and one
for non-AFDC. This rule does the same for the counties. Subpart 4 is
reasonable because it is substantially similar to Code of Federal
Regulations, title 45, section 303.52(b)(1).

Subp 5. Ratio to percent. Subpart 5 is necessary to convert
each ratio to a percent. Each percent is then used in part 9500.1811
to arrive at the dollar amount. Subpart 5 1s reasonable because it is
substantially similar to the schedule under Code of Federal

Regulations, title 45, section 303.52(b)(1).

Part 9500.1811. Quarterly Determination of Dollar Amounts.

Part 9500.1811 is necessary because it explains how the
department mathematically determines each dollar amount needed in
part 9500.1815. This part is reasonable because it sets forth a means
to objectively determine a dollar amount based on efficient and

effective child support collection activities.
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Part 9500.1812 Limit on the Quarterly Determination
of the Dollar Amount of Non-AFDC Collections.

It is necessary to limit the dollar amount for non-AFDC
collections because there are many more potential non-AFDC collection
cases than AFDC collection cases, but collection activities must be
kept equal in the AFDC and non-AFDC collection areas. It 1s
reasonable to set non-AFDC dollar amount Iimits in this manner because
under Code of Federal Regulations, title 45, section 303.52(b)(3)(41)
to (iv), the department must determine the same limits when submitting
reports used to determine the state's incentive award. It 1s
reasonable to apply the same limits the federai government applies to
the states because the state 1s péssing its entire quarterly incentive

award on to the counties.

9500.1815 Distribution Formula

Items A through F are necessary because theylestabliah a standard
method for calculating a county IV-D agency's share 6f the state's
quarterly incentive award. Items A throuéh F are reasonable because
they prdvide mathematical instructions that will result in consistent,
objective calculations that reward the most effeptive and efficient
counties with proportionately higher‘incentive awards. This part also
provides for the transition period determinations in parts 9500.1817
through 9500.1821.

Other distribution formulas were discussed by the public advisory
committee and rejected because they did not promote equal services to
AFDC and non-AFDC activities and did not necessarily promote an
effective and efficient IV-D operation and because they favored some
counties more than others, After discussion, the public advisory
committee unanimously agreed upon the distribution formula set forth

in part 9500.1815. The public advisory committee also agreed that the
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entire incentive award received by the state would be passed through
to the counties and that the department would not receive any part of
the state's incentive award,

It is necessary for the department to inform the county of these
determinations within 45 working days after the end of the quarter
because county welfare/human services departments need to know when
they will receive the incentive award so they can budget properly.
Ihforming the counties within 45 working days is reasonable because it
gives the department sufficient time to make these determinations.

A. This determination is necessary because the total of all
county IV-D agency quarterly AFDC dollar amounts is used in item B,
Jtems A through C are reasonable because they accurgtely describe each
step of the formula.

B.I This determination is necessary because this quotient,
regardless of sign, shall be equally applied to all county IV=D
agencies and is used in item C.

C. This determination is necessary because this product is the
county IV-D agency's quarterly AFDC incentive award and because it is
used in item D.

D. The product identified in this item is necessary because it
clearly identifies the county IV-D agency's quarterly AFDC incentive
award. This item is reasonablg because it is the result of the
determinafions made in part 9500.1815 A through C. Item D is thé
base amount used for the adjustment at the end of the federal fiscal
year, for alternative incentive award determinations and
redeterminations in federal fiscal years 1986 and 1987.

E. This item is necessary because it gives instructions on how
to determine a county IV-D agency's share of the state's quarterly

non-AFDC incentive award. This item is reasonable because it is

12
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consistent with item D above.

F. This item is necessary because it clarifies that the county
IV-D agency's quarterly AFDC and non-AFDC incentive awards as
determined in items D and E are subject to the determinations of parts
9500.1817 through 9500.1821. This item is reasonable because it is

substantially similar with Code of Federal Regulations, title 45,

section 303.52(e)(3)(5).

9500.1817 Adjustments

It 1s necessary to address the potential for overpayments or
underpayments of incentive awards paid by the state to county IV=-D
agencies because the federal government will estimate the total
incentive payment that the State will receive for an upcoming federal
fiscal year but then readjust the state award based on actual amounts
reported. If, following the end of the federal fiscal year,
ad justments to the estimate are necessary, the state's AFDC grant
award will be reduced or increased because of over or under-estimates
for prior quarters. It 1s reasonable to make the necessary
adjustmenfs to county IV-D agency incentive awards following the end
of the federal fiscal fear because that is when adjustments to the
state's incentive award will be made. It is necessary for the
department to notify the county of these determinations within 30
working days because county welfare/human services departments need to
know when they will receive this adjustment so they can budget
properly. Notification within 30 days is reasonable because it gives

the department sufficient time to make these determinations.

9500.1820 Federal Fiscal Years 1986 and 1987 Alternative
Incentive Award Determination

Part 9500.1820 is necessary because it provides for a smooth

13
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transition from the cld incentive system to the new one, and for a way
to avoid undue pressure on some county IV-D agencigs to immediately
change their current operating methods. This 80 percent pransition
provision is reasonable because it is what the federal government
allows the state for this time under Code of Federal Regulations,
title 45, section 303.52(c)(5).

The formula used to calculate incentive awards for federal fiscal
years 1986 and 1987 is reasonable because it allows less effective and
efficient county IV-D agencies two years to improve ratios to the
point where they may earn higher incentive awards under the new
system,

The public advisory committee considered other formulas for this
transition period but unanimously recommended this formula and two
year time because it guarantees each county IV-D agency at least 80
percent of what it would have received under the incentive award
system in effect for federal fiscal year 1985.

A. Item A is necessary because it explains how to arrive at the
federal fiscal year 1985 incentive award amount which is needed in
order to determine the guaranteed 80 percent amount in item B. It is
reasonable because it is substantially similar with Code of Federal
Regulations, title 45, section 303.52(c)(5).

B, This item is necessary because it provides the procedure to
arrive at the amount which is equal to 80 percent of what each county
IV-D agency would earn under the incentive award system in effect for
federal fiscal year 19085. It is reaaopable because it 1is
substantially similar with Code of Federal Regulations, title 45,
section 302.52(c)(5).

C. Item C is necessary because it is used in item G for

comparision between item E, whose corresponding incentive award in
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item D is higher than in item C. Item C is reasonable because by
multiplying by .81 the department assures county IV-D agencies that
funds will not be drawn away from a county IV-D agency in an amountl
that would bring them below the 80 percent guaranteed amount.

D. Item D is necessary and reasonable because it provides for
the incentive award amount that will be used in item E, F, and G, for
comparison with the 80 percent amount from item B and the 81 percent
amount from item C.

E through I. Items E through I are necessary and reasonable as
they determine incentive awards, clarify the appropriate award,
continue incentive award comparisons and identify the final incentive
award.

J. TItem J is necessary because it instructs the department to
make thé determinations in part 9500.1821 if funds must be drawn from
county IV-D agencies whose incentive awards are greatef than 80
percent to supplement those county IV-D agencies whose incentive
awards are less than 80 percent of what their award would have been
under the incentive system in effect for federal fiscal year 1985.
The purpose of part 9500.1820 is to guarantee each county at least 80
percent of its federal fiscal year 1985 incentive award., This is
reasonable because this is what the federal government has guaranteed
the state, and the department wants to pass through to the counties
this same guarantee. If the application of the formula to all the
counties results in any county receiving less than the 80 percent
guarantee, the department must draw some of the incentive money from
counties that would otherwise receive more than 80 percent. Itlmight
be necessary to recalculate incentive'awﬁrds because the amounts
received from the federal government are the only amounts available

for incentive awards to the counties. If the limited pool of federal
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money is too little to pay all counties the amount they would receive
under the formula in Parts 9500.1820, item J instructs the department
on how to recalculate incentive award amounts to ensure each county at
least 80 percent of what they would have earned under the incentive

award system in effect for federal fiscal year 1985.

Part 9500.1821 Redetermination of Incentive Awards
For Federal Fiscal Years 1986 and 1987

Part 9500.1821 is necessary because for the first two years of
the new incentive award system, counties with low ratios are
guaranteed at least 80 percent of what they would have earned under
the incentive award system in effect in federal fiscal year 1985.
This principle was unanimously recommended by the public advisory
committee and is reasonable because it is consistent with the 80
percent transition provision under Code of Federal Regulations, title
45, 303.52(c)(5). The purpose of this part is to redistribute funds
from those county IV-D agencies whose incentive awards are above 80
percent of what they would have earned under the incentive award
system in effect for federal fiscal year 1985 to those county IV-D
agencies whose incentive awards are less than 80 percent of what they
would have earned under the incentive award system in effect for
federal fiscal year 1985.

Part 9500.1821 must be used when part 9500.1820, item J indicates
that during federal fiscal years 1986 and 1987 one or more counties,
under the new incentive award system, would receive less than 80
percent of what they would have received under the incentive award in
effect for federal year 1985.

A, and B, Items A and B are necessary because they are used to
determine the total of all county IV-D agency incentive awards from

part 0500.1820 items F, G, and H. Items A and B are reasonable
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because these totals are used in item C.

D Item C is necessary because it is subtracted from the state's
yearly incentive award in item D. Item C is reaaqnable because 1t is
used to determine the total amount of incentive awards that are over
80 percent that the department can later divide and add to county IV=-
D agency incentive awards that are under 80 percent of their federal
fiscal year 1985 incentive award amount to bring the latter up to 80
percent of what they would have earned under the incentive award
system in effect for federal fiscal year 1985.

D. Item D is necessary because it provides the department with
the difference between the total of the county IV-D agencies earned
incentive awards and the state's yearly incentive award. This item is
reasonable because this amount is used in item E.

E. Item E is necessary because this step provides the department
with the total amount of county IV-D agency incentive awards over the
80 percent amount. Item E is reasonable because this totazl is used in
item F.

F. Item F is necessary because 1t identifies the incentive award
amount from each county IV-D agency which is available for
redistribution to those counties below the B0 percent level determined
in part 9500.1820, item A. Item F is reasonable because it is used in
steps G and H below.

G. Item G is necessary because it requires the department to
determine the total of the amouﬂts determined in item F. Item G is
reasonable because that total will be needed to make the
determinations in item H and I below. -

H. and I. Items H and I are necessary because they provide the
mechanism by which the department identifies the redetermination

adjustment amount and applies that amount to bring the county IV-D
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agencies that are below the 80 percent amount up to at least 80
percent. Items H and I are reasonable because they achieve the 80
percent amount that the public advisory committee unanimously agreed
upon and are consistent'with the 80 percent guarantee provided under

Code of Federal Regulations, title 45, section 303.52(e)(5).

9500.1825 Effective Date of Parts 9500.1810 through 9500.1821

This part is necessary because the federal regulations are not
effective until October 1, 1985. This part is also necessary as there
will be no incentive money available until after the end of the
quarter that starts October 1, 1985. The part is reasonable because
it is the same starting.date the federal government shall use to
compute incentive payments for the state under Code of Federal
Regulationé, title 45, section 303.52(b).
E OE E E B E B OE OE K E E B E N OE R OE E E E K E R R K OE E X O E X oE G

This proposed rule is expected to procede without a publie
hearing.

If a public hearing is requested, the Project Manager does not
plan to call any expert witnesses from outside the Department to

testify on behalf of the rule.

The foregoing is submitted in support of and as justification for

the final adoption of the proposed rule.

Dated: J“"l 2, ., 1985

missioner
Minnesota Department of
Human Services
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State of Minnesota

Department of Human Services

Appendices to

In the Matter of the Proposed Adoption Statement of Need
of Minn, Rule 9500.1800 - 9500.1821 and Reasonableness
APPENDICES: A. Federal Register, Thursday, May 9, 1985, Part

I1I, Department of Health and Human Services-
Office of Child Support Enforcement; 45 CFR
Parts 301, 302, 303, 304, 305, and 307; Child
Support Enforcement Program, Implementation
of Amendments of 1984, Final Rule.

Notice of Intent to Solicit Outside Opinion
Concerning Child Support Incentives

Department of Human Services Informational
Bulletin #85-25.

Members of the Public Advisory Committee.

Computer Printout of Incentive Awards Based
on 1984 Data (working example).
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L&EPARTMENT OF HEALTH AND
HUMAN SERVICES
1

Office of Child Support Enforcement

45 CFR Parts 301, 302, 303, 304, 305,
and 307

Child Support Enforcement Program;
Implementation of Child Support
Enforcement Amendments of 1984

acency: Office of Child Support
Enforcemen! (OCSE), HHS.

acTion: Final nile.

sutmARY: This fina) rule implements the
Child Support Enforcement
Amendments of 1984, Pub. L. 98-378,
which amend title IV-D of the Social
Security Act (the Act). The statulery

. changes implemented by these

regulations fall within th%e basic
calegories.
(1) Availability of Services;
{2) Enforcement Technimues; and
(3) Program Adminisiralion and .

Financing.

For a detailed discussion of these

calcgories see SUPPLEMENTARY

INFOR®ATION. These regulations are

effective (May 9, 1985).

paTes: The various compliance dales

of the statutory requirements are listed

below: !

September 1, 1984—Imposition of
Optional Late Payment Fees on
Obligated Parents Who Owe Overdue
Support (§ 302.75)

October 1, 1984:

Collection and Distribution of Support
in Fester Care Maintenance Cases
(§ 302.52)

Continuing IV-D Services for Families
that Lose AFDC Eligibility (§ 302.51)

Computerized Support Enforcement .
Systems (45 CFR Part 307)

December 1, 1984—State Commissions
on Child Support (§ 304.95)

October 1, 1985:

Mandaltory State Procedures
(§§ 302.70, and 303.100 through
303.105) .

Incentive Payments o Stales an
Political Subdivisions (§§ 302.55.
and 303.52)

Notice of Collection of Assigned
Support (§ 302.54)

Publicizing the Availability of Support

Enforcement Services (§ 302.30) " .
Mandatory Collection of Spousal

Support (§§ 302.17 and 302.31)
Payment of Support through the IV-D

Agency or Other Entity (§ 302.57)

Effective for refunds payable after -

December 31, 1985, and before
January 1, 1991—Collection of Past-
due Support from Federal Income Tax
Refunds in non-AFDC Cases (§ 303.72)

October 1, 1987 —State Guidelines for
Child Support Awards (§ 302.56)

October 1. 1987 and therecafter—
Reduction in the Federal Malching
Rate (45 CFR Parts 301, 304, 305 and
307)

See also the discussion under the
heading "Paperwork Reduction Act”
regarding information collection
requirements.

FOR FURTHER INFORMATION CONTACT:
Al (301) 443-5350:

Craig Hathaway (Foster Care;
Publicizing Services; Spousal Support;
Notice of Collection: Date of . i
Collections: Income or Wage -
Withholding: Stale Commissions)

Mariarnne Rufty (Expedited Processes;
Liens; Posting Security, Bond or
Guarantee; Information to Consumer
Reporting Agencies; Delays in
Implementation of Required Praclices;
Exemplions from Required Praclices;
Payment through IV-D Agency or
Other Entity; Incentive Payments;
Reductions in Federal Matching Rate)

Carol Jordan (Federal and Stale Income
Tax Refund Offset: Access to Federal
Parent Localor Service; Continuing
IV-D Services for Families that Lose
AFDC Eligibility; Guidelines for
Setting Child Support Awards; Late
Payment Fees)

Michael Fitzgerald (90 Percent Funding
for Automated Systems Hardware;
Required Application Fee)

SUPPLEMENTARY INFORMATION: The

sreamble to these regulations contains a

detailed summary of the regulatory

requirements followed by responses to
commenls received on the proposed
regulations. To help readers locate
corresponding portions of the preamble,
identical headings are used to describe
each section of the summary and each
section of the responses 1o comments.

The following is a summary of the
requirements implemented by these
regulations.

Mandatory State Procedures °

Since the inception of the Federal -
Child Support Enforcement program
there has been a marked difference in
the level of success of the programs
operated by the various States.1n the
nine years the Federal program has been
in existence, certain procedures which
have noticeably increased the
effectiveness of Stale programs have
been identified. As a result of this
experience, Congress has enacted
seclions 454(20)a and 466 of the Act to
require all States to implement these . _
proven procedures by October 1, 1985.

However, if a State demonstrates to the

Secretary that State legislation is
required to conform the State planto -

, .

e or more of the requirem
new statute, the Stat;l's planc:;l;ﬁrn!:fbg
regarded as failing to comply solely b
reason of its failure to mect the ¥
requirements imposed by the new
amendments until four months afier the
end of the first session of the State's
legislature which ends on or after
October 1, 1985.

These regulations: (A) require thal a
State plan for child support enforcement
mus! provide that the State has in effect
laws governing the mandatory
enforcement procedures specified in
section 466 of the Act; (B) specily how a
State should proceed in order to obtain
an exemption from one or more of these
procedures and the basis for granting
exemplions, and (C) specify the criteria
that a State must meet in implementing
the mandatory enforcement procedures.

Stale Plan Requirement (§ 302.70)

The regulation at 45 CFR 302.7
cortains the State plan requirement for
the use of mandatory practices lo
improve program effectiveness as
specified in the paragraph 454(20) of the |
Acl. The definition of “overdue support”
from section 466(e) of the Act that is
applicable to all mandaltory practices’is
in the general definitions section 45 CFR
301.1 "Overdue support” means a
delinquency pursuant to an obligation
delermined under a cour! order, or an
order of an administrative process
established under State law, for support
and mzintenance of a minor child which
is owed to or on behalf of the child or
for the absent parent’s spouse [or former
spouse) with whom the child is living, if
and to the extent that a spousal support
obligation has been established and the
child support obligation is being

_enforced under the State's IV-D plan. At
“the option of the State, overdue support

may include amounts which otherwise
meet the definition in the previous
senlence, but which are owed to oron |,
behalf of a child who is not a minor
child. The option to include support
owed to children who are not minors
applies independently to the procedures
under section 466 and these regulations
at § 302.70. - k - '
Under § 302.70(a), a State plan for
child support enforcement mus! provide
that the State has in effect and has
implemented laws and procedures
specified in'section 466(a) of the Act for:
(1) Carrying out a program for the
withholding of amounts from the wages
of individuals to comply with support
orders: (2) establishing and enforcing
support orders by expedited processes;
(3) obtaining overdue support from State
income tax refunds in cases where
supporl is assigned to the State under - -
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* cectiors 302()(26) or 471{a)(17) of the

‘Act andwhere support is collected
under section 434(6) of the Act: (4)
imposing liens against real or personal
property for amounts of overdue
support; (5) establishing a child's
paternity at least up to the child's 18th
birthday: (6) requiring the absent purent
1o give security. post a bond or give
some guaranice to secure payment of
overdue supporl (7) making available to
consumer reporting agencies at their
reguest information regarding the
amount of support owed by an absent
parent if the amcunt is more than 51,000
or at the opticn of the State if the
amounl is less than $1.050: and (8)
including a provision for wage
withholding in child support orders
issued or modified in the State.

Section 466 reqyjres States to use
procedures 3.4, 6 and 7 except when
they determine that the procedures are
ineppropriate in an individual case.
Using guidelines ganerally availzble lo
the public. Stales must take into account
the payment record of the absent parent,
the availability of other remedies, and
other relevant considerations in
determining whether use of a particular
procedure is inappropriate in an
individual case. States may not develop
guidelines that delermine a majority of
cases in which rio other remedy is being
used to be inzppropriate. We have
implemented this requirement in
§ 322.70(b). Under § 302.70(c), State laws
enacled to implement these effective
practices must give States sufficient
authority to comply with the
requirements contained in 43 CFR
303.100 through 303.105. We have not
included a section under Part 300 of the
regulations on paternity established up
to the child’s 18th birthday because
inclucding the requirement under § 302,70
is adequate to regulate this mandatory
procedure.

Section 466(d) of the Act ellows the
Secretary of HHS 1o grant a Sta'e (ora
political subdivision with respect to
expedited process) an exemption from
enacling and using any of the .
precedures mandaled by the new law if
the State demonstrales that the
procedure would not increase the
effectiveness and efficiency of the
State’s Child Support Enforcement
program. Such demonstration mustbe .
supported through the presentation of
data pertaining to caseloads, processing
time, administralive cos!'s, average
support collections or otheractual or
estimated data that the Secretary may
require. The Secretary will review the
exemplion periodically and terminate it
if circumstances, including - - :
effectiveness, should change.....  _ .

Urder § 302.70{d){1). a Stele may
rcquest an exemption from the State
plan requirements of paragraph (a) by
submitting a request for exemption to
the appropriate Regional Office. Under
this process, a State may also request an
exemption frcm the requirement for
expedited processes for a political
subdivision of the State. Under
§ 302.70(d)(2). the Secretary will grant
an exemption for up to three yvears upon
a demonstration by the State that
compliance would nct increzse the
effectiveness and efficiency of its Child
Support Enforcement program. To
support en initial exemption, the
information required by section 468(d) of
the Act must be provided and
documented by the State. Becauvse the
Congress has given the Secrelary
discretion to delermine whether or not
to grant an exemption, disapproval by
the Secretary of a request for exemption
is not subiect to appeal.

Secticn 302.70(c)(3) provides for
review by the Secretary and termination
of the exemption for the State (or
political subdivision in the case of
expedited processj if the State cannot
cdemonstrate that it continues to warrant
an exemption in accordance with
paragraph (d). Under paragreph (d)(4), a
State must request an extension of an
exemption 90 days prior to the end of
the exemption period granted by the
Secretary by submitting current data
that demonstrates that compliance with
the required procedure will not increase
the efficiency and effectiveness of its
Child Support Enforcement program.

If the Secretary revokes an exlension
or does riot grant an exlension of an
exemption, paragraph (d}(5) requires the
State to enact the appropriate laws and
procedures to implement the mandatory
practice by the beginning of the fourth
month after the end of the first session
of the State’s legislature which ends
aflter the date the exemption is revoked
or the extension denied. If no State law
is necessary, the State must establish
and use the procedure by the beginning

_ of the fourth month after the date the

exemption is revoked.

Procedures for Wage or Income
Withholding

Section 466 of the Act requires that
States provide for by law and have in _
effect two distinct procedures Tor '
dealing with wage withholding. The
first, required under section 456 (a)(1)
and (b) of the Act, pertains only to cases
being enforced through the IV-D agency:
Under this requirement, States must -
have and use a procedure that requires -
wage withholding to be triggered in IV~ .
D cases whenever an arrearage accrues
that is equal to the amount of support

gible for one month. Withholding i
P 110iCIng 1S
qgan without amendment 10 the
order or further action by the court.
Section 466(b) also spccifies other
elements of the withholding system for
IV-I.? cases such as the basis for appeal,
maximum amounts of withholding,
imposing fines on noncooperative
employers and so forth.

The second procedure. required by
section 466{a)(8) of the Act, provides
that all new or modified orders issued in
the State include a provision in the order
fot wage withholding when an arrearage
occurs, The intent of the second
required State procedure is to ensure
that orders not being enforced through .
the IV-D agency will include in them the
authority necessary o permit wage
withholding to be initiated by someone
other than the IV-D agency (e.g.a .’
private atterney). :

The specific requirements for applying
wage withholding that are set out for
IV-D cases do not apply to wage
withholding that ensues solely from the
inclusion of 2 wage withholding clause
in an order. States are free to estatlish
the conditions and procedures to be
applied for wage withholding for cases
not being enforced through the IV-D
agency. It is likely that mest States will ©
conform these conditions and -
procedures to those reguired to be used
for IV-D cases. Should the conditions
and provisions of the two required
procedures differ, however, the
procedures required to be used for IV-D .
cases must be applied in [V-D cases,
For example, if an order calls for
withholding to begin when the arrearage
amount equals the amount payable for
two months in accordance with the
State's procedure for orders not being
enforced under title IV-D, withholding
must still begin after one month’s
arrearage accrues in accordance with
the State procecure that applies to all

- IV-D cases, if that order is now being

enforced under the State's IV-D plan.
We implemented sections 466(a) (1)
and (8) and (b) of the Act which provide
for withholding of income or wages of
individuals who owe overdue support
by adding a section 45 CFR 303.100,
Procedures for wage or income
withholding. To implement section
466(b)(1) of the Act, § 303.100(a)(1)
requires that States must ensure that in
the case of each absent parent subject to
a support order in the State which is
being enforced under the State plan, so
much of his or her wages mustbe -
withheld as is necessary to comply with
the order. In addition to withholding the
amount due for current support, *
paragraph (2)(2) requites the State to
withhold an additional amount of wages

s



to 8e 2pp'®@d toward liquidationof
overdie suppott Paragraph {a)(3) limits
the total amount withheld for support
and other purposes to an amount not to
exceed the maximum permitted under
section 303(b) of the Consumer Credit
Protection Act (15 U.S.C. 1673(b)).

In accordance with section 466(b)(2)
of the Act. § 303.100(a)(4) requires that .
the State law be designed so that, in the
case of a support order being enforced
under the State plan, withholding occurs
without the need for any-amendment to
the support order involved or any
further action by the court or entity that
issued it. This blanke! provision of State
law must apply 1o both existing and new
support orders.

Section 466{a)(8) of the Act and
§ 303.100(h), which implements the
second required State procedure
discussed above, providedhat new or
modified support orders established
after the effective date of the new law
mus! have a specific provision for
withholding. As states earlier, this is o
ensure that withhelding as a means of
collecting support is available if
arrearages occur without the necessity
of applying for IV-D services.
Notwithstanding, if a new or modified
support order does not includea .
provision for witkholding and the order
is being enforced by the IV-D agency.
withhelding must occur as required in
§ 303.100 (a) through (g).

To implement the requirements under
section 466(t)(3) of the Act for triggering
withholding § 303.100{a){4) requires that
the State take steps to begin withholding
on the date on which the parent fails to _
mazke payments in an amount equal to
one month’s support obligation. This
does not mean that the individual must

-miss paying the support obligation for

one month. Any combination of unpaid
support totalling one month's accrued
arrearages would trigger a withholding.
Paragraph (a)(4) also requires the State
to take steps to implement the
withholding at any earlier time that is in
accordance with State law or that the
absenl! parent may request. This means
that a State could use withholding fo
collect support in all cases if it chose to
do so. ;

In accordance with section 466(b)(4)
of the Act, § 303.100{a)(5) specifies that
the only basis for conlesting a
withholding is a mistake of fact, which
means only an error in the amount of
current or overdue support or the
identity of the alleged absent pargnt

Section 303.100{a)(6) requires that
States prorale amounts available for
withholding where there is more than .
one notice of withholding againsta
single absen! parent, and that carrent
support be given priority up to the limits

impgsed by section 303(b) of the
C ser Crecit Protection Act.

ion 465(b)(4) of the Act and
§ 303.100(a)(~) require that withholding
be carried out in full compliance with all
procedural due process requirements
under the State's laws. Paragraph (a)(8)
specifies that the absent parent may not
avoid imposition of wage withholding
simply by paying the overdue support.
Section 303.100{a)(9) requires States to
have procedures for terminating the
withholding promptly, in accordance
with section 466{b)(10) of the Act, but in
no case should the payment of overdue
support be the sole reason for
termination. In paragraph (a){10) we
require Stales o have procedures for
promptly refunding to individuals
monies that have been improperly
“'iLHhe]d-

Under section 466{b)(4), States must
provide notice to an individual before
notifving the individual's employer
concerning a withholding. The notice
must inform the individual of the intent,
to withhold and of the procedures to
follow to contest the withholding. An
individual may contest the withholding
only on the basis of a mistake of fact. If
the individual contests the proposed
withholding, the State must delermine
whether or not the withholiding will
occur and, if so, notify the individual,
within no more than 45 days after the
provision of the advance notice, of the
timeframe within which the withholding
is the begin. To implement these
requirements, § 303.100 (b) and (c) set |
forth the criteria that States must meet
in giving advance notice and providing
an opportunity to contest the
withholding. In paragraph (b)(1) on the
date the absent parent fzils to make
payments in an amount equal to the
support payable for one month, States
must take steps to provide advance
notice to the absent parent of the
delinquency of support payments and
the potential withholding. The notice
must inform individuals: (1) of the
amount of overdue support that is owed
and the amount of wages to be withheld:
(2) that the withholding applies to any
current or subsequent employer or
period of employment; (3) of the
methods available for contesting the
withholding on the grounds that the
withholding is not proper because of
mistakes of fact (4) of the period within
which the State must be contacted in
order to contest the withholding and
that failure 1o contact the State within
the specified time [imit will result in the
Statenotifying the employer to begin the
withholding; and (5) of the actions the
State will take if the individual contests
the withholding. Although we arenot |
specifying a period of time within which

AN NG v Iv s snwes SO e
contest the withholding. States should
estabh standard time period (jor
examp days) that would allow
them to complete all required action
within the statulory 45-day limit
contained in paragraph (c).

As specified in section 466(b)(4) of the
Act, paragraph (b)(2)(i) exempts from
the requirements for advance notice and
State procedures when the absent
parent contests the withholding in
response 1o the advance notice any
State which has a withholding system in
effect as of August 16, 1984, if the
sysiem provides, on that date and
afterwards, any other procedures
necessary 1o meet the State’s procedural
due process requirements. Paragraph
(b)(2)(ii) requires these Sfales to take
steps to send the employer the notice
required in paragraph (d) on the date on
which the absent parent fails to make
payments in an amount equal to the
support pavable for one month and to
meet all other requirements of § 303.100.

Paragraph (c) requires that States
establish procedures for use when an
absent parent contests a withholding in
response to the advance notice. Ata
minimum, the procedures must provide
that the State, within 45 days of giving
advance notice to the individual, will:
(1) Give the individual an opportunir to
present his or her case; (2) decide if - =
withholding will occur based on an
evaluation of the facts; (3) notify the
individual whether or not the
withholding is to occur and if so. include
in the notice the timeframe within which
withholding will begin and the
information provided to the employer in -
the notice required in paragraph (d); and
(4) if the withholding is to occur, send
the notice to the employer required
under paragraph (d). .

When the absent parent doe* ot
contest the withholding withi:
timeframe specified by the £ -has
exhausted all procedures estz_... :ed by -
the State in accordance with paragraph
(c). the State must give notice of the
withholding o the employer, in
accordance with section 466(b)(6)(A)} of
the Act and § 303.100(d). Clear
Congressional intent in the Conference
report indicates that Federal employees
are subject to the withholding provisions
of the new statute. Therefore, in cases
involving Federal employees and
members of the uniformed services, the
notice to the employer must be directed
to the appropriate designated official
identified in: Appendix A of 5 CFR Part
581 for Federal employees; 32 CFR =~
54.6(g) of proposed regulations issued - *
October 18, 1982 (47 FR 46297) for
members of the military; 42 CFR 21.74
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i "11(:1"11."'5 of the Public Heulth
Service: and 33 CFR 54.07 for membe
of the Coast Guard.

Section 466{b)(6) of the Act sets forth
specific requirements with respect to
notice to the emplover as well as
rt:sponsnb:htsﬂs of the employer and the
State in withholding wages. To meel
these requirements, the notice to the
employer must contain the elements
listed in & 303.100{d)(1}). Under

aragraph (d)(1)(i) the notice must
require the cmpicn. er to withhold the
amount specified in the notice (and
include a statement that the amount
actually withheld for support and for
other purposes, including the fee
specified under paragraph (d){1)(iii),
may not be in excess of the amount

allowed under section 303(b) of the
Consumer Credit Protection Act). Under
paragraph (d)(1)(ii). the Tiotice must
instruct the employer to pay the amount
lo the State [or other individual or entity
that the State designates) within 10 days
of the date the employee is paid. Under
paragraph (dj(1)(iii). the State may allow
the employer to deduct a fee establi shed
by the State and specified in the notice-
for the administrative cos!s of each
withhelding. Under this provision, the
Stale must specify that the fee be
withkeld from the absent parent's wages
in addition o the amount 1o be withheld
to salisfy support. .

Under paragraph (d)(1)(iv), the notice -
must siale that the withholding is
binding cn the employer until further
notice by the State. In addition,
paragraph (d)(1)(v) requires the notice to
specify that the employer is subject to a
Tine for discharging,. refusing to employ
or taking disciplinary ection against an
individual because of a withholding.
Paragraph (d)(1)(iv) require the notice to
specify that, if the employer fails to
withhold wages, the employer is liable
for the accumulated amount the
employer should have withheld. In
paragraph (d)(1)(vii), the witkholding -
must have priority overany other legal
piocess under Stale law against the
same wages as required by section
466{b)(7) of the Act. This means that an

_employer must withhold amounts for

support before complying with any other
legal process imposed in accordance
with State law. In paragraph (d)(1)(viii),
employers may combine withheld.
amounls in a single payment for each
appropriale agency requesting
witkholding and separately identify the

. portion of the payment which is

_attributable to each individual -

employee, in accordance with section

© 466(b)(6)(B) of the Act.

" (d)(2), using the authority granted to the

In § 303.100 (d)(1) (ix) and-[x] and- -

Secretary undcer seetion 1122 of the Act
we require some general requirements lo
facilitate withholding. Section 1102
authorizes the Secretary of HHS to
publish regulations not inconsistent with
the Act which may be necessary to
efficiently administer the Secretary's
functions under the Act.

Paragraph (d)(1)(ix) requires the
cmployer to impleinent the withholding
no later than the first pay period that
occurs after 14 day's from the mailing
dale on the notice. In paragraph
(d){1){x). we require that employers
must notify the State promptly of the
termination of the individual's
employment and provide the
individuval's last known address and the
name and address of the individual's

" new employer, if known. We believe

these reqauemen!s will ensure the
proper implementation of withholding.
Under paragraph (d)(2). if the absent
parent does not contest the withholding
within the time period specified in the
advance notice, the State must
immediately send the notice to the .
employer, Paragraph (d)(3) requires that,
if the absent parent changes .
employmenl within the State while the ~
wsthholdmg is in effect, the State must

notify the new employer, in accordance

with the requirements of paragraph
(d)(1). that the withholding is binding On
the new employer.

Section 303.100{e) outlines the
procvdmes for the administration of

withholding as provided by section
-1 16(b)(5) of the Act. Under
§ 303.100{e){1), a State mus! desigrnate a
public agency to administer withholding
in accordance with procedures specified
by the State for keeping adequate
records to document, track and monitor
supporl payments. The Stale may
designate public or private entities to
administer the withholding on a Siate or
local basis under the supervision of the
designated State withholding agency if
the entity, or entities are publicly
accountable and follow the procedures
specified by the State. The State may
designate only one entity to administer
withholding in each jurisdiction.
Paragraph (e)(2) requires the State under
(€)(1) to distribute amounts withheld

promptly in accordance with section 457 :

of the Act and related regulations A
State may contract with private firms for
the collection and distribution of
withheld amounts. If a State contracls
with a private firm, the State must
reduce its IV-D expenditures by any _-

interest earned by the firm on withheld .
amounts in the same manner as it would .
[for interest earned on any other IV-D .
transaclions. This is in accordance with -
-. section 455 of the Act. Under this '

TeqLrement a8 5 S o N ‘e
eep interest carned s paymen

ices provided. but the interest
amount must be deducted from the
State's IV-D expenditures,

The new section 466(b)(8) gives a
State the option to expand its
withholding system to include
withholding from forms of income other
than wages in order 1o ensure that
support owed by absent parents will be
coliected regardless of the nature of
their income-producing activities.
Section 303. 100{!] implemcnts this
optional'provision.

Under § 303. 100(g)(1), we implemented
the requirement in section 466(b)(9) that
States extend their withholding systems
to include withholding in cases where
the support orders were issued in other
States. As specified in the statute, this
provision is necessary to ensure that
support owed to children and their
cuslodia! parents will be collected
withoul regard to the residence of the
absent parent.

Although the requirements contained .
in § 303.100 (g)(2) through (g){7) are not
specifically required by the statute, we
believe they are necessary for the
proper implementation of the statute
and to clarify the responsibilities of
each State involved in an interstate

-withholding. We are, therefore, using the

authority granted to us under section
1102 of the Act to 1mp05e Lhesa
requirements. - - i
In paragraph (g)(2), we reqmre that
the State law require employers within
the State's jurisdiction to comply with a
withholding notice. Under paragraph
(g)(3), we require that once withholding
in a particular case is required, the [V-D
agency of a State in which the custodial
parent applied for [V-D services must
promptly nolify the IV-D agency of any
other State in which the absent parent is
employed in order to implement
interstate withholding. We require this
notification to conlain all the _
information necessary to carry out the .
withholding, includirg the amount
requestad to be withheld, a copy of the -

‘support order and a statement of

arrearages. If necessary, the State where
the support order is entered must
promptly provide the information
necessary to carry out the withholding
when requested by the State where the
custodial parent applied for services.
Paragraph (g)(4) requires the State in

_ which the individual is employed to.

implement withholding promptly upon

receip! of the notice to withhold from.

the State where the custodial parent .

applied for services. - L
Since the State where the absent -

parent is employed must carry out the -
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withtblding with the employer.in |
paragraph [g)(5) we require that Stale
provide the advance notice 1o the absent
parent, the opportunity to contest the
withholding and the notice to the
emplover. In addition, under paragraph
()(5). when an absent parent terminates
employment within the State, that State
must notify the State in which the
custodial parent applied for services
that the absent parent is no longer
employed in the State and provide the
name and address of the absent parent
and new employer. if known. This will
allow the State where the custodial
parent applied for services to notify the
new State where the absent parent is
currently employed to implement
withholding. Under paragraph (g)(6), all
procedural due process requirements of
the State where the absent parent is
employed would apply. Raally,
paragraph (g)(7) provides that, except
for specifying when the withholding
shall zpply which is controlled by the
State where the support oTder was
entered. the law and procedures of the
State where the absent parent is
empleyed shall apply.

Paragraph (h) requires support orders
issued or modified in the State beginning
October 1, 1985, to include a provision
for wage withholding. as discussed
earlier in this preamble.

Expedited Processes

We implemented the requirements of
secticn 466(a)(2) by adding 45 CFR
303.101, Expedited processes. Paragraph
(a) of § 303.101 defines the term
"expediled processes” as administrative
or expedited judicial processes or both
which increase effectiveness and meet
processing times specified in paragraph
(b)(2) and under which the presiding
officer is not a judge of the court.

To implement the specific
requirements of section 466(a)(2) of the
Act, paragraph (b)(1) requires States to
have in effect and use expedited
processes to establish and enforce
suppor! orders in intrastate and
interstate cases. Under paragraph (b)(2),
actions to establish or enforce support
obligations in IV-D cases must be .
completed from time of filing to time of
disposition within the following time  *
frames: (1) 80 percent in 3 months; [2) 98
percent in 6 months; and (3) 100 percent
in 12 months. Under paragraph (b)(3).
the State may use expedited processes
for paternity establishment. A State may
not simply enact a law authorizing the
use of expedited processes bul must in
fact use them in lieu of full judicial
process to ensure more effective and
efficient processing of support =
establishment and enforcement actions.
Under paragraph (b)(4), in cases which

volve complicated issucs requiring

dicial resolution, the State must
establish a temporary support order
under its expedited processes and may
then refer the remaining complex issues
to the full judicial system for resolution.

Section 303.101(c) se!s forth the
safeguards that a State's expedited
processes mus! provide. Paragraph (c)(1)
requires that orders established under
the State's expedited processes have the
same force and effect under State law as
orders established by full judicial
process. Under paragraph (c)(2). the
Stale's processes must ensure that the
rights of the individuals involved are
protected. Paragraph [c)(3) requires that
the State's processes provide the parties
with a copy of the support order.

To ensure that presiding officers in the
State’s expedited processes are :
qualified, paragraph (c)(4) requires
Stales to have writlen procedures to
ensure their qualifications. Paragraph
(c){3) permits the recommendations of
presiding officers under the State's
expediled processes to be ratified by a
judge. Lastly, paragraph (c)(6) allows
any action tzken under the State’s
expedited processes to be reviewed
under the State’s generally applicable
judicial procedures.

Section 303.101{d) se!s forth the
minimum functions that a presiding

. officer under a State's expedited -

processes must perform. In effect,
presiding officers must, at a minimum,
be delegated the authority to: (1) Take
testimony and establish a record; (2)
evaluale evidence and make
recommendations or decisions to
establish and enforce orders; (3) accept
voluntary acknowledge of support
liability and stipulated agreements
setting the amoun! of support to be paid
and, if the State eslablishes paternity
using expedited processes, accept
voluntary acknowledge of paternity, and
(4) enter defau!t orders if the absent
parent does not respond to notice or
other State process within a reasonable
period of time specified by the State.
The experience of States which use
some form of expedited process has
shown that presiding officers must have
authority to perform the above
functions. States may expand the
authority of presiding officers to include
enforcement of support obligations and
issuance of default judgments or may
delegate more authority to them based
on their particular needs. For example,
where a high percentage of absent
parents fail to appear for hearings a
State might delegate the authority to
issue bench warrants to presiding
officers. A State must delegate enough
authorily to presiding officers to allow

th perform in a truly expedited
m T. '
Under § 303.101(e). in accordance

-with the statute, a State may be granted

an exemption from the requirements of
§303.101 for a political subdivision on
the basis of the political subdivision's
effectiveness and timeliness of support
order issuance and enforcement in the
same manner that Stales may be
granted exemptions from required
procedures in accordance with

£ 302.70(d).

State Income Tax Refund Offset

We implemented section 466{a)(3) by
adding 45 CFR 303.102 which sets out
the criteria for implementing State
income tax refund offset procedures.
The offset process is mandatory for all
appropriate IV-D cases, including
AFDC, non-AFDC and foster care
maintenance cases regardless of -
whether they are intrastate casesor .
interstale cases referred from other

tales. ‘

Section 303.102(a) specifies which
overdue support qualifies for offset.
Paragraph (a)(1) clarifies that overdue
support in all IV-D cases qualifies for
State income tax offset. Paragraph (a)(2)
specifies that overdue support qualifies -
for offset if the State does not determine
that the case is inappropriate for use of
this procedure using guidelines it must
develop which are generally available to
the public. We have given States
maximum flexibility to set which
overdue support qualifies for offset to

-permit each State to establish the most

effective and efficient procedures for
offsetting State income tax refunds. We
recognize that one set of criteriain .
Federal regulations will not be suitable
for all States.

Paragraph (b)(1) requires the IV-D
agency to establish procedures to ensure
that amounts referred for offset have
been verified and are accurate. The
regulations do not specify the
procedures States must use to ensure
accuracy, since procedures may vary
from State to State. Paragraph (b)(2)
requires the IV-D agency to notify the
appropriate State office or agency of any
significant reductions in amounts
referred for offset. . E

Under § 303.102(c), a State must
inform non-AFDC individuals in
advance if the State will first use any
offset amount to satisfy any
unreimbursed AFDC or foster care
mainlenance payments. Thisisin - -

- accordance with current policy which =

allows States to use overdue support
collected in non-AFDC cases either to "
satisfy unreimbursed assistance or to -

‘pay non-AFDC individuals.
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n aceordance with seclion
466(a)(3)(A) of the Act, § 303.1(,

" requires States to send advance Wotice
{o the absent parent of the referral for
offset and provide an opportunity to
contest it. Section 303.102(e)(1) requires
States to establish procedures for
contesting the referral for offset.
Puragraph (e)(2) requires States to have
a mechanism for promptly reimbursing
the absent parent if the offset amount is
fuund to be in error or to exceed the
amoun! of overdue support. Paragraph
(e){3) requires Stales to establish
procedures, with respect to joint
refunds, for ensuring that the absent
parent’s spouse has an opportunity to
request a share of the refund, if
eppropriate, in accordance with State-*
law.

Section 303.102(fTallows a State to
charge a rcasonable fee in non-AFDC
cases to cover the cost of collecting
overdue suppert using Stale income tax
refund offsel. in acdBrdance with section
465(a){3){B) of the Act.

Section 303.102(g) sets forth the
requirements specified in section
460{a}(3(B) of the Act for distribution of
amounts offsel. Paragraph (g)(1) requires

tates to distribute ameounts collected
from State tax refund cfsets within a
reasonable time period in accordance
with the State law. In AFDC or foster
care mainienance cases, distribution
procedures at § 302.51(b)(4) and (5) or
302.52(b)(3). and (4) respectively, are
appliceble because the State must treat
amounts collected under the Stzate tax
refund offset as past-due support. Under
§ 302.51.(b)(4). amounts collected in an
AFDC case are retained by the State as
reimbursement for past assistance
payments. Section 302.51(b)(5) provides
that any excess amoUnts remaining after
the State is reimbursed in an AFDC case
shall be paid to the family. Under
§ 302.52{b)(3), which governs
distribution in foster care maintenance
cases, the distribution is the same as for
AFDC cases. Under § 302.52(b)(4),
excess amounts remaining after the -
State is reimbursed for AFDC and foster
care maintenance payments are retained
by the State to be used in the child's
bes! interest. In non-AFDC cases, the
Stale may pay offset amounts to the
family first or use them firstto . -
reimburse the State, depending on the
State's method for distributing arrearage
collections in non-AFDC cases. Under
§ 303.102(g)(2), if the amount collected ig
in excess of amounts required to be
distributed, the excess amount must be
refunded to the absent parent within a .
reasonable period. Paragraph (g)(3) of
~this section requires the StAte 1o credit -

generally available to the public.

—— T~ .
amounts ofiset on individual payme
records.

Section 303.102(h) requires the State
agency responsible for processing State
income tax refunds to notify the State
IV-D agency of the absent parent's
home address and social security
number or numbers. The State IV-D
agency mus! provide this infcrmation to
any other State involved in enforcing the
support order. This provision is required
by the statute in section 466(a)(3)(C).

Makiog Informaticn Available 1o
Consumer Reporting Agencies

We implemented requirements of
scction 466(a)(7) by adding 45 CFR
303.105, Procedures for making
information available to consumer
reporting agencies. Under § 303.105(a),
we define “consumer reporting agency”
to mean any person which, for monetary

«fees. dues, or on a cooperative nonprofit
basis, regularly engages in whole or in
Fart in the practice of assembling or
evdluating consumer credit information
or other information on consumers for
the purpose of furnishing consumer
reports to third parties and which uses «
any means or facility of interstate
commerce for the purpose of preparing
or furnishing consumer reports. This
definition is mandated by the statute
and found in the Fair Credit Reporting
Act (15 U.S.C. 1681a(f)).

Under paragraph (b), in accordance
with secticn 466(a)(7) of the Act, States
must use this procedure when an absent
parent is more than $1.000 in arrears and
information regarding the amount of
overdue support owed by these absent
parents is requested by such agencies.
The cases in which information is sent
to the consumer reporting agency may
be further limited by the State under
generally available guidelines used to
cetermine cases inappropriate for this-
procedure. - ot

~ States have the option of using such
procedures in cases where the sbsent
parent is'less than $1,000 in arrears.
Under paragraph (c), States may charge
the agency a fee for providing this .
information. Any fee charged would be
limited to the actual cost of providing
the information. Under this requirement,
a State may establish a uniform fee to
be applied in all cases or develop a fee
schedule based on the volume of

~ - requests. Paragraph (d) requires the

State to provide the absent parent an

Imposition of Lieas

We implemented section 466(a)(4) by
adding 45 CFR 303.103, Procedures for
the impasition of liens against real and
personal property. Under paragraph (a)
of this section, States must have in
eifect and use procedures for the
imposition of liens egainst the real and

ersoral property of an absent parent
who owes overdue support and who
resides or owns property in the State.
Under paragraph (b), this procedure is
appliceble for cases not deemed
inappropriate under guidelines thal must
be developed by the State and made
generally available to the public.

Posting Security, Bonds or Guarantees

We implemented the requirements of
section 466(a)(6) by adding 45 CFR
303.104, Procedures for posting security,
bond or guarantee to secure payment of
overdue support. In § 303.104(a), States
must have in effect and use procedures
under which absent parents must post
security, bend, or give seme other
guaranlee to secure payment! of overdue
support. This procedure is applicable for
cases not considered inappropriate
under the State’s generally available
guidelines. Examples of appropriate
cases might be those in which the
absent parent is self-emploved or
realizes imcome from commissions or
cther irregular payments, unless the
income realized is so small that it would : .
be counterproductive to require security ~ advance notice and an opportunity to
because the cost of meeting the security ~ contest the accurady of the information. -
would preclude payment of the support - Paragraph (e) requires the State to
obligation. States should screen cases comply with all applicable procedural
for use of this procedure very carefully  due process requirements of _1he State
in order to use it to its fullest advantage. befoE-e releasing the information. The -

Paragraph (b) requires a State to give . requircments imposed in paragraph (d)
the absent parent advance notice, in full 2nd (e) are required by the slatute.
compliance with the State's procedural The requirements of this section do . .
due process requirements, of the - not preclude a State from cblamm'g
requirement to post security, bond or information from consumer reporting
give some other guarantee and of the agencies, .- . . L.
methods to use to contest the action. Dates of Collection -~ = 7. - .
Under paragraph (c), this procedure is : A e
applicable for cases not deemed Section 302.51(a) provides that the -.
inappropriate under guidelines that must  date of collection is the date on which .
be developed by the State and made - payment is received by the IV-D egency -
Y or the legal entity of the State or
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political subdivision actually making the
coliection.

In interstate cases. the date of
collection is the date the collection is
received by the IV-D agency of the State
in which the family is receiving aid. In
any case in which “collections are
received by an entity other than the
agency responsible for final distribution
under § 302.51, the enlity must transmit
the collection within 10 days of receipt. .

Under current section 458 of the Act,
States and political subdivisions that
enforce 2nd collect support are eligible
to receive &s an incentive 12 percent of
collections made on behalfl of AFDC
families. Stales deduct the incentive
payment from the Federal share of
collections before reimbursing the
Federa!l government for #% contribution
toward the AFDC assistance payment.
The incentive payment is thus set at a
fixed rate of the support collection.

The fixed incentive payment rewards
States for collections made in AFDC
cuses, but it does not encourage States
lo improve program effr,xent:} and
effectiveness. The great variance in the
efficiency and effecliveness of Child
Support Enforcement programs operated
by States has become a matter of
increasing concern. This disparity has
led to a search for ways in which
Federal funding might be used to
encourage improvement in the
performance of State Child Support
Erforcement programs.

To encourage and reward States that
operate Child Support Enforcement
programs in an efficient and effective
manner and to stimulate collections,
Congress added a new section 454(22)
and revised section 458 of the Act.
Effective October 1, 1985, section 458
will replace the current incentives
system with a new system under which
States will receive a minimum incentive
payment based on amounts collected on
behalf of AFDC families and on behalf
of non-AFDC families. States could also-
receive additional amounts above the
minimum payment if their performance
meets the criteria established by
Congress and promulgaled in this
document. In addition, section 454(22)
requires the State to pass through an
appropriate share of its incentive

payment to those political subdivisions

within the State that financially
participate in the program. Since the
emphasis of the new system is on
program performance, we believe that
States will be encouraged to select and
develop more effective and efficient
methods of operating their programs.
Section 5(c)(2)(A) of the new statute
provides that through FY 1985, States

T
TS
l;'ﬂ B
&

will receive incentives on AFDC
collections retained to repay assistance
payments, and the first S50 collected
which is returned to the family in
accordance with section 457(b) of the
Act as amended by section 2640(b) of
the Deficit Reduction Act of 1984. Prior
to this provision, incentives were paid
only on collections retained lo reduce or
repay assistance payments.

Revised section 458{b)(4) provides for
a transition between the current funding
svstem (12 percent incentives and 70
percent Federal matching rate) and the
new svstem which becomes effective
October 1, 1985. Under the transition
provision, in FY 1986 and FY 1987,
States will be paid an amount equal to
the greater of the amount they qualify
for under the new incentive and Federal
matching rate system or 80 percent of
the amount that they would have
received under the 12 percent incentive
payvment (as amended by the new
slatute to allow incentives to be paid on
collections retained to repay assistance
payments, and the $50 which is passed
through to the family under the Deficit
Reduction Act of 1284 (Pub. L. 93-369))
and 70 percent matiching rate system,
had they remained in eifect as they were

" in effect for FY 1985.” .

We implemented section 454(22) and
the revised section 458 of the Act by
adding § 302.55 and revising § 303.52,
Incentive payments lo States and
political subdivisions. In accordance
with the new State plan requirement in
section 454(22), regulations at § 302.55
require the State plan to provide that, in
order for the State to be eligible to
receive incentive payments under
§ 303.52, if one or more political
subdivisions participale in the cost of
carrying out the IV-D program, those

subdivisions shall be entitled to receive _

an appropriate share of any incentive
payment made to the State for the
period, as determined by the State in
accordance with § 303.52(d). taking into
account the efficiency and effectiveness
of the political subdivision in carrying
out its activities under the IV-D State
plan. For example, the State may
determine the appropriate share of each
locality that participates in the costs of
the program using a formula such as the
one specified in statute and contained in
this document at § 303.52(b). We
strongly recommend that if States use
that formula, they supplement each
locality's share, if necessary, so that * ~
localities receive the total incentive
payment which would be computed for
their performance with respect to the.
criteria in § 303.52(d).

We implemented the revised seclion
458 of the Act by revising the current’
§ 303.52. Paragraph (a) of § 303.52 - .

—
—

.contains four definitions. The definition

of “political subdivision™ is unchanged
from the former § 303.52. To clarify the
use of the terms "AFDC collections,"”
"non-AFDC collections™ and “total IV-D
administrative costs,” we added
deflinitions of these terms to § 303.52(a).
The definitions of AFDC and non-AFDC
collections reflect the provision in
section 458(b) which allows Stales lo
count collections made in foster care
maintenance cases as AFDC collections
for purposes of calculating incentive
payvments.

Paragraph (b) provides that OCSE will
pay an incentive payment to a State for
each fiscal year in recognition of AFDC

. collections and of non-AFDC

collections. Under paragraph (b)(1). a
portion of the State's incentive payment
is computed as a percentage of its AFDC
colleclions, and a portion of its incentive
payment is computed as a percentage of
its non-AFDC collections. The
percentage, delermined separately for
AFDC and non-AFDC incentives, is

. based on the ratio of the State’s AFDC

and non-AFDC collections to the Slate's
lotal IV-D administrative costs, in
accordance with section 458(c) of the
Act. The percent of collections payable
as an incentive 1o a State in a given
fiscal year is specified in the schedule
contained in paragraph (b)(1). To
implement section 458(b) of the Act,
each State will receive an incentive
payment of at least six percent of its
AFDC and non-AFDC collections. The
schedule also sets forth increased
incentive payments equal to 5.5 percent

“of each type of collection if the ratio of

AFDC or non-AFDC collections to total
IV-D administrative costs equals at
least 1.4. An additional incentive of one-
half of one percent of AFDC and non-
AFDC collections, up to a limit of 10
percent, will be paid for each full two-
tenths by which the ratio exceeds 1.4.
These two provisions governing
increased incentive payments
implement section 458(c) of the Act. -
Under § 303.52(b)(2), the ratios of the
State's AFDC and non-AFDC collections
to total IV-D administrative costs will
be truncated at one decimal place, since
rounding is not permitted under the

L4

statute. For example, a State will receive |

an incentive of seven percent of its
AFDC collections if the ratio of AFDC
collections to total IV-D administrative ,
cosls is 1.79, because in order to receive
an incentive of 7.5 percent, the ratio
must be at least 1.8, - -

As provided under section 458[b]
paragraph (b)(3) provides that the
portion of the incentive payment paid to
a State for non-AFDC collections may

not exceed the portion paid the State for™
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AFDC coliections in FY 1986 and 1987.
However. in FY 1988. the non-AFDC
portion of the incentive may equal 105
percent of the AFDC portion of the
incentive: in FY 1989, the non-AFDC
portion may equal 110 percent of the
AFDC portion of the incentive: and in
FY 1930 and thereafter. it may equal 115
percent of the AFDC portior of the
State's incentive payment.

Under paragraph (b)(4). we list
conditions that apply in the calculation
of incentive payments. In paragraph
(t:){4)(i). we specify that collection
distributed and expenditures claimed by
a Stale in a specified fiscal year will be
fhose used to calculate the ratio under

aragraph (b)(1).
g In %ar;::graph (b){4)(ii). both the
responding State and the initiating State
receive credil for emliections made in
interstate cases. This provision, which
implements section 458(d). is designed
to encourage States to work interstate
cases. It also represents a significant
change from current lew under which
orly the responding State receives the
incentive payment.

In paragreph (b)(4)(iii), we exclude
fees paid by individuals, recovered costs

on the best informalion available. In
order to obtain this information,
however, the reports currently submitted
by the State must be revised. A revision
is currently in process and will be
submitted separately to the Office of
Management and Budget (OMB) for
review in sccordance with the
Paperwork Reduction Act of 1980 (Pub.
L. 96-511).

In paragraph (c)(2). we require States
to include one-quarter of the estimated
annual incentive payment amount in
their gquarterly collection report which
will result in a reduction to the Federal
share of AFDC collections reported for
that quarter. We require this because
section 438(e) of the Act provides that
estimated incentives be paid quarterly
and because this practice is being used,
currently by States to cbtain the 12
percent fixed incentive. Adjustments for

-any overpayments or underpayments

which might have been made in prior
quarters will be made in the following
fiscal year. Thus, States will know in
advance an estimate of the incentive
payment they can expect to receive for a
year which will allow them to budget for
their title IV-D programs with some

=
in section 454(22) that they must recejve
an appropriate share of the State’s
incentive payment. i they parlicipate in
program costs. Therefore, under
paragraph (d)(1) States must develop a
stancard methodology that best fits their
needs.

Paragrzph (d)[2) requires the State to
seek local participation in the
development of its standard
methodology. We require this because
we believe that local participation will
ensure that the methodology is both fair
and equitable. To comply, States may
use whatever rulemaking process that
includes an opportunity for review and.
comment that is available under State
law or submit a draft methodology to ~
participating localities for review and
comment.

Under § 303.52{e), we require an
initiating State to identify the case as an
AFDC, non-AFDC or [V-E case at the
time that the State asks the responding
State to make a collection. We also
require the initiating State to inform the
responding State of any changes in the
status of the case. b

“Lastly, in § 303.52([) we require that

and program income such as interest
earned on collections frem IV-D
expenditures when computing

degree of certainty.
Paragraph (c)(3) provides that OCSE
would calculate the State's actual

States continue to use the time frame for
the transmission of interstate collections
and the ccdes required under the current

incentives. Excluding these amounts
frem [V-D expenditures is provided for
in scction 455(a) of the Act. Section
455(a) requires the Secretary, in
determining the total amount expended
by a State during a quarter, to exclude
the total amount of any fees collected or
other income resulting from services
provided for both AFDC and non-AFDC
cases under the title IV-D State plan. As
provided for in section 458(c), paragraph
(b)(4)(iv) allows Stales to exclude
laboratory costs incurred in determining
paternity from their total IV-D
administrative costs when computing
incentives. Congress provided this
option in an &ffort to encourage States to
ursue paternity cases which may not
be cost-effective initially but which may
pay cff over a longer period of time and
which &lso benefit the child. Lastly,
under paragraph (b)(4){v), States must
add amounts expended by the State in
carrying out specific interstate projects
which are provided for under section
455(e) of the Act to their IV-D -~
administrative expenditures when .
compuling incentives. This is in
accordance with section 455(e)(4) of the
Act. v W g - - ® . T
Under § 303.52(c)(1), we will estimate
the amount of the incentive payment to
be received by a State for the upcoming
year, in accordance with secticn 438(e)
‘which requires the Secretary to estimale
the incentive payment due a State based

incentive payment for the fiscal year
after the end of the current fiscal year
based on State performance data. If
adjustments to the estimate made at the
beginning of the fiscal year are
necessary, the State's [V-A grant award
will be reduced or increased to ensure
that the State receives the appropriate
incentive payment.

Paragraphs (c) (4) and (5) ccn'ain the
special conditions relating to the
payment of incentives during FY 1985,
FY 1986, and FY 1987 which are
specified in section 438(b)(4) of the Act
and section 5(c){2)(A) of the Child
Support Enforcement Amendments of
1984, and described earlier in this
preamble. .

In accordance with section 454(22) of
the Act, paragraph 303.52(d) reguires
States to calculate and promptly pay
incentive payments to political
subdivisions that participate in the costs
of the IV-D program. Under paragraph
(d)(1), we require the State to develop &
standard methodology for passing
through an appropriate share of its
incentive payment to political
subdivisions that participate in the costs
of the IV-D program, tzking into account
the efficiency and efTectiveness of the
activities carried out under the State -
plan by the political subdivisions. Since
many localities perform a substantial
amount of work in the enforcement and
collection of support, Congress specified

-

§ 303.52. Therelore, responding
jurisdictions are required to forward
collections to the initiating State within
10 days and include the code identifying
the collecting State or political
subdivision as defined by the Federal
Information Processing Standards
Publication or in the Worldwide
Ceographical Location Codes.

Reduction in the Federal Matching Rate

Federal funding is available to States
for administrative costs incurred
pursuant to a State plan for child
support enforcement 2pproved under
title IV-D of the Act. This funding is
authorized by section 455(a)(1) of the
Act. Revised section 455(a)(1) reduces
the Federal funding rate from 70 to 66
percent over a three-year period
beginning in FY 1988. ik .

Federal funding at the 70 percent rate
is avai'able for FY 1983 through FY 1987,
The rate of 68 percent applies to FY 1988
and FY 1989. Each fiscal year thereafter
the matchiny rate will be 66 percent. To-
implement this change, we defined the
term “applicable matching rate” in 45
CFR Part 301 and substituted that

‘phrase for the phrase “70 percent rate”

wherever it appears in 45 CFR Parts 304
and 307. Also, we made a conforming
change to § 305.22, State financial
participation, to specify that the State. __
share in funding the administrative costs

b
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of the program will increase {rom 30 to
34 percent over the same period.

Collection of Past-Due Support From
Federal Income Tax Refunds

Revised section 464 of the Act
provides for the use of Federal income
tax refund offsels to collect past-due
support owed in non-AFDC and foster
care cases. as well as AFDC cases.
Previously. this means of collection was
available for AFDC cases only. The
statutory amendments apply with
respect to refunds payable under section
6302 of the Internal Revenue Code of
1254 after December 31, 1985 and before
January 1, 1991.

The regulations implement revised
sections 454 and 464 of the Act by
amending § 303.72 which governs the
use of Federal income tax refund offset.
The regulations do not ar=®=d § 302.60,
the State plan requiremen! section,
because § 302.60 is wrillen broadly
enough lo cover submittal of AFDC,
foster care maintenance and non-AFDC
cases for refund offsel.

Former § 303.72(a) defined “past-due
support.” We moved the definition to.

§ 301.1 because it applies lo 2!l sections
in the regulations governing Federal tax
refund offset. We also added a sentence _
lo the definition which, in non-AFDC
cases, limits past due support which
may be referred for Federal income tax
refund offset to support due @ minor
child. Spousal support due in non-AFDC
cases may not be referred for Federal
tax refund offset. Section 303.72(b) .
contains the critéria for determining
which past-due support qualifies for
Federal tax refund offset. Current

§ 303.72(b)(1) states, in part, that past-
due support qualifies for offset if the
suppor! has been assigned to the State
making the referral. To implement
revised section 464(a) of the Act,

§ 303.72(a)(1) permits States to refer
amounts for offset if there has been an
assignment under § 232.11 or section
471(a)(17) of the Act of an application
for 1IV-D services under § 302.33 filed
with the State IV-D agency. .

The regulations at § 303.72(a)(2)(i)
require the amount referred for offset in -
AFDC and foster care maintenance -
cases to be at least $150 as specified in
current regulations for AFDC cases. The
regulations at § 303.72(a) (2)(ii). (5) and -
(6) require any past-due support referred
for offset in AFDC and foster care
maintenance cases to have been
delinguent for three months or longer . -
require the Stale to verify the accuracy =
of the name, social security number and
arrearage amount in all cases and
provide that the IRS must have received
notification of liability for past-due
. support in all cases.

Section 303.72(a)(3) requires. in non-
AFDC cases: that the support is due to
or on behalf of a minor, that the amount
of past-due support is at least S500; at
State option, that the amount has
accrued since the State IV-D agency
began 1o enforce the support order: and
that the State has checked ils records to
delermine if an AFDC or foster care
mainlenance assigned arrecarage exists
with respect to the non-AFDC individual
or family. Section 464(c) limits the
amount referred for offset in non-AFDC
cases to support due to or on behalf of a
minor. Spousal support owed in non-
AFDC cases may not be referred for
Federal income tax refund offset.
Sectlion 464(b)(2) of the Act imposes the
$500 minimum amount to be referred for
offset in non-AFDC cases and allows
States 1o limit amounts referred 1o those
accrued since the State began to enforce
the order.

We used the Secretary's authority
under section 1102 of the Actto add a
new § 303.72(a)(3)(iv), which require
States to check their records for
assigned AFDC or fester care
maintenance arrearages in non-AFDC
cases. It is possible that a non-AFDC
individual who has applied for IV-D
services and is seeking Federal tax
refund offset 1o satisfy past-due support
may provide, locate or other infermation
which the State previously lacked and
therefore was unable lo collect assigned
arrearages which accrued when the non-
AFDC individual was receiving AFDC or
foster care maintenance payments.
Section 303.72(a)(4) requires that the [V-
D agency mus! have in its records a
copy of the order and any modifications
specifying the date of issuance and the
amount of support; a copy of the
payment record or an affidavit signed by
the custodial parent atlesling to the
amount owed; and, in non-AFDC cases _
the current address of the custodial
parent. y

Section 303.72(b) sets forth \
requirements for notification OCSE of
liability for past-due support. Paragraph
(b)(1) which requires 1V-D agencies to
submit to OCSE, a notification on
magnetic tape of liability for past-due
support, by the date specified by OCSE
in instructions. Paragraph (b)(2)(v)
requires the notification of liability for
past-due support to indicate for each
delinquency whether the past-due
support is due a non-AFDC individual -
who applies for services under § 302.33. -
Therefore. the State must certify for
offset separately amounts to satisfy
assigned AFDC and foster care
arrearages and other arrearages due in
non-AFDC cases. Paragraph (b)(3) - -
addresses additional information a State

. may include in the notification of

-~

liability for past-due support. The
remainder of paragraph (b) (formerly
paragraph (c)) is unchanged by these
regulations. .

Former § 303.72(d). governing review
of requests for offset was redesignated
as § 303.72(c) and paragraph (d)(2).
redesignated as paragraph (c)(2). is
revised by deleting “December 1."
Former §303.72(e). governing notification
of changes in case status, is
redesignated as § 303.72(d) and minor
editorial changes have been made for
consisténcy..

Former § 303.72(f) redesignated as
§ 303.72(e). requires OCSE or the State
IV-D agency to send a pre-offse! notice.
Section 464(a)(3) of the Act specifies
that the notice mus! include a slatement
informing the absent parent of the sleps
which may be tzken to contest the
State's determination that past-due
support is owed or the amount of past-
due support and the procedures to be
followed in the'case of a joint return to
protect the share of the refund which is
payable lo another person. Section
303.72(e) implements the requirement for
advance notice to the absen! parent,
including the procedures and deadlines
for responding to the notice. These
requirements provide the absent parent
with an opportunity to be heard either in
the submitting State or if the support
order was issued in another State, in
that State at the request of the absent
parent if he or she does not agree that-
past-due support is owed or that the
amount being referred for offset in
accurate. In addition, § 303.72(e)(1)
requires the State or OCSE to include a
statement in the notice that, in the case
of a joint return, the IRS will contact the
absent parent's spouse at the time of
offset regarding the steps to take to
protect the share of the refund which
may be payable to that spouse. Section

464(a) (1) and (2) of the Act specify that -

the IRS will notify the taxpayer that the
withholding has been made. The IRS
will 2lso notify any individual who filed
a joint return with the absent parent of
the steps to take in order to sucure his or
her proper share of the refund.
Determination of the proper share of a .
refund depends on the community

property laws of the jurisdiction where ~ '

the absent parent and spouse reside.
Section § 303.72(e)(2) sets forth IRS_
procedures with respect lo notice at the
time of offset. N

The regulations at paragraph (f)
address procedures for handling -
complaints received from absent parents
in inlrastale cases. - e

The IV-D agency must send a notice
to the absent parent and. in non-AFDC
cases the custodial parent, of the time -
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and place of the administrative review
of the complaint and conduct the review
to determine the validity of the
complaint. If a complaint concerns a
joint tax refund that has not yel been
offcet. the IV-D agency must inform the
absent parent that the IRS will notify the
al:cent parent's spouse at the time of
ofiset regarding the steps to take to
secure a preper shae of the refund. If the
complaint concerns a joint tax refund
which has already been offset, the IV-D
agency must refer the absent parent to
the IRS. If the review resulls in a
deletion of, or a decrease in, the amount
referred for offset, the IV-D agency must
notify QCSE in wriling of the deletion or
modification. If, as a result of the
administrative review, an amount which
hes already been offset is found to
exceed the amounts of past-due support
owed, the IV-D age™®y must refund the
excess amount to the abisent parent
oromptly. | :

Section 303.72(g) of these regulations
describes the procedures for contesting
in interstate cases. If the absent parent
recuests an adminisirative review in the
submitting State, the IV-D agency must
meet the requirements of § 303.72(f). If
the complaint cannot be resclved by the
submitting State and the absent parent
reguests a review in the State with the
erder upon which the referral for offset
is based. the submitting State must
netify the State with the order of the -
reques! and provide all necessary
information within 10 days of the absent
parent’s request for an administrative
review, The State with the order sends a
notice lo the absen! parent, and in non-
AFDC cases the custodial parent, of the
time and place of the administrative
review, conducts the review, and makes
a decision within 45 days of receipt of
the notice and information from tha
submitting State. )

The State with the order notifies
OCSE in writing if the administrative
review resulls in a deletion of or
decrease in the offsel amount and
notifies the submitting State promptly
upon resolution of a complaint. The :
submitting State is bound by the- " °

decision of the State with the order. If a .

refund is due the absent parent, the [V-""
D agency in the submifting State must

take steps to refund any excess amount -

to the absent parent promptly. For. -
purposes of incentive payments, *
collections will be treated as having ™ -
been collected in full by both the

submitting State end the State with the -

order. SO SR

OMB Circular A-87 (Cost Principles
for State and Local Governments) - -
Attachment B, Section D(1), precludes
Federal funding for “any loss arising

-
"
Aa.ni .

from uncollectable accounts and other
claims. and related costs.” In addition
section 1102 of the Act requires the
Secretary to establish rules necessary
for cfficient administration of the
pregram. Therefore. costs incurred by
States as a result of tax refund offset
payvments to individuals which are
subseguently deterniired to be
erroneous and which the State is unable
to recoup from the individual may not be
claimed as administrative costs under
the IV-D program as these are not
appropriate expenditures for which
Federal funding is availzble.

Paragraph (h) requires that collections
made as a result of refund offset in
AFDC and non-AFDC cases shall be
distributed as past-due support under
§ 302.51(b) (4) and (5). Paragraph (h)(2)
requires that coliections made as a
result of refund offset where there has
been an assignment of this support
obligation in a fosier care maintenance
case under section 471{2){17) of the Act
be distributed under § 302.25(b) (3) and
(4). Under these provisions, a State must
apply amounts offset to AFDC and
foster care assigned arrearages
submitted for offset first and only pay
the non-AFDC family any amounts
offset which have not been assigned.
Although this distributicn order is not
specifically mandated in the Act,
amended section 6302(c) of the Internal
Revenue Code 1954 requires the IRS to
apply emcunts offset first to satisfy
past-due support assigned to the State in
AFDC and foster care maintenance -
cases. We believe Congress intended
this distribution order to be followed by
States. Therefore, under the authority
granted to the Secretary in section 1102 -
of the Act, we require States to apply
amounts offset first to past-due support
assigned to the State and submitted for
Federal tax refund offset. Paragraph
(h)(3) requires States to inform
individuals who apply for non-AFDC :
offset services how the amounts offset
will be distributed. - - . .

Secticn 464(a)(3)(D) of the Act
requires a State, in any case in which an
amount is offset and the State
subsequently determines that the
amount certified for offset was in excess
of the amount owed at the time of offset,
lo pay the excess to the absent parent
or, in the case of amounts withheld on
the basis of a joint return, jointly to the -
parties filing the return. Section - - - -
303.72(h)(4) requires IV-D agencies to - -
repay excess amounts offset to the =~ °~
absent parent or the parties filing a joint"
return within a reasonable period in:, *~
accordance with State law.” ~ = -~ ¢ -

Section 464(a)(3)(B) of the Act™." ~~ -
provides that, when the Secretary of the

Treasury offsets a refund that is based
on a joint return, the Secretary of the
Treasury shall notify the State that the
ofiset is being made from a refund based

-upon a joint return and shall furnish the

State with the names and addresses of
each taxpayer filing the joint return. In
the case of an offset made to satisfy
past-due support in 8 non-AFDC case,
the State may delay distribution of the
offset amount until the State is notified
that the other person filing the joint
return has received his or her proper
share of the refund, but the delay may
nol exceed six months. Section -
464(a)(3)(C) of the Act provides that,
when an offsel is made. if the absent
parent's spouse filing the joint return <
takes appropriate aclion to secure his or
Ler proper share of the refund that was
offset, the Secretaty of the Treasury will
pay the spouse his or her share of the
refund and deduct that amount from
amounts payable to the State agency.

To implement section 464(a)(3)(B),
§ 303.72(h)(5) permits States to delay
distribution in non-AFDC cases until
notified that the uncbligated spouse's
proper share of the refund has been paid
or for a period not to exceed six months
from the date the State is informed that
an offset is being made from a refund
based on a joint return, whichever is
earlier. States may wish to send absent
parents a second notice at the time of
offset to inform them that, unless the
absent parent contacts the State within
a certain period of time to contest the
offset, the State will distribute the
amount offset to the family. This may
encourage prompt filing of amended
returns. '_

The regulatiors do not change
§ 303.72(h)(6), which requires that offset
amounts be applied orly to satisfy
arrearages specified in the advance
notice to the absent parent except for
minor editorial changes for consistency.

In accordance with section =
464(b)(2)(B) of the Act, the regulations
revise § 303.72(i), to permit the Secretary
of the Treasury to impose a fee on the
IV-D agency not to exceed $25 for each
non-AFDC case submitted. Amended
section 464(b)(1) of the Act provides that
any fee paid to the Secretary of the
Treasury may be used to reimburse
appropriations which bore all or partof -
the cost of applying offset procedures.
Section 454(6)(C) of the Act permits the
State to imipose a fée of not more than
$25 in any case where the State requests
offset from a Federal income tax refund

- to satisfy non-AFDC past-due support.

To implement section 454(6)(C)." - -
§ 303.72(i)(2) requires the State to inform
any individual who applies for services
under § 302.33 of the'amount of any non-

-
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AFDC user's fee charged for submitting
past-due support for Federal tax refund
offset. if the State IV-D agency chooses
to charge a fee. The fee may not exceed
£25.

Paragraph (j) of the regulations
requires each State involved in a
referral of past-due support for offset to
comply with instructions issued by
OCSE.

In accordance with section
464(a){2)(B) of the Act, § 303.72(k) limits
offset of Federal tax refunds to satisfy
past:due support in non-AFIIC cases to
refunds pavable under section 6402 of
the Internal Revenue Code of 1954 after .
December 31, 1985, and before January
1, 1991.

Collection and Distribution of Support in
Fos!er Care Mainlenance Cases :

Pub. L. 96-272, the Adomiion
Assistance and Child Welfare Act of
1980, transferred the AFDC foster care
program from title IV-A of the Actto a
new title IV-E and authorized Federal
malching funds for this newly
designated program. Because the foster
care program was no longer funded or
administered under title IV-A, the
provision for assignment of support
rights by recipients of AFDC required by
section 402(a)(26) of the Act was no
longer applicable for foster care cases.
This meant that title IV-D child support
services were not available to title IV-E
foster care cases except as non-AFDC
cases. In order to receive IV-D services
as a non-AFDC case, the child's parent,
legal guardian or the entity given
custody of the foster child by judicial
determination had to apply to the IV-D
agency is accordance with section 454(6)
of the Act. To remedy this problem,
Congress, effective October 1, 1984,
added a new section 471(a)(17) of the
Acl to require States to take all steps,
where appropriate, to secure an E
assignment of support rights on behalf o
a child receiving foster care
maintenance payments under title IV-E
of the Act and amended sections 3
454(4)(B), 456(a), 457 and 464(a) of the
Act to require IV-D agencies to collect
and distribute child support for IV-E
foster care maintenance cases.

We implemented provisions of the
new section 457(d) which generally
parallels the distribution patterns
specified for other IV-D collections by
amending a number of sections of the
1V-D program regulations'and adding a .
new § 302.52, Distribution of support
collected in title IV-E foster care
maintenance cases. Under § 302.52(a),
effective October 1,1984, a Stale plan
for child support must provide that the
suppor! collections in foster care
_ maintenance cases must be distributed

in accordance with § 302.51(a). The
provisions of § 302.51(a) are general
procedures applicable to distribution of
support collected in' AFDC cases. They
require amounts collected to be treated
first as payment on the required support
obligation for the month in which the
support is collected and. if there is
excess over the monthly support
obligation, it must be treated as
pavment on the required support
obligation for previous months. Section
302.51(a) allows States the option of
rounding off converted amount to whole
dollars for distribution purposes. It also
provides that the collection date is the
date the collection is received by the IV-
D agency or the legal entity of the State
or political subdivision making the
collection on behalf of the IV-D agency.
Ininterstate cases, the date of collection
is the date on which payment is
received by the IV-D agency in the State
in which the family is receiving aid.

We believe that distribution of
collections in foster care maintenance
cases would be facilitated by following
the above requirements. Therefore,
under the authority granted to the
Secretary by section 1102 of the Act, the
general requirements of §302.51(a) apply
to support collections made in foster
care maintenance cases.

In accordance with section 457(d) of
the Act, § 302.52(b) contains procedures
specific to the distribution of support
collections in foster care maintenance
cases. Under paragraph (b)(1), amounts
paid on required support obligations on
behalf of children for whom foster care
meintenance payments are being made
under title IV-E must be retained by the
State to reimburse it for foster care
maintenance payments. The [V-D
agency must determine the Federal
share of these collections so that the
State may reimburse the Federal
government to the extent of its
participation in financing the foster care
maintenance payments. -

Under paragraph (b)(2). if the amount
collected is in excess of the monthly
amount of the foster care maintenance
payment but not the monthly support
obligation, the State must pay the excess
to the State agency responsible for
supervising the child's placement and
care. The State agency must then use the
excess in a manner it determines to be
in the best interests of the child.
Although we believe the State agency -
should have wide latitude in o
determining how this amount might be

‘used in the child's best interest, we have

included the two options which are .
included in the statute: (1) Setting aside
such amounts for the child's future:

needs; or {2) making all or part of the _ .

money available to the person | .- - .

responsible for meeting the child’s day-
to-day needs to be used for the child’s
benefit.

Under paragraph {b)(3). if the amount
collected exceeds the amount required
to be distributed under paragraphs (b)(1)
and (2). the State must retain the excess
to reimburse itself for past unreimbursed
foster care maintenance payments made
under title IV-E or past unreimbursed
assistance rendered by the AFDC
program under title IV-A. If past title
1V-A or IV-E payments exceed the total
support dbligation owed, the State may
not retain more than such obligation. If
amounts are collecled which represent
support due prior to the first month the
family received IV-A or IV-E
assistance, the State may retain these
amounts to reimburse the State for the
difference between the support
obligation and the past IV-A or IV-E
payments. The IV-D agency must
delermine the Federal share of these
collections so that the State may
reimburse the Federal government to the
extent of its participation in the
assistance payments under title IV-A
and foster care mainlenance payments
under title IV-E. Paragraph (b)(4)
requires that any balance after the
satisfaction of any unreimbursed
payments must be paid to the State
agency responsible for supervising the
child's placement and care to be used in
the child's best interest.

In paragraph (b)(5), we require that no
payment can be considered a future
payment unless the absent parent’s
assigned support obligations under
sections 402(a)(26) and 471(a)(17) of the
Act are fully satisfied. This is necessary
for the proper implementation of the
distribution procedures required by
section 457(d) of the Act.

Lastly, in § 302.52(c). after the
termination of the assignment made
under section 471(a)(17) of the AclL
States are required to attempt to collect
amounts of accrued unpaid support
which have been assigned. Amounts
collected must be distributed as past-
due support in accordance with
paragraph (b)(3) and a State must give :
priority to collection of current support -
in this type of case. This requirement is .

- consistent with the distribution process !

in section 457 of the Acl. .
We also amended § 302.31(a)(1)to .~ -

require States to establish paternity ofa =~ ~

child born out of wedlock with respect - :

to whom there is an assignment under - - i- 4

section 471(a)(17) of the Act. Although ;_-
establishment of paternity in foster care -
maintenance cases is not specifically
mandated in the amendments to the -
statute, we believe Congress intended
that all IV-D services be available in. -
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foster care maintenance cases. as was
the case prior to enactment of title IV-E
of the Act. We are also making a similar
technical change to § 305.5. Since
establishment of paternity is a
necessary prerequisile lo securing
support, we are using the Secretary’s
authority under section 1102 of the Act
to include thise provisions.

In order to implement the State plan
requirement in the revised section
454(4)(8) of the Act, we amended
§ 302.31{a)(2) to require a State plan for
child support lo previde that & State IV
D agency must undertzke to secure
support in cases where there is an
assignment under saction 471{a}{17) of
the Act. .

We deleted § 302.31(b)(1), which

. provided that the IV-D agency will not

undertzhe lo establish patemity or
secure support in aty case for which it
has received notice from the IV-A
agency that there has been a finding of
good cause for failure to cooperate
pursuant to section 402(a){26)(B) of the
Act, excep! as provided under -
paragraph (c). We believe paragraphs
(bj(1) end (c), discussed below, are
redundart.

Section 453(4)(B) w as also amended to
exemp! States from securing support in
foster care maintenance cases if the IV-
A or IV-E agency determines that it is .
against the best interests of the child to
do $0. Consistent with this statutory

requirement, we amended § 302.31(b)(2)

to require that, upon receiving notice
from the IV-A or IV-E agency that there
kas been a claim of good cause, the IV--
D agency will suspend all activities to
establish paternity or secure support in
a foster care case until notified of a final
determination by the IV-A or IV-E
agency. Paragraph (b)(2) has been
redesignated as paragraph (b). Further,
under paragraph (c), a IV-D agency will
not undertake to establish paternity or
secure support in & foster care case for-
which it has received notice from the
IV-A or IV-E agency that there has been
a finding of good cause, unless there has
been a determination by a State or local

" IV-A or IV-E agency that support

enforcement could proceed without the
participation of the relative. -~ -

To implement the revised section
456{a) of the Act, 45 CFR 302.50(a) is
amended to provide that support rights
assigned to the State under section © -*
471(a)(17) of the Act constitute an
obligation owed to the State by the -
individual responsible for providing the
support. Changes to the regulations - -
necessary to authorize offset of Federal
income tax refunds to satisfy past-due _
support in fosler care maintenance -
cases are discussed under the section of
the preamble entitled “Collection of.

T

12
Y
-

Pas!-Due Support from Federal Inccme
Tax Refunds.”

To ensure that required standurds for
program operations under 45 CFR Part
303 are established for foster care
maintenance cases, we expanded the
applicability of §% 303.2 throngh 303.5 by
deleting ref ere":ces to cases referred to
the IV-D zgency “pursuant to § 235.70 of
this title.” Since § 235.70 applies only to
AFDC cases, by deleting reference to it
in the introductory language of these
sections, we have expanded the
applicability of these sections to all
cases referred to the IV-D agency, i.e.,
AFDC, non-AFDC, foster care
maintenance and inters!ate cases.

Since the collection and distribution
of child support in foster care cases will
be undertaken as a part of a Stale's [V~
D State plan, we amended § 304.20.
Availability and rate of Federal
fizencial participation, by revising
paragraph (a)(1) 1o provide that Federal
financial participation is available for
necessary expenditures under a State
title IV-D plan for the support
enforcement services and activities
provided in fosler care cases where
there is an assignment under section
471(a)(17) of the Act. We revised
§ 304.20(b)(1)(viii) (D) to include the
procedures used to transfer collections.
from the IV-D agency to the IV-E

‘agency.

Finally, we dmended §§ 305.25, 305.27 -
and 305.38 o include foster care

maintenance cases in the program audit. -

Expansion of 90 Percent Fuudingﬁ:lr '
Systems

We revised 45 CFR Part 307, published
in the Federal Regisler on August 22,
1984 (49 FR 33255) to implement the
amendments made by section 6 of Pub.
L. 98-378. Effective October 1,1984,
section 454{16) of the Act permit!s States
to use computerized support
enforcement systems to facilitate the
development and improvement of the
procedures to improve program
effectiveness required under section
466(a) of the Act. Section 307.10 requires
each CSES funded at the 90 percent rate
to: (1) Be planned. designed, developed,
installed or enhanced in accordance
with an APD approved under § 307.15;
and (2) control, account for, and monitor
all the facters in the supporl collection
and pa'ernity delermination process
under the plan. To implement revised
section 454(16) of the Act, § 307.10(b)
permils a CSES established under
§ 307.10(e) to facilitate the deveIOpment
and improvement of the income "~ "-
withholding and other procedures *
required under section 466(a) of the Act -

through: (1) The monitoring of support v

payments; (2) the maintenance of -

~

accurate records on support payments;
and (3) the promp! nolice 1o appropriate
officials of any support arrearages. \We
encourage Stales to develop or enkance
statewide CSESs that encompass the
proceduras referred to above because
the avtomation of such procedures will
contribute to efficient and effeclive
program cperalions. (See the discussion
below regarding the availability of
Federal funding at the 90 percent rate
for these activities.)

.The revised section 455(a)(3) of the-
Act {redesignated as section 455(a)(1)(B)
of the Act) allows 90 percent Federal
funding to expand the CSES to cover the
procedures to improve program oo
effectiveness required under section
466(a) of the Act. Section 307.30(a)(2)
provides that 90 percent Federal funding
is available for the planning. design,
development, installation or
enhancement of a CSES that meels the
requirements specified in § 307.10{a). To
implement revised section 455(a)(1)(B) of
the Act, we have revised § 307.30(2)(2)
to indicate that Federal funding at the 90
percent rate is also available for the
optional expansion of the syslem as
discussed above. '

Previously, § 307.30(b) prm.-lded that
90 percent Federal funding was only
available in expenditures for the rental
or purc}*ase of hardware or proprietary
software used for the planning, design,
development, installation or
enhancement of a CSES described in
§ 307.10. Ninety percent Federal funding
was not available in expenditures for
hardware incurred during the operation
of a CSES. Revised section 455{(a)(1)(B)
of the Act allows 80 percent Federal
funding in expenditures incurred for the
full cost of the hardware components of
a system that mee!s the requirements
prescribed in section 454(16) of the Act.
Therefore, we have redesignated
§ 307.10(b) as § 307.10{b)(1) and revised

= the provision to make Federal funding

available at the 90 percent rate in
expenditures for the rental or purchase
of hardware for the operation of a CSES
as described in § 307.10(a) or § 307.10 (a)
and (b). We believe that this change will
encourage States to develop statewide
CSESs. Ninety percent Federal funding
is available in expenditures for
hardware as described above incurred
on or after October 1, 1984. ;

The revised section 455[a]{1](Bj of the -
Act is silent regarding the availability of
Federal funding at the 80 percent rate in

* expenditures for the rental or purchase -

of proprietary software. Nonetheless, we
believe that enhanced Federal funding
should be available for the rental or * -
purchase of proprietary software used
for the planning, design, development,

.
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installation, enhancemen! or operation
of a CSES 1o the extent the software is
necessary to operate hardware related
to the CSES. Traditionally. the
Department has issued instructions that
prt:st:'lbe the availability and rate of
Federal funding for systems-related
cosls.

Therefore, we have added a new
§ 307.30(b)(2) to specify that, effective
October 1, 1984, Federal funding is
available at the 90 percent rate in
expenditures for the rental or purc..ase
ofp oprictary operating sysiems
scitware necessary for the operalion of
hardware during the planning. design,
development, installation, enhancement
or operation of a computerized support
enforcement system in accordance with
the Computerized Support Enforcement
(CSES) Guide for e".‘aenc‘E fund:ng The
new § 307.30(b}(2) &!so indicales that
Federal funding at the 90 percent rate is
not available for proprietary
applications software.

We have revised § 307.30(e) to delete
the cross reference to 45 CFR 95.617 to
reflect HHS policy regarding HHS rights
to software funded at the 90 percent .
malching rale.

We made the following technical

changes to the CSES regulations to
cornform with the changes discussed
above. We revised § 307.15, Approval of
advance planning documents for
computerized support enforcement
systems eligible for 90 percent FFP, by -
amending paragraphs (a), (b)(2) and
(b){5) to indicate that an APD must
address the reguirements in § 307.10(a)
and the optional provision in § 307.10(b)
when the State elects to meet such
provisions. These changes reflect the
revised § 307.10. We also amended -
§ 307.15 by redesignating the citation
*'§ 307.10" as § 307.10(a) in paragraph
(b){7) of the section. This change also
reflects the amendments to § 307.10.

We amended § 307.25, Review of
computerized support enforcement
syvstems eligible for 90 percent FFP, by
revising paragraph (b) to indicate that
the review of a CSES will include the
optional provision prescribed in
§ 307.10(b) when a State hus elected to
meet that provision. Lestly, 'we amended
§ 307.35, Federal financial participation”
at the 70 percent rate for computerized
support enforcement systems, by
revising the title and paragraph (a) to |
indicale that Federal funding is .
available at the applicable matching
rate for the operation of systems that
encompass the optional provision

... prescribed in § 307.10(b). _

T
.

)
]
-

»
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Publicizing the Availability of Support
Enforcement Services

Effective October 1, 1985. section
454(23) of the Act requires States to
regularly and frequently publicize
through public service announcements
the availability of support enforcement
services. To 1mp1ement this State plan
requirement, § 302.30 requires States to
publicize support enforcement services
available under the IV-D Stale plan
through public service announcements
on a regular and frequent basis. In
accordance with section 454(23),
announcements must include
information concerning any application
fees and a telephone number or address
for obtaining further information. This
regulation does not require IV-D
agencies to conduct extensive or costly
public relations or advertising
campaigns. A number of States have
already developed imaginative and
effective public service announcements
for television and radio which inform
the public that title IV-D services are
available to those who need them. The
publ licity required by these regulations
will increase public awareness of _
available support enforcement services
in all States. Federal matching funds are
available for these expenditures.

Mandalory Collection of Spousal
Support

Effective October 1, 1985, section
454(4){B) and 454(6) of the Act require
States lo collect spousal support if a
support order has been established, the
child and spouse are living in the same
household, and the support obligation
established with respect to the child is
being enforced under the State's IV-D
plan. This amendment clarifies that
spousal support must be collected only
where child support is being collected
along with spousal support. Prior to this
amendment, collection of spousal
support was optional for States.

Sections 302.17 and 302.31 were
revised to require States to collect
spousal support when it is part of the-
support order. References to collecting
spousal support at State option were
deleted from regulations. In addition,
minor editorial changes were made to _
these sections. No changes are
necessary o § 302,33, Individuals not
otherwise eligible for paternity and
support services, which specifies
requirements for non-AFDC cases,
because there is no reference to optional
collection of spousal support inthis
section.

Accessing the Federal Parent l-.ocalor
Service (PLS)

Amended section 453() of the Act
permits States to access the Federal PLS
without first exhausting State parent
locator resources. effective August 16,
1984. These regulations delete
§ 302.35(d) which reguires the Slate to
make efforts to locate an absent parent
through State resources before
submitting a request to the Federal PLS.
However, the State PLS is an important
tool forlocating absent parents and the
State should use this resource and any
other locate procedures whenever it is
efficient to do so. In some situations,
information from State resources may be
more timely and therelore of greater
value than Federal PLS information.
This regulation provides States with the
flexibility to use both the State and
Federal PLS to their maxmum
effectiv eness.

Co..tmulng IV-D Services for Families
That Lose AFDC Eligibility

Effective October 1, 1984, section
457(c)(1) of the Act requires States to
continue to collect support payments for
a period not 1o exceed three months
from the month following the month in
which the family ceased to receive
assistance under the title IV-A program
(a total of five months after the final
AFDC payment) and pay all amounts
collected representing current support to
the family. Prior to this amendment, the
State had the option to continue to
collect support payments for this five-
month period. Section 302.51(e) is
revised to require (instead of permit) the
IV-D agency to continue o provide all
appropriate IV-D services during this
five-month period. During this period. a
State may not recover costs from any
collections made. An AFDC family will
generally benefit from the continuation
of title IV-D enforcement services after
they cease to receive AFDC payments.
For example, continuing enforcement by
the State IV-D agency will help prevent
collections from lapsing and the family
from returning to the AFDC rolls. N

Current regulations at § 302.51(e)(2)
are revised and redesignated as (e)(3).
The new § 302.51(e)(2) requires the IV-D
agency to notify the family, before the -
end of the mandatory service period, of
the consequences of continuing to
receive IV-D services, including -
available services, any fees, and cost -
recovery and distribution policies. The
notice must also indicate that services.
will be continued unless the IV-D
agency is nouﬁed to the contrary.

Revised section 457(c)(3) of the Act
and § 302.51(e)(3) of the regulations _
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address State action after the five-
month period described above. If the
IV-D agency is authorized by the
individual on whose bchalf the services
will be provided. the IV-D agency will

_~ continue to provide all appropriate

services and pay the net amount
collected to the family after deducting,
at State option. any costs incurred in
making the collection from the amount
of any recovery made. Section 454(6)(C)
of the Act, 8s amended by Pub. L. 97—
248, permits States lo recover costs from
either the absent parent or the custodial
parent.

In accordance with revised section
457(c)(2) of the Act, § 302.51(e)(3)
prohibits State from requiring any
formal application or imposing any
application fee in cases where the State
IV-D agency is authorized to continue to
provide IV-D services atter a family
ceases to receive AFDC payments. The
regulations continue to allow States lo
recover cosis incurred in providing
services from either the absent parent or
the cuslodial parent because revised
seclion $57(c){2) of the Ac! specifies that
amounts collected be paid to the family
on the same basis as they are paidin
other non-AFDC IV-D cases. Paragraph
(e)(4) reguires States to report
collections under paragraph (e) as non-
AFDC collections.

We also made a technical revision to
§ 302.32(b) to specifly that the IV-D
agency will notify the family that it will

continue lo provide services pursuant
" § 302.51(e)(1). Paragraph (b) currently
indicates thal the family will be notified
if the State will continue lo provide
services. :

Notice of Collections of Assigned
Support

Effective October 1, 1985, revised
section 454(5) of the Act requires States,
at least annually, to provide notice of
the amount of assigned support
payments collected to current or former
AFDC recipients. To implement this
State plan requirement, § 302.54, Notice
of collection of assigned suppport,
requires States to provide an annual
notice of the amount of support
collected during the past year to
individual!s who have assigned rights to
support under § 232.11. This nolice must
be sent to current AFDC recipients and
former AFDC recipients for whom an
assignment of support is still effective.
We recommend that the notice contain
the period Tor which payments were
collected and a telephone number or
address for obtaining further ~
information. Under § 302.54(b), the
nolice must list separately support
payments collected for each absent
parent when more than one absent

et
M,

{§

parent owes support to the family and
indicate the amount of support collected
which was paid to the family.

State Guidelines for Child Support
Awards -

We implemented section 467 of the
Act by adding § 302.56, Guidelines for
setting child support ewards. As
required in section 467, § 302.56[a)
specifies that, as a condition for
approval of its State plan, a State must
establish guidelines by law or by
judicial or administrative action for
amounts of child support oblizations set
within the State. Section 467 of the Act
also requires a State lo make these
guidelines available to all judges and
other officials who have the power to
determine child support awards, .
although the guidelines need not be
made binding on them. and to furnish
the Secretary with copies of ils
guidelines. These requirements are
implemented by § 302.56 (b) and (d).
Section 302.56(c) requires that guidelines
be based on specific descriptive and
numeric criteria end resultin a
computation of the support obligation.
Although section 467 in not effective
until October 1. 1987, States are
encouraged to begin their consideration
of appropriate guidelines as soon as
possible. The guidelines developed by
the State in accordance with § 302.56
may be used as the formula required
under § 302.53. Under § 302.53, when
there is no court order covering a
support obligation, there must be a
formula to be used by the State in
determining the amount of the support
obligation. - :

Imposition of Late Payment Fee on
Absent Parenls VWho Owe Overdue
Support

Effective September 1, 19584, section
4545(21) of the Act allows a State IV-D
plan to provide for the imposition of late
payment fees on individuals who owe
overdue support. We implemented
section 454(21) by adding § 302.75.
Procedures for the imposition of 1ate
payment fees on absent parents who
owe overdue support. In § 302.75(a), the

- State plan may provide for imposition of

a fee on absent parents who owe
overdue support in cases in which the
IV-D agency is attempting to collect

_support. In paragraph (b)(1) if a State
opts to impose a {ee, in accordance with

section 454(21)(A). the fee shall be -
uniformly applied in an amount equal to

atleast 3 percent bulmot more than8 "~

percent of the amount of overdue
support. In paragraph {b)(2), we require
that the fee shall accrue as arrearages
accumulate and shall not be reduced
upon partial payment of overdue

__-_-_‘_‘—-l-—
support. Further. the Tee may only be
collected after the full amount of
overdue support is paid (as required by
section 454(21)(B)) and after any
requirements under State law for notice
to the absent parent have been mev In
accordance with section 453(21}(B) of
the Act. under parzgraph (b){3).
collection of the fee may not directly or
indirectly reduce the amount of overdue
support paid to the individual to whom
it is owed. Under paragraph (b)(4). if the
State imposes & lale payment fee, it
must be imposed in foster care, AFDC
and non-AFDC cases. In accordance

~with section 454 of the Act, under
paragraph (b){3), a State may allow fees
collected to be retained by the
jurisdiction making the collection.
Finally, in paragraph (b)(6). States must
reduce their IV-D expencitures by any
late payments Tees collected. Excluding
fees collected is required under section
455 of the Act and § 304.50. Only
support which becomes overdue for any
month beginning September 1, 1984, is

_subject 1o the late payment fee.

Payment of Support Through the IV-D
Agency or Other Entity

We implemented section 466(c) by
adding § 302.57. Procedures for the
payment of support through the IV-D
agency or other entity. In paragraph {a),
in accordance with the statute, States
may have in effect and vse procedures
for the payment of support through the
State IV-D egency or the entity
designated by the State 1o administer
the State's withholding system upon the
request of either the custodial parent or
the absent parent regardless of whether
or not arrearages exist or withholding
procedures have been instituted. In
paragraph (b), if a State implements
these procedures, the State must
monitor all amounts paid and dates of
payments and record them on individual
payment records, ensure prompt
payment to the custodial parent when
appropriate, and charge the parent
requesting this service an annual fee not
to exceed the lesser of $25 or the actual
costs incurred by the State, in
accofdance with the statute.

State Commissions on Child Support

Section 15 of the new law requires the
Governor of each State to appoint a
State Commission on Child Support. The
Commission must include representalion
from all aspects of the child support ..
system and examine the functioning of -
the State child support system with
regard to securing support and parental
involvement for both AFDC and non-
AFDC children. The commissions must
submit to the Governor and make

-
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available to the public, repor!s on their
findings und recommendations no later
than October 1, 1985. Costs of operating
the commissions are not eligible for
Federal matching funds.

The Secretury may waive the
requirement for a commission at the
reques! of a State if it is determined that
the State has in place objective
standards for child support obligations,
kas had a commission or council within
the last five years, or is making
satisfactory progress toward fully
efective child suppor! enforcement.
This requirement is implemented in
§ 304.95.

Availability of Services and Applicalion
Fee for Non-AFDC Families

We revised § 302.33{a) to clarify the
availability of services un=w that
seclion and the individuals who are
e‘zglble to receive such services. We
also revised § 302.33(a) to specify that,
in an interstate case, only the initiating
State may require an application.

To implement the new section
454(6)(B) of the Act. the regulations at
§ 302.33(c)(2) were clarified to require
the State IV-D agency to charge an
application fee for each individual who
applies for services under § 302.33.
Consistent with paragraph (a),

§ 302.33(c)(3) was changed to specify
thal, in an inlerstate case, the
application fee is charged by the State’
where the individual applies for services
under this section.

The following provisions of Pub. L. 98-
378 are being implemented in snpara'e
regulations:

(1) Revisions to the audit, compliance
and penalty provisions (see proposed
regulaticns at 49 FR 39428 dated.
Octaober 5, 1984);

(2) Requirement that the States charge
a mandatory application fee, not to
exceed $25, for furnishing IV-D services
to individuals who are not AFDC

-recipients (see final regulations at 49 FR

36764 dated September 19, 1984;

comments received on this requirement '

are addressed in this document);

(3) Requirement that State IV-D
agencies petition to include medical
supporl as part of any child support .
order whenever health care coverage is
available to the obligated parent at a
reasonable cost (see proposed
regulations at 48 FR 35468 dated August
4,1983); and cas ganh s 2

(4) Requirement that Stales mus!
conlinue 1o provide Medicaid benefits

+ for four calendar months beginning with -
the first month of AFDC ineligibility
_(qe*‘ulahon; under development).

“"Public Comment -

A notice of proposed rulemaking was
published on Seplember 19, 1954 (see 49
FR 36780). The comment period ended
on November 19, 1984. One hundred fifty
written comments were received. In
addition. four public hzarings were held
to receive comments as listed below:
October 10—Chicago. lllirois
October 12—Dallas, Texas
October 15—Seatile, Washington
October 17—Washington, D.C.
Respondents included: 9 private citizens,
60 arganizations including 46 advocacy
groups, 78 Stale and local agencies, and |
3 Federal agencies, some of whom
commenled by letter and some at the
hearings.

Meetings to discuss the proposed
regulations were held with the following
groups: the National Child Support
Enforcement Legislative Committee of
the National Child Support Enforcement
Association; the National Conference of
State Legislatures; the National
Governors' Association; the National
Council of State Child Support
Enforcement Administrators; the
American Public Welfare Association;
the National District Attorneys’
Association; and the Naticnal Council of
Juvenile and Family Court Judges.

We have grouped the comments by
subject and discuss them below along
with our responses.

Effective Dates

A number of commenters indicated
that it is difficult to determine the
various effective dates in these
regulations and suggested that specific
eflective dates be added to appropriate |
sections of the regulations. To avoid
confusion we have done so.

General Definitions (45 CFR 391.1)

Some commenters felt the definitions
of “overdue support” and “past-due
support” were cumbersome and unclear.
One commenter felt that the definition
of “overdue support” could be easily
misinterpreted to allow a State to collect
arrearages for children who are not -
minors only when using procedures for.
State tax offset, imposition of liens,
posting security, bond or guarantee and
providing information on the absent
parent to consumer reporting agencies.
Another commenter asked that we move

the definition for “past-due support™ t

the section on Federal income tax - - -
refund offset. Many commenters
objected to the term “absent parent' in-
these definitions because it does not - -
reﬂecl the relationship in “joint" or
“shared" custody situations, :

The definitions of “overdue supporl" .

and “past-due support" restate the-

- Interstate Applicability of Procedures ;

definitions for these terms that are used
in the Acl. Therefore, we will continue
to use thesc definitions, except for a
minor change to correct any possible
misinterpretation with respect to
collecting overdue support when the
child is no longer a minor. In gddition,
we chose not to move the definition for
“past-due support™ to 45 CFR 203.72
since it also applies to current
regulations at 45 CFR 302.60. Upon
review of the many comments received
on the use of the term “absent parent,”
we considered replacing that term with
the term “obligated parent”. We decided
not to make this change in the
regulations, however, since the Act
consistently uses the term “absent
parent” and we believe that a change to - -
“oblizaled parent” would be confusing
in situations in which a supporl order
has not yet been established or where
shared custody occurs.

Mandalory State Procedures (45 CFR
302.70)

Section 466 of the Act and
implementing regulations require thata
State plan for child support enforcement
must provide that the State has in effect
and has implemented laws and
procedures for: (1) Carrying outa’

~ program for the withholding of amounts

from the wages of individuals to satisfy
support obhoa ions; (2) establishing and -
enforcing support orders by expediled
processes; (3) obtaining overdue support
from Ste!e income tax refunds; (4) .
imposing liens against real or perscnal
property for amounts of overdue

support; (5) establishing a child's
paternity up to at least the child's 18th
birthday; (6) requiring the absent parent .
to give security, post a bond or give

some guarantiee to secure payment of
overdue support; (7) making available to
consumer reporting agencies at their
request information regarding the
amourrt of support owed by an absent
parent if the amount is more than $1,000; |
and (8) including a provision for wage
withholding in child support orders
issued or modified in the State.

A commenter asked if the procedures
for imposing liens, posting bonds, -
offsetting State tax refunds and
providing information to consumer . -. -:
reporting agenies (CRAs) are avallable .
for interstate cases. -, - = .- == : :

Current regulations at 45 CFR 302 36
require States to cooperate with other ..
States in locating ebsent parents, = . o .
securing and enforcing support . .= =: .
obligations and establishing paternity.
Therefore, the procedures governing —-
liens, bonds, State tax refund offset and - .

- -
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providing information to CRAs must be
applied by & State when enforcing an
order for another State to the extent
allowed by the law of the enforcing  *
State. For example, if the initialing State
(the State where the custodial parent
applies for services) forwards a case to
the reponding State (the State where the
absen! parent resides). the responding
Stale would review the case information
and determine which enforcement
technique or techniques would be best
suited 1o the circumstances of the
particular case.

Procedures for Wage or Income
Withholding {45 CFR 303.100)

Withholding Requirement

The new statule and regulations
require States to withhold wages in all
IV-D cases when the amaunt overdue
equals cne month’s support payment, or
earlier at the absent parent's request or
when the amount overdue is less than
one month’s payment in accordance
with the State law. Withholding must
occur without amendment to the order -
and must be given priority over other
legal processes under State law. States
must withhold amounts to satisfy the
current support obligation and, once
current support is met, an amount must
be withheld to apply toward liquidation
of arrearages. The total amount
withheld, including any fee to the
employer, may not exceed the limits set
forth in section 303(b) of the Consumer
Credit Protection Act (CCPA). The
withholding must be carried out in full
compliance with State procedural due
process requirements.

We received many comments on the
propesed wage withholding provisions.
Some commenters sought clarification
as to whether or not the provisions for
withholding in cases being enforced
under the State plan would be . -
applicable only in cases applying for IV-
D services after September, 1985. The
provisions for wage withholding are
appliceble to all IV-D cases regardless
of whether or not the case was a IV-D
case before October, 1985.

Other commenters wanted
clarification on the one-month overdue
supporl requirement for new IV-D
applicants seeking withholding. A State
mus! take steps to implement wage
withholding in new IV-D cases in which
they can verify there is overdue support
of one month or more. -~ =

We received several comments which
were critical of the requirement that . . .
withholding must occur in all cases
where the absent parent owed overdue :
supporl of one month or more. The .

" commenlers were concerned that

because the regulalions require that so

~

much of the absent parent’s wages must
be withheld as are necessary to comply
with the support order up to the
maximum amount permitted under
section 303(b) of the CCPA [15 U.S.C.
1673(b)). States would be forced 1o
implement withholding in cases which
will create economic Lardships on the
absent parent's second family. Some
second families have low incomes and
the commenters argued 1sat by reducing
this income these families might then
qualify for food stamps or other forms of
assistance. They urged that the
regulation be more flexible in this area,
giving the State an cption as to whether
or not to implement withholding in these
cases. ;

The statute is very clear that :
withholding must be used in all cases
being enforced under the Siate plan
when the absent parent fails to meke
payments equal to the support payvable
for one month. We cannot, therefore,
give States this type of flexibility.

Once the amoun! to be withheld
satisfies the current month's obligation,
we proposed that an additional amount
must be withheld to be applied toward
the liquidation of arrearages. Many
commenters complained that
withholding an amount to satisfy

. arrearages is not required by the statute

and felt that withholding of amounts for
arrears should be optional. Although it
is not explicitly staled in the statute that
an amount be withheld for arrears, a
reading of House Report No. 98-527 on
the statute clearly indicaltes that
Congress intended that an amount be
withheld for arrearages. Some
commenters stated that in many cases
amounts withkeld from wages up to the
CCPA limit would be inadequate to
meet the current support obligation, let
alone allow for payment of arrearages.
Under the statute and regulations,
current support mus! be withheld first. If
current support is satisfied, an
additional amount to be applied toward
liquidation of arrearages must be
withheld. If the CCPA limit is reached
before the current support obligation is
met, obviously amounts to satisfy )
arrearages cannot be withheld. Also,
since the statute does not require States
to withhold up to the maximum of the
CCPA limit when establishing an
amount to be withheld for arrearages,
Stateshave a great deal of flexibility in
setting the amount. - . S
Some commenters felt that the
regulation should clearly state that the -
total amount 10 be withheld for current
support, arrearages and the employer
fee, if any, cannot exceed the maximum
amoun! permitted under section 303(b) -
of the CCPA. We have specified in ..-- .

§ 303.100(a)(3) that the total of these .-

three amounts may not exceed the
CCPA limits.

We received the greates! number of
comments on the requirement that
withholding mus! occur without the
need for any amendment to the support
order involved or any need for further
action by the court or cther enlity that
issued the support order. Mos! of these
commenters felt that the requirement
violaled the due process requircments of
Stales, which require orders to'be
returned to court for a hearing-before
withholding canbeimplemented. They
pointed out that the regulations
themselves require that withholdingbe
carried out in full compliance with
States’ due process requirements. Many
of these commenters also argued that
their State laws require arrearage
payments to be established through a
formal court process at which a
payment schedule is created based on

the absen! parent’s ability to pay.

This regulatory provision is explicitly
required by section 456(b)(2) of the Act.

tate laws which require that a support
order must be returned to courl must be
changed to conform with the Federal
statute. The statute and regulations still
require protection of the absent parent’s
due process rights prior to implementing
withholding. In response to other
comments, this requirement does not
rule out a judge signing a withholding
order, if this process does zot involve a
hearing or a cour! appearance.

Ye received other comments
suggesting that the provision prohibiting
amendment of the support order to
initiate withholding should apply only to
a judgment entered after the effective
date of the new law. Commenters felt
this was necessary to avoid equal
protection problems. Again, this
provision is expressly provided forin
section 466(b)(2) of the Act. The intent of
the statute is to provide an
administrative enforcement remedy
which is equally available in all cases. -
We believe that applying special
provisions to cases with judgments
entered after the effective date of the
new law would not be consisten! with
the new statute.

Because we have received many
comments about this provision, we
suggest that States enact a statute under
which withhelding would occur without
the need for.any amendment to the
support orders involved. States might
also send out a general notice to all ~
absent parents informing them of the
new State law, how it affects them, and-
howthey might appeal. This provision .
of the Federal statute does not preclude -
a State from amending orders to
incorporate withholding provisions, if -
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the case is before a court administrative
tribunal for other purposes.

Nfany commenters expresseG COncern
that it would not be possible to
implement withholding in all existing
cases by the October. 1985 effective
date. We agree that identifving cases,
ating individuals and employers,

ying information and proceeding
with any appropriate withholding action
in all exisling cases by Octlober 1, 1985
will entail a major effort, considering the
magnitude of the caseloads requiring
aclion in cach State. However, States
will have had over a vear since s
enactment of Pub. L. 98-378 to prepare
for the October 1, 1985 implementation
date. Because the effective date is
specified in the statute, we cannot allow
States additional time to implement
withholding in appropriate exisiing
cases. b

Procedures for Termination of
Witkholding and for Promptly
Refunding Withheld Amounts

The regulations at § 303.100(a) (8) and
(9) require States to have procedures for
promptly terminating the withholding
and for promptly refunding to absent
parentls amounts which have been
improperly withheld. '

Commenters on the termination
procedures required by the proposed
rule expressed concern abcut the
requirement from two different points of
view. One group of commenters felt that
the termination requiremenlts were not
specific enough and needed to be more
restriclive. The other group of
commenters theught that Stztes should
be allowed to determine on what basis
they would terminate withhoidings.
These commenters suggested that States
would want to have the option not to
initiate a withholding or to terminate an
existing withholding based on the
payment of all overdue support when it
is a large amount, such as $3.000. Other
commenters asked for the removal of all
examples of circumstances for
termination of withholding from the
regulation. They suggested that OCSE
issue an action transmittal at some later
date, which could give examples and
guidance in this area. In the final
regulation as in the proposed rule, we do
not specify criteria for termination of .
withholding and will allow States to
develop their own criteria.-We have
deleted the examples of when .
termination of withholding would be
appropriate to assure States the'

. necessary flexibility in this area._

However, we are specifyingin = .
§ 303.100(a)(9) that payment of overdue

_ support should not be the sole basis for

termination of withholding. Moreover,

“we are specifying in § 303.100(a)(8) that

-

hpe

L

payment of overdue support may not
prevent an initial withholding. We
believe that Congress has expressed ils
intention in House Report No. 98-527
tha! withholding be used 1o ensure
regular pavment as well es collect
arrearaees.

We also received comme:its on the
proposed regulation provision which
requires prompt refunding of improperly
withheld amounts. These comments
were related to the example of -
termination of withholding when the
address of the children or custodial
parent is unkncwn. The commenters
suggested that zmounts nct be refunded
to the absent parent if the custodial
parent's address is unknown for a
period of time due to the custodial
parent moving and failing to inform the
withholding agency promptly of the new
address. We agree and suggest that
those payments be held by the State
until the absent parent ottzins an order
for termination of withhclding or return
of the payment. We also believe this
type of problem will be rare end can be
handled by informirg custodial parents
of the importance of promptly notifying
the withhelding agency of address
changes.  y

Advance Notice to Absent Parents

The statute and regulations require
States to give advance nofice to absent
parents of the potential withholding and
the procedures to follow to contest the
withholding. The notice must include the
period within which the absent parent
may contest the withholding and
indicate that the only basis for
contesting is a mistake of fact. The
absent parent must be told the amount
to be withheld and that the withholding
applies to current and subsequent
periods of employment. Finally, States
are not required to provide advance
notice if their existing withholding
system in effect on August 16, 1984 met
and continues 1o meet due process
requirements under State law.

We received varied comments on the
requirement for the advance notice to
the absent parent. Some commenters
complained that the reg:lation does not
contain a time frame for when the
advance notice must be sent. The State
must take steps to send the advance
notice to the absent parent on the date
he or she fails to make payments in an
amount equal to the support payable for
one month. Although this date is found .
in paragraph [a)(4) of the regulation, we '

have revised paragraph (b)(1) to include -

this date as well. -, &% o e g
Other commenters suggested that we .
should require States to stale in the
advance notice what method of _..
contacting the State wouldbe -~ _""..

acceptable and give a specific time
frame within which the absent parent
mus! contac! the State. The regulations
at’§ 303.100(b)(1) (iii) and (iv) require
States to inform the absent parent of the
method and time frame for contesting
the withholding.

Commenters sugzested that the notice
should include the tota!l amount of the
overdue support owed and that the
regulations should give a definition of
“mistakes of fact.” The commenters
believed that this infermation is
essential and would prevent delays in
the ccntesting process. We agree and
have included these suggestions in the
provision for the advance notice.

One State commented that some
States are exempt from the advance :
notice requirement because they hada -
system of income withholding for child
support purpeses which meets State due
process requirements in effect on the
date of enactment of Pub. L. 8-378. The
State felt that the regulations were %
unclear as to when the 45-day conlesting
period applies to these States. The State
suggested that since they are exempt
from the advance notice, they would - .
have the option to set their own control
date for the ebsent parent to contest. .
Also, the State felt that they should be

" permitted to allow absent parents the

opticn to contest withholding on

fact as provided in the regulation.

While the advance notice provision
and the 45-Cay contesting pericd do not
anply to these States, all other
provisions of the regulations are
applicable. States which are not _
reguired to provide the advance notice
required in this regulation must take
steps to send a notice to the absent
parent's employer on the date the parent
owes one month of overdue support.
These States must comply with existing
procedures in the State which meet the
procedural due process requirements of
State law and which should provide the
absent parent an opportunity to contest -
the withholding. We also emphasize that
under the statute the grounds for U
centesling withholding are limited to .
mistakes of fact. We have revised °
§ 303.100 (a) and (b) to clarify the
requirements that States which are
exempt from providing advance notice -
must meet.:. .o x= oo o o2oEL oo

Procedures for Contesting Wfﬁ'{hé‘_'df’f_'g

that States establish procedures for use
when an absent parentcontestsa .~ -
withholding. At a minimum, the’
procedures must provide that a State,..
which is not exempt from providing

advance notice to the absent parent, - -

-grounds beyond the limit of mistekes of -~

..~ The reg.uiati‘o'r-;s at § 303.100(c) require

"y
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within 45 days of giving advance nolice
1o the individual, will: (1) Give the
individual an opportunity to present his
or her case; (2) decide if the withholding
will occur based on evaluation of the
facts: (3) notify the individual whether
or not the withholding is to occur and, if
so, include in the notice the time frame
within which withholding will begin and
the information provided to the
employer in the notice required in

§ 303.100(d): and (4) notifv the employer
to begin withholding. The last procedure
was added in response {o comments
sugeesting that we reguire States lo
send the required notice to the emplover
within the 45-day time frame. We also
specified in § 303.100(d)(2) that. if the
absent parent does not contest the
withholding within the time period
specified in the advangg notice, the
State must immeciately send the notice
to the employver.

We received comments from
individuals and organizations which
requested that the procedures required .
for centesting withholding include many
additional requirements such as not
allowing a hearing. requiring a written
notice be sent to both the absent and

custocial parent and allowing the
- custodial parent to attend whatever type
of forum is provided for contesting.

OCSE has decided to keep the
required procedures at the very
minimum needed to comply with the
statute in order to give States the
greatest flexibility in developing their -
procedures. We do encourage States to
adopt some of these suggestions (such
as sending a notice 1o both parties and
allowing the custodial parent to attend
and participate in the review).

Notice to the Employer

- Section 466(b)(6) of the Act sets forth
specific requirements for notice to the
employer as well as responsibilities of
the employer and the Statein -
withholding wages. To meet these
requirements the regulation specifies
that the employer notice contain the
elements listed in § 303.100(d)(1).
Commenters asked that we clarify in
the regulation that the notice to- *. :
employers must inform them that the -
amount actually withheld for support :
and the employer’s fee may not exceed
the maximum amounts permitted under
section 303(b) of the CCPA. We believe.
these commenters misunderstood the
mezning of the phrase the amount -
actually withheld for support and other.
purposes” in paragraph (d)(1)(i). We
intended this phrase to include the fee
and other deductions for debts from the
absent parent’s wages, but we have
revised the paragraph to refer to the fee

LT directly.

T
i

W
s, "
-
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“A number of commenters objected to
the requirement that employers must
send withheld amounts at the same time
the absent parent is paid. Some of these
commenlers felt this requirement was in
conflict with section 466(b)(6)(B) of the
Act which requires the State to simplify
the withholding process for emplovers to
the greatest extent pessible. Others
argued that because employers use such
varied pay periods, bi-weekly, weekly
and sometimes monthly, this
requirement would cause unneressary
paperwork. accounting problems and
additional stalf time for withholding
agencies. Another commenter was
concerned that the requirement would
force employers to charge a higher fee
for withholding than they would .
otherwise because the provision
increases the cos!s and burdens of
withholding. Each delay in forwarding a
collection in turn delavs final
distribution of that collection. We
believe requiring emplovers, as well as
any entity which receives collections
and is not responsible for final
distribution, to forward collections
within 10 days of their receipt is
essential to timely distribution. We

“have, therefore, revised this requirement

to provide that employers must send
withheld amounts to the Stale within 10
days of the date the absent parent is
paid.

Some commenters ashed that we
specify the maximum amount that an
employer could withhold as a fee for
withholding. The statute and
§ 303.100(d)(1)(iii) specify that the State
must establish the amount of the fee if it
opts to allow employers to withhold a
fee. Generally, the fee for withholding is
minimal—S1 to S2 per withholding—in
States which presently have such laws.

In the area of.emplovers’ liability for
failing to withhold wages or to forward
withheld amounts, we received several
suggestions, including that the
regulations specify who is liable in
situations such as employer bankruptcy,
stolen withheld monies and misdirected
checks. We believe these issues should
be handled by States under State law
and procedures. ;

We received other comments on this
section which suggested that we require
that employers be offered an - :
opportunity to contest withholding. The
statute does not authorize employers to
contest withholding. We strongly urge
States to advise employers concerning
withholding and to develop good |
working relationships with them. We:
believe this will ensure cooperation
from employers. i y

We received a comment critical of the
provision which requires that- '
withholding for support have priority

over any other legal process under State
law against the same wages. This
commenter suggested that the .
requirement is unconstitutional, but did
not explain in what way. This provision
in the regulation is required by section
466(b)(7) of the Act.

Several commenters asked that we
clarify the provision in the regulation
which allows employers to combine
withheld amounts from absent parents’
wages in a single payment. We believe
the prpvision in clear and allows the
empleover to send one check for a single
amount to the apprepriate withholding
agency, along with a list of amounts
attributable to each absent parent. This
is a convenient method for employers
and avoids the necessity of sendinga
separale check for each absent parent.

The provision in the regulation
concerning the method of handling
situations involving more than one-
withholding against a single absent
parent was the focus of a number of
commenls. We proposed that in these
situations the employer must comply on
a first-come-first-served basis up to the
limits imposed under section 303(b) of
the CCPA. All of the commenters
objected to this proposal. Some objecled
to this method because they felt it would
at times be unfair to families who may
need support more than others. Also,
they felt that the method did not put a

- priority on current support. Some other

commenters were concerned that the
method put the employer in the middle
of support disputes. As an alternative,
several commenters suggested that all
affected families should receive a

. prorated share of the withholding up to

the CCPA limits.

We agree with the concerns raised by
these commenters and we have changed
this provision to specify that in
situations where there are multiple
withholdings against the wages of the
same absent parent, current support
must be paid first and the amounts
available for withholding to meet
curren! support must be allocated
among the families. This must be done
before amounts are withheld for
arrearages, which also must be
allocated if withheld. In addition we are
requiring the State to control this ~
function rather than the employerand " - .
are giving States flexibility to determine
the best method of allocating amounts .
available for withholding. For example,
the State could prorate the amounts

" among all cases, apply a first come first’

serve basis or use some other . *" ~ -~
mechanism, such as giving top priority _
to support orders where the custodial
parent in receiving AFDC, as AFDC

status may indicate special financial

i
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;.eed. States are in the best position to
determine which method is the most
appropriate for their caseloads. The
emplover will receive a notice to
withhoid one amount and the State must
prorate thal amount appropriately upon
its receipt.

Or. State commented that the
requirement that empleyers implement
withholding no later than the first pay
period that occurs 14 days following the
date that the notice 1o the employer was
mailed conflicts with its State law. They
peinted out that under the laws of many
States an individual is not responsible
until receipt of notice and suggested we
change the withholding trigger to the
.date of receipt by the employer. We
realize that some States may have to
pess laws to implement withholding
which will provide excepaons to their

eneral Siate laws in some areas, but for
uniformity and efficient implementation,
we believe it is important 1o retain the
provision based on the mailing date of
the notice. Other commenters
complained that this provision conflicts
with section 466({b)(5)(B) cf the Act
which requires Siales to simplify the
process for employers as much as
possible. We do not think this
requirement complicales the-
withholding process for employers and
believe it affcrds employers ample time
to implement withholding.

Commenters asked that we require
emplcyers to notify custodial parents as
well as the State when the absent parent
términates employment and provide
custodial parents with the same
information sent to the State. We
believe this is a burden for employers.
States could notify custodial parents if
that is permitted under State law.

Administration of Wege Withholding
Procedures Voo

Section 303.100(e) of the regulations
outlines the procedures for the
administration of withholding as
provided by section 466(b)(5) of the Act.
The regulations require the State to
designate a public or private agency to
administer withholding in accordance
with procedures specified by the State -
for keeping adequate records to
document, track, and monitor the
ccllection and distribution of amounts
withheld. The designee for withholding
must distribute withheld amoun!s in
accordance with section 457 of the Act

We received several comments which
requested that we clarify what is meant
by “administer™ in the context of these -
regulations. These commenters wanted
_1o know if enforcement and collection
functions must be included in the -

- .functions performed by the withholding

=
-

“agency. The State's withholding system

.

TR
Wy,
-

must be administered by an agency that
is ultimately responsible to ensure that
all necessary functions are performed.
This agency either must perform the ~
enforcement and collection functions
itself or it may delegate the functions
under ils supervision necessary to carry
ou! withholding to another public
agency or private entity. Any such entity
must be publicly accountable for its
actions. These commenters also stated
that the regulations give the impression
that the withholding agency must be one
statewide organization. There must be
one State withholding agancy within the
State. However, we have clarified in
paragraph (e) that the State may
designate local entities to administer -
withholding in each jurisdiction under
the supervision of the State withholding
egency. .

Commenters asked that we specify a
time limit by which the withhelding
entity must distribute withheld amounts.
They argued that the word “promptly”™ is
vague and therefore meaningless. We
believe that “promptly" has a generally
understood meaning which would allow
OCSE to enforce this regulation
adeguately. We believe that it is not
reasonable to specify an exact time limit
because of the wide variety of State
practices and organizational structures
involved. In addition, section 466{b)(5)
of the Act requires “prompt”
distribution. " :

One State objected to the provision in
paragraph (e) which requires the State
to reduce is IV-D expenditures by any
interest earned by the State designee on
withheld amounts. The State felt that
this provision was contrary to the
provisions of the Debt Collection Act (42 -
U.S.C. 4213) and 45 CFR 74.47(b). These
two requirements pertain to interest
earned on advances of grant funds and
are not applicable to other interest such
as interest on support collections. The
treatment of interest earned on support -
collections specified in paragraph (e) -
complies with section 455 of the Act. -

Interstate Withholding

Section 303.100(g) of the regulation
implements section 466(b)(9) of the Act

- which requires States to extend their

withholding systems to include
withholding in cases where tke support
orders were issued in other States. This
provision is necessary to ensure that
support owed to children and their
custodial parents will be collected -
withcut regard to the residence of the .~
absent parents. ~ < - o tL -

The provisions on interstate * *
withholding were addressed by several
commenters who expressed a wide
range of concerns. Some commenters”™
felt the interstate provisions bave no

statutory base. The statutory base of
these provisions is in section 466(b)(9) of
the Act which requires States 1o extend
their withholding systems to include
incume derived within the State in cases
where the applicable support orders
were issued in other States. in order to
assure tha! support owed by absent
parents will be collected without regard
to the residence of the child for whom
the suppor! is pavable or of the child's
custodial parent. -
Various other commenters '
complained that the system as outlined
in the proposed regulalion is
unworkable. They argued that involving
three States (the State where the
custodial parent applies for IV-D
services, the State with the order, and
the State where the absent parent is
employed) in the process on an on-going
basis is unnecessary. They questioned
whether incentives would be available
for all three States. In response to these
comments, we have changed the
regulation to provide that the Stale
where the custodial parent applies for
IV-D services will notify the State
where the absent parent is employed to
implement withholding. If the State
where the custodial parent applies is not
the State where the support order was
enlered, we are requiring that, upon
request of the State where the custodial
parent applies for services, the State
where the order was issued must
promptly provide all information
necessary to implzment withholding.
The statute only provides for the
collecting State and the State where the
custodial parent applies for IV-D
services to receive incentivesin . ¢
interstate cases. Thus, in interstate wage
withholding cases, incentives will be
paid to the State where the custodial
parent applies and the State where the
absent parent is emploved. since that
State will collect the support-Although
the State where the order was entered is
not entitled to incentives, it must
cooperate with other States in _
accordance with 45 CFR 30236 . ~ . -
We have been asked by commenters .
to require that the information provided
by the State where the order was issued
include, at a minimum, a copy of the
support order and the payment record. ;
We agree that this type of information is
necessary. Therefore, we have changed

this provision fo specifically require that |

a copy of the order and a statement of
arrearages be included. These two ilems
are also included in the model statute
for interstate withholding developed by
the American Bar Association.. - -
In addition, because we believe itis
not practical, we have not included = -
specific time frames (such as 90 days
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from start to first check received) for
interstate withholding as suggested by
several commenters. We have, however,
added the word “promptly” to all sleps
of the process. Further. the addition of
time frames to the general withholding
process should help expedite
withholding in &ll cases. We believe
these changes are adequate to ensure
timely processing of interestate cases.

These same commenters also
requesled that the regulation require
States to indicate exactly which entity is
charged with carrying out withholding.
We already require in § 303.100(e)(1)
that the State designate an agency to be
responsible for withholding.

Several commenlers questioned
whether States would be prohibited
from using their long arm statules in
interstate cases. These commenters felt
that the IV-D zge™ v in one State should
be able to contact an employer in
another State directly. This is a matter
of State law and we agree that a State
may use its long arm statute for wage
withholding if the State statute allows
the State to acquire long arm jurisdiction
over an emplover in another State.
Otherwise, the State must contact the
IV-D agency in the State where the
_ absent parent is employed to initiate

withholding. Another commenter
suogested that we require States to
exhaust all other methods for
enforcement available to them before
using interstate withholding. The statute
requires withholding to be implemented
in intrastate and interstate IV-D cases
when one months's support is overdue.

It was suggested by one commenter
that we specify in paragraph (g)(7)
addressing which State laws apply in
interstate cases that, when withholding
is implemented. it must be for the full
amount of current support, include an
amount for arrearages and it must be
implemented without amendment to the
support order. We believe that other
provisions of the regulztions are clear
on these points. However, we have
revised paragraph (g)(7) to specify that
the law of the State where the order was
enlered determines when withholding
must be implemented and the law of the
Statle where the absent parentis .
employed applies in other respects. This
includes the delermination of the
amount that may be withheld, in -
addilion to current support, to apply
toward liquidation of arrearages.

General Comments

OCSE received serveral requests for

clarification on the provision requiring
that all child support orders issued or
modified in the State after October 1,
1985 must have a provision for

“ withholding of wages in order to ensure

T
e
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that withholding is available without the
necessity of filing an application for [V-
D services if overdue support occurs.
These commeniers wanted to know the
relationship between these cases and
IV-D cases. This provision refers to all
cases and is intended to ensure that
withholding be available as an
enforcement techrique for support
orders in the State which are not being
enforced under the State's child support
enforcement program. The Federal
requirements for withholding outlined in
the preceding paragraphs are not
applicable to these cases unless an
application for [V-D services is made or
the States choose to extend the
procedures applicable to IV-D cases to
all child support enforcement efforts in
the State. We encourage States to enact
laws governing withholding that apply
to all child support cases in the State,
both IV-D and non-IV-D causes.

Mary commenters were concerned
that this particular provision raises
constitutiohal questions because they
felt il creates two classes in child
support cases. Section 466(a)(8) of the
Act does not creale any classifications
at all. It merely requires that all child
support orders issued or modified in the
State after October 1, 1985 include
provisions for income withholding.

Finally, we had two general comments
concerning cases in which the absent
parent has two employers suggesting
that we require Stales to include
penalties in their State plan for
employers who fail to carry out their
responsibilities in withholding cases. In
response to the latler comment, States
must include copies of laws governing
penalties for employers as part of their
State plan in accordance with 45 CFR
302.17. In cases in which the absent
parent has more than one source of
income, States should follow the
procedures outlined in the withholding
regulations and notify the primary
employer to withhold an appropriate:
amount to meet the obligation and
provide for a payment toward
liquidation of overdue support. If the .
amount actually withheld is inadequate
to meet the current obligation and an
amount for arrearages, the State should
initiate a second withholding action
with the other employer.

Expedited Processes (45‘CFR 303.101)

Under the proposed regulations, we
required States to select either an

administrative or quasi-judicial process .-

to establish and enforce support orders
and, at State option, to establish .
paternity. In addition, we also limited
use of the State's judicial system to _
appellate review of determinations

made under the Slate’s expedited S

-

———

process and imposed many
requirements specific to either an
administrative or quasi-judicial process,
These final regulations amend many of
the provisions in the proposed
regulations and. in effect, allow States
more flexibility in designing & process or
combination of processes that meet their
nceds. Stales may request an exemption
from using an expedited process in one
or more political subdivisions in the
State based on the effectiveness and
timeliness of support order issuance and
enforcement within the political
subdivision.

Some commenters believed that the
regulations went beyond the intent of =
the statute by imposing too many
requirements on expedited processes.

-Others indicated that the requircments

for the two types of expediled processes
should be parallel.

While we do not believe the proposed
regulation was beyond the intenl of the
staule, we recognize the need for
fexibility on the part of the States to
design expedited processes in light of
State and local conditions. Therefore,
we revised the proposed regulations on
expedited processes to eliminate many
restrictions and to make those
requirements that were specific to either
an administrative or quasi-judicial -
process apply to expedited processes in
general, The requirements which now
apply lo expedited processes in general
are that: Orders established under
expedited process must have the same
force and effect under State law as
orders established by full judicial
process; the due process rights of all
parties must be protected; the parties
must be provided a copy of the order;
there must be written procedures for
ensuring the qualifications of presiding
officers; recommendations of presiding
officers may be ratified by a judge: and
actions taken under the State's
expedited processes may be reviewed
under the State's judicial system.

In addition, we revised the .
requirements that were formerly specific
to judge surrogates' authority under - .
quasi-judicial process to apply to the .
functions performed under expedited
processes in general. The functions
performed under expedited processes
must include at a minimum: Taking
testimony and establishing a record;
evaluating evidence and making -
recommendations or decisions to
establish and enforce orders; accepting

“ voluntary acknowledgements of support

liability and stipulated agreements
setling the amount of support to be paid;
entering default orders if the absent. - .
parent does not respond to notice or . * °
other State process within a reasonable

4
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pe-iod of time specified by the State;
and, if the State establishes paternity
using its expedited processes. accepling
voluntary acknowledgement of
paternity.

Representatives from various groups
ircluding the National Governors'
Association and soveral other
commenters felt that the proposed
regulations should be directed toward
time frames and not the structure of
svstems. In respense to the comments
received on thie section, we removed
many of the structural requirements
contained in the proposed regulations
that were specific to either an
administrative or quasi-judicial process.
After careful consideration of the
comments and Congressional intent that
the Secrelary measure a Stale’s
campliance with the expegiied
processes requirement “primarily on the
basis of the results it produces” [see
Conf. Rep. 98-925, p.35), we addad a
standard in the regulations to ensure
that States' expediled processes are
timely. A State's process or combination
of processes is expedited when it
completes support order establishment
or enforcement actions from case filing
to disposition in 90 percent of al! cases
in 3 months, 98 percent in 6 months and
100 percent in 12 months. This standard
was approved by the House of
Delegates of the American Bar
Association and is considered by that
group lo be an appropriate measure of
the length of time in which domestic
relations cases should be completed-
from case filing 1o disposition.
Compliance with this standard will be -
measured on a disaggregated basis (e.g.,
court-by-court of similar level) rather
than for the State as a whole.

We are not defining the terms “case
filing" and “disposition” in the
regulations because Slales may use
different terms to describe the events
associated with these terms. However,
by “case filing” we mean the date on
which the case is officially -
acknowledged or action is taken to
invoke the jurisdiction of the Stale's
expedited process system, for example,
the date on which the case is given a
docket or case number, or notice of
support lizkility is sent or other official
action is taken which initiates the -
process of establisking or enforcing a
support obligated. "Disposition™ means
the date cn which a support obligation
or enforcement order is officially
estatlished and/or recorded.

Several commenters ssked if Federal
funding is available for administrative

v :=cos!s associated with decisionmakers in

=

.. ..edministrative and expedited judicial
o __._'.Lp_r_rlces_ses. Consistent with our current

Tsnns
[

policy. Federal funding remains
available for the costs of
decisionmakers in an edmiristrative
process. Federal funding is also
available for decisionmakers in an
expedited judicial process. Therefore,
we have revised 45 CFR 304.21(b) to
specify that Federal funding s not
available for compensation (salary and
fringe benefits) of judges only.

Several commenters indicated that the
proposed regulations fail to specify
methods of enforcement under
expedited processes. In accordance with
the requirements at § 303.101(b) of the
final regulations, States are responsible
for ensuring that appropriate
enforcement remedies are included -
under their expedited processes.

An edvocacy group recommended
that we provide States with technical
assistance in imzlementing expedited .
processes for support cases and
especially for palernity cases. State and
local IV-D agencies may request
technical assistance from the
appropriate OCSE Regional Office in the
development and implementation of an
expedited process.

One commeriter recommended that
we allow public hearings at the local
level to ensure irput from residents on
the type of expedited process a locality
may adopt. Since there is nothing in the
new law prohibiting public hearings at
the State and local level, States and
localities may elect to cenduct public
hearings to receive comment and local
input on the type of expedited process
that would be appropriate in a particular
area. We suggest that the commenter
contact State and local IV-D agencies or
other State officials or legislators to
request local public hearings on
expedited processes. .

One commenter asked if a State's
expedited process would apply to non-
IV-D cases as well as IV-D cases. The
new law requires States to have
expedited processes for establishing and
enforcing support orders in IV-D cases.
Since the new law does not specifically
prohibit a State from expanding its
process to include non-IV-D cases, the
State may elect to do so. However, a
State would not be eligible to receive
Federal reimbursement for the costs
associated with handling and resolving
support matters in non-IV-D cases.

Several commenters asked that we
clarify the definitions for “expedited
process™ and "quasi-judicial” because,

. as defined in the proposed regulations, ~

they each refer to the other. Other
commenters believed that the :
definitions for “hearing officer” and ~
“judge surrogates™ limit without reason"

—
———

those who may issue or recommend
support orders. ¥

Except for the definition of “expedited
processes.” which was expanded to
incorporate a standard to measure the
timeliness and effectiveness of support
order establishment and enforcement
action under the Stale’s expedited
processes, we deleted all of the
definitions fiom this secticn because we
agree they limit State flexibility -
needlessly. '

Several commenters indicated that the

_proposed regulations fafled to provide

for incorporating orders that originated
from the judicial process into the State’s
expedited process. Since the new law
requires States to enforce support orders
using expedited processes, although it is
not explicitly stated in the final
regulation. any order entered in another
ferum on behalf of a [V-D client would
be enforceable under the State's
expedited process.

Mzry commenters asked that the
regulations allow States to create an
expedited process within their judicial
svstems. Some States and one advocacy
group felt that limiting States to the
selection of either an administrative or
quasi-judicial process was contrary to
the law since Congress never inlended a

tate's expedited process to be the sole
forum for resolving all support matters.

Ve intended in the proposed
regulztions that States select either an
administrative or quasi-judicial process
to establish and enforce support orders
and that, if the State selected a quasi-
judicial process, it would operate within
the State's judicial system. Although
Congress did not expect a Stale's
expedited process to be the sole forum
for resalving all support matters, it did
intend that the process would improve
the State's program effectiveness and
that the overall processing time of
support order establishment and
enfor2ement actions would be reduced
in comparison to the processing time
under the State's judicial system. To
eliminate confusion and to clarify the
use of an expedited process within a
State's judicial system, we made a
number of editorial and substantive

changes to this section. We deleted the _

provision that limited States to selection
of either an administrative or quasi--
judicial process. As a result, the State

may use an administrative or expedited _
- judicial process or both processes as

long as the selected process meets the
definition of an “expedited process™ .
contained in these regulations in
addition to meeting the other ~
requirements of this section. it
Several commenters asked if a State
could use an administrative process for
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some cases and expedited judicial States may use their judicial systems. ~ ensure that the rights of custodial
process for other cases that appear more  However, to protect the interests of the parents as well as absent parents will
complicated to resolve. A State may children involved, States must be protected in accordance with State
implement two processes and apply the  delermine temporary support awards in ~ law.
procedures of those processes these cases under the expedited process Many commenters objecled to the
scparately depending upon case before referring the more complex issues  requirement that the administrative
circumstances, provided that both to the full judicial svstem for resolution. agency must use the State's generally
processes are effective and expeditious ~ We have added this requirement to applicable administrative procedures.
and all IV-D cases receive necessary § 303.101(b) of these regulations. . Some commenters indicated that the
services. Several commenlers indicated the State IV-D agency can establish
An advocacy group questioned the State's expedited processes should administrative procedures better suited
use of expedited processes for provide for bench warrants, default to child support enforcement cases than
determining paternity because addtional orders, power to subpoena, and the State's "generally applicable
due process protections are needed in . contemp! of court proceedings. Other procedures.” Others were confused
paternity proceedings. This commenter commenters indicated thal contempt about the meanmg of this requirement
and one other recommended that we powers and powers 1o jai! are seldom and felt that they were required to
either add additional requirements for granted outside the judicial system and comply with the Federal Admm,suatwg
determining paternity under an recommended that the regulations * Procedure Act.
expedited process or limit paternity prohibit such proceedings under an We agree this section was confusmg
proceedings under an expedited process  expedited process. We want 1o allow States flexibility in
to uncontested cases. Bzcause States' laws and judicial establishing administrative procedures
tates that opl to if®ude paternity syvstems vary greally, we did not require M — 8m 'ia;e for the handling
establishment in their expedited process  States’ expedited processes to provide and rocelz}s)inpbf child s;.qvporl cases
must provide whatever acditional due for bench warrants and subpoena and =P 8 P :

Therefore, we deleted this requirement.
Several commenters asked that we
clarify what we mean by "taking

process requirements are necessary for  contempt powers. However, we do
the protection of the parties involved in  require presiding officials to enter

the proceedings. However, 1f§ case default orders if t}‘l_e absent parent does testimony and establishing & record”
involves non-support-related issues such  not respond to notice or some other iridas the Siatan's pxocdited Broceks
as countersuits by the putative father, State process within a reasonable o e ,;' Foa

f 2 . : i N ne commenter asked if verbatim -
the State may refer the case to its period of time. In addition, these (esbmiony s fequiced-or ifa Els
judicial system. - regulations permit States to structure Y q

containing summaries of testimony and

S }y dicated that th i 3 : .0 :
everal commenters indicated that the their enforcement mechanisms to action taken is-sutficient

proposed regulations fail to address the  include contempt and subpoena powers

handling of interstate cases under and bench warrants under their We feel this is best left to the States
expedited process. Because of the . expedited process, provided State law to delermlne' what is appropriate. We
variznces among the expedited allows this. A State that includes these ~ €XPect the State's expedited process to
processes that Stales may implement, enforcement mechanisms under its: conform to whatever constitutes taking
we did not prescribe criteria or methods  expedited process must provide any testimony and establishing a record
for handling interstate cases. However,  additional due process requirements under other judicial or administrative
States are required to include interstate  necessary to protect the parties involved Systems of the State that make binding
cases under their expedited processes in these proceedings. decisions.
and to process these cases as effectively Several commenters asked if existing Several commenters felt that we
and quickly as intrastate cases are orders established by a court could be should specify strict standards for
processed. returned to court for modification. exemptions from expedited processes
The majority of comments received on  Existing orders may be modified under and that we should clarify the standards
this section pertained to the requirement  the expedited process in effect in the that will be used to measure
limiting the State’s judicial system to State or the State may modify themby * “effectiveness and timeliness." We
appellate review of support orders - court process. We encourage States to answer this comment under the heading
established and enforcement actions modify existing court orders in the most  “Exemption from Mandatory State
taken under the State's expedited effective and expeditious manner. :Procedures (45 CFR 302.70(d))."
process. Mar_ur commenters asked that One commenter ask?.d that we define Siate Income Tax Refund Offset (45
i we delete this requirement. Others felt . “same force and effect” when comparing CFR 303.102)
that it makes the support award process  orders established by expedited process -
more burdensome because it creates a and those established by judicial This regulation contains the criteria
two-tier system whereby comphcazecl process. “"Same force and effect” means  for implementing State income tax ..
gases w ouclld have the support that orders issued under the State’s - refund offset procedures. -
etermined under the State’s expech!ed . expedited process must be recognized PR

process and other issues in the case as]ialxd anI:'l therefore equally y waﬁcaf;onsfar Offset N
such as property settlements, custody, .. enforceable under the State's _]I.IdlCIa.l One commenter requested
visitation, efc. determined under the . - system. clarification of how cases which have
‘State's juidicial system. Another " Several commenters felt the proposed been terminated from AFDC and ~
commenter felt that the proposed - - regulations fail to protect the rights of * * continue to receive IV-D services are

- judicial limits were not in the best custodial parents who can also suffer treated for purposes of State income tax
interests of the child. ; from unfair decisions. We extended the = refund offset. A case which continues to

We recognize that in some cases . ° provision pertaining to due process, . receive IV-D services after being - °

_.resolution of issues such as property  ~  which previously applied only to absent  terminated from receipt of AFDC cannot
-~ settlements must be accomplished in parents, to include protections for all be charged = fee for using the State

_... order to determine an appropriate~. . parties involved in cases resolved under  income tax refund offset if the overdue
Juirizsmaiousupport award amount. For these issues,  the State's expedited process. This will support is referred for offset during the

HIZE
S,

T
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period when IV-D services are
sutomatically continued. Any offset
amounts collected on behalf of these
cases are considered collections on
arrearages in accordance with

§ 303.102(g) and may be paid to the
family or applied to reimburse the State
for AFDC pavmen's made to the family
depending on a State's distribution
scheme in nen-AFDC cases. If the case
is referred for State income tax refund

. offset after the family authorizes

continued services as a non-AFDC case,
the State must charge a fee to recover
costs of submitting the case for offset (if
it has opted to do so in non-AFDC
cases) and distribute coliections as -
above.

Accuracy of Amounts Referred for

Offset

Several comments wer®eceived
regarding verification and accuracy of
amounts referred for offset. One
commenter recommended that States be
permitled to include increases as well as
decreases of amounts referred for offset
in their modification process. The
regulation does not prohibit this, but we
do net believe States should submit
increases as part of the modification
process and doubt that it would be
permitted in mest States under their
own pr ocedural due process .
requirements. Another commerter asked
if the State could verify non-AFDC
arrearage amounts using an affidavit.’
from the custodial parent. The Stale may

"use any procedure to verify the accuracy

" Notices . . -

e

of the referred amounts that is effective
and accurate, including affidavits and
information from other States.

In regard to information from cther
Stales, one commenter suggested we
require the initiating State in inlerstate
cases 1o verify the residence of the
absent parent before requesting offset.
Current regulations at § 303.7(c) require -
the initiating State to previde sufficient
identifying information to the extent
available to the respending State.
However, we cannot require the ~
initiating State to verify the address of
the absent parent because specific™ -
address information may not be '
available when the case is referred to a
responding jurisdiction. The responding
jurisdiction is required t¢ n'rakﬂ efforts '

lo locate the absent pa. ent =i

I N

N

Seversl comments were recewed

relating to notice requirements. Some of .
the comments requested-clarification of =
- the requirement to provide notice to the
custodial parent of how amcunts offset =

== will be distributed. One commenter.- ..

opposed notifying the custodial parent:

because ol increased admlmslralwe B

. - =~ Two commenters requested s
clarification regarding the ophonal fee s

: ~
costs and lack of statutory basis for
such a requirement. Several other
commenters suggested we require notice
to the custodial parent only if the State

" chooscs to reimburse itself for AFDC

payments first. We believe notice to the ~
non-AFDC custodial parent is
neccssary. However, we agres with the
majority of commenters that it is only
necessary if the offset amount is not
paid to the custodial parent first. Final
regulations require notice to the
cuslodial parent only if the State
chooses to apply amounts ofset to
unreimbursed AFDC payments bﬂfore
paying the family.

Arnother commenter recommended
that State income tax refund offset
notice requirements be the same as
Federal income tax refund offset notice
requirements. The Federal and State tax
refund offset notice requirements are not
the same because the statute includes -
more specific notice requirements with
respect to the Federal income tax refund
offset process and we }'a\e given the
States flexibility to develop the specifics
of their own State income tax of;set
program. : :

In r:ference to the ad\ ance nobce to
the absent parent, one commenter stated
that the regulahons should specify what_
is to be contained in the notice to the
ebsent parent and mandate a 10-day
response time. We have not been more
specific in these regulations about notice
requirements but have chosen to let the
States determine the content of their
notice in accordance with State laws
and due process requirements and
procedures. )

Contesting Offset

Ore commenter requested that we

provide specific standards for due
proeess and not rely on State procedural
due process requirements, Because .
many Stales consider child support
orders to be final judgments, we have
provided States with flexibility to
develop a State income téx refund offset

p.ocedme which meets the requirements

in this regulation and believe the
requirement that States establish

procedures which are in full compliance -

* with the States’ due process -

requirements is adequate. This
requirement to follow the procedural -
due process requirements of the State is
consistent with section 468(a)(3) of the’
Act, and recognizes the fact that some

States which do not consider support -~ -
orders tobe final judgments may have ~
to provide additional procedural R

safeguards | s

FeeforOﬁ’set 7 W e -

REEN

States may charge in non-AFDC cases.
One commenter asked if the offset fee
can be charged in advance of the actual
offset rather than be deducted from the
offset amount. The final regulation
clarifies that a fee to cover the cost of
using the State income tax refund offset
procedure may either be charged in
advance or deducted from the amount
offset. The other commenter asked if
this optional fee can be charged in
addition to the initial non-AFDC :
applacatmn fee. This fee may be charged
in additidn to the mandatory application
fee because it is a fee for using this i
specific service. If the State elects to
recover costs, it may also recover any :
cost!s in excess of the application fee -
and the fee for State tax refund offset
services.

Distribution of Offset Amounts :

We received a few comments
regarding the distribution of offset -
amounts. One commenter asked usto
define "reasonable period" for repaying.
excess offset amounts to the absent
parent. The final regulations do not -
define “reasonable period"” for
repayment because it will not be the
same for all States as a result of \arymg
State offset programs. However, the

regulations do specify “a reascnable
pe"lod in accordance with State law" - -
which we believe will protect the absent
parent in this sitvation. We do not want-
to restrict State flexibility as long as . ..:
excess amounts are repaid to the absent. -
parent promptly i in accordance wlth
State law. - '

In response to a comment on t:rmrg of
distribution, we are replacing the phrase
“in a timely manner" with the phrase ..~
“within a reascnable time period in
accordance with State lew™. This has -
been done to be consistent with any
protections afforded the absent parent
under State law. -

We were also asked to c]anfy ="
‘whether a State is required to change 1!5'
current State income tax refund offset -
procedure prior to the October 1, 1935 ol
effective date. This comment was in-
reference to current State procedures”
under which Stafe tax refund offset-
amounts are distributed first as current
support in accordance with existing  *

* distribution requirements. States may
" continue their present policy until the -

required effective date, after which ~ ~ -

* amounts offset must be distributed as -

overdue support and may not be trealed
as current support collections.”

Informatmn to the v-p Agency i

Two qommen\s concerned the
transmiftal of the absent parent's home _.
‘address and social security number from .
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the State agency responsible for
processing the offsel to the State IV-D
agency. One commenter recommended
we delete the requirement to provide the
State IV-D agency with the absent
parent's social security number. Since
this requirement is in the statute, we
cannol delele it.

In response 16 the other comment, the
final rule provides that the agency
responsible for processing the offset
must notify the State IV-D agency of the
absent parent's home address and social
security number or numbers. We agree
with the commenter that it is inefficient
for the State IV-D agency to have to
request! this information. The State IV-D
agency will provide this information to-

_any other State involved in enforcing the
support order.

Paternity Establishzgnt (45 CFR
302.70(a)(5))

A commenter felt that the proposed

regulations gave insufficient attention to

the requirement that States have in
effect and have implemented laws and
procedures for the establishment of
paternity for any child af any time at
least until the child’s 18th birthday.

Current regulations at 45 CFR 302.31
and 302.33 require States to process:
paternity cases. The Child Support
Enforcement Amendments of 1984
reguire Stales to allow paternity
establishmen! at least up to the child's
18th birthday. Since it is clear that cases
previously considered to be closed
because of the child's age will now have
to be reopeged and services provided,
we saw no need lo elaborste on this
requirement.

Other commenters requested that the
regulations be amended to expressly
provide that States have the option of
permitting the establishment of paternity
after the child's 18th birthday. These .
commenters quoted the House Report
which states that "state paternity Jaws
must permit the establishment of an
individual's paternity for any child at
least until the child's eighteenth
birthday,” and that “states could
eliminate statutes of limitation in

_ establishing paternity altogether if they

wished.” H.R. Rep. No. 527, 90th Cong., -
1st Sess. 38. In response to these
comments we have revised the
regulations o require States to have in -
effect laws providing for the % g

" establishment of paternity of any child
&t least to the child's 18th birthday.-

Imposition of Liens (45 CFR 303.103) -

In accordance with the new statute, -
these regulations require States to have

- procedures for imposing liens against

real and personal property for amounts
-of-overdue support.. ; :

- -

v

el o

N

Several commenters asked that we
require that State laws specifically
provide for liens in child support cases
to fully recognize the importance of the
lien provision. State laws governing
liens must contain authority to enable
the State to meet the requirements and
intent of section 466 of the Act
Therelore, if existing laws or
administrative or cour! rules prevent a
State from imposing liens in child
support cases, the Stale must enact a
law or amend the existing law or rules
to comply with section 466 of the Act.

A few commenters asked that we
implement more requirements for -
imposing liens, such as the amounl of
overdue support that should trigger
imposition of a lien; the date on which
liens must be imposed. e.g. 30 days after
the amount of overdue support is
determined or less; the time period for
which liens may be applied towards
property; and whether or not State laws
should require the disposition of
property al the end of a required time
period. '

To provide States with flexibility in
this area, we did not regulate specific
requirements for imposition of a lien.
Mazny States have laws currently in
effect that address some or zll of the
suggestions raised by the commenters.
Other States may amend their current
laws or enact new laws to require
specific lien provisions such as a
specified time period for disposition of
property to satisfy a lien. In addition,
the State's guidelines may include thata
case may be inappropriate for
imposition of a lien if the amount of
overdue support is small.

Posting Security, Bonds or Guarantees
(45 CFR 303.104)

The statute and }egulations require
States to enact laws requiring absent

. parents who have a pattern of overdue -

support to post a bond, or give security
or some other guarantee of payment.

The majority commenters expressed -
concern that no bonding company will
risk underwriting child support
payments because of the long-term
commitment of the support obligation
and the high rate of noncompliance with
these obligations. Since this provision is
particularly valuable when the absent
parent is sell-employed or has other
income not reachable through other
rmeans, we urge States and local IV-D
agencies o educate local bonding . -
companies of the efficacyof . -, -
underwriting child support obligations in
cases where the absent parent has been
a minimal credit risk in other credit -
ventures. . . - Jaia

We believe, however, that the security

and guarantee portion of this provision : -

o

may be easier to apply than the bond
portion because an underwriter such as
a bonding company would not be
necessary. For example. dependent upon
the State's procedures, the State [V-D
agency or the court would require an
absent parent who has a poor payment
record 10 offer a negotiable instrument
such as stocks, bonds, etc. which would
be held in escrow by the IV-D sgency or
the court for payment of support should
itbecome overdue. ¢

Several commenters asked that we
require Stales 1o establish an escrow
account to ensure that the absent
parent’s assels are conserved for the
dependent child. Other commenters
asked that we regulate additional
requirements for bonds such as the form
in which the bond shall be posted. the
period of time for which the bond shall
remain in effect, and so on.

To provide States with flexibility in
this area, we did not regulate specific
requirements for posting security, bond
or guarantee other than requirements to
provide the absent parent with notice
and procedures o contesl. Some Stales
may have laws that address some or all
of the suggested specifications. Other

tales may amend their current laws or
enact new Jaws to require specific bond,
security or guarantee provisions. In
addition, the State's guidelines [or
delermining cases that are inappropriate
for the bond procedures may include
some specifications such as a minimum
amount of overdue support forissuance

-

ofabond.

Making Informalion Available to
Consumer Reporting Agencies (43 CFR
303.105)

States are required by the statute and
these regulations to provide information
to Consumer Reporting Agencies {CRAs)
upon their request on the amount of
overdue support owed by an absent
parent whean that amount is in excess of
$1000. The State may provide
information to CRAs if the overdue
support is less than $1000. The State
may charge the CRA a fee and must
provide the absent parent with notice of
the proposed action and an opportunity
to contest the accuracy of the -
information. .

Many commenters felt that the CRA

_ would not be interested in requesting. . -
_ information on the amount of overd

support owed by an absent parent from
the State IV-D agency. Some of these -
commenters suggested that we require -
the State to provide this information to - .

. CRAs without having them request il. In

addition, the commenter asked if the - :
State would have to comply with the : -
notice requirement in cases where the -

.

-
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sate voluntarily forwards the
nformation to the CRA.

The State may voluntarily forward
nformation without reques! of the CRA
vgzardiess of the amount of overdue
:wupport. Even if the State provides
aformation voluntarily to CRAs, the
srate must notify the absent parent and
srovide that individual with an
spportunity to contest the action. To
reaiize the full potential of this _

prowision, we urge State and local IV-D
agencies to work with CRAs to
enccurage their interest in this
informalion, since such information may
be an indicalor of an absent parent’s
potential failure to meet oher credit
obligations. We also anticipate that the,
new mandalory Stale laws, especially
wage witkholding and liens, may have a
significent impact upon lhe absent
parents” ability to pay o'~=er debts and
that CRAs will soon reccgnize this fact
and want the information

One commenter acked that we allow
other State agencies such as the State
tax ofTset office to handle the transfer of
information to CRAs. The commenter
felt that the State tax offset office would
not only be aware of the amount of
overdue support owed but would
provide lighter confidentizlity controls
and better managament than the State
IV-D agency. _

We do not feel it necessary to regulate
w hich State office or agency p'c\"ides

Lsent parent information to CRAs.
Sta!e IV-D egencies may enterinto ~
agreements with other State agencies to
meel this requirement as long as the IV-
D agency retains ultimate respcnsibility
for meeting the requirements of the Act
and these regulations.

One commenter asked if the IV-D
agency can give additional information
to the CRA such as whether or not the
amount of overdue support has been
reduced to a judgment, where the’
judgment is docketed and to whom it is
owed. Since the first two examples
relate to information cn overdue
support, the IV-D agency may provide
this information to the CRA. However,
the IV-D agency may not release the,
name of the person to whom the
overdue support is owed since custodial
parent information is confidential and

subject to the safeguarding requirements’

at45CFR303.21. - . ~--.

One commenter asked that we require -
Slaies 1o publish a public notice in the -

local newspaper when ebsent parents -

cannot be located. The newspaper - «
notice would give the absent parent's --
name and request that he or she call the
1V-D agency at the number provided. -

«The notification and procedures for

~contesting the proposed release of

information to CRAs must be in

-c-—ic. __'._‘,::* —_

.

compliance with the procedural due
process requirements in the State. If the
State allows for 8 néwspaper notice, this
is acceptzble. However. if the notice
results in the absent parent contacting
the IV-D agency, the State must still
send a formal notice of the proposed
action 1o the individual and still must
allow the individual an opportunity to
contest the accuracy of the information.

One commenter felt that the notice
requirement would increase the State's
administrative costs thereby reducing
the effectiveness of this method. Since
the new law specifically requires States
to notify absent parerts of the propesed
action and to provide an opportunity to
contest the accuracy of the information,
States must incur the costs of this
requirement. However, we believe that
the costs of this notice requirement will
be offset by expected increases in
collecticns since the new law requires
States to implement a variety of
remedies to ensure that support
obligations are met and arrearsges paid.

One commcnater asked that we set up
& national cooperative effort to establish
consistent autcmated pracedues
between States and CRAs. We have
worked directly with the Federal Trade
Commission on several occasions to
enlist the support of CRAs in child
support enforcement matters. Our
efforls have improved cocperalion
between our agencies and CRAs. Some
automation has already occurred at the
local level. \We plan to continue to work
for more results locally and believe this
will be as‘effective as siriving for a
national cooperative effort.

One commenter asked us to require
the use of CRAs to determine if the
absent parent is covered by private
medical insurance. Section 303.105 does
not preclude a State from requesting and
receiving information if it is available
from CRAs on absent parents’ private
medical insurance coverage provided
that & court or administrative support
order is in effect for that parent. In fact,
we encourage States to use CRAs to
obtain information on absent parents for
use in establishing or enforcing child
and/or medical support orders. -

Guidelines for Determizing
Inappropriate Use of Procedures (45
CFR 302.70(b)) _

Under sectmn 466 and these = - .

regytations, States must offset State tax

refunds, impose liens, require posting a-
security, bond or guarantee, or provide
information to CRAs excep! when they.
determine that an individual caseis - -
inappropriate for use of any one or all of
these procedures based on the -
guidelines developed by the State. The
guidelines cannot be wnlten ina way :

that excludes a majority of cases in
which no other enforcement remedy is
being used. In developing these
guidelines, States must take into account
the pavmen! record of the absent parent,
the availability of other remedies. and
other relevant considerations.

Several commenters asked whether
the States' guidclines for determining if
a particular enforccment technique is
inagpropriate in a particular case
eliminate judicial discretion. The
guidelines eliminate caseworker
discretton, but a judicial decisionmaker
has discretion to order these remed:es
within the' law.

Several commenters asked if the State
has the option of developing guidelines
on State tax offset, liens, bonds and for
providing information to CRAs. We *°
have clarified in the final regulations
that the establishment of guidelines is
mandatory. States must have guidelines
for all four procedures, unless the State
is granted an exemption from
implementing one or more of the
procedures based on the exemption
criteria in 45 CFR 302.70(d). States must
use the guidelines for determining which
cases are inappropriate for use of a
particular procedure.

An sdvocacy group asked that we
require that the States’ guidelines be
made available to the public. We
amended the regulations on each of the
four procedures to provide that States’
guidelines be available to the public.

Several commenters asked if we
would clarify what is meant by requiring
the States’ guidelines to tzke into
accournt the payment record of the
cbligated parent, the availability of
other remedies and other relevant
consicderations. States must consider
these factors for determining cases that
are inappropriate for use of a particular.
procedure. We have clarified in the
regulation that the guidelines may not .
be developed in a way that delermmes a
majority of cases in which no other. -
enforcement remedy is being used to be -
inappropriate. For example, if the absent
parent has a poor payment record and is
self-employed, the likelihood of using -
any one or all of these procedures
increases. If the absent parent is a wage
earner subject to withholding, requiring.
the posting of a bond or other 5ecur1ty
may be inappropriate. * ~. .~

Several commenters asked if onIy one
of the four procedures may be used in an
individual case. The Stale may use any -
one or any combination of the four "~
procedures in an individual case. For, .
example, if the absent parent owns - -
property in the State and hasan -+ -:

-~ accumulated arrearage in excess of -
$1,000, the State may apply its lien - - =%+

-
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procedures in addition to forwarding the
absent parent's name to the local CRA,
provided that the absent parent has
been notified of the action and given an
opportunity to contest the accuracy of
the information.

Delays in Implementation

Under the statute, if the Secretary
determines that legislation is required to
conform the State IV-D plan to one or
all of the requirements of section 466 of
the Act, the IV-D State plan will not be
regarded as failing to comply with the
requirements imposed by section 466
prior to the beginning of the fourth
month beginning after the end of the
first session of the State's legislature
which ends on or after October 1. 1985.

A commenter requested that we
require States lo requegmapproval for
delay in implementation of one or more
of the requirements of the siatule prior
to the October 1, 1985 effective dale and
limit the Secretary's approval to States
where the legislature will not conduct an
earlier session which could address the
requirements of the new law.

States should have the necessary
Stale legiclation enacted by October 1,
1985.

Extending the effective date of the
mandatory practices beyond that date
should be based on unusual or
uncontrollable circumgstances. It would
be unfortunate and a significant setback
for State child support enforcement _
programs not to vigarously pursue the

" necessary legislation at the earliest
possible time. State legislative action
could help the States financially in the
receipt of higher incentives under the
new formula, also effective October 1,
1985. If, however, a State cannot by
reason of State law comply with the
requirements of section 466 of the Act
by October 1, 1985, the State must
indicate in its revised State plan
submittal that legislation is necessary
and include the State's legal basis for

“not implementing the mandatory
practices.

Exemptions from Mandatory State
Procedure/s (45 CFR 302.70(d)) -

Under the new law, if a Slate
demonstrates to the satisfaction of the
Secretary that any one or all of the laws
and procedures specified under section
466 of the Act will not increase the~
effectiveness and efficiency of the

. State's child support enforcement |
* program, the Secretary may exempt the

State from the requirement(s). A State

may also apply for an exemption from

__using expedited processes for a political

subdivision of the State based on the
_ effecfiveness and timeliness of support
“order issuance and enforcement within

e

the political subdivision and the general
criteria for exemptions.

Several advocacy groups asked that
the final regulation provide for public
hearings or notice in the Federal
Register before an exemption is granted.
We encourage Stales 1o hold public
hearings. In any case. States must
demonstrate to the Secrelary’s
satisfaction that an exemption is
warranted. The exemption is subject to
the Secretary’s continuing review, is
time limited and may be terminated if
circumstances change. Exemptions are
granted only if a State implements a
procedure without a statute or if existing
procedures are as efficient and effective
as the required practice. Thus, the public
will not be disadvantaged if a State
receives an exemption.

A commenter asked if judicial
challenges of the Secretary’s decision
are barred or if the bar pertains only to
administrative appeals of the
disapproval. The bar applies only to
administrative appeals of the
disapproval of a request for exemption
since thal is the only review within the
Secretary's authority.

A commenter recommended that all
reques!s for exemptions be submitted
three months prior to the October 1, 1985
effective date of the mandatory
praclices so that the Secretary’s
approval or disapproval of these
exemptions could be issued to States
and political subdivisions by October 1,
1985. The commenter felt that if
decisions were final as of October 1,
19835, States would proceed to amend
their laws or enact new laws to provide
for the mandatory practices during the
first legislative session beginning on or
after October 1, 1985. We agree with the
commenter’s recommendations and
States should make every effort to
submit initial requests for exemptions
by June 30, 1985 to ensure full and timely
consideration. The Department will
respond by September 1, 1985 to State.
requests which are submitted by June
30. We want to stress, however, that if
an initial request for an exemption is
denied, a State must implement the
mandatory procedure by Oclober 1, 1985
or it will be found out of compliance
with the State plan requirement in
section 454(20) of the Act and 45 CFR

302.70, unless the State has been granted

a delay from implementing the
procedure based on the need for State
legislation. ’
One commenter asked how long a
State has to enact the law or establish
and begin using the procedure if an
exemption from enacting a law or using
a mandalory procedure is revoked by
the Secretary. If the State must enacta
law governing the procedure, the State
- P -

must come into compliance with the
mandatory practice by the beginning of
the fourth month after the end of the
first regular, special. budget or other
session of the Stale’s legislature which

_ends after the date the exemption is

revoked. If no State law is necessary,
the State mus! establish and be using
the procedure by the beginning of the
fourth month after the date the
exemplion is revoked. We believe it is
reasonable to use this time frame
becaysg Congress gave States the same
time Trame after enactment of Pub. L.
88-378 to enact laws and begin using the
required practices. A

‘Several commenters objected to the-
requirement that States must establisha
“clear case” for an exemption. They felt
this goes beyond the statutory
requirement that a Stale demonstrale. lo
the satisfaction of the Secretary, that the
enactment of a law or the use of a
procedure will not increase the
efficiency and effectiveness of the
State's Child Support Enforcement
program.

Our intent is using the phrase “clear
case" was fo ensure that the burden of
proof is on the State to demonstrate that
an exemplion is warranted. We did not
intend the use of “clear case” to be
confused with commonly used legal
definitions on the standard of proof. We
kave changed the final regulation to say
that the State must “demonstrate to the
satisfaction of the Secrelary™ (rather
than "establish a clear case”) that the
program'’s effectiveness would not
improve by using the procedure,. :

Some commenters asked if States will
receive explicit guidance on the
exemption process and the standards
that will be used to measure “Timeliness
and effectiveness.” We intend to issue
an action transmittal giving general
guidance on the exemption process
including standards which we will use
to measure the timeliness and
effectiveness of the State's current
operations. i

One commenter asked if a State may
request an exemption from enacting a
specific provision within a mandatory -
practice if a State currently uses the -
practice but does not meet all the
requirements in the statute: Exemptions
are available only for a complete
practice. A State’s request must - :
demonstrate where the State conforms™
with Federal requirements and where it
does not. Based on the total information
provided, a State may receivean -~
exemplion to continue current practice,
if the State has shown to the satisfaction
of the Secretary that its current practice
is as efficient and effective as the -
requirements in the statute. ~ - - .’
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A commenter asked whether the State
could request an exemption from
enacling a law requiring the use of
expedited processes for establishing and
enforcing support orders when the State
currently negotiates consent agreements
in 80 percent of its cases.

Obtaining consent agreemen!s in a
majority of cases only addresses half of
the requirement to have expedited
processes 1o establish and enforce
support orders. Unless Lhe State was
also enforcing a large majority of its
cases and could demonstrate that use of
an expedited process would rot
increase the efficiency and effectiveness
of the State's current efforts to establish
and enforce all support orders, the State
would be ineligible for an exemption.

Dates of Collection (45 CfR 302.51(3))

OCSE has received many comments
cn provisions in the pr oposed
regulations requiring the collection date
for distribution purposes in inteistate
cases to be the date the payment is
received by the IV-D agency of the State
in which the collection is macde and in
wage withholding cases the date the
employer withholds the wages. This
change was propesed because the
regulation as it was writ'en cid not
&llow for accurate distribution when
current support was collecied but not
received until a later date by the IV-D
agency making the final distribution. For
example: State A meaking collections for
State B collects current support
payments for June, July and August from
an absent parent. These are cwrent
payments because the absent parent
paid each payment on time. State B does
not receive these three payments until
November and must distribuie the
payments in accordance with the
current regulation under which
November is considered the date of
collection. The [V-D agency of State B
therefore must distribute an amount up

“to the monthly support obligation as

current support for November and apply
any excess over this amount to
arrearages. Payments made by the
absent parent in State A on time as
current support have become arrearage -
payments in State B. .

Many of the comment!s we received
were from State IV-D agencies with
automated systems for distribution of

- support collections. The IV-D agencies

cited the high cost of reprogramming
their systems to comply with the change.

~ Some of them felt that the change could

nol be automated. They stated that
_these cases would have to be handled’
“"Ey a cestly and time-consuming manual
-process which de!’ealed lhe purpose of

dﬁaulo.mslion.

LY

@

Commenlers were also critical of the
change because it would require
complex. difficult and error prone,
retroaclive distribution. They cited .
examples such as a case where the
family was not receiving AFDC in June,
July. and August, but was receiving
AFDC when the payments were
received in November. These families
would have their assistance lowered or
terminated for one month, only to return
to their original status in January. Also,
a family that received food stamps in
the three months would not have been
entitled to them, if the paymenls had
been received on time.

Scme commenters stated that in many
cases the respanding State does not
specify the period of time for which the
payments were collected when sending
the coilections to the initiating State.
The initiating State would have to
conlact the responding State causing
neecless delays. This same problem
would occur in withhelding cases and it
would be very difficult to get employers
to specifv the date.

Another area of concern to
commenters was the accounting

_difficulties that the change weuld create.

They felt that IV-D agencies would have
to create two or three sets of books to
handle the accounting necessitated by
this change. Auditors would not be able
1o audit the IV-D agencies correctly
under these circumsiances, they -
complained.

Other commenters raised various
complaints ebout the change, such as it
is not required by the new statute,
would cause States to be unable to meet
the IV-A reporting requirement under 45
CFR 302.32 and would provide no
substantive benefit to custodial parents.
One commenter was concerned that the
problems which we cited &s the reason
for the change were caused by a small
group of States not following the
regulations for sending interstate
collections fo the irifiating State within
ten days. This commenter fzlt that the
change in the regulations punished the
majority of the States who follow the
ten-day requirement for the
transgressions of those few States who
do not. )

After consideration of all comments
received we have deleted the proposed
dates of collecticn in interstate cases
and wage withholding situations and
retained the definitions of date of - ..
collection as they appear in the current
§ 302.51(a).

Therefore, the dale of co]lecnon is lhe
dale cn which the payment is received
by the IV-D agency or the legal entity of

_the State or political subdivision

=

actually making the collection on behalf

=

of the IV-D egency. For purposes of
interstate collections, the date of
collection is the date on which the
payment is received by the IV-D agency
of the State in which the family is
receiving aid.

We have, however, included &
requirement in § 302.51(a) that. in any
case in which collections are received
by an enlity other than the agency
responsible for final distribution. the
entity must transmit the collection
within'10 days of its receipt. Similar
revisions have been made in § 303.100
with respect to employers transmitting
collections and in § 303.52(f) with
respect to responding States
transmitting collections to initiating
States. This requirement was proposed
by the National Council of State Child
Support Enforcement Administrators as
an alternative to the proposed changes
in dates of collection. We believe that
this requirement will ensure timely
transfer and accurate distribution of
collections because responding States or
jurisdictions and employers will be
required to transmit coliections
expeditiously, thereby minimizing the
total time elapsed between payment by
the absent parent and final distribution
of the collection. We intend to study the
promptness of final distribution {o the
family, however, because we received
rumerous comments requesting that
strict time frames be imposed to ensure.
that families receive support payments
as quickly as possible. Based on the
results of that study, we will consider
proposing time frames for final
distribution of support collections to
families.

Collection of Past-Due Support From '
Federal Income Tax Refunds (45 CFR-

303.72)

This regulation :mplemenls the new ~

statute which expands the Federal "+

income tax refund offset program to
include past-due support in foster care
maintenance and non-AFDC cases. This

“ regulation provides States with criteria
" for implementing their Federal income..

tax refund offset programs on behaif of’
these zdditional cases. .

Two commenters stated that the

" Internal Revenue Service (IRS) should ~

draft regulations implementing the - -
statutory provisions which amend the
Internal Revenue Code. The IRS . - *
informed us that they plan to issue s
regulations which will address the
changes to the Federal income tax © ~-
refund offset program as 2 result of Pub.
L. 98-378. 2 y .

-‘-—_-_,.,.. -

~
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Definilions \

The proposed regulations moved the
definition of past-due support from
§ 303.72 10 § 301.1 of the regulations.
Some commenters reguested we keep
the definition of past-due support in
§ 303.72 or cross-reference the seclion
that contains the definition. In response
to these comments, we have added a
cross-reference in § 303.72 o the section
containing the definition of past-due
support.
Support Qualifying for Offset

Several comments were received in
reference to what support qualifies for
Federal income tax refund offset. One
commenter requested we be less
restrictive in our offset criteria. Specific
criteria regarding what support qualifies
for Federal tax ref¢®d offset are
included in the regulations because we
believe the success of the program
hinges on submitling cases only on the
basis of accurate, verified information,
The statute clearly requires that past--
due support meet clearly defined criteria
for offset to ensure tha! all individuals
subject o the Federal income tax refund
offset process are treated fairly and that
the authority to offset Federal income
tax refunds is not misused or abused. -

Another commenter wanted to know
how to treal cases which automatically
continue to receive IV-D services afler
being terminated from AFDC. During the
period immediately after termination
from AFDC, no application fee or cost
recovery from the support collection is
permitted. Therefore, if a case is
referred for Federal income tax refund
offset during this time, no fee can be
charged for submittal. When the IV-D
agency is authorized to continue IV-D
services after this period and then refers
a case for Federal income tax refund
offset, the State must charge a fee for
submitting the referral if it charges a fee
for Federal tax refund offset. In either
situation, the law requires that amounts -
offset be treated as arrearages and be
used first to repay any unreimbursed
assistance received by the family.

Several commenters recommended we

delete the requirement thal reasonable
efforts must have been made to collect
support before referral of a case for
Federal income tax refund offset. One
commenter asked us to define -
reasonable efforts to collect in non- -
AFDC cases more clearly. In response to
these comments we are deleling this
provision. The requirement that
reasonable efforts to collect had
_previously been made was not required
- by the statute and was intended solely -

o= 10 prevent tax refund offset from
re=<ii becoming the State's only enforcement

remedy. We believe that the
enforcement praclices required under
P.L. 98-378. particularly wage
withholding. will ensure that States use
other means 1o collect suppor! on an on-
going basis in addition to use of the
Federal income tax refund offsel.
Therefore. despite this deletion, the IRS
will not be the collector of first resort.

One commenter asked that we require

- Stales to certify any past-due support
which has been reduced to a judgment
in a non-AFDC case. The final rule
allows States the flexibility to limit
amounts offset in non-AFDC cases to
past-due support which accrued since
the case became a IV-D case, although
we believe most States would choose to
include amounts reduced to a judgment.
This flexibilily is provided for in the
statute.

One commenter opposed the option to
limit referral of non-AFDC past-due

. support to amounts accrued after the
IV-D agency began to enforce the order.
We do not agree. This provision ensures
the accuracy of amounts certified for
offset. In non-AFDC cases, there may
not be an official public record of
payment. The Stale cannot be requlred
to certify amounts for offset it cannot «
verify. Therefore, final regulations
permit States to limit non-AFDC
referrals to amounts accrued after the_
IV-D agency began to enforce the order,
in accordance with the statute.

Commenters expressed concern about
the different threshold amounts for
referral of AFDC and non-AFDC cases
for offset. The minimum amounts that
may be referred for offset are $150 in
AFDC and foster care maintenance
cases and $500 in non-AFDC cases. The
§500 threshold is contained in statute
and cannot be changed by regulation.
The lower threshold for AFDC cases
reflects the generally lower support
obligations for AFDC familes and the
fact that States are able lo verily these
arrearages casily because they are
assigned to the State.We have not
changed the $150 figure.

Several commenters objected to the
provision prohibiting referral of spousal
support and support due an individual
who is no longer a minor in non-AFDC
cases. This provision is in the statute
and cannot be changed by regulation.
For non-AFDC referrals the State must
differentiate between spousal and child
support and only submit amounts owed
on be_?alf of a minor child as defined by
State law. The statute and regulations
do not allow non-AFDC referrals on _ .

behalf of an individual who is no longer

a minor even if the arrearage accrued -
while the person was a minor child. -

Many commenters objected 1o the
requirement that there be & support
order issued in the State submitting a
non-AFDC case for offsel. The
commenters recommended we permit
the Stale where the custodial parent
applies for IV-D services to submil non-
AFDC cases for offsel. In response to
comments, the final rule permits the
State in which the custodial parent
applies to refer a non-AFDC case for
offset whether or not there is a support
order issued in that State. If the absent
parenl conlests the offset action, the
absen! parent may request an
administrative review either in the
submitting State or the State with the <
order upon which the referral for offset
is based. This process is discussed
further under "Complaint procedures.”

One commenter asked if non-AFDC
arrearages can be verified by requiring
the cuslodial parent to attest to their
accuracy. We do no! specify in the
regulations procedures for verifying

. arrearage amounts, but require States lo

havecertain information in their records
before submitting a case for Federal tax
refund offset. This information includes
a copy of the support order and any
modifications upon which the amount
submitled for offset is based; a copy of
the payment record or, if there is no

. payment record, an affidavit signed by
the custodial parent attesting to the
accuracy of the amount of support owed:
and, in non-AFDC cases, the custodial
parenl's current address. The State may
use any verification procedures it deems
to be effective, including affidavits from
the custodial parent and information
from other States. States should contact
cuslodial parents in non-AFDC cases to
verify their addresses and the amount of
past-due support owed prior to
submitting these cases. We also
encourage States to provide custodial

-, parenls a written stalement explaining

the tax refund offset procedures and
notifying these parents when they may
expect to receive any refund which is
intercepted and specifying that they will
be obligated to repay the State in the
event of over-payments or subseguent
adjustments due to taxpayers' spouses
filing amended returns. The State
making the referral for offset is
ultimately responsible for the accuracy
of amounts referred and for refunding -
any erroneous or excess amounts offset
and for reimbursing IRS for adjustments
even if amounts offset have already

been distributed to the custodial parent. .

Notification to OCSE - . A
One commenter opposed requiring
States to submit AFDC and non-AFDC

arrearages separalely for offset. The_ .
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Internal Revenue Code requires the IRS
to offset assigned support arrearages
first (except for amounts owed for back
taxes). then to make any other offsets
allowed by law. and finally to offset for
any past-due support owed to the
{amily. Therefore. it is necessary to
desig}:a:e the arrearages as AFDC or
non-AFDC for the IRS to prioritize the
order of refund offsets.

Two commenters requested States be
permitted to include increases as well as
decreases in modifications of amounts
roferred far offsel The final regulations
do not permit this because coliecticns
Trom offset may be applied only 2gainst
the past-due support specified in the
pre-offset notice to the absent parent.
The notice of the amouat of past-due
support referred for offset must be
issued before submittal of the cese to
the IRS. -

Two commenters oppesed OCSE
issuing instructions for referral for offset
without benefit of comment. They
wanted program instructions to be in
regulations and thereby subject to public
comment. We do not include operational
procedures and instructions in
regulations because they are subject to
variation and annual change. Program
instiuctions do not add requirements
ou'side of the regulations but merely
describe mechanical procedures. For
example, if the magnetic tape and data
specifications that are part of the
instructions were published in
regulations, any changes would have to
go through the regulatory process. This
would be extremely burdensome and
inefficient for both OCSE and the States.

Natices of Offset

Several comments were received on
the advance notice to the absent parent
and the notice to joint filers.

One commenter recommended the
absen! parent be given 10 days to object
to the ofiset. We believe this time frame
is too short to ensure that obligors have
sufficient time to respund. Current
program instructions require that pre-
offset notices be mailed no later ttan

_ October 31 and absent parents,

]

-

—_

by

-
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generally, have at least 30 days to
respond before their case is submitted
for tax refund offset. Most respondents
will contest the offset immediately upon
receipt of the notice. Absent parents
may also make any objections to the
offsel afler the offset occurs, but we
believe it is more efficient ta encourage
objections during the pre-offset period.
Several commenlers believed that the
pest-offset notice to joint filers by the -~
IRS is insufficient. One problem with

:<providing advance nolice 1o joint filers

is that OCSE, or a State thal issues the
advaiice notice, has no way of knowing

who will be a joint filer when the notice
is sent The IRS does not know who is a
joint filer until it processes the tax
return. Therefore, in our final regulation.
under procedures for conlesting. the
State 1V-D agency must refer the absent
parent to the IRS if a complaint
concerns a joint tax refund tha! has
already been offset If the juint tax
refund has not yet been offset. the IV-D
agency will inform the absent parent
that the IRS will notify the absent
parent’s spouse at the time of offset
regarding the steps to take to secure his

“or her proper share of the refund. The
delermination of the preper share of a
refund will depend upon the prcperty
laws of the jurisdicticn where the absent
parent and spouse reside. Because of the
structure of the offset process, we
believe these procedures are the only
procedures that assure that the offsat
procedure is effective and thereby
accomplishes its purpose as intended by
Congress.

Ore commenter suggested we require
the same notices o individuals for
Federal and State tax refund offset. The
final rule does not have the same nctice
requiremeants for State and Federal
income tax refund offset because
procedures, distribution policy and the
agency responsible for offset may be
different for Federal and State income
tax refund offset, depending on State.
practice. We would like to point out,
however, that some States douse a
combined notice, which is cost-effective,
and we encourage other States to follow
this lead.

Complaint Procedures

Several commenters stated that the
complaint procedure in the propesed
regulation is ambiguous and misleading.
They recommended that this section be
revised to clarify the use of the
complaint procedure before the offset is
made and after the offset occurs. The
commenters recommended that this
section be rewritten to clarify the timing
of the procedure and what it will entail.

Other comments concerned the
treatment of interstate cases when there
is a complaint about the offset.
Commenters objected to the proposed
regulations concerning the treatment of
interstate cases because they only apply
to non-AFDC cases. The commenters
recommended that we adop! the same -
procedural requirements for interstate -
AFDC cases that we have for norn-AFDC
cases. The commenter also objected to
our statement in the preamble of the
proposed regulation that there is a
distinction between defenses available -
to absent parents depending upon
whether the custodial parert is an -
AFDC recipient. -. . _ T

-

Another commenter requested that the
final regulation clarify the complaint
procedure in relation 10 the issues which
can arise when more than two States
are involved or there are different
support orders {rom different States.
Fina!ly, one commenter asked that the
complairt procedure for Federal Tax
refund offset require the involvement of
the custodial parent.

In response to these comments, the
final regulation does not distinguish
between AFDC and non-AFDC cases in
the pracedures for treating contested
cases, except in one respect. A State is
required to notify a custodial parent of
the time and place of an administrative
review only in non-AFDC cases. In
AFDC cases. the State may wish to
notify the custodial parent, but is not
required to do so because the past-due
support is owed to the State. The final
regulaticns do specify notice
requirements and provide an
opportunity for administrative review, in
intrastate and interstate cases. In
intrastate situations, upon receipt of a
complaint from an absent parent in
response to the advance notice or
concerning a tax refund which has
already been offset, the IV-D agency
must notify the absent parent and, in
non-AFDC cases the custodial parent, of
the time and place of the administrative
review and conduct the review to
determine the validity of the complaint.
If the complaint concerns a jeint tax
refund that has not yet been offset, the -
IV-D zgency must conduct an
administrative review if there is a
question concerning the validity of the
arrearage, and must inform the absent
parent that the IRS will notify the absent
parent’s spouse at the time of offset
regarding the steps to take to secure his
or her proper share of the refund. The
IV-D agency must refer the absent
parent to the IRS if the tax refund has
already been offset and the taxpayer's
spouse wishes to receive his or her
share. . '

If the administrative review results in
a deletion of, or decrease in, the amount
referred for offset, the [IV-D agency must
notify OCSE. I there has already been
an offset and it exceeds the amount of
past-due support owed, the IV-D agency
must take steps to refund the excessto .
the absent parent promptly, or in the
case of a joint return where the ;
unobligated spouse has not filed for and
received a portion of the refund, the IV-
D agency must take steps to refund the "~
excess to the parties filing the joint ~-
return. There may be cases in whichan -
unctligated spouse files for a portion of

* the refund and the Stale is unaware of

this. The IRS may process the rei_'ung_at ’
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the same time or alter the State refunds
the excess to the parties filing the joint
return. In this case, the State must
recover the excess amount refunded.
Federal funding is not available for
these erroneous payments but is
available for the administrative costs of
attempling to recover them.

The procedures for contesting offset in

interstate cases permit the absent parent -

lo request an administralive review In
either the submitting State or the State
with the orcer upon which the referral
for offset is based. If the absent parent
requests an administrative review in the
submitting State, the [V-D agency of
that State mus! proceed in the same
manner as indicated above for intrastate
cases. .
If the complaint cannot be resolved by
* the submitting Statg and the absent
parent reques!s a review in the State
with the order upcn which the referral
for offset is based, the submitting State
mus! notify the State with the order of
the request and provide all necessary
information listed in the regulation
within 10 day's of the date the absent
parent requested an adminisirative
review. )

The State with the order must notify
the ebsent paren! and, in non-AFDC -
cases the custedial parent, of the time
and place of the administrative review,
conduct the review, and make a
decision within 45 days of the receipt of
notice and information from the
submitting State.

If the administrative review is in
response to the advance notice, the
State with the order must notify OCSE if
the review results in a deletion of, or
decrease in, the amount referred for
aifset. OCSE will notify the submitting
State of any modification or deletions
that result from the administrative

_review conducted by the State with the
order. If the review concerns an offset
which has already taken place, the State
with the order must notify the
submitting State of its decision
promptly. If an excess amount has been
offset, the submitting State must take
steps 1o refund the excess amount o the
absent parent promptly upon receipt of -
the decision from the State with the -
order. The submitting State is bound by
the decision made by the State with the
order. s o P

If the absent parent has an .
administrative review in the Stale with
the order, collections made as a result of
Federal tax refund offset will be treated
as having been collected in full by both
the submitting State and the Stale with
the order for the purpose of computing

® incenlives. =~ - ot

-~ One commenter asked us lo require

-

‘;P;:guaeg__xo include e county and the._ .. .-
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case number, if known, when they refer
interstate cases. States should include
sufficient information in interstate cases
to enable a responding State to act on
the case, ac stated in our regulations on
interstate cooperation which are found
a1 45 CFR 303.7. The final rule requires
the submitting State to provide all
necessary information to the State with
the order, if the absent parent has
requested an administrative review in
that State. We believe this requirement
respends to the commenter’s concern.

Distribution of Offset Aniounts -

Several commenters suggested that, in
non-AFDC cases, offset amount!s be
distributed to the family first. The
statute amends the Internal Revenue
Code 10 require the IRS 1o offset
assigned pest-due suppert first [except
for amounts owed for back taxes). The
reguletions coniform to the intent of
Congress as indicaled by the
amendment to the Code.

Several commenters opposed the
requirement that, in non-AFDC cases,
the IV-D agency must inform the
custodial parent in advance that
amounts cffset will be applied first to
satisfy assigned arrearages which are
referred for offset. The final regulation
requires this notice because the
custodial parent should be aware that
offset collections may be not be paid to
the family if the State has submitted:
assigned arrearages for offset and this
information may be & factorin
determiring whether the individual
desires IV-D services. Individuals
should be made aware, however, thata
referral for offset may also result in
locating the abeent parent and lead to a
wage withholding which will ensure
continued payment of support.

One commenter requested we clarify
that a non-AFDC applicant may have
assigned arrearages owed 1o the State
which would be satisfied first with any
offset amounts. We believe the - g
regulations at § 303.72(h)(3) are clear on
this point as discussed above. . =~ -

One commenter recommended that
the State IV-D agency refund excess
offset amounts to the taxpayer within
three days of receipt. Procedures and
levels of automation vary greatly among
States. Consequently, all States do not

"have the capability to refund excess

amounts to the taxpayer within three - -
days. The current regulatory language

requires States torefund excess: . .-
amounts within a reasonable period in -

accordance with State law. We believe

this language provides States with the
necessary flexibility to administer their
IV-D programs as efficiently as possible
while protecting the right of the absent
parent to the funds. - :: . . -~ -

" available for administrative costsof - -

One commenter requested that we

address in regulations the treatment of ‘
offset amounts when the person who is ?
due the money cannol be located.
Instructions are currently being
developed on this issue and are
expected to be disseminated via the
action transmittal covering the 1083
processing year.

-One commenter opposed limiting the

application of amounts offsel to the

amoun! specified in the notice to the
absent parent. This is required in the
final regulations because otherwise the
absent parent would not receive nctice
of the claim for any subsequently -
accrued arrearages or have an
opportunity o contest the offset. If the
offset amount exceeds the past-due
support amount specified in the advance
notice. the excess must be refunded to
the absent parent. However, this does
not preclude the State from negotiating
directly with the absent parent under
State law 1o apply the refund to other
arrearages or future support.

One commenter requested that we
define “rezsonable period” as it applies
to the refund of excess offset amounts.
The final regulations define reasonable -
period relative to State law because the .

o

" time frame for refunding excess offset

amounts depends on how a State
administers its program. We encourage
States to make refunds as quickly as
possible and have specified in
instructions that the Slate or local
jurisdiction cannot delay a refund
merely because it has not yet received
the offset amount.

Several commenters pointed out that
the six-month delay for distribuling
amounts offset from joint returns is not
very helpful since taxpayers have three.
vears to file an amended return. We
realize that in many instances this will

.not prevent later adjustments. However,
“ the statute limits this delay and

therefore it is included in the final - -
regulations. . .- .- - 3 2

State and Local Debts Resulting From-
Erroneous Payments -~ _ -7 - * 7

Many commenters requested that we
make Federal funding available for . -
amounts offset that are distributed to
the family or refunded to the taxpayer_,
and later adjusted by the IRS, if the -~
State cannot recover them. Adjustments
made by the IRS on amounts ofisetand ™
sent to the State are not subject to.: _
Federal funding under 45 CFR 304.20. ... -
OMB Circular A=87 precludes Federal = -
funding for “any loss arising from * = -
uncollectable accounts and other claims
and related costs.” However, fundingis °

-
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recovering or allempling to recover .
these amounts.

One commenter requested that local
jurisdictions should be held harmless for
any offsel amounts distributed and later
adjusted by the IRS if these amounts
cannot be recovered. We believe that
State and local jurisdictions should
determine how local debts resulting
from unrecovered adjusted amounts
should be treated. As staled above,
Federal funding is not available to repay
these debts.

Several commenters proposed policies
for handling State debts incurred from
unrecovered adjustment amounts. One
commenter suggested Stales be
permitted to use the offset process to
recover such amounts. This is not
permitted because adjustments by the
IRS which result in erroncous State
paymentls are nol child s®port and
therefore do not meet the definition of
past-due support qualifying for offset.
Another commenter suggested States be
allowed to set up inlerest-beaﬁng
accounts using offset amounts in joint
refund cases which can be held for 6
rxonths and fees collected in non-AFDC
cases to cover amounts adjusted by the
IRS. The commenter suggested that
Stales not be required to treat interest
carned by these accoun!s as program
Income. The State is required under 45
CFR 304.50 to treat all fees and interest
as program income that reduces the
State's expenditures claimed under the
program. However, we encourage Stales
to establish funds to cover amounts
adjusted by the IRS as long as fees and
interest are counted as program income.

Several commenters suggested the IRS
limil the time frame for requesting a
joint return adjustment in order to avoid
later adjustments which may result in
State and local debts. The Internal
Revenue Code allows a taxpayer three
vears to file an amended return. The IRS
mus! conform to the statutory provisions

.of the Internal Revenue Code.

Several commenters requested
clarification regarding whether an
individual can apply for Federal tax
refund offset services only and. if so, ..
whether the State may charge both an -
application fee and a fee for submitting
the case for offset. An individual must
apply for IV-D services and may not
apply for Federal tax refund offset
services only. The Stale must charge an
application fee when an individual
applies for IV-D services, effective -
Oclober 1, 1985. If the State chooses to
charge a fee for Federal tax refund
offset services rendered to non-AFDC

... recipients of IV-D services, this fee must
~hethasged in addition to the application -

fce. The State is responsible for

P

T

to an individual who applies for IV-D
services. but may take the applicant’s
request for a specific service inlo
consideration.

Another commenler asked if the fee
can be kept if no oftset is made. The fee
may be kept in this case.

Financial Pro\iqions—-—lnce':liv
Payments (45 CFR 302.55 and 303.52)

The new law replaces the current 12
percent fixed incentive syslem which
rewards States for collections made in
AFDC cases with a new system
whereby States will receive incentives
based on collections made in AFDC,
foster care maintenance and non-AFDC
cases. Under the new system, States will
receive a minimum incentive payment
with respect to AFDC (including foster
care) and non-AFDC collections. In
addition, States are eligible to receive
additicnal amounts above the minimum
payment if their performance exceeds
the criteria established in this
regulation. The new system also
requires States lo pass through an
appropriate share of their incentive
payments to localities in the State that
participate in the costs of the program.
Stales are to develop methodologies to
determine the appropriate share due
participating localities. To ensure that
States develop fair and equitable
methodologies, we require Stales to seek
local participation in the development of
their methodologies.

Definitions o

Two commenlers asked that we
expand the definitions of "AFDC .
collections™ and “non-AFDC
collections.” One asked that the “AFDC
collections"” definition include the $50
payment to the family under section
2640(b) of the Deficit Reduction Act of
1984. The other asked that the “non-
AFDC collections" definition include
payments of support through the IV-D
agency or other entity upon request ol'a
parent under 45 CFR 302.57. .

For FY 1986 and beyond, we will
calculate the State’s AFDC portion of its
total incentive payment based upon
gross collections which were made on
behalf of the individuals specified under
the “AFDC collections"” definition and
which have been distributed during the
specified fiscal year. Gross collections
include the $50 payments to families.

Therefore, we believe it is unnecessary -

to mention the $50 payments under this
definition, since these payments refer to
the manner in which only one part of the
gross collection will be distributed.
Incentives will be paxd on the $50
paymenls beginning in FY 1985 under ..

: the current incenlive system and . X

beginning in FY 1986 under the new
incentive payment syslem.

In addition, it would be incorrect to
include payments made under § 302.57

_in the definition of “non-AFDC

collections™ since these payments are
not IV-D collections. Congress intended
Stales 1o provide this service to non-1V-
D individuals upon their request for a
minimal fee and at no cost 1o taxpayers.

Compular:on of Incentive Payments

In calculating the incentive payment
due a State, one commenter stated that
it is illegal under the Debt Collection

Act to exclude fees, recovered costs,

and program income such as interest
earned on collections from total IV-D
administrative costs. . :

The Debt Collection Act at 42 U.S.C.
4213 refers to interest Slates may earn
on amounts received from the Federal
government for grant-in-aid programs. In
effect, States are not held accountable
for interest earned on these amounts
pending their disbursement for program
purposes. Section 455 of the Act and
implementing regulations at 45 CFR
304.50 require the Secretary, in
determining the total amount expended
by a State during a quarter, to deduct
from gross expenditures the total
amount of any fees collected or other
income resulling from services provided
for both AFDC and non-AFDC cases
under the title IV-D State plan. The
previsions of the Debt Collection Act do
not apply to fees, recovered costs or
other program income such as interest
since these amounts are not grant-in-aid
funds.

Many commenters asked if systems
expenditures eligible for 90 percent
Federal funding and interstate grants
expenditures can be excluded from the
collections-to-expenditures ratio when
calculating incentives. These - ’
expenditures may not be excluded.
Secfion 455(e) of the Act explicitly
requires that State expenditures in
carrying out an interstate grant must be
considered in calculating incentive
payments under section 458 of the Act. -
Since the revised section 458(c) of the
Act does not authorize the exclusion of
expenditures which qualify for90 -
percent funding, they must be included ~

- in the State’s expenditures when

calculating incentives.

Several commenters asked if Siales
can receive 70 percent Federal fundms
of laboratory.costs in determining ~
paternity when these costs are exc'luded
from total IV-D administrative costs for -
purposes of calculating the State’s -
incentive payment. Other commenters

asked that we expand laboratory costs - °
in determining paternity to include the

>~
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costs of obtaining and transporting
samples to the Iaboratory. In response to
the first question. States are eligible to
receive 70 percent Federal funding for
laboratory costs in determining
paternity even thuugh these cosls may
be excluded from the State’s total
administrative costs in calculating the
incentive payment With respect to the
second question, Federal funding is
available for the costs of obtaining and
transporting samples to the laboratory.

One commenter suggested that we
allow Stztes to receive an additional
incentive for collection of non-AFDC
arrearages under the new incentive
structure. This commenter felt that,
unless attention was given to non-AFDC
arrearages, States would concentrate
enly on collections of current support.

The new law does not psevide specific

incentives for ccllections of non-AFDC
arrearazes. However, il does provide
incentives based on total distributed
collections which include any
collecticns representing payment on
arrearages. We believe that many of the
provisions of the new law. such as
income withholding ard State tax refund
offset, will increase collections,
including collections representing
pavmenls of arrearages.

Orne commenter asked how OCSE will
calculate the total incentive payment
due a State in a specified fiscal year and
the method by which States will receive
their incentive payment.

As is currently done, States will ~
submit quarterly estimated collections
and expenditure data to OCSE. OCSE-
will review and analyze the State's data
and determine the estimate of
collections end expenditures. OCSE will
calculate the State's estimated annual
AFDC and non-AFDC incentive
payments using the table specifed in the
regu'ations and notify the State and the
Office of Family Assistance (OFA),
HHS, of the total estimated amount of
incentive due the State for the upcoming

fiscal year. At the beginning of that
Nscal year, the State will deduct one-
juarter of its total estimated incentive
rayment from the Federal share of
ollections before reimbursing the
‘ederal government for its contribution
yward AFDC assistance payments. The
tate will repeat this process for the
:maining three-quarters of the fiscal
zar until it receives the total estimated
icentive payment. (Quarterly - - ¥
ijustment to the Federal share of
Mlections is the method by which =~ -
ates currently receive the 12 percent
ced incentive for AFDC collections.)" -
-fhe end of the year, the estimated -
sentrve amount will be adjusted to - -

TecttheState's actual collections and

penditares. However, adiustmenu to

the State’s estimated incentive payment
will be postponed until reliable data are
available. if the Office determines that
the State’s actual collections and
expenditure data are unreliable.

One commenter suggested that we
make quarterly adjustments 4o the
State’s incentive pavment so that the
State can receive its earned incenlive —
payment in full on an on-going basis.
We will determine the annual incentive
payment due a State based on the

tate's estimated performance for the
upcoming fiscal year. Quarterly '
adjustments 1o the State’s incentive
payment would be inaccurate because
the full extent of the State’s performance
for the specified fiscal year will not be
known until the State submits its actual
petformance da‘z for the last quarter of
that vear. Therefore, after the State
submils its actual performance data for
the four guarlers, the State’s AFDC
grant award will be adjusted for any
over or underpayments made for
incentives. Adjustments may be ~
postponed, however, if the Office
determines that the State's data are
unreliable.

Many commenters asked how
incentives will be paid on the $50
payvment to the femily (under section
2840(b) of the Deficit Reduction Act of
1984) after FY 1235. One other
commenter 2sked that we allow the

atire $50 payment to be deducted from
the Federal share of collections.

For FY 1986 and beyond, the new law
provides that States will receive
incentives based on gross collections.
Therefore, 2ll payments to the family in
AFDC cases including the £50 payment,
amounts collected that satisfy -
unreimbursed assistance payments and
any amounts collected which represent
past payments or future payments are
eligible for incentives. The distribution
sequence set out in the statute and
regulations precludes deducting the
entire $50 payment from the Federal ~
share of collections because only
amounts in excess of the $50 payment
will be used to reimburse the State and
Federal government for their share in
the financing of assistance payments.

Pass-Through of Incentives to Localities

One commenter asked how
participating localities will return - |
overpayments of incentives to the State.

We will pay incentives to States - *-
based on the State’s estimated -~ - -
performance for the upcoming fiscal -
year. After the end of a fiscal year,.we
will notify OFA of any adjustments to a -
State’s grant award based on the State's’
actual performance. We expect States

will adjust local incentive payments for

- any under or overpayments at the same_

time. However, States have the
flexibility to adjust local incentive
payments on an annual, quarterly, or
other besis if they so choose.

One commenter asked that we reguire
States 1o extend the "hold harmless”
provision for FY 1986 and 1987 to
localities. There is no authority in the
statute o require this. However, States
may opt to extend the “hold harmless”
provision 1o localities.

Several commenters felt that States
have too'much discretion in determining
the standard methodology by which to
pass through incentives to participating
localities and asked that OCSE
determine the methodology. The new
law specifically requires a State to
determine the appropriate share of it
incentive pavment to be passed through
to these localities in the State that

" financially participate in the program.

Therefore, we have no authority to
determine the methodology that States
may use to meet this requirement. P

Orne commenter recommended that
we replace the term “appropriate share"
with “earned share” so that localities
that are cost effective will receive their
fair share of incentives in relation lo
localities that are not cost effective. The
new section 454({22) of the Ac! requires
States to pass through an “zppropriate
share™ of their incentive payment to
financially participating localities,
taking into account the efficiency and
effectiveness of these local programs. -
Because the term “appropriate share” is
statutorily based, we have not replaced
it with “earned share.”

One commenter asked that we explain
our recommendation that a State's
standard methodology also provide for
payment of incentives to localities that
administer the program, but do not
participate in its costs. The new law
requires States to pay incentives to
localifies that participate in the costs of
the IV-D program. However, many _
States have localities that do not
participate in program costs but which
operale an efficient and effective
enforcement program. Therefore, we -
recommend that States pay incentives to
these localities to ensure their continued
level of performance. If the State elects
to reward these localities, however, it
would not have to do so at the same .
level as it rewards localities that

_ participale in program costs. .-~ -°

Several commenters asked that we
delete the provision that requires a State
to seek local participation in the
development of its standard '
methodology since this provision has no
statutory basis. We met with-~  *
representatives from various States anﬂ
localities to dlscuss the impact of lhc

M oW ; ook
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new incentive statule on the program at
Loth the State and local level. Localities
that currently depend on the 12 percent
incentive to finance their programs
expressed great concern with the new
structure. especially the fact that the
Siates have authority to determine the
“appropriate share”. Therefore, to
ensure that States' standard
methodologies are fair to localities, we
used the Secretary's authority under
sectlion 1102 of the Act lo require Stales
to seck local participation in the
development of their methodologies. We
believe this to be soundly based. since
an effeclive program requires
cooperation between the State and the
localities that operate the program.

With respect to interstale cases, a
commenter staled that case information
is not zdequate to allew zgeponding
Stales to identify initially whether the
case is a non-AFDC or AFDC case.
Several other commenters stated that
responding States often are unaware of
the changes in case stztus, i.e. whether
the case continues to be an AFDC or
non-AFDC case. Commenters said that
lack of information in both situations
will cause problems in compuling
incenlives since both States in interstate
cases receive credit for AFDC and non-
AFDC collections.

In response to these conccrns, we
added a provision at § 303.52(e) to
require initiating Stales to identify cases
initially as either a non-AFDC or AFDC
case. In addition, the provision also
requires initiating States to notify the
responding Stzte of each change in case
status. Furthermore, under the new
incentive system, if a State is to receive
full credit for its AFDC’and non-AFDC
interstate collections, the State must be
able to correctly identify cases in its
existing interstale case load as either
AFDC. non-AFDC on IV-E foster care
maintenance cases.

Several commenters objected to the
provision which requires a State ora
political subdivision that makes a
collection in an interstate case to
transmit that collection to the
originating State no later than 10 days .
after the end of the menth in which the
collection was made. This time frame .

- has been in current regulations at

§ 303.52(d)(2) since the inception of the
IV-D program. As discussed earlier, in

response lo comments on the proposed . -

changes in the date of collection in
interstate cases, we are relaining the *
definition of date of collection contained
in current regulations. However, in order

._~ -loensure accurale and timely
= e

™=
- e

;:_-:'-d'fsm'bul_ioh by the initiating State, we .

are requiring the responding State in .

interglafe cases to transmit the . - . -

collection to the location specified by
the initiating State no later than 10 days
from its receipt.

Reduction in Federal Matching Rate (45
CFR 304.20, 305.22)

Several commenters objected to the
decreases in Federal funding starting in
FY 1988. One of the commenters
suggested that the required practices
would not be implemented efficiently
because of the reduced Federal funding

evels. -

Since the new law reduces the Federal
reimbursement of administrative
expenditures lo 68 percent in FY 1988 .
and 1999 and 66 percent in FY 1990 and
thereafter, we cannot change this
provision. Reduction in the matching
rate does not, hewever, resultin a
reduction of overall program funding,

- because increased incentive funds are

available to States based on
performance. Incentive payments are
available to States on a gradually
increasing basis as administrative
malching declines.

Therefore, decreases in the Federal
matching of administrative expenditures
may be offset by increases in the Btate's
incentive payment, if the State does well
collecting support in both AFDC and
non-AFDC cases. Moreover, we expect
major increases in collections as well as
operational efficiencies particularly over
time as a result of implementing the .
required practices.

Expansion of 90 Percent Funding for
Systems (45 CFR Part 307)

The statute and regulations explicitly
authorize 90 percent funding for
automated systems to include
monitoring of support payments,
maintaining accurate records regarding
support payments and notifying officials
about arrearages that occur. The 90
percent furding is also extended to the
acquisition of computer hardware.

One commenter asked if Federal law
and regulations could be revised to
permit Stales to develop software
programs for Computerized Support
Enforcement Systems (CSES) that
perform the basic functions needed in
each case and interface with the

databases of the Federal PLS and IRS to

access and pool data pertinent to child
support enforcement.

States make requests to the Federal ~

PLS for locate information regarding -
absent parents (e.g., address of the

absent parent). The Federal PLS obtains -

information from the records of other .
Federal agencies and transmits the - -
information to the requesting State.

Since the Federal PLS does not retain
- any of the information it receives, there *

is no database for interface. - .. ' .

The Internal Revenue Code (26 U.S.C.
6103(1)(6)) places strict limitations on
the disclosure of information maintained
by the IRS. Although the IRS is
authorized to provide certain -
information to State and local 1V-D
agencies, the States are prohibited from
using this information for purposes other
than the collection of child support. We
believe that the pooling of IRS and other
information, as suggested by the
commenter, would make it difficult for
the States to safeguard the IRS
information. The IRS does not permit
State IV-D agencies direct access to its
database. Although direct access to the
IRS database would enable Statesto -
obtain information in a more timely
manner, we believe that the IRS
disclosure procedures are reasonable
and necessary. *

One commenter suggested that, within
the limits of the statute, we consider
making high performing. large, local
jurisdictions eligible to receive 90
percent Federal funding for systems
development when the State determines
that the proposed systems effort is
consistent with State objectives. -

Section 455 of the Act and the
implementing regulations at 45 CFR Part
307 make Federal funding available at
the 90 percent rate for the development
of statewide CSESs that meet certain
requirements. Ninety percent Federal
funding is not available for the
development of local systems. However,
the States have flexibility regarding the
design and implementation of a
statewide CSES system. A State could
implement a stalewide CSES in phases,
bringing in large, high performing
jurisdictions prior to covering the
remaining jurisdictions in the State.

Remaining Provisions—Collection and
Distribution of Support in Fosler Care
Maintenance Cases (45 CFR 302.31,
302.52) - :

The statule requires States to take all
sleps, where appropriate, to secure an
assignment of support rights on behalf of
a child receiving foster care
maintenance payments under title IV-E
of the Act and requires IV-D agencies to
collect and distribute child support for
IV-E foster care maintenance cases. The
regulations require that amounts paid on
required support obligations in IV-E -.. .
foster care maintenance cases must be -
retained by the State to reimburse it for .
foster care maintenance payments. The ~
IV-D agency is required to determine . .
the Federal share of collections so that =
the State can reimburse the Federal . -
government to the extent of its . =+~ -~
participation in financing the foster care -
maintenance payment. The regulations
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require that, if the amount collected is in
excess of the monthly foster care
maintenance payment but not the
monthly support obligation. the State
must pay the excess to the State agency
responsible for supervising the child's
placement and care. This agency must
then use the money in the child’s best
interests. States should be aware that in
setting aside monies for future support
under § 302.52(b)(2)(i) that the State's
resource limit may be exceeded. thereby
resulting in inelig:bility for the child.
Any amount which exceeds the monthly
support obligation must be retained by
the State to reimburse itself for past
unreimbursed fester care maintenance
or unreimbursed AFDC assistance
payments.

We received comments on the
requirements for colle®ion and
distribution of support in foster care
maintenance cases which expressed
concern that the Federal title IV-E
program must give Stales some guidance
on issues that arise in IV-E foster care
maintenance cases. They felt that issues
such as the procedures for taking
assignment, which cases require an
assignment to be taken, the penalties for
noncooperation, and so on are of great
concern lo States and were not
addressed in the proposed regulations.

Because OCSE is not charged with
implementing the assignment provisions
under the new section 471{a)(17) of the
Act, we canno! give guidance in these
regulations. The Department’s
Administration for Children, Youth and
Families plans to issue instructions to
guide States in implementing the new
section 471(a)(17) of the Act. For further
information, please contact Paula Brown
at (202) 755-7447.

Other commenters expressed

concerns about the provision requiring”

that monies collected which exceed the
IV-E foster care maintenance payment
but not the monthly support order must
be paid to the State agency responsible
for supervising the child’s placement

and care. One of these commenters felt

that, since the support order often is
made on the basis of State law and
names for former spouse as the payee,
State law prohibited the excess being
paid tc anyone else. A
Once an assignment of support is

taken by the State in a title IV-E foster |
care maintenance case, the distribution -

of collections made under the . ' -
assignment is guided by section 457 of
the Act. We do not believe States would
~ be prohibited from implementing this
.. provision. e TH | e 3
= %, The proposed regulations allowed
= ~Slales the option to provide support

bt B

?-,-_-::,‘_Z <2 enforcement services to former IV-E . -

- e

- [ostér care maintenance cases forup to’ -

five months alter title IV-E eligibility
ends. Several commenters felt OCSE
had no statutory authority to offer
States this option. Another commenter
was concerned that the provision
requiring Stales to give priority to
current support under this option puts
the IV-D agency in a conflicting position
because of the requirement that the
agency atlempt to collect assigned
support which has not been remmbursed.
Under section 457(c) of the Act, States
are required lo continue to provide IV-D
services to families that lose AFDC
eligibility. There is no parallel provision
authorizing continued services to a child
who loses title IV-E eligibility. Since_
Congress did not include this provision
we have decided to eliminate it in
response ‘o these comments and in light
of the fact that IV-E foster care
maintenance children often raturn to
families receiving AFDC who will
centinue to receive IV-D services
anvway. In cases where the family is
not receiving AFDC, the custodial parent
would have to apply for IV-D services
and pay the mandatory application fee
to have IV-D services continued.

Otker commenters suggested that we
waive the application fee for IV-D
services for State-funded foster care
cases. We do not have the statutory
authority to waive the fee in State-
funded foster care cases, or in any other
cases. The statute explicity requires an
application and an application fee in all
non-AFDC cases. These commenters
also suggested that we require that an
annual notice of collections be sent in
IV-E fcster care maintenance cases. We
have not required such a notice since
the statute does not require it, but urge
States to consider providing a notice in
these cases as in AFDC cases.

Two States commented that their IV~
E foster care maintenance program
distributes foster care collections now
and requested that the regulations be
changed to allow them to continue this
method. Since the IV-D agency can -
contract with other agencies to
distribute collections as long as it
maintains ultimate responsibility for
proper distribution, systems such as
those mentioned above would be
acceptable under the regulation.

Lastly, a commenter wanted us to
clarify distribution when a child
receiving title IV-E assistance is part of
an AFDC family and when the child
leaves the IV-E foster care maintenance
program and returns to the AFDC . ..
program. In IV-E foster care

maintenance cases in which the child's. .’

family is receiving AFDC payments,

those requirements.

support collections must be ellocated l'b;._

- -

-

distribution purposes between the title
IV-A and title IV-E program based on -

——

the number of children receiving each
type of assistance. When the child
returns to the AFDC family, the
regulations al § 302.51 regarding
distribution of collections are
applicable.

Publicizing the Availability of Support
Enforcement Services (45 CFR 302.30)
A majority of the comments we

received on the provision for publicizing
the availability of support enforcement

, services suggested that we require

tales o establish a toll free number for
disseminating information concerning
available child support enforcement
services. )

We are not requiring that States
establish a toll free number but - .
encourage States to do so, because this =
is one way of disseminating information.
We encourage this and any other
effective way to disseminate
information about IV-D services.

A number of commenters made
various suggestions as to other
requirements OCSE should include in
the regulations, such as requiring Stales
to use newspapers to publicize absent
parents’ names if they do not pay i
support owed and requiring that the .
public service announcements not be
aired during early meming hours, We
feel these are all ereas of State option
and as such we are nol requiring such
aclivities. '

Several commenters suggested that
OCSE fund studies to determine
whether joint custody and visitation -
enforcement produce better compliance
with support orders and whether there is
a correlation between child abuse and
nonpayment of child support. A study
funded by OCSE is currently under way
on the effects of child custody
arrangements on child support payments
by absent parents. In addition, the Child

.Abuse Amendments of 1984 require the

Becretary of HHS to study the
correlation between a parent’s failure to
pay child support and the incidence of ~
child abuse and to submit findings and -
recommendations in this area to
Congress within two years. We are.
supplying these comments to the Office
of Human Development Services in HHS
for their consideration in implementing

Commenters also requested that we
define the words “regularly and- ..~ .
frequently” in the regulations with . .. . _
respect to publicizing services. The ..
commenters asked who would ~ .+~
determine what volumes and rates .. .
would meet the requirements inthe . -
regulations. We do not wish to constrain
publicizing of services by defining these
terms to specify the minimum effort

- .

L}
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required. Acceptable levels of publicity
will depend upon many factors and we
believe that the terms “regularly and
frequently” provide sufficient guidance
to States and to us for determining
whether the requirement hes been met.

Mandalory Collection of Spousal
Support (45 CFR 302.17 and 302.31(a}(2))

We received two comments on the
requircments to collect spousal support
in IV-D cases where a support order has
been established and the child and
spouse area living in the same
household. One commenter asked if the

tate must collect spousal support if the
child and spousal support obligations
are in separate orders. States must do so
as long as all other conditions for
collectmg spousal support are met. The
other commenter asked. if g custodial
parent has two ex-spouses and a child
by one of them, must a Stale collect
spousal support from the ex-spouse who
is not the parent of the child? Collection
of spousal support is only permitted
when the obligee is living with the child
receiving support enforcement services.

Accessing the Federal Parent Locator
Service (PLS) (45 CFR 302.35) .

The revised statute and these
regulations increase the availability of
the Federal PLS to State agencies by
deleting the requirement that Siates
exhaust their own Slate resources first
before submitting a request to the
Federal PLS.

We received two comments on this
provision. One commenter
recommended that private attorneys be
permittled access to the Federal PLS.
These regulations amend the availability
of the Federal PLS to State agencies, but
make no changes to the definition of
who is authorized to obtain information
from the Federal PLS. The definition of
“authorized person” is found at section
453(c) of the Act and includes the
circumstances under which private
allorneys may request information from
the Federal PLS. Authorized persons
include attorneys who have the duty or
who are authorized under the [V-D
State plam ta seek to recover child and
spousal'support as well as attorneys of
childrerr who are requesting infcrmation
on an:absent parent who has a duty to
support and maintain the child.
However, all requests to use the Federal
PLS must be submitted to the State PLS
or other IV-D offices des:gnated by the
Stale.

The other: commenterrequested that
the Federal PLS respond to inquiries

= withjn three weeks of the request. The ;

final regulation does not mandate time

= frames-forresponding to Federal PLS .

T v

3 == “inguiries:, The Federal PLS sends -

sty
1
2ss
3
-
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requesls to other agencies and the
response time to inquiries depends on
the processing times of those agencies.
On the average, the response time is
three weeks from the date of initial
request.

Continuing IV-D Services for Families
That Lose AFDC Eligibility (45 CFR
302.51(e))

This regulation requires States to:
continue to provide IV-D services for a
period of up to ive'months after an
AFDC family ceases to receive AFDC
payments. The State is not permitted to
require a formal application, recover
costs from the support collection, or
charge an application fee in these cases.
If the State is authorized to continue to
provide IV-D services after the five-
month period. the State may recover
costs, but cannot charge an application
fee or require a formal application.

Several commenters asked if a family
can choose not to have IV-D services
continued during the mandatory service
period immediately after termination of
AFDC. If an individual does not wish to
continue receiving IV-D services, the
State IV-D agency cannot force the _
individual to continue as a [V-D case.
However, if a State ceases to provide
IV-D services durting this period under
such circumstances, it should indicate in
the case record that IV-D services were
terminated at the individual's request.

Several other commenters asked if
this provision applies to all AFDC
recipients who are terminated from
2ssistance or only those for whom the
IV-D agency is collecting and
distributing support. We have
interpreted this provision to apply to all
AFDC recipients, based on Conference
Report No. 98-925. This report indicates
that Congress intended all individuals
whoare terminated from AFDC to
continue to receive services.

Many commenters asked that we
clarify whether States must provide all

_ applicable services to these continued

cases or just collection services. We
have interpreted this provision based on
Conference Report No. 98-925 to require
the State IV-D agency to provide all
necessary services to these cases. The
State IV-D agency determines which
services are appropriate and may
consider an individual's wishes in doing
0. . - : g 4 L

~ Twa commenters recommended we
. require States to notify the individual of

the action needed to authorize
continuation of IV-D services, as well as
the time period for taking action. The -
commenters did not want the family to
be cequired to accept services they do .

not want. One commenter suggested we -

require.the State to notify the family of

its distribution policy when it is
authorized to continue services after the
period of automatic continuation of
services. We have revised the
regulations to require States to notify
the custodial parent before the end of
the mandatory period of continued
services about the consequences of
continuing to receive IV-D services. The
notice must specify the services
available for use at the agency's
discretion, as well as the State's fees,
cost recovery and distribution policies.
This notice will provide the custodial
parent with adequate information to
determine if he or she wants to refuse
furtber IV-D services.. =

Many commenters asked thar we
define “authorization™ or explain how it
differs from an application. The specific
procedures for authorizing continued
IV-D services may vary from Slate to
State. However, the State must send the
notice discussed above to the family and
may state that failure to request the [V-
D agency to discontinue services will
constitute authorization. The Stale may
not notify the family during the five-
month period that services will be
discontinued unless the IV-D agency is
notified to continue services. This is
consistent with Congressional intent
that continuation of services should be
the norm unless the family does not -
want [V-D services.

Several commenters requested that
distribution for cases which continue to
receive IV-D services during the five-
month period be clarified. During the
required service period after termination
from AFDC, amounts collected for
support must be applied first to the
current support obligation and any -
arrearages accruing during the required
service period. These amounts are paid
to the family. Payments in excess of
these amounts are used to pay the State
for unreimbursed AFDC payments. If the
State’is authorized to continue IV-D
services after the mandatory service
period, the State may apply arrearages
collected either to the family first orto
unreimbursed AFDC payments first,
depending upon how the State )
distributes collections of arrearages:in
non-AFDC cases:

One commenter asked if the State
may collect both assigned and . .
unassigned arrearages during the e
mandatory service periad. The State -
may callect assigned and unasmgned

* support during the mandatory service:
. period. Any collection mustbe . .. _

distributed first as current support.
which.is unassigned..
One commenter asked lfa State cou]d
“offer” services during the mandatory .

.- service period instead of automatically -=
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providing them. The State must provide
any appropriate IV-D services to an
individual during this period unless the
individual expressly requests that no
services be provided. The State may not
merely “offer” services if this means
that providing appropriate [V-D services
is conlingent on the custodial parent
responding positively before the
services are provided, The intent of this
provision is to continue services fo
former AFDC recipients without any
change in procedures or break in
services already being provided. The
IV-D agency must delermine which
services are appropriate and must
providad them during the mandatory
service period.

Several commenters have indicated
that the five months referred to in the
proposed regulationys different from the
current regulation and statute. These
regul#ions do not change the time
period currently in regulations. “Three
months from the month following the
month™ after AFDC ceases equals a
total of five months. We used the term
five months because it was a more
direct way of stating the time frame.
However. to eliminate any confusion,
we have deleted the term “five-month
period.”

One commenter asked if States could
pass through checks from the absent
parent or if they could issue their own
checks to the family. The State has
discretion to determine whether they
pass through checks or issue their own.

Another commenter stated that States
will have difficulty identifying cases
going from the mandatory service
category to the authorized service
calegory. This identification is
necessary for purposes of determining
whether the State may recover costs.
We suggest that the State may want to
use the same procedures for identifying
these changes in case stalus as they use
currently for identifyving changes in
status from AFDC to non-AFDC and
vice versa. :

Notice of Collection of Assigned Support
(45 CFR 302.54) =

Both the statule and the regulalion
require that a State provide an annual
nolice of the amount of support -
collected during the past yearto -
individuals who have assigned rights to-
support under § 232.11. The notice must
be sent to current AFDC recipients and
to former recipients for whom an -
assignment is still effective. Two of the
commenters felt the requirements in the
... regulation were too general. They = °

%o~ argued that AFDC recipients would not
| =~ Teceive sufficient information about the
L %o ==__amounts and regularity of payments if -

“there was no breakdown of monthly -

TR

collections in the notice. They also
wanted the notice to specify the total
amount! of support owed including
arrearages, the total amount of support
paid including arrearages. to whom
these arrearages were distributed and
the dates on which all payments were
made. We are not requiring a monthly
breakdown of collections. but States
may provide a more complete
breakdown if they wish. They could. for
example, provide more detailed
information to AFDC recipients who
request it.

Other commenters requested that we
require States to send a notice of
collections to absent parents if
requested. Many States already provide
such information to absent parents upon
their request, so we have not changed
the regulations.

Ve received comments from two
persons who thought the notice
requirement should be eliminated as it
crealed an administrative burden on
States and added unnecessary costs to
the program. This notice is required by
the statute at section 454(5) of the Act.

Another commenter argued that the
notice should be sent only upon the
request of the receipient, The statute
requires the notice to be sent annually in
all AFDC or former AFDC cases under
assignment. '

We also received comments seeking
clarification of the notice provision.
These commenters asked if Stales must
use the Federal fiscal year or any other
one-year period for determining the -
ennual support collected. These :
commenters also asked if the State mus
provide the first notice by October 1,
1985 for support collected the previous
year or if they could wait until the end
of FY 1986 to provide the first notice.
States may provide the annual notice
based on support collected during any
one-year period. States must provide the
first notice of support collected in AFDC
cases or non-AFDC cases in which there
is overdue support assigned to the State
by September 30, 1986. g ’

State Guidelines for Child Support
Awards (45 CFR 302.56)

The final regulation requires States to
develop guidelines by law or by judicial
or administrative action for setting child
support awards within the State. The
State is required to make these

determine child support awards, - -

although the guidelines need not be - -

binding on them. MU L E vy
We received several comments on this

provision. Some commenters stated that

guidelines should be developed with _
public participation. The statute does
not require this. However, we encourage

States to contact the public and allow
participation in developing guidelines.
Since States are not required to
establish guidelines until October 1,
1987, there is adequate time for a State
to request and consider public
comments of proposed guidelines. In
addition, States will have public
parlicipalion in connection with their
State Commissions, which must be
comprised of members representing all
aspects of the child support system,
These Commissions are required to give
particular attention to problems
associated with establishing appropriate
objective standards for support. - Ve

Another commenier requested
clarification regarding whether a State
may use an effective date earlier than
October 1, 1987. States are encouraged
to develop guidelines for child support
awards as soon as possible. They do not
Lave to wait until October 1, 1887 to put
guidelines into effect.

One commenter stated that guidelines
for support awards should be
descriptive rather than numeric. The
final regulations require States to
develop guidelines based on specific
descriptive and numeric criteria that
result in a computation of the support
obligation. Numeric criteria include
factors such as, but not limited to ..
income and resources of the parents and
the number and needs of dependents.

Paymest of Support Through the IV-D
Agency or Other Entity (45 CFR 302.57)

In accordance with the statute and
regulations, States may have tracking
and mcnitoring procedures for the
payment of support through the State
IV-D agency or the entity designated by
the Stale to administer the State's
withholding system upon the request of
either the custodial parent or the absent

. parent, regardless of whether or not
.arTeareages exist or withholding
procedures have been instituted. The _
State must charge the parent requesting
this service an annual fee not to exceed
the lesser of $25 or the actual costs
incurred by the State in these non-IV-D
caseés, : ;

One commenter asked if a request for
tracking and monitoring payments is

- considered an application for IV-D .

services. Any absent or custodial

¢ parent, in a State which elects this
"~ guidelines available to all officials who < option, may request tracking and

monitoring of support payments without |

" applying for IV-D services. .

Another commenter asked if Federal
funding is available for this service if — -~

the fee does not cover the State's costs. - ~

Federal funding is available only in the
cost of providing services in IV-D cases. -
In addition, House Report No. 98-527, p.

-
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40, states: “The Committee believes that
the costs associated with such voluntary
use should be borne by the party
requesting lhe service rather than by
taxpayers."

Imposition of Late Payment Fee on
Absent Parents Who Owe Overdue
Support (35 CFR 302.75)

This regulation allows the State IV-D
agency to impose a late payment fee of 3
to 6 percent on individuals who owe
overdue support.

One commenter staled thal two
secticns of this provision appeared to be
contradictory. One section s.alas that
the Stale plan may provide for
imposition of late payment fees while
another section states that the late
payment fee must be imposed in AFDC,
foster care, and non-AFD@cases. The
regulations are not contradictory, but
use “may" lo indicate that it is optional,
whether a State imposes a late payment
fee. However. if a State chooses to
impose a late payment fee, it must be
imposed in all appropriate [V-D cases,
including AFDC, foster care, and non--
AFDC cases. For example, the State
cannot choose to impose the late
pavment fee in AFDC cases only.

One commenter asked if the late
payment fee is applied cumulatively or
compounded and suggested we provide
an example or formula to illustrate. The
regulations state that the late payment
fee is applied to arrearages, accrues as
arrearages’accumulate and is not
reduced upon partial payment of
arrears, Therefore, the late payment fee
is cumulative and nol compounded. The
following example illustrates how late
payment fees are computed. In the
example, the monthly support obligation
is $100 and the late fee is 5 percent of
the arrearage. In the first month, $100 of
arrearage accumulates, making the late
payment fee $5. In the second month, an
additional $100 arrearage and $5 fee
accrues making the total arrearage $200
and total fee $10. In the third month an
additional $100 arrearage and $5 fee
accrues. In the fourth month, the
individual pays current support plus
$200 on the arrearage. The total i
arrearage is reduced 10 $100 and no
additional fee is applied since no
additional arrearage accrued. However,
the total fee is still $15. The late
payment fee is computed on a monthly
basis, but cannot be collected until the
arrearage has been fully satisfied. This

_ is illustrated in the table below

'$100 | 5100 | $100 | —s200
" s s| .8 0
;1001 2001 300) 100

To'al awe paymen! lee ... & 10 15 15

Another commenter esked if the late
payment fee is in addition lo cost
recovery. The late payvment fee is a
penal!y for non-payment of support and
is charged in addition 1o cost recovery.

One commenter asked us to indicate
the difference between interest and late
payment fees. Late payment fees are not
considered inlerest. Interest mzkes up
for loss of purchasing power and is
passed on to the family. For purposes of
this program, late payment fees are &
penalty for non-payment of support and
are used to reduce a State's
administrative costs. The State may
collect both interest and late payment
fees.

Another commenter asked that, if a

tate currently charges a 10 percent late
payment fee statewide, is the Slate
limited to imposing @8 maximum 6-
percent rate in IV-D cases? The total
late payment fee assessed an absent
parent in IV-D cases may not exceed 6
percent of the maximum arrearage that
was accumlated.

State Commissions on Child Support (45
CFR 304.95)

Section 15 of Pub. L. 98-378 and these
regulalions require States to appoint a
Commission by December 1, 1984, which
includes representatives of all aspects of
the child support system. The
Commission must examine the State's
child support system and report its
findings and recommendations to the
Governor by October 1, 1985. Waivers of
the Commission requirement are
available under specified circumstances.

We received several comments on the
provisions of the proposed regulations
requiring each State to appoint a State
Commission on Child Support. One
commenter requested that the regulation
define the objective standards for child’
support obligations which States must
have in order for the Secretary to waive
the requirement. Since the Commissions
had to be appointed By December 1,
1984, we did not include criteria in these
regulations. Another commenter asked
us to include local enforcement
representatives on the Commissions. We
believe it is unnecessary to single out
this group hecause the requirement calls
for the Commission membership to
represent all aspects of the child support
system.and this would include local
enforcement personnel. ..

Three commenters stated Lhal the lack

" of Federal matching funds for the costs

of operating the Commissions would
limit their effectiveness and activity, We

do not I'eel that this will be the case. To -

date, the Governors of many States have
expressed their support for the State
Commissions, .

One commenter felt that the
Commissions should address the
visitation issue. The statute and
regulations call for the Commissions to
determine the extent to which the child
support system has been successful in
securing support and parental
involvement, giving particular atlention
to such specific problems (among
others) as visitation. We believe that
Commissions will address this issue
under this provision.

Two other commenters requested that
we publish State requests for waiver of
the requirement in the Federal Register
for public comment. We did not publish
requests for waivers in the Federal
Register because of the December 1
deadline for establishing Commissians.
We did evaluate each request very
carefully and held States to a very -
rigorous standard before granting
waivers of this requirement. Waiver -
requesls were received from thirteen
States.. Of these States, Arizona,,
California. Maryland. Washington,
Wisconsin, and Rhode Island were
granted waviers on the basis of having
established within the previous five
years a commission or council with “
substantially the same functions as the
commissions provided for in the new
law. lllinois, Maine, Michigan, and Utah
were granted waivers based on their ~
having in effect objective standards for
the determination and enforcement of
child support obligations. Three States
Hawaii, Wyoming, and Mississippi)
were denied waivers.

Availability of Services and Application
Fee for Non-AFDC Families (45 CFR
302.33(c))

Beginning October 1, 1985, States must
charge an application fee to individuals
applying for non-AFDC services. Final
regulations with a comment period on
this provision were published in the
Federal Register on September 19, 1984
(49 FR 36764). We are respondmg to-
comments received on that pravlsnon in
this document. .

One commenter asked whether the i
States will develop guidelines for
waiving the application feein i
appropriate cases. A second commenter -
indicated that the mandatory -
application fee will discourage - .
application for IV-D servicessby = - .
individuals in need of them. A third -- -

. commenter suggested that the.

regulations. be revised to incorporate the
statement in the preamble of the final =\
- regulations regarding the deductionof - -
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the application fee from support
collections. =

States must charge the application fee
for IV-D services. However, the
regulations specify that the State may
coliect the application fee from the
individual who is applying for IV-D
scrvices or pay the fee itsell. The
regulations also permit a State that
elects to impose an application fee on
the individual who applies for IV-D
services lo collect a fee based on the
applicant’s income. The IV-D agency
may recover the fee from the absent
parent. Lastly, former AFDC recipients
receiving 1V-D services under 45 CFR
302.51(e) are not required 1o pay an
applicalion fee. -

Since application fees are required as
of Oclober 1, 1985, the State must collect
the non-AFDC eppligation fee from the
non-AFDC individual at the time of
application for IV-D services or pay the
fee itself to ensure that the fee is paid in
accordance with Federal law. In the
preamble to the final regulations
published September 19, 1984, we stated
that States may allow applicants to
decide to pay the fee at the time of -
applicalion or have the fee deducted

- from collected support. Upon review, we

—l..-rd"' L
et

realized that this could lead to cases
where the fee is never paid because a
collection was never made. To ensure
that the statutory mandate is met, we
are requiring that the application fee be
paid at the time of application
regardless of whether the State opts to
impose the fee on applicants or pay it
itself, |

Several commenters suggested that

we revise the regulations to specify that -

the application fee will only be charged
by the applicant’s State of residence.
We have revised the regulations in this
regard because the imposition of more
than one application fee in an interstate
case is inconsistent with Federal law
and could place a finarcial burden on
individuals in need of IV-D services.
Therefore, the revised regulations
specify that, in an interstate case, the
application fee is paid in the State
where the individual apphes for
services. _
Several commenters suggested thal
the regulations regarding the mandatory
application fee be revised to specify that
an application fee cannot be charged to
individuals receiving IV-D services prior
to October 1, 1985. A commenter also -
suggested that the regulations regarding
the mandatory application fee be ~~
revised lo specify exemptions to .

apphcalton fee requirements contained N

in the foster care and post-AFDC
distribution regulations.

T “-We agree that the regulahons should

' _":peml’y that the mandatory application

. g

-

o
e
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fee only applies to non-AFDC
individuals who apply for IV-D services
on or after October 1. 1985 because the
new law only imposes an application
fee with respect to individuals who
apply for IV-D services on or after that ~
date. Therefore. we have revised the
regulations 1o address this matter. It
should be noted that, until October 1,
1985, Federal law and regulations permit
the State to elect to charge an
application fee to each individual who
applies for IV-D services prior to that
date.

The regulalicns require States to
charge an aprlication fee for each
individual who files en application for
IV-D service. AFDC cases and foster
care maintenance cases are not subject
to the applicaticn fee provisions
because services are provided without
the filing of an agplication for IV-D
services. The regulations regarding the
continuation of services once the family
ceases to receive AFDC indicate that, at
the end of the period not to exceed five

months after the family went off AFDC, *

the State. if authorized to do so by the
family. must continue to provide
services to the family and pay any
amounts collected to the family in
accordance with the non-AFDC services
provisions without requiring a formal
application or application fee. The
statute does not allow any other
exemptions from the application fee.

One commenter asked about the use
of application fees collected prior to the
Child Support Enforcement )
Amendments of 1984 which exceed the
new maximum application fee. A second
commenter wanted to know to whom
the application fee is paid when the

_State elects to pay the application fee _
itself. - . ,

Until October 1, 1985, the regulations.
permit a State that elec!s to charge an
application fee to each individual who
applies for IV-D services to use a fee-
schedule to determine the fee to be
charged each applicant. A fee schedule
must be based on applicant’s income
and designed so as not to discourage
application for services by those most in
need of them. Before October 1, 1985, a
State using a fee schedule may charge
certain individuals an application fee
{hat exceeds the maximum $25
application fee that becomes effectwe
on October 1, 1985. Application fees

~ collected by the State IV-D program at

any point in time must be treated as. . -
program income. The fees are also:
applied to the cosls incurred in a given
case prior to any cost recovery. If a -

State elects under the regulations to pay .
* .new slatutory application fee

the application fee, the State must - -
exclude from its quarterly expenditure

claims for Federal funding lhe amount of
the application fees.

One commenter suggested that State
performance could be more fairly
mezsured if the maximum applicetion
fee were changed to a uniform
application fee. We believe that the new
provisions give the Stales flexibility to
develop application fees that will enable
all individuals seeking IV-D services to
apply for them. Effective October 1,

. 1985, the regulations permitthe Stales

to; (1) Charge a flat application fee not
to exceed $25 or any higher or lower
amount as the Secretary may determine
to be appropriate to reflect changes in
program costs, or (2) charge an -
application fee based on applicant’s
income not to exceed $25 or any higher .
or lower amount as the Secretary may
delermine 1o be appropriate 1o reflect
changes in program coslts. The
regulations also permit the State to
collect the mandalory application Tee
from the individual who is applying for
IV-D services or pay the application fee
out of State funds in accordance with
statewide standards. The State may pay
the fee for non-AFDC individuals who
cannot afford to pay it. In addition, the
regulations permit a State to recover the
application fee from the absent parent
who owes a support obligation and pay
the recovered amount to the applicant or
itself.

Several commenlers staled that the
provisions of the final regulations that
require the State either to charge the
application fee to the applicant or pay
the fee itself are contrary to section 3(c)
of Pub. L. 98-378, which provides that
the application fee can be paid by the
client, or the State, or the absent parent.

We believe that the regulations
properly implement the new law. There
is no provision in section 3(c) of the law
for the fee to be “paid” by the absent
parent directly. In discussing the
application fee provision of the new _
law, House Report No. 98-925, page 45,
indicates that the State may charge the
fee to the custodial parent or pay the fee
out of State funds. The Report further -
indicates in a separate sentence that the
State may recover the fee from the '-
absent parent. We believe that the
regulations are consistent with -
Congressional intent \

One commenter suggested that,
because the regulations remove from
State control the flexibility provided in .
the statute to vary the application fee -
based on ability to pay, the regulations
should be revised 1o incorporate the
language of the statute. We believe that -
the regulations properly implement the

provisions. The statutory provisions - -
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permit the States to vary the application
fee among IV-D applicants based on
ability 1o pay. However. the statutory
provisions do not authorize the
.mpos.l:on of an application fee in
excess of 525 unless the Secretary
determines that a higher or lower
amoun! is appropriale 1o reflect
increases or decreases in administrative
costs. The regulations give the Stales
flexibility in determining the application
fee within these statutory limits.

Technical Changes

\We have made lechnical changes to
the regulations in order to add clarity, to
make them more uniform in style and to
correct typographical errors and other
inaccuracies.

Paperwork Reduclion Act

The follcwing sectionZof these
regulations contain information
collection requirements which are
subject to OMB review under the
Paperwork Reduclion Act of 1980 (Pub.
L. 95-511):

Section 302.17

Section 302.30

Section 302.31

Section 302.32(b)

Section 302.33 (a) and (c)

Section 302.50(a)

Section 302.51 (a) and (e)

Section 302.52

Section 302.54

Section 302.55

Section 302.56

Section 302.57

Section 302.70

Section 302.75

Section 303.52 (c)(2) and (d) (1) and (2)

Section 303.72(a)(4). (b), (c) (2) and (4).
(d) (1) and (2). (e) (1) and (2). (f) (2). (2)
and (3). (g) (2). (3). (4) and l5J (h)(3)
and (i)(2)

Section 303.100 (b)(1) and (2)(ii). (c)(3)
and (3), (d) (1) and (2). (g) (3) and (5)
and (i)

Section 303.101 (c) (8) and (4) and (d)(1)

Section 303.102 (b), (c). (d). (e) {1] and
(3). and (h)

Section 303.103 (a) and (b)

Section 303.104(b)

Section 303.105 (b) and {d]

Section 304.95 (d) and (f) .

Section 307.10(b) (2) and (3) :

Section 307.15(b) (2) and (5)

The public is not required to comply

with these information collection

requirements until OMB approves them
under section 3507 of the Paperwork

Reduction Act. A notice willbe ;-

published in the Federal Register when. ~

OMB approval is oblamed. :
"'Emnumlc Impacl ' '

-?”' 'I'he  Child Support E.nforcement

.-:p;gggam was established under title IV-

S — . =

D of the Act by the Social Services
Amendments of 1974. for the purposes of
enforcing the support obligations owed
by absent parents to their children,
locating absent parents, establishing
palernity and obtaining child support.
The IV-D program collected $2.38 billion
in FY 1985—81.0 billion on'behalf of
chiidren receiving AFDC and $1.38
billion on behalf of children not
receiving AFDC. Federal, State and local
expenditures amounted to $699 million.
Collections for AFDC families are used
to offset the costs of assistance
paymen!s made to such families.

The intent of the new law, which this
rule implements, is to increase the
effectiveness of the Chiid Support
Enforcement program by requiring all
States to adop! certain procedures that
have been found to be successful in
several of the States, by emphasizing the
need to serve all families and by
changing the incentive system for State
participation. As discussed below, the
statute has broad impacts, affecting
Federal, Siale, and local participants in
the program, employers of absent
parents, and the families themselves.
One immediate result will be lower
wel!fare costs lo the taxpayer. Althoug'h
hard data are not available, it is
expected that the mandatory procedures
will resull in increased collections and
decreased administrative costs. ;

For the most part this regulation
merely restates provisions of the new
statute and does not result in any cost or
other impacts on its own. The principal
impacts of the statute are on Federal
and State budgets and State operations.
Federal and State expenditures are
projected to increase by about $24
million over the five-year period FY 1985
to 1989, an average annual impact of $6
million. Savings will result from the
increase in child support collections due
to the implementation of the required-
State enforcement procedures and
assumed decline in attendant court and
other administrative costs. The
additional child support collections on
behalf of AFDC families are estimated
to be about $45 million in FY 1986,
increasing to nearly 892 million in FY -
1989. In addition. non-AFDC collections
are expecled to increase approximately
$55 million per year as a result of the
new slatute.

A number of provisions of the new -
law are likely to result in a significant

increase in the number of non-AFDC - ~
families in the program. Federal costs of

providing services for the additional -
families is projected to be $11 million in
FY 1986, rising to nearly $15 million by
FY 1989. Although the statute requires
the States to impose an application fee”

for non-AFDC families to recover some

of these costs, the Department believes
that in"most cases actial costs will
exceed the legislatively mandated
ceiling of $25. However. the Department
also believes that costs will also be
partially offsel as a result of reduced
public assistance expenditures for these
families. including reductions in
Medicaid. (As discussed earlier. the
application fee provision was
implemented separately. Our response
to comments on the provision are
includgc} in this document.

Executive Order 12291

The Secretary has determined. in
accordance with Executive Order 12291,
thai this rule does not constitute a

“major” rule. A major rule is one that is
likelv to result in: -

—An annual effect on the economy of
$100 million or more:

—A major increase in costs or prices for
consumers, individual industries, -
Federal, State or local government
agencies, or geographic regions; or

—Significant adverse effects on =
competition, employment, investment,
productivity, innovation, or on the
ability of the United States-based
enterprises lo compete with foreign-

_based enterprises in domestic or
import markets.

Virtually all of the economic impact

discussed above is a direct result of

legislative provisions rather than of
reg..!aiory provisions. The few
provisions that have been added at the
discretion of the Secretary are expected
to have an insignificant effect on State
and Federal expenditures.

Regulatory Flexibility Analysis

The Secretary certifies, under 5 U.S.C.
605(b), as enacted by the Regulatory
Flexibility Act (Pub. L. 96-354), that
these regulations will not resultina -
significant impact on a substantial
number of small entities. The primary
impact is on State governments and
individuals, which are not considered
small entities under the Act; and results
from restating the provisions of the .
statute. Those provisions that have any .
impacfon small enlities are dlscussed
below. - o)

Section 303.52 prescribes a new
incentive system that will award the
States and political subdivisions based -
on AFDC, foster care and non-AFDC - ..
collections. The Department estimates . -
that the States and political subdivisions
will receive an additional $18 million in
incentive payments for FY 1986 . - .- _
increasing to $25 million for FY 1989. A
significant portion of the additional .
incentives will be retained by the States. _
The legislation requires that States have

P : = .- 5
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the flexibility to determine how to
distribute incentive pavments lo
political subdivisions: therefore, we
cannot determine the amount of *
additional incentives that will be paid to
political subdivisions or the economic
efTect of such payments on political
subdivisions. However. even if there
were a significant effect on a substantial
number of political subdivisions, that
effect is the result of the new law, and
not these regulatory provisions.
Regulations at § 303.100 require the
employer to withhold from the
individual's wages the emmount specified
in a notice from the State. The
regulations further permit, at State
option, the employer to charge a
reasonable fee, as determined by the
State. for administrative costs incurred
for each withholding, These tegzlatory
provisions which implement statutory
requirements are expected to have a
minima) economic impact on employers
because the costs of withholding
amounts from the wages of employees
will in most instances be offset by fees
charged by employers to emplovees -
subject to wage withholding and
because employers are used to
withholding employee wages for other
purposes. :
Private attorneys whose practices are
based on a large number of child
support cases could possibly be afTected
by the required State procedures
prescribed in the proposed §§ 303.100
through 303.105. These procedures,
which implement statutory provisions in
section 466 of the Act, may make IV-D
services at both the State and lccal
levels more attractive to custodial
parents. However, we believe that the
impact on private attorneys will be
minimal because many custodial
parents who avail themselves of IV-D
services have small incomes and are
unable to afford the fees of private
atlorneys. In any event, these impacts
result from the statutory provisions
rather than these regulations.

List of Subjects 5
45 CFR Parts 301, 302, 303, and 304

Child welfare, Grant progt'ams—-l—social_

programs.
45 CFR Part 305 =

Child welfare, Grant programs—social
programs, Accounting. - T

45CFR Part307 - 7. ... A

Child welfare, Grant proér—a‘ms—'-s.oc‘ial

programs, Computer technology.

PART 301 [AMENDED] .~ .

The authorities for parts 301 through

A s

T L i

|
(e
W

305 and 307 are revised lo read as -
fullows:

42 U.S.C. 652 through 658, 664. 666. 667, and
1302, unless otherwise noted.

1a. 45 CFR 301.1 is amended by
inserting the following defirition of the
term “Applicable matching rate” after
the definition of the term “Act™ and the
definition of the terms “Overdue
support” and “Past-due suppurl” after
the definition of the term "Office™:

§£301.1 General definitions.

. . - - -

“Arnlicable matching rate™ means the
rate of Federal funding of State IV-D
programs’ administrative costs for the
appropriate fiscal vear as follows:

FY 1983 through FY 1987, 70 percent
FY 1538 and FY 1989, 68 percent )
FY 1290 and thereafter, 66 percent

*Qverdue support” means a
delinguency pursuant to an obligation
determined under a court orcer, or an
crder of an administrative process |
estahlished under State law, for support
and maintenance of a minor child,
vhich is owed to or on behalf of the
child, or for the absent parent’s spouse
(or former spouse) with whom the child
is living, only if a support obligation has
been established with respect to the
spouse and the support obligation
established with respact to the child is
being enforced under Stete’s IV-D plan.
At the option of the State, overdue
support may include amounts which
otherwise meel the definition in the
previous sentence but which are owed
to or or. behalf of a child who is not a
minor child. The option to include
support owed to children who are not”
minors applies independently to the
procedures required under § 302.70 of
this chapter. .

“Past-due support” means the amount
of support determinad under a court
order or an order of an administrative
process established under State law for
support and maintenance of a child or of
a child and the parent with whom the
child is living, which has not been paid.
For purposes of referral for Federal
income tax refund offset of support due
individual who has applied for services
under § 302.33 of this chapter, “past-due
support” is limited to siipport owed to or
on behalf of a minorchild, .+ -~ . -

* - e vl M e et - L TR o
PARTS 302 THROUGH 305— ~ « - .
[AMENDED] . @ -. . = ‘-

2.45 CFR Parls 302 through 305 are _ .
amended as follows: - -~ .. :.-

A. By revising § 30217 toread as -
follows: - L s s

- - =

e . e -,

§302.17 Inclusion of State statutes. _

The State plan shall provide a copy of
State slatutes, or regulations
promulgated pursuant to such statutes
and having the force of law [inciuding
citations of such statutes and
regulations). that provide procedures to
determine the palernity of a child bon
out of wedlock. 1o establish the child
support obligation of a responsible
parenl. and to enforce a support
obligation, including spousal support if
appropriate. R

B. By adding a new § 322.30 to read as
follows:

§302.30 Publicizing the aval'abilityol -
support enforcement services.

Effective October 1, 1985, the State
plan shall provide that the State will
publicize regularly and frequently the
availability of support enforcement
services under the plan through public
service announcements. Publicity must
include information on any application
fees which may be imposed for such
services and a telephone number or
postal address where further
information may be obtained.

C.1. By revising § 302.31 to read as
follows:

§302.31 Establishing paternity and
securing support.

The State plan shall provide that:

(a) The IV-D agency will undertake:

(1) In the case of a child born out of
wedlock with respect to whom an
assignment under § 232.11 of this title or
section 471(a)(17) of the Act is effective,
to establish the paternity of such child:
and Y

(2) In the case of any individual with
respect to whom an assignment under
§ 232.11 of this title or section 471(a)(17)
of the Act is effective, to secure support
for a child or children from any person
who is legaliy liable for such support,

* using State laws and reciprocal

arrangements adopted with other States
when appropriate. Effective October 1,
1985, this includes securing support for a
spouse or former spouse who is living
with the child or children, but only if a
support obligation has been established
for that spouse and the child support
obligation is being enforced under the
title IV-D State plan.. -. : )
(b) Upon receiving notice from the IV-
A or IV-E agency that there has been a -
claim of good cause under § 232400f = _
this title, the IV-D agency will suspend -
all activities to establish paternity or . -~
secure support until notified of a final -
determination by the IV-A or IV-E

- agency.--. . - . L

(c) The IV-D age_n;:} will not .-" i
undertake to establish paternity or - .- -
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secure support in any case for which it

has received notice from the IV-A or

]V-E agency thal there has been a
finding of good cause pursuant to
§§ 232.40 through 232.49 of this title

unless there has been a determination

by the Stale or local IV-A or IV-E

agency that support enforcement may

proceed without the participation of the

caretaker or other relative. If there has

Leen such a determination, the IV-D

agency will undertake to establish |

paternity or secure support but may not
involve the caretaker or other relative in

such undertaking.
§302.32 and § 302.33 [Amended]

C.2. By substituting the word “that”

for the word “if”" and the words *provide

services” for the words “collect and

distribute current support gayments™ in

the last sentence of § 302.32(b). and
amending § 302.33 by revising

paragraphs (a), (b) and (c) to read as

applying for IV-D services or pay the
application fee out of State funds.

(ii) The State may recover the
application fee from the.absent parent
who owes a suppor! obligation to a non-
AFDC family on whose behalf the IV-D
agency is providing services and repay
it to the applicant or itself.

(iii) State funds used to pay an
application fee are not program
expenditures under the State plan but
are program income under § 304.50 of
this chapter. o

(iv) Any application fee charged must
be uniformly applied on a statewide
basis and must be:

(A) A flat dollar amount not o exceed
$25 (or such higher or lower amount as
the Secretary may determine to be
appropriate for any fiscal year to reflect
increases.or decreases in administrative
costs): or

(B) Ar amount based on a fee
schedule no! to exceed the flat dollar

the dale of collection shall be the date
on which the payment is received by the
IV-D agency in the State in which the
family is receiving aid. In any case in.
which collections are received by an
enlity other than the agency responsible
for final distribution under this section,
the entity must transmit the colicction
within 10 days of receipt.

(c) Effective October 1, 1984,
whenever a family ceases to receive
assistance under the title IV-A State
plan, the IV-D agency must;

(1) Continue to provide all appropriate
title IV-D services for a period not to
exceed three months from the month
following the month in which the family
ceased to receive assistance under the
title IV-A State plan. The Stale may not
charge fees or recover costs from
support collections and must pay all
amoun!s coliected which represent
monthly support payments to the family;

} : amount specified in peragraph i 4
- follows C2)v)LA) of this section. The fee (2) Notify the family before the end of
§302.33 Individuals not otherwlse eligible  ¢-hedule must be based on the the period specified in paragraph (e)(1)

for paternity and support services.

(a) Availability of services. The State

plan must provide that the support

coliection or palernity determination
services established under the plan shall
be made available to any individual not
receiving assistance under the Aid to

Families with Dependent Children
(AFDC) program who files an

application for the services with the V-
D agency. In an interstate case, only the

initiating State may require an
application under this section.

(b) Definitions. For purposes of this

seclion: -
“Applicant’s income™ means the

disposable income available for the

applicant's use under State law.

(c) Application fee. (1) Until October

1. 1985, the State plan may provide for -

an application fee to be charged each

individual who applies for services

under this section. If the State elects to

charge a fee, the State plan shall specify

either:

(i) A flat dollar amount not to excee;’.

25 to be charged each applicant; or
(ii) A fee schedule to be used to

determine the fee to be charged each

applicant. Such fee schedule will be -

based on each applicant’s income and

the application for'such services by - -

_ thcse most in need of them. -

(2) Beginning October 1, 1985, the -

applicant’s income.

(v) The State may allow the
jurisdiction that collects support for the
State under this part to retain any
application fee collected under this
section.

(3) In an interstate case, the 5
application fee is charged by the State
where the individual applies for services
under this section.

- - - - .-

§ 302.35 [Amended]
D. By removing § 302.35(d).
E. By revising § 302.51 (a) and (¢) to
read as follows:

§302.51 Distribution of support
collections.

The State plan shall provide as
follows: :

(a) For the purposes of distribution

* under this section, amounts collected

~shall be treated first as payment on the
required support obligation for the
month in which the support was
collected and if any amounts are
collected which are in excess of such
amount, these excess amounts shall be
trealed as amounts which represent -
payment on the required support
obligation for previous months. (The IV-
D agency may round off the converted
amount to whole dollar amounts for the
purposes of distribution under this . "~

A

section, § 302.52 and § 303.52.) The date

of this section of the consequences of

_continuing to receive IV-D services, '

including the available services and the
State's fees, cost recovery and )
distribution policies. The notice must
inform the family that services will be -
continued unless the IV-D agency is
notified to the contrary; ’ i

(3) At the end of the period referred to
in paragraph (e)(1) of this section, if the
IV-D agency is authorized to do so by
the individual on whose behalf the
services will be rendered. continue to
provide all appropriate title IV-D )
services and pay any amounts collected
which represents monthly support
collections to the family in accordance
with the requirements of § 302.33 of this
part, except that the IV-D agency may
not require any formal application or
impose any application fee; and

(4) Report collections under this
paragraph as non-AFDC collections.

- Ll -
o -

§§ 302.50, 304.20, 305.25 and 305.27 -
[Amended] ! . o oue

F. By inserting the phrase "or section -
471(a)(17) of the Act” immediately after
the phrase "§ 232.11 of this title” in the
following sections: Sections 302.50(a),
304.20(a)(1), 305.25(a)(1) and 305.27(a).

G. By adding a new § 302.52 toread as _
follows:, ., . e oo

§ 302.52 Distribution of support collected -

t
\ will be designed so as not to discourage
]

in Title IV-E foster care maintenance cases. _
Effective October 1, 1984, the State. -
“plan shall provide as follows: _  ~ |
(a) For purposes of distribution under -
this section, amounts'collected in foster .
care maintenance cases shall be treated

State plan must provide thatan ™ of collection shall be the date on which
the payment is received by the IV-D
agency or the legal entity of the State or
political subdivision actually making the
collection on behalf of the IV-D agency.
For purposes of interstate collections, -

it application fee will be charged for each
-__ﬁﬁ.-h,.;mzdividgal who applies for services -~
%ﬂ-‘j}:" derthis section. Under this paragraph:

25 ==={]) The Stale shall collect the

S 77 = application feé from the individual .~

4
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in accordance with the provisions of
& 302.51(a) of this part.

(b) The amounts collected as support
by the IV-D agency under the State plan
on behaif of children for whom the State
is making Tosler care mainlenance
payments under the title IV-E State plan
and for whom an assignment under
section 471(a)(17) of the Act is effective
shall be distributed as follows:

(1) Any amount that is collecled in a
month which represents payment on the
required support obligation for that -
month shall be retained by the State to
reimburse itself for foster care i
maintenance payments. Of that amount -
retained by the State as reimbursement
for that month's foster care maintenance
payvment, the State IV-D agency shall
determine the Federal government's
share so that the Stale may reimburse
the Federal government to the extent of
its participation in financing of the
foster care mainlenance payment.

(2) If the amount collected is in excess
of the monthly amount of the foster care
maintenance payment but not more than
the monthly support obligation. the State
mus! pay the excess to the State agency
responsible for supervising the child's
placement and care under section
472(a)(2) of the Act. The State agency
must use the money in the manner it
determines will serve the best interests -
of the child including:

(i) Setting aside amounts for the
child’s future needs; or

(ii) Making all or part of the amount
available to the person responsible for
meeting the child’s daily needs to be
used for the child’s benefit. :

(3) If the amount collected exceeds the
amount required to be distributed under
paragraphs (b](1) and (2) of this section,
but not the total unreimbursed foster
care maintenance payments provided ’
under title IV-E or unreimbursed -
assistance payments provided under
title IV-A, the State shall retain the
excess to reimburse itself for these
payments. If past assistance or foster

"care mainlenance payments are greater
than the total support obligation owed, .
the maximum amount the State may
retain as reimbursement for such

‘pavments is the amount of such*
obligation. If amounts are collected
which represent the required support
obligation for periods prior to the first
month in which the family received .
assistance under the State's title IV-A .
plan or foster care maintenance .
payments under the State's title IV-E .
plan. such amounts may be retained by -

share of the amoun! so that the State
may reimburse the Federal government
to the extent of its participation in
financing the assistance payments and
foster care maintenance payments.

(4) Any balance shall be paid 1o the
State agency responsible for supervising
the child's placement and care and shall
be used to serve the best interests of the
child as specified in paragraph (b)(2) of
this section.

(5) If an amount collected as support
represents payment on the required
support oblization for future months, the
amount shzll be applied to those future
months. However. no amounts shall be
applied to future months unless amounts
have been collected which fullv satisfy
the support obligation assigned under
§ 23211 of this title and sections
471(a)(17) of the Act for the current
month and all past months.

(c) When a State ceases making foster
care maintenance pavments under the
State's title IV-E State plan, the
assignment of support rights under
section 471(a)(17) of the Act terminates
except for the amount of any unpaid
support that has accrued under the

. assignment. The IV-D agency shall

attempt 1o collect such unpaid support.
Under this requirement, any collection
made by the State under this paragraph
must be distributed in accordance with
paragraph (b)(3) of this section.

H. By adding a new § 302.54 to read as
follows:

§302.54 Nolice of collection of assigned
_support.

(a) Effective October 1, 1585, the State
plan shall provide that the IV-D agency,
at least annually, mus! send a notice of
the amount of suppor! payments
collected during the past vear to-
individuals who have assigned rights to
support under § 232.11 of this title.

(b) The notice must list separately
payments collected from each absent
parent when more than one absent
parent owes support to the family and
must indicate the amount of support
collected which was paid to the family.

I. By adding a new § 302.55 to read as
follows: ] .

§ 302,55 Incentive payments to Stales and
pelitical subdivisions. - -

Effective Oclober 1, 1985, in order for
the State 1o be eligible to receive any
incentive payments under § 303.52 of -

this chapter, the State plan shall pruvitje_'

that, if one or more political * .+ - -

- follows: - ~ R
" §302.70 Requlred State laws, .. .

——————
for such period. as determined by the
Slale in accordance with § 305.52(d) of
this chapler, taking into account the
efficiency and effectiveness of the
political subdivision in carrying out the
aclivities under the State plan.

J. By adding a new § 302.56 to read as
foliows:

§ 302.56 Quidelines for setting child
support awards.

(a) Effective October 1. 1957, as a
condition for approval of its State plan,
the State shall establish guidelines by
law or by judicial or administrative
action for setting child support award
amounts within the Stale. ; -

(b) The State shall have procedures
for making the guidelines available to all
persons in the State whose duty itis to
set child support award amounts, but
the guidelines need not be binding on
those persons.

(c) The guidelines must be based on

" specific descriptive and numeric criteria

and result in a computation of the
support obligation. ‘

(d)The State must include a copy of
the guidelines in its State plan.

K. By adding a new § 302.57 to read as
follows:

§ 302.57 Procedures for the payment of
support through the IV-D agency or other
entity. ) :

(a) Effective October 1, 1985, the State
may have in effect and use procedures
for the payment of support through the
State IV-D agency or the entity
designated by the State to administer
the State's withholding system upon the ~
request of either the absent parent or

_custodial parent, regardless of whehter .

or not arrearages exist or withholding
procedures have been instituted.

(b) If the State opts to establish
procedures described in paragraph (a) of

. this section, the Statle must:

(1) Monitor all amounts paid and the
dates of payments and record them on
an individual payment record;

(2) Ensure prompt payment to the
custodial parent; and -+=

(3) Require the requesting parent to -
pay a fee for the cost of providing the
service not to exceed $25 annually and
not to exceed State costs. s

L. By adding a new § 30270 toread as

(a) Required laws. Effective October_ -

subdivisions of the State participate in i3
the costs of carrying out the activities' - -
. under the State plan during any period,. -

1, 1985, the State plan shall provide that, -
in accordance with sections 454(20) ar_xd
466 of the Act, the State has in effect + _

- w2 the State to reimburse the difference. - .
=== -= between such support obligation and

H

A
It

! !

i

7~ .s0ch payments. Of the amounts retained each such subdivision shall be entitled -~ laws providing for and has implemenfed . .
Zii=Teeaby-the State, the State IV-D agency shall . to receive an appropriate share of any- - the following procedures to improve . _
AT == incentive payments made to the State - ¥ g0

=+ delermine the Federal government's programs e[fecti\repéal:‘ DT
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(1) Procedures for carrying out a
program of withholding under which
new or exisling suppor! orders are
subject to the State law governing
withholding so that a portion of the
absent parent’s wages may be withheld,
in nccordance with the requirements set
forth in § 303.100 of this chapter;

(2) Expedited processes lo establish
and enforce child suppor! obligations
having the same force and effect as
those established through full judicial®
process. in accordance with the

- reguirements set forth § 303101 of this
ch ap\er

(3) Procedures for obtaining cverdue
support from State income tax refunds

on behalf of recipients of aid under the ~

State's title IV-A or IV-E plan with
respect to whom an assignment under

§ 232.11 of this title or secison 471{a)(17)
of the Act is effective, and on behalf of
individuals who apply for services under
§ 302.33 of this part in accordance with
the requirements set forth in § 303.102 of
this chapter;

(4) Procedures for the imposition of
liens against the real and personal
property of absent parents who owe
overdue support, in accordance with the
requirements set forth in § 303.103 of
this chapler;

(5) Procedures for the establishment of
paternity for any child at least to the
child’s 18th birthday;

(6) Procedures which require that an
absenl parent give security, post a bond,
or give some other guarantee o secure
payment of support, in accordance with
the procedures set forth in § 303.104 of
this chapter;

(7) Procedures for making information
regarding the amount of overdue support
owed by an absent parent available to
consumer reporting agencies, in
accordance with § 303.105 of this
chapter; and

(8) Procedures under which all child -
support orders which are issued or
modified in the State will include
provision for withholding from wages, in
order to assure that withholding as a
means of collecting child support is
available if arreareages occur without
the necessity of filing application for
services under § 302.33 of this part. in
accordance with § 303.100(h) of Lh.u
chapler.

(b) A State need not apply a
procedure required under paragraphs (a)
* (3). (4). (6) and (7) of this section in an
individual case if the State determines’
that it is not appropriate using-
guidelines generally available to the
pubhc which take into account the

wyment record of the absent parent, the

- ‘changed circumstances continue to

which no other remedy is being used to

"be inappropriate.

[c) State laws enacted under this
section mus! give Stales sufficient
authority to comply with the
requirement!s of §§ 303.100 through
303.105 of this chapter. ' .

(d)(1) Exemption. A Stale may apply
for an exemption {rom any of the
requirements of paragraphs (a)(1)
through (8) of this section by the
submittal of a request for exemption to
the appropriate Regional Office.

(2) Basis for granting exemption. The
Secretary will grant a State, or political
subdivision in the case of paragraph
(a)(2). an exemption from any of the
requirements of paragraphs (a)(1)
through (8) of this section for a period

‘not to exceed three vears if the State

demonsirates that co-nphance would not
increase the effectiveness and efficiency
of its Child Support Enforcement
program. Demonstration of the
program’s efficiency and effectiveness
must be shown by actual, or. if actual is
not available. estimaled dala pertaining
to caseloads, processing times,
administrative coslts, and average
support collections or such other actual
or estimated data as the Office may
request. The State must demonstrate to
the satisfaction of the Secretary that the
program’s effectiveness would not
improve by using these procedures. -
Dlsapprov. al of a request! for exemptlon
is not subject to appeal.

(3) Review of exemption. The
exemption is subject to continuing
review by the Secretary and may be
terminated upon a change in
circumstances or reduced effectiveness
in the State or political subdivision, if
the State cannot demonstrate that the

warrant an exemption in accordance
with this section.

(4) Reguest for extension. The State
must request an extension of the
exemption by submitting current data in. -
accordance with paragraph (d)(2) of this
section 90 days prior to the end of the
exemption period granted under
paragraph (d)(2) of this section.

(5) When an exemption is revoked or
an extension is denied. If the Secretary
revokes an exemption or does not grant
an extension of an exemplion, the State
must enact the appropriate laws and
procedures to implement the mandalory
practice by the beginning of the fourth
month after the end of the first regular,

date the exemption is revoked or the

of the fourth month after the date the
exemption is revoked.

M. By adding a new § 302.75 to read
as follows:

§302.75 Procedures for the Imposition of
late payment fees on absent parents who
owe overdue support

(a) Effective September 1, 1984, the
State plan may provide for imposition of
late payment fees on absent parents
who owe overdue support.

(b) If a State opls to impose late
paymen! fees—

(1) The late payment fee must be
uniformly applied in an amount not less
than 3 percent nor more than 6 percent
of overdue support.

(2) The fee shall accrue as arrearages
accumulate and shall not be reduced
upon partial payment of arrears. The fee
may be collected only after the full

_amount of overdue support is paid and

any requirements under State law for
notice to the absent parent have been
met. -

{3) The collection of the fee must not

directly or indirectly reduce the amount -

of current or bverdue support paid to the _
individual to whom it is owed.

(4) The late payment fee must be
imposed in cases where there is an
assignment under § 232.11 of this title or
section 471(a)(17) of the Act or where an
application for services has been filed
under § 302.33 of this part.

(5) The State may allow Tees collecled
to be retained by the jurisdiction making
the collection.

(6) The State must reduce its
expenditures claimed under the Child
Support Enforcement program by any
fees collected under this section in
accordance with § 305.50 of this chapter.

" §§ 303.2 through 303.5 and 303.7

[Amended]

N. By removing the phrase “pursuant
to § 235.70 of this title” in §§303.2

" through 303.5 and adding the words “or

V-E" between the words “IV-A~ and
“plan™ in § 303.7(b)(1).
O. By revising i 303.52 lo read as
follows: -

§303.52
political subdivisions -
(a) Definitions. For the purposes of
this section:
“AFDC collections™ means support
collections satisfying an assigned °

including collections treatedin = .*
~ accordance with paragraph (b)(4](u] uf

- this section.

~

‘Incentive paymenu to Stalel and -

* support obligation under § 23211 of this_

- title or section 471(a)(17) of fhe Act,

- special, budget or other session of the - - ‘
_ State's legislature which ends after the --

*Non-AFDC collections” means
support collections, on behalfor - -~ <
individuals receiving services under this °

exlension Is denied. If no State lawis -
necessary, the Stale must establish and
be using_the procedure by the beginning "

P ava_j}ib'hu of other remedies, and other -
- televant considerations. The guidelines

"”'*‘*mmut detérmine a majority of cases in :

A
-~



LT Tewa, O -
-'-l' LAY
o '

: - Federal Register / g 50, No. 90 / Thursday, May 9, 1985 gules and Regulations

;gEE'::_,_-“—,‘-""""fi!j 4105 pércenl in Bscal year 1988.

19651

title. satisfving a support obligation
which has not been assigned under

§ 232.11 of this title or section 471(a)(17)
of the Act. including collections treated
in accordance with paragraph (b)(4)(ii)
of this section and colleclions made
under §§ 302.51(e) of this chapter.

“Political subdivision™ means a legal
cntity of the State as defined by the
State. including a lega! entity of the
political subdivision so defined. such as
a Prosccuting or District Attorney or a
Friend of the Court.

“Total IV-D administrative costs"
means total IV-D administrative
expenditures claimed by a staleina
specified fiscal year adjusted in-
accordance with paragraphs (b)(3)(iii),
(b)(4)(iv) and (b)(4)(v) of this section.

(b) Incentive payments to Slates.
Effective October 1.mG85. the Office
shall compute incentive payments for
States for a fiscal year in recognition of
AFDC collections and of non-AFDC
collections. >

(1) A portion of a State's incentive
payvment shall be computed as a
percentage of the State's AFDC .
collections. and a portion of the .
incentive payment shall be computed as
a percentage of its non-AFDC -
callections. The percentages are
determined separately for AFDC and
rnon-AFDC portions of the incentive. The
percentages are based on the ratio of the
State's AFDC collections to the State's
total administrative costs and the
State's non-AFDC collections to the
State total administrative costs and the

tate's non-AFDC collections to the
Stale's total administrative costs in
accordance with the following schedule.

| Percent of

Rato o! codestions 10 tctal V-0 sdmnavalve | colecuon
costs pad ms an

ncenive

Less than 14 ... - = 80
Al weast 14 o 65
Alieast 16 - 70
Al least 18 : 5 75
A least 20 - 8D
At lgast22 8BS
Al least 24 ... 90
Al least 26 3 95
At least 28 100

(2) The ratios of the State's AFDC and
non-AFDC collections to total IV-D
administrative costs will be truncaled at
one decimal place. 57

(3) The portion of the mcenlive
payment paid to a State for a fiscal year

_in recognition of its non-AFDC . .
colleclions is limited to the percentage
of the portion of the incentive payment
paid for that fiscal year in recognition of

-i“ AFDC cn“eclluns. as I'ollows. -

- e pwa o e

e

ks
et
-

(iii) 110 percent in fiscal vear 1989;
and

(iv) 115 percent in fiscal year 1990 and
tkereafter.

(4) In calculating the amount of
incentive payments. the following
conditions apply: -

(i) Only these AFDC and non-AFDC
collections distributed and experditures
claimed by the State in the fiscal year

shall be used to determine the incentive |

payment payable for that fiscal year;

(ii) Support collected by one State on
behalf of individuals receiving IV-D
services and parenls residing in another
State shall be treated as having been
collected in full by each State;

(i1i) Fees paid by individuals,
recovered costs. and program income
such as interest earned on collections
shall be deducted from total IV-D
acministrative costs;

(iv) At the option of the State,
laboralory costs incurred in determining
paternity may be excluded from total
IV-D administrative costs; and

{v) Amounts expended by the State in
carrying out a special project under
section 455(e) of the Act shall be
included in the State's total IV-D
administrative costs.

(c) Payment of incentives. (1) The
Office will estimate the total incentive
payment that each State will receive for
the upcoming fiscal year.

(2) Each State will inciude one-quarter
of the estimated total payment in its
quarterly collection report which will
reduce the amount that would otherwise
be paid 1o the Federal government to
reimburse its share of assistance
payments under §§ 302.51 and 302.52 of
this chapler.

(3) Following the end of a fiscal year,
the Office will calculate the actual
incentive payment the State should have
received based on the reports submitted
for that fiscal year. If adjustments to the
estimate made under paragraph (c)(1) of
this section are necessary, the State's
IV-A grant award will be reduced or
increased because of over- or under-
eslimales for prior quarters and for ° .
other adjustments.

(4) For EY 1985, the Office will -
calculate a State's incentive payment
based on AFDC collections retained by
the State and paid to the family under
§ 302.51(b)(1) of this chapter."

(5) For FY 1986 and 1987, a State will -

receive the higher of the amount due it _
under the incentive system and Federal

matching rate in effect as FY 1986 or 80 -

percent of what it would have received

under the incentive system and Federal I

matching rate in elfect during FY 1985.
(d) Pass through of incentives to - -

political subdivisions. The Stale must

. A

calculate and promptly pay incentives to
political subdivisions as follows:

(1) The State IV-D agency must
develop a standard methodology for
passing through an appropriate share of
its incentive payment to those political
subdivisions of the State the participate
in the cosls of the program, taking into
account the efficiency and effectiveness
of the activities carried out under the
State plan by those political
subdivisions. In order to reward -
efficiency and effectiveness, the
methodology also may provide for
payment of incentives to other political
subdivisions of the State that administer
the program.

(2) To ensure that lhe standard
methodology developed by the State
reflects local participation. the State IV=
D agency must submit a draft
methodology to participating political
subdivisions for review and comment or
use the rulemaking process available
under State law to receive local input.

(e) Information in interstate cases. If a
State or political subdivision requests
another State or political subdivision to
make a collection, the State where the
case originales must identify the case as .
an AFDC, non-AFDC or foster care
maintenance case at the time of the
request and at any time the case
changes status,

(f) Time frames and use of codes. [1]
A State or political subdivision that
makes a collection on behalf of another
State, political subdivision of another
State or an individual who resides in
another State who has applied for IV-D
services shall transmit the entire amount
of the collection to the location specified
by the State where the case originated,
no later than 10 days after the collection
was received.

(2) The collecting State or political
subdivision forwarding a support

- collection to another State or political

subdivision must include, as SRS
appropriate, the code identifying the - -:
collecting State or political subdmsmn
as defined in: -

(i) The Federal lnformahcn Processing
Standards Publication (FIPS) issued by
the National Bureau of Standards; or -

(ii) The Worldwide Geographical
Location Codes issued by the General

.Services Administration. . =

(3) The State or political subdmsmn
where the case originated shall use the -
codes to track the collection.. .- -,

P. By revising § 303 72t0 read as _°
follows: - ey

§ 303.72 Heq-.:ests for collection of pnt-_
due support by Federal tax refund otfset

(a) Past-due support qualifyirg for. .
affset. Past-due support as defined in _

. -
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_§ 301.1 of this chapter qualifies for offset

]{'{1} There has been an assignment of
the support rights under § 232.11 of this
title or section 471(a)(17) of the Acl to
the State making the request for offset or
an application for IV-D services filed
with the IV-D agency under § 302.33 of
this chapler.

(2) For support which has been
assigned to the Slate under § 232.11 of
this title or section 471(a) [17) of the Act:

(i) The amount of the support is not
less than $150; and

(ii) The support has been delinquent
for three months or longer.

(3) For support owed in cases where
an application for IV-D services is filed
with the IV-D agency pursuant to
§ 302.33 of this chapter:

(i) The support is owed #® or on behalf
of a minor child;

(ii) The amount of support is not less
than $500;

(iii) At State option, the amount has

~ accrued since the State IV-D agency

began to enforce the support order; and

{iv) The State has checked its records
to determine if an AFDC or foster care
maintenance assigned arrearage exists
with respect to the non-AFDC individual
or family.

(4) The IV-D agency has in its records:

(i) A copy of the order and any
modifications upon which the amount
referred is based which specify the date
of issuance and amount of support:

(ii) A copy of the payment record, or,
if there is no payment record, an
affidavit signed by the custodial parent
attesting to the amount of support owed;
and

(iit) In non-AFDC cases, the custodial
parent’s curren! address. :

(5) Before submittal, the State IV-D
agency has verified the accuracy of the

name and social security number of the -

absent parent and the accuracy of the
past-due support amount, If the State
IV-D agency hes verified this
information previously, it need not
reverify it. _

(6) A notification of liability for past-
due support has been received by the
Secretary of the Treasury as prescribed
by paragraph (c)(2) of this section.

(b) Notification to OCSE of liability.
for past-due support. (1) A State IV-D
agency shall submit a notification (or
notifications) of liability for past-due
support on a magnetic tape to the Office
by the submittal date specified by the
Office in instructions. - . - ;

(2) The notification of liability for
st-due support shall contain with .
sect 16;each delinquency;

~-[i} The name of lhe__la)_cp_a)[erlw}lo' §

e'past-due support -

o _[ii]';I%e social security number of that

taxpayer;

st
-

T

_ Parents: . . oat
(i) Of their right to contest the State’s )

(iii) The amount of past-due support
owed;

(iv) The State codes as contained in
the Federal Information Processing
Standards (FIPS) publication of the
National Bureau of Standards and also
promulgated by the Genera! Services
Administration in Worldwide
Geographical Location Codes; and

(v) Whether the past-due supportl is
due an individual who applied for
services under § 302.33 of this chapter.

(3) The notification of liability for
.past-due support may contain with
respect to each delinquency the
taxpayer’s IV-D case number and FIPS
code for the local IV-D agency where
the case originated.

(c) Review of reques:s by the Office.
(1) The Deputy Director will review each
request to determine whether it meets
the requirements of this section.

(2) If a request meets all requirements,
the Deputy Director will transmil the
request to the Secretary of the Treasury
and will notify the State IV-D agency in
writing of the transmittal.

(3) If a request does not meet all
requirements, the Deputy Director will
attempt lo correct the request in
consultation with the State IV-D agency.

(4) If a request cannot be corrected
through consultation, the Deputy
Director will return it to the State IV-D
agency with a written explanation of
why the request could not be
transmitted to the Secretary of the
Treasury.

(d) Notification of changes in case

- status. (1) The State referring past-due
support of offset must, in interstate
situations, notify any other State
involved in enforcing the support order
when it submits an interstate case for
offset and when it receives the offset
amount from the IRS.

i (2) The State 1V-D agency shall within

time frames established by the Office in
instructions, notify the Deputy Director
in writing of any deletion of an amount
referred for collection by Federal tax
refund offset or any decrease in the
amount if the decrease is significant
according to guidelines developed by
the State. The notification shall contain

. the information specified in paragraph -

(b) of this section.

(e) Notices of offset. (1) Advance. The
Office, or the State IV-D agency if it
elects to do so, shall send a written
advance notice to inform an absent
parent that the amount of his or her
past-due support will be referred to the
IRS for collection by Federal tax refund
offset. The notice must inform absent

— -

I

determination that past-due support is
owed or the amount of past-due support;

(ii) Of their right to an administrative
review by the submitting State or at the
absent parent's request the State with
the order upon which the referral for
offset is based;

(iii) Of the procedures and timeframe
for contacting the IV-D agency in the
submitting State to request -
administrative review: and

(iv) That. in the case of a joint return,
the IRS will notify the absent parent's
spouse at the time of offset regarding the
steps to take to protect the share of the
refund which may be payable to that
spouse. If the IV-D agency sends the
notice, it must meet the conditions
specified by the Office in instructions.

(2) At offset. The IRS will notify the
absent parent that the offset has been
made. The IRS will also notify any
individual who filed a joint return with
the absent parent of the steps to take in
order to secure a proper share of the
refund.

(f) Procedures for contesting in
interslate coses. (1) Upon receipt of a .
complaint from an absent parent in
response to the advance notice required
in paragraph (e)(1) of this section or
cencerning a tax refund which has
already been offset, the IV-D agency
must send a notice to the absent parent
and, in non-AFDC cases the custodial

. parent, of the time and place of the

administrative review of the complaint
and conduct the review to determine the
validity of the complaint.

(2) If the complaint concerns a joint _
tax refund that has not yet been offset,
the IV-D agency must inform the absent
parent that the IRS will notify the absent
parenl’s spouse at the time of offset
regarding the steps to take to secure his
or her proper share of the refund. If the
complaint concerns a joint tax refund
which has already been offset, the IV-D
agency must refer the absent parent to

" the IRS, :

_ section. -

. parent promptly, - - -

(3) If the administrative review results
in a deletion of, or decrease in, the
amount referred for offset, the [IV-D
agency must notify OCSE in writing
within time frames established by the -
Office and include the information
specified in paragraph (b) of this

(4) If, as a result of the administrative -
review, an amount which has already
been offset is found to have exceeded * - .
the amount of past-due support owed,’
the IV-D agency must take steps to —
refund the excess amount to the absent

(8) Procedures for contesting in .
interstate cases. (1) If the absent parent

" requests an administrative review in the =~

submitting State, the IV-D agency must _
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meet the requirements in paragraph {f)
of this section.

(2) If the complaint cannot be resolved
by the submitting State and the absent
parent requests an administrative
review in the State with the order upon
which the referral for ofiset is based, the
submitting State must notify the State
with the order of the requesi for an
administralive review and provide that
State with &ll necessary information,
including the information listed under
paragraph (a){4) of this section, within
10 days of the absent parent's request
for an edministrative review.

(3) The State with the order must send
a notice to the absent parent and, in
non-AFDC cases the custodial parent, of
the time and place of the administrative
review, conduct the review and make a
decision within 43days of receipt of the
notice and information from the
submitting State.

(4) If the administrative review results
in a deletion of, or decrease in, the
amount referred for offset, the State
with the order mus! notify the Office in
writing within time frames established
by the Office and include the -
information specified in paragraph {b) of
this section.

(5) Upon reso‘uhon of a complaint’
after an offset has been made, the State
with the order must notify the
submitting State of its decision
promptly. -

(6) When an administrative review is
conducted in the State with the order,
the submitting State is bound by the .
decision made by the State with the
order. .

{7) Based on the decision of the State
with the order, the IV-D agency in the
submitting State must take steps to
refund any excess amount to !he absent
parent promptly.

- (8) In compuling incentives under
§ 303.52 of this part, if the case is

_ referred to the State with the order for

an administrative review, the collections
made as a result of Federal tax refund -
offset will be treated as having been
collected in full by both the submitting
State and the State with the order.

(h) Distribution of collections. {1)
Collections received by the IV-D agency
as a result of refund offset to satisfy
AFDC or non-AFDC past-due support
shall be distributed as past-due support
as required under § 302.51(b) (4) and (5)
of this chapter.- -

v (2) Collecbons received by the IV-D
agency in foster care maintenance cases
shall be distributed as past-due support
under § 302. sszj (3) and (4) of this

2 chapter. *

=.13) The IV-D agency must inform’

VA,

-

individuals who apply for services under.
3‘&602.33 of this chapterm advance that

amounts offset will be applied first to
satisfy any past-due support which has
been assigned to the State under §232.11

" of this title or eection 471(a)(17) of the

Act and submitted for Federal tax
refund offseL

(4) If the amount collected is in excess
of the amounts reguired to be
distributed under §§ 302.51(b) (4) and (5)
or 302.52(b) [3) and (4) of this chapter,
the IV-D egency must repay the excess
to the absent parent whose refund was
offset or jointly to the parties filing a
joint return within a reasonable period
in accordance with State law,

(5) In cases where the Secretary of the
Treasury, through OCSE. notifies the
State that an cflset is being made to
satisfy non-AFDC past-due support from
a refund based on a joint return, the

tate may delay distribution until
notified that the unobligated spouse's
proper share of the refund has been paid
or for a period not to exceed six months
from notification of offset, whichever is
earlier.

16) Collections from offset may be
applied only against the past-due
support which was specified in the
advance notice described in paragraph
(e)(1) of this section.

(i) Payment of fee. (1) A refund offset
fee, in such amount as the Secretary of
the Treasury and the Secretary of
Health and Human Services have
agreed to be sufficient lo reimburse the
IRS for the full cost of the offset
procedure, shall be billed and collected
from the IV-D agency by the Secretary
of Health and Human Services or
designee and crediled to the IRS
appropriations which bore 2ll or part of
the costs involved in making the
collection. The fee which the Secretary
of the Treasury may impose with respect
to non-AFDC submittals shall not
exceed S25 per submittal.

(2) The State IV-D agency may charge
an individual who applies for services -
under § 302.33 of this chapter a fee not
to exceed $25 for submitting past-due
support for Federal tax refund offset.
The State must inform the individual in
advance of the amount of any fee
charged.

(j) Each State mvo}ved ina referra] of
past-due support for offset must comply
with instructions issued by the Office.

(k) Limitation of referral for offset of
non-AFDC past-due support. .

Offset of Federal income tax refunds
to satisfy past-due support in non-AFDC
cases is limited to refunds payable -
under section 6402 of the Internal - ¢
Revenue Code of 1954 after December
31, 1985, and before January 1, 1991  -.

Q. By adding new §§ 303.100 ﬂunugh
303.105 to read as follows: . 5

——

——

§303.100 Procedures for wage or Income
withholding.

(a) Withhelding requirement. (1) The
State mus! ensure that in the case of
each absent parent against whom a
suppori order is or has been issued or
modified in the State. and is being
enforced under the Stale plan, so much
of his or her wages mus! be wilthheld, in
accordance with this section, as is
necessary to comply with the order,

(2) In addition 1o the amount to be
withheld to pay the current month's
obligation, the amount to be withheld
must include an amount to be applied
toward liquidation of overdue support.

{3) The total amount to be withheld ~
under paragraphs {a)(1). (a)(2) and, if
applicable, (d)(1)(iii) of this section may
not exceed the maximum amount
permitted under section 303(b) of the
Consumer Credit Protection Act (15
U.S.C. 1673(b)). _

(4) In the case of a support orderbeing
enforced under the State plan, the
withholding must occur without the
need for any amendment to the support
order involved or any further action by
the court or entity that issued it. The
State must take steps to implement the
withholding and to send the advance
notice required under paragraph [b) of
this section on the earliest of: {i) the
date on which the parent fails to make
payments in an amount equal to the
support payable for one month, {i) such
earlier date that is in accordance with
State law, or [iii) the date on which the
absent parent requests withholding.

(5) The only basis for contesting a
withholdingunder this sectionis a
mistake of fact, which for purposes of
this section means an errorin the
amount of current or overdue support ar
the identity of the alleged absent parent.

(6) If there is more than one notice far
withholding against a single absent
parent, the State must allocate amounts
available for withholding giving priority
to current support up to the limits .
imposed under section 303(b) of the
Consumer Credit Corporauon Act [15.
U.S.C. 1673(b)).

(7) The withholding muslbe carried
out in full compliance with all
procedural due process ;eguiremenls of
the State. . :

‘(8) Payment ofoverdue support upon
receipt of the notice required under -

paragraph [b)of this section may notbe -

the sole basis for not implementing
withholding. « . - - g =
(9) The State must have procedures

for promptly terminating the

withholding, but in no case should :
payment of overdue support be the sole

basis for termination of withholding... .
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(10) The State must have procedures
for promptly refunding to absent parents
amounts which have been improperly
withheld.

(b) Advance notice to absent parent.
(1) On the date the absent pzrent fails to
make payments in an amount equal to
the support pavable for one month, the
State mus! lake sleps lo send advance
nolice o the absent parent regarding the .
delinguency of support paymenlts and
the potential withholding. The notice
mus! inform the absent parent:

(i) Of the amount of overdue support
that is owed and the amoun! of wages
that wili be withheld;

(ii) That the provision for withholding
applies 1o any current or subsequnet
employer cr period of employment;

(iii) Of the procedures available for
contesting the witkholding ggd that the
only basis for contesting the withholding
is a mistzhe of fact; '

(iv) Of the period within which the
absent parent must contact the Statein .
order to contest the withholding and
that fzilure to contact the State within
the specified time limit will result in the
State notifying the employer to begin
withho!ding: and

(v) Of the actions the State will take if
the individual contests the withholding,
including the procedures established
under paragraph (c) of this section.

(2){i) The requirements for advance
notice lo the absent parent under
paragraph (b)(1) of this section and for
State procedures when the absent

-parent contests withholding in response
to the advance notice under paragraph
(c) of this section do not apply in the
case of any State which has a
withholding system in effect on August
16, 1984 if the system provides on that
date, and continues to provide, any
other procedures as may be recessary to
meel the procedural due process
requirements of State law.

(ii) Any State in which paragraph
(b)(2)(i) of this section applies must take
steps 1o send notice to the employer
under paragraph (d) of this section on~
the date on which the absent parent
fails to meke payments in an amount
equal to the support pavable for one -
month and must meet all other
requirements of this section.

(c) State procedures when the absenl
parent contests withholding in response
to the advance notice. The State must

_ establish procedures for use when an °
absent parent contests the withholding,
Within 45 days of advance notice to the -
absent parent under paragraph (b) of
this section, the State must: '

’5‘-‘4“ Prmude the absent parent an
"—-—eppoﬁneny to ptesent h:s or her case in .

(2) Determine if the wﬂhholdmg shall
occur based on an evaluation of the
facts, including the absent parent's
statement of his or her case:

(3) Notify the absent parent whether
or not the withholding is to occur end if
it is to occur, include in the notice the
time frames within which the’
withholding will begin and the
information given lo the employer in the
nolice required under paragraph (d) of
this section.

(4) If witkholding is to occur, send the
notice required under paragraph (d) of
this section.

(d) Notice to the employer. (1) To
initiate withholding. the State must send
the abscnt parent's emplover a notice
which includes the following:

(i) The amount to be withheld from
the ebseat parent's voages, and a
statement that the amount actually
withheld for support and other purposes,
including the fee specified under
paragraph (d)(1){iii) of this section, may
not be in excess of the maximum
amounts permitied undzr section 303(b)
of the Consumer Credit Protection Act
(15 U.S.C. 1873(b)):

(ii) That the employer must send the
emount to the State within 10 days of
the date the ebsent parent is paid,
unless the State directs that payment be
made to another individual or entity;

(ili) That, in addition to the amount
withheld under paragraph (d)(1)(i) of
this section, the employer may decucta
fee established by the State for
administralive costs incurred for each
withholding, if the State permits a fee to
be deducted:

(iv) That withholding is birdirg upon
the employer until further nolzce by the
State;

(v) That the employer is subject to a
fine to be determined under State law
for discharging an absent parent from
employment, refusing to employ, or
taking disciplinary action against any
absent parent because of the
withholding. --- 2

(vi) That tf the employer fails to -
withhold wages in accordance with the
provisions of the notice, the employer is
liable for the accumulated amount the -
employer should have withheld from the
absent parent's wages;

(vii) That the w;tﬁho‘dmg under thjs
section shall have priority over any -
other legal process under State law
against the same wa 3

(viii) That the em ?oyer may combine
withheld amounts from absent parents’
wages in a single payment to each + -

‘appropriate agency requesting

withholding and separately idenllfy‘lhe
portion of the single payment which is

attributable to each mdmdual absent

o PP

parent: i avwaat

(ix) That the employer must
impiement withholding no later than the
first pay period thal occurs after 14 days
following the date the notice was
mailed: end

(x) That the empleyer must notify the
State promptly when the absent parent
terminates employment and provide the
absent parent's last known address and
the name and address of the absent
paren!'s new employer, if known.

(2) If the absent parent fails to contact
the State to contest withholding within
the penod specified in the advance
notice in accordance with (b)(1)(iv) of
this section, the State must immediately
send the notice to the employer required
under paragraph (d)(1) of this section.

(3) If the absent parent changes
employvment within the State when a
withholding is in effect, the State must
netify the absent parent’s new employer
in accordance with the requirements of
paragraph (d)(1) of this secticn that the
withholding is binding on the new
employer.

(e) Administration of wage
withholding procedures. (1) The State
must cesignate a public agency to
administer wage withholding in -
accordance with procedures specified
by the State for keeping adequate
records 1o document, track, and monitor
support payments. The State may
designate public or private entities to
administer withholding on a State or
local basis under the supervision of the
State withholding agency if the entity or
entities are publicly accountable and
follow the procedures specified by the
State. The State may designate only one
entity to administer withholding in each
jurisdiction.

(2) Amounts withheld must be
distributed promptly in accordance with
section 457 of the Act and §§ 302.33,
302.51 and 302.52 of this chapter. The
State must reduce its IV-D expenditures
by any interest earned by the State's
designee on withheld amounts. ;

(f) Income withholding. The State may. .-
extend its system of withholdingto - -
include withholding from forms of - -
income other than wages, .

(g) Interstate withholding. (1) 'I'he ey

State law must provide for procedures to

extend the State’s withholding system -
so that the system will include -~ °

‘withholding from income or wages™ - -

derived within the State in cases where -
the applicable support orders weré -
issued in other States, .~ v .-

(2) The State law must requlre g

“+ employers to comply with a wlthholdlng

notice issued by the State.
(3) When withholding is required in a

* particular case, the State in which the -

" custodial parent epplied fortlv-D- - -~
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services must promptly notify the [V-D
agency of the State in which the absent
parent is emploved 10 implement
interstale withholding. The notice must
contain all information necessary to
carry out the withholding, including the
amount reguested to be withheld. a copy
of the support order and a statement of
arrearages. If necessary, the Statewhere
the support order is entered must
promptly provide the information
necessary to carry out the withholding
when requested by the State where the
custodial parent applied for services.

(4) Withholding must be implemented
promptly by the State in which the
absent parent is employed upon receipt
of the notice required in paragraph (g)(3)
of this section.

(5) The State in which the absent
parent is employedmust: .

(i) Provide notice to the absent parent
in accordance with the requirements in
paragraph (b) of this section;

(ii) Provide the absent parent with an
opportunity to contest the withholding in
accordance with paragraph (c) of this
section: and

{iii) Provide notice to the employerin
accordance with the requirements of
paragraph (d) of this section.

(iv) Notify the State in which the
custodial parent applied for services
when the absent parent terminates
employment within the Stale and
provide the name and address of the
absent parent and new employer, i
known.

(6) The withholding must be carried
out in full compliance with all °
procedural due process requirements of
the State in which the absent parent is
employed.

(7] Except with respect to when
withholding must be implemented which
is controlled by the State where the
support order was entered, the law and
procedures of the State in which the
absent parent is employed shall apply.

[h) Provision for withholding in new
or modified child support orders. Child
support orders issued or modified in the
State must have a provision for '
withholding of wages, in order to ensure
that withholding as a means of support
is availableif arrearages occur without
the necessity of filing an application for
IV-D services. This requirement does
not alter the requirement governing all
IV-D cases in paragraph (a)(4) of this
section that enforcement under the State

- plan must proceed without the need for .

- a withholding provision in the order. .

= §303.101 Expedited processes. -~ =
e -'(8) Definition.Expedited processes”
o “means administrative or expedited
Kfﬂ?jﬁ:;-'u;fig;&_@gga] processes or both which. . . ..
== -increases effectiveness and meet _ : . .

L Y iy

<

processing times specified in paragraph
(b){2) of fhis section and under which
the presiding officer is not a judge of the
courL

(b) Basic reguirement. (1) The State
must have in effect and use expedited
processes as specified under this section
toestablish and enforce support orders
in intrastate and interstale cases,

{2) Under expedited processes,
actions to establish or enforce support
obligations in IV-D cases must be
completed from the time of filing to the
time of disposition within the following
time frames: [i) 90 percent in 3 months;
(ii) 98 percent in 6 months; and (iii) 100
percentin 12 months. ’

(3) The State may include palernity
establishment in the expedited

-processes in effect in the State. -

(4) If a case involves complex issues
requiring judicial resolution, the State
must establish a temporary support
obligation under expedited processes
and may then refer to unresolved issues
to the full judicial system for resolution.

(c) Safeguards. Under expedited
processes:

(1) Orders established must have the
same force and effect under Statelaw as
orders established by full judicial
process within the State

{2) The due process rights of the
parties involved must be protected;

(3) The parties must be provided a
copy of the order; -

(4) There must be written procedures

for ensuring the qualification of residing

officers; g

(5) Recommendations of presiding
officers may be ratified by a judge; and

(6) Action taken may be reviewed
under the State's generally applicable
judicial procedures.

(d) Functions. The functions
performed by presiding officers under

. expedited processes must include at

minimum:

(1) Taking testimony and establishing -
a record; :

(2) Evaluating evidence and making
recommendations or decisions to
establish and enforce orders;

{3) Accepting voluntary
acknowledgement of support liability
and stipulated agreements setting the _
amount of support to be paid and, if the
State establishes paternity using
expedited processes, accepting .

~ voluntary acknowledgement of . .

paternity; and e -

(4) Entering default orders if the
absent parents does not respond to
notice or other State process wifthin a
reasonable period-of time specified by
the State. : o :

(e) Exemption for political _ - « .
subdivisions. A State may request an
exemption from the requirements of this .

section Tor a polifical subdivision on the
basis of the effectiveness and timeliness
of supportorder issuance and
enforcement within the political
subdivision. in accordance with the
provisions of § 30270(d) of this chepter.

§303.102 Collection of overdue support
by State income tax refund offset

(a) Overdue support qualifiing for
offset. Overdue support qualifies for
State income tex refund offset if;

(1) There has been an assignment of
the support obligation under § 232.11 of
this title or section 471(a)(17) of the act
to the State making (be request for offset
or an application for IV-D services fileq .
with the IV-D agency under § 302.33 of
this chapter. and

(2) The State does not determine,
using guidelines it must develop which
are generally available to the public,
that the case is inappropriate for
application of this procedure.

(b) Accuracy of amounts referred for
offset. The IV-D agency mus! establish
procedures to ensure that:

(1) Amounts referred for offset have
been verified and are accurate; and -

(2) The appropriate State office or

- agency is notified of any significant

reductions in (including an elimination
of) an amount referred Tor collection by
State income tax refund offset.

(c) Notice to custodiel parent in non-
AFDC cases. In non-AFDC cases, the
State must inform the non-AFDC -
custodial parent in advance if it will first
use any offset amount to satisfy any
unreimbursed AFDC and foster care
maintenance payments which have been
provided to the family. j

(d) Advance notice to absent parent.
The State must send a written advance
notice to inform the absent parent of the
referral for State income tax refund
offset and of the opportunity to contest
the referral. . .

(e) Procedures for contesting offset
and for reimbursing excess amounts . .
offset. (1) The State must establish .
procedures, which are in full compliance
with the State's procedural due process
requirements, Jor an absent parent to
use to contest the referral of overdue
support for State income tax refun
offset. :

{2) If the offset amount is.found to be
in error or to exceed the amount of
overdue support, the State IV-D agency -
must take steps fo refund the excess . :
amountin accordance with procedures
that include a mechanism for promptly - .
reimbursing the absent parent. -.". - -

(3) The State must establish - -*-
procedures for ensuring that in the event

-~

- of a joint feturn, the absent parent's” - -

spouse can apply for a share of the~".
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refund, if appropriate, in accordance
with State law.

() Fee for non-AFDC cases. In non-
AFDC cases. the State may charge a
reasonable fee to cover the cost of
collecting overdue support using State
tax refund offset.

(g) Distribution of collections. (1)
Within a reasonable time period in
accordance with State law, a State must
distribute collections received as a
result of State income tax refund offset:
(i) for an AFDC case under § 302.51(b)
(4) and (5) of this chapter, (2) or for a
foster care mainternance case Lnder
§ 302.52{b) (3) and (4) of this chapten;
(iii) for a non-AFDC case. by paying
offset amounts to the family first or
using them first to reimburse the State,
depending on the State's method for
distributing arrearage collecticns in non-
AFDC cases and must creci! amounts
offset on individual IV-D payment
records.

(2) If the amount collected is in excess
of the amoun!s required tobe .
distributed under paragraph (g)(1) of this
section, the IV-D agency must repay the
excess to the absent parent whose State
income tax refund was offset withina
reasonable period in accordance with
State law,

(3) The State must credit amounts
offset on individual payment records.

(h) Information to the IV-D agency.
The State agency responsible for
processing the State tax refund offset
must notify the State IV-D agancy of the
absent parent’s heme address and social
security number or numbers. The state
IV-D agency must provide this
information to any other State involved
in enforcing the support order.

i
§303.103 Prccedures for the Impesiticn of
liens against real and personal property.

(a) The State shall have in effect and
use procedures which require that a lien
will be imposed against the real and
personal property of an absent parent
who owes overdue support and who
resides or owns property in the State,

(b) The State must develop guidelines
which are generally available to the
public to determine whether the case is
inappropriate for application of this "
procedure.

§303.104 Frocedures for posting security,
bond or guarantee to secure paymenl of
cverdue support.

(a) The State shall have in effecl and
use procedures which require that
absent parents post security, bond or -
give some other guarantee to secure
payment of overdue support.

(b) The State must provide advance -
notice to the ebsent parent regarding the
... delinquency of the support payment and

LK)

[}
"
RS

the requirement of posting security,
bond or guarantee, and inform the
absent parent of his or her rights and the
methods available for contesting the
impending action, in full compliance
with the State's procedural due process
requirements.

(c) The State must develop guidelines
which are generally available to the
public to determine whether the case is
inappropriate for application of this
procedure.

§ 303.105 Procedures for making
Information availzble to consumer
reporting agencies.

(a) “Consumer reporting agency"
means any person which, for monetary
fees, dues, or on a cooperative nonprofit
basis, regularly engages in whole orin
pert in the practice of af-=er:‘.b..r-g or
evaivating consumer credit information
or other informaztion on ¢onsumers for
the purpose of furnishing corsumer
reports to third parties, and which uses
any means or facility of interstate
commerce for the purpose of preparing
or furnishing consumer reperts.

(b) For cases in which the amount
overdue support exceeds $1,000, the [V-
D agency must have in effect procedures

"to make information available to

consumer reporting agencies upon their
request regarding the amount of overdue
support owed by an absent parent. The
procedures must include use of
guidelines that are generally available to
the public to determine whether
application of this procedure is
inappropriate in a particular case. In
cases in which the overdue support is
less than §1,000, these procedures are at
the option of the State.

(c) The State IV-D agency may charge
the agency a fee not to exceed the actual
cost of the State of providing the
information under paragraph (b) of this

section.

(d) The IV-D agency must provide -
advance notice to the absent parent who
owes the support concerning the
proposed release of the information to -
the consumer reporting agency and must
inform the absent parent of the methods
available for conlesting the accuracy of
the information.

(e) The IV-D egency must comply
with all of the procedural due process
requirements of State law before_
releasing the information.

R. 1. By revising the introductory text

of § 304.20(b), (b)(1), (b)(1)(viii) and -
(b)[lj[vu:][D} to read as follows: . =

§ 304. 20 Avallab:llty and rate of Federll
financlal participation.
L L L] L] L I

(b) Services and ac-tivitie;‘fof‘whicﬂ'_'?? :
Federal financial participation will be

aveailable shall be those made pursuant
to the approved title IV-D State plan
which are determined by the Secretary
to be necessary expenditures properly
attributable to the Child Support
Enforcement program. except any

expenditure incurred in providing
location services to individuals listed in
§ 302.35(c)(4) of this title, including the
following:

(1) The administration of the State

- Child Support Enforcement program,

mc!udmgbul not limited to the
following:

* - - L] -

(viii) The establishment of agreemenln
with agencies administering the State's
title IV-A and IV-E plans in order to
establish criteria for:

L] - - - -

(D) The procedures to be used to
t-ansfer collections from the IV-D
agency to the IV-A or IV-E agency
before or after the distribution described
in § 302.51 or § 302.52, respectively, of
this chapter.

R.2. By deleting the phrase “or other
officials who make judicial decisions” in

_§ 304.21(b)(2) thru (4) and the phrase.

“and other officials who make judicial
decisions” in § 304.21(b)(5). '

S.1. By substi!uting the phrase

upphcab e ma!chmg rate” for 70

percent rate" “Herm er it appea's in 45
CFR Part 304.

S.2. By adding a new § 304.95 to read
as follows:

£ 2304.95 State Carnrn'ssians on Child
Support

(a) As a condition of the State's

eligibility for Federal payments under

titie IV-A or D of the Act for quarters
beginning more than 30 days after
August 18, 1084, and ending prior to
October 1, 1985, the Governor of each
State, on or before December 1, 1984,
shall appoint a State Commission on
Child Support. _

(b) Each State Commission appointed

under paragraph (a) of this section shall

be composed of members appropriately
representing all aspects of the child
support system, including custodial and
non-custodial parents, the IV-D agency,
the State judiciary, the executive and
legislative branches of the State
government, child welfare and social ..
services agencies, and others. -, .
(c) Each State Commission shall . -._
examine, {nvestigate and study the __ . -
operation of the State's child support : ., -
system for the primary purposeof . = -
determining the extent to which such

\

" system has been successful in securing :
“support and parental involvement both

for children who are eligible foraid
under a State IV-A or D p]an and for j A

.
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children who are not eligible for such
aid, giving particular attention to such
specific problems (among others) as
visitation, the establishment of
appropriate objective standards for
support. the enforcement of interstate
obligations, the availability, cost, and
effectiveness of services both to
children who are eligible for such aid
and to children who are not, and the
need for additional State or Federal
legislation to obtain support for all
children.

(d) Each State Commission shal]

submit 1o the Governor of the State and
mzke available to the public. no later
than October 1, 1985, a full and complete
report of its findings and
recommendations resulting from the
examination, investigation. and study
under this section, The Governor shall
transmit such repo™ to the Secretary
along with the Governor's comments
1Hereon

(e) None of the costs incurred in the -
establishment and operation of a State
Commission under this section, or
incurred by such a Commission in
carrving out its funclions under .
paragraphs (c) and (d) of this section,
shall be considered as expenditures
qualifving for Federal payments under
title IV-A and D of the Act or be
otherwise payable or reimbursable by
the United States or any agency thereof.

(f) A state shall not be required to
establich a State Commission under this
section and the preceding provisions of
this secticn shall not apply, if the
Secretary determines, at the request of
any State on the basis of information
submitted by the State and such other
information as may be available to the
Secretary, that such State—

(1) Has placed in effect and is
implementing objective standards for
the determination and enforcement of
child support obligations;

(2) Has established within the five
years prior to August 1964 a commission
or council with substantially the same

- functions as the State Commissions

provided for under this section; or

* (3) Is making satisfactory progress _

ltoward fully effective child support

enforcement and will continue to do so.
T. By revising § 305.22(a) to read as

follows:

§305.22 State financlal par‘liclpaﬂon.
(a) A State must parhmpate
financially by incurring the appl:cab]e

" Stale share of the program’s

administrative costs as follows:

FY 1983 through FY 1987—30 percent
FY 1988 and FY 1989—32 percent

FY 1990 and thereafter—34 percent; and

i
o
{0
&

§305.28 [Amended]

U. By inserting a comma and the
reference 302.52" after the reference
*302.51" wherever if appears in § 305.28.

PART 307—[ALENDED]

3.45 CFR Part 307 is amended as
follows:

A. By emending § 307.16 by
redesignating the introduclory phrase as
paragraph (a); paragraphs (a) and (b) as
paragraphs (a) (1) and (2); paragraphs
(b) (1) through (13) as paragrapns (a)(2)
(i) through (xiii); and paragraph (b)(4) (i)
through (iv) as paragraphs (a)(2)(iv) (A)
through (D): changing the reference to
paragraph (b)(1) in the old paragraph
(b)(2) to (a)(2)(i): and adding a new .
paragraph (b) to read as follows:

§307.10 Computerized support
enforcement programs.
- - - - -

(b) Effective October 1, 1534, a Stale
compulerized support enfercement
svstem established under paragraph (a)
of this section may facilitate the
develcpment end improvement of the
income withholding and other

procedures required under section 465(a)

of the Act and § 302.70 and §§ 303.100
through 303.105 of this chapter through:

(1) The monitoring of support
payvments;

(2) The maintenance of accurate
records of support payments; and

(3) The premp! notice 1o appropriate
officials of any suppor! arrcarages.

B. By amending § 307.15 by
substituting the phrase "§ 307.10(a)" for
“§ 307.10" wherever it appears in
paragraph (b)(7) and revising paragraph
(a) and paragraphs (b)(2) and (b)(5) to
read as follows:

§307.15 Approval cf advance planning
documents for computerized support
enforcement systems eligible for 90
percent FFP.

(a) Approval of an APD. The Office
shall not approve the initial and
annually updated APD unless the
document, when implemented. will carry
out the requirements of § 307.10(a) of
this part and the optional provision in
§ 307.10(b) of this part when elected by
the Stale. Conditions for APD approval
arebspemf'ed in lhrs section.

( ] - - -

(2) The APD must specify how the
objectives of the computerized support
enforcement system in § 307.10 will be
carried out throughout the State; this
includes a projection of how the
proposed system will meet the
functional requirements of § 307.10(a)
and the functional requirements’'of
§ 307.10(b) when elected by the State
and how the system will encompass all

political subdivisions in the State within
a reasonable period of time;

L] - - - -

(5) The APD must contain a
description of each component within
the proposed computerized support
enforcement system as required by
§ 307.10{a) and the optional compenent
of § 307.10(b) when elected by the State
and mus! describe information flows,
input data, and outpul reports and uscs:

- . - - ..

. C. By amending § 307.25 by revising
paragraph (b) to read as follows. The
introductory text of the section is shown
for the convenience of the reader and
contains no changes. :
§ 307.25 Review of computerized support
enforcement systems eligible for 90
percent FFP. .

The Office will on a continuous basis
review, assess and inspect the planning,
design, development, inslaliation,
enhancement and operation of
computerized support enforcement
svstems developed under § 307.10 of this
part to determine the extent to which .
such systems:

- - - - -

(b) Meet the conditions in § 307.10(a)
and the optional provision of § 307.10(b)
when elected by the State.

D. By amending § 307.30: (1) by
revising paragraphs (a)(2) and (b) 1o
read as follows, and (2) by revising
paragraph (c) to delete the cross
reference to 45 CFR 95.617 as set forth
below.

§307.30 Federal financial par.ﬁcipalion at
the 20 percent rate for computerized

‘'support enforcement systems.

.- =

(a)

(2) The Office determines:

(i) The system meets the requirements
specified in § 307.10({a); or

(ii) The system meets the
requirements spemi‘ed in § 307. IO{a] and
the optional pr0v1310'15 in § 307.10(b).

(b) Reimbursement of hardware and
proprietary software.

(1) Effective October 1, 1984, FFP at
the 90 percent rate is available in
expenditures for the rental or purchase
of hardware for the planning, design,
development, installation, enhancement
or operation of a computerized support
enforcement system as described in-

§ 307.10 (a) or § 307.10 (a) and (b).

(2) Effective October 1, 1984, FFP at
the 90 percent rate is available in
expenditures for the rental or purchase
of proprietary operating/vendor
software necessary for the operation of
hardware during the planning, design, .

development, installation, enhancement
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or operation of a computerized support
enrorcemcnt syslem in accordance with
the Comﬂuienzed Support Enforcement
System (CSES) Guide for enhanced FFP.
FFP at the 90 percent rate is not
available for proprietary application
software developed specifically for a
computerized support enforcement
system. [See § 307.35 of this part
regarding reimbursement at the
applicable malching rate.)

(c} HHS rights to software. The
Department of Health and Human ¢
Services reserves a royally-free, non-
exclusive and irrevocable license lo
reproduce, publish or otherwise use, and
to authorize others to use for Federal
government purposes, software,
software modifications, and
documentation developed under
§ 307.10. This license would permit the

L
E el |
="
—

Department to authorize the use of
software, software modifications and
documentation developed under § 407.10
in another project or activity funded by
the Federal government.

E. By amending § 307.35 by revising
the title, the introductory text, and
paragraph (a) to read as follows:

§307.35 Federal financial participztion at
the cpplicable matching rate for
compulerized support enforcement
systems,

Federal financial pa—t:c:pallon at the
applicable matching rate is available
only in compulerized support
enforcement systems expenditures for:

(a) The operation of a system that
meets the requirements specified in
§ 307.10{a) of this part and the optional
prevision of § 370.10(5) vwhen elected by

the State if the conditions for ADP
approval in § 307.15 of .hls part are met;
or s
. . . - - =

F. By substituting the phrase
“applicable matching rate” for *70
percent rate”™ wherever it appearsin
Part 307.
(Cataiog of Federal Domestic Assistance
Program No. 13.679, Child Support
Enforcement Program)

Dated: February 27, 1985.
R. Stephan.Rilchie,
Director, Office of Child Support
Enforcement.

Approved: March 22, 1985.
Margaret M. Heckler,
Secretary.
|FR Doc. B5-11021 Filed $8-85: 845 am]
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