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maintenance scheme Stage: Final

IA No: DWP00025 Source of intervention: Domestic

Lead department or agency: Type of measure: Secondary legislation
DWP: Child Maintenance and Enforcement Commission Contact for enquiries:

consultation.responses@-childmaintenance.g
si.gov.uk

Other departments or agencies:

Summary: Intervention and Options RPC Opinion: Amber

Cost of Preferred (or more likely) Option

Total Net Present Business Net Net cost to business per | In scope of One-In, Measure qualifies as
Value Present Value year (EANCB on 2009 prices) One-Out?

£19.5m £11.0m -£0.8m Yes | Out

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

As part of a radical reshaping of the child maintenance system a new statutory scheme will be introduced
using HMRC-sourced gross annual income data for the child maintenance calculation. The Child support
(Meaning of Child and New Calculation Rules) (Consequential and Miscellaneous Amendment) Regulations
2012 include changes to Deduction from Earnings Orders (DEOS) regulations necessitated by the new
scheme. DEOs impose a legal obligation on employers to deduct maintenance from a non-resident parent's
wages while ensuring a certain proportion of net earnings are retained. With the use of HMRC gross annual
income data for the maintenance calculation, the Commission will no longer hold the net income information
necessary to inform the employer of the protected net earnings proportion (expressed as a monetary
amount) or to instruct an employer on the frequency of deductions.

What are the policy objectives and the intended effects?

1. Amend DEO collection and enforcement regulations to take account of the new gross income-based
child maintenance scheme, allowing efficiencies intended for the scheme to be realised.

2. Ensure public expenditure is minimised.

3. Minimise the overall burden on employers following the introduction of the new scheme.

What policy options have been considered, including any alternatives to regulation? Please justify preferred

option (further details in Evidence Base)

1. No change to DEO regulations. New scheme DEOs issued in same format as DEOs on current
schemes. Requires the Commission to contact employers to obtain net income and payment frequency
information when issuing new scheme DEOs.

2. Amend regulations to avoid need for the Commission to contact employers for net income and payment
frequency information when issuing new scheme DEOs. For new scheme DEOs protected earnings
proportion stated as a percentage and deductions stated in a range of pay frequencies. The current
format is retained for DEOs issued on cases remaining on current schemes.

3. Amend regulations so that DEOs on both current and new schemes are issued in the same new format:
protected earnings proportion stated as a percentage, deductions stated in full range of pay frequencies.

Option 2 is preferred. It is the only means by which the efficiency advantages of using HMRC gross annual

income can be fully realised while minimising burden on employers.

Will the policy be reviewed? If applicable, set review date:

Does implementation go beyond minimum EU requirements? N/A

Are any of these organisations in scope? If Micros not Micro <20 Small Medium | Large
exempted set out reason in Evidence Base. Yes Yes Yes Yes Yes
What is the CO, equivalent change in greenhouse gas emissions? Traded: Non-traded:
(Million tonnes CO, equivalent) N/A N/A

I have read the Impact Assessment and | am satisfied that (a) it represents a fair and reasonable view of the
expected costs, benefits and impact of the policy, and (b) that the benefits justify the costs.

Signed by the responsible Minister Steve Webb Date: 29/09/2012



Summary: Analysis & Evidence Policy Option 1

Description: No change to DEO regulations. Following the launch of the new child maintenance scheme DEOs
issued in same format as DEOs on current schemes. Requires the Commission to contact employers to obtain
net income and payment frequency information when issuing new scheme DEOs.

FULL ECONOMIC ASSESSMENT

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (Em)

Year Year Years Low: High: Best Estimate:

2011/12 2011/12 20

COSTS (Em) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low

High 17

Best Estimate

Description and scale of key monetised costs by ‘main affected groups’
This is the baseline against which Options 2 and Options 3 are assessed.

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

BENEFITS (£m) Total Transition Average Annual Total Benefit
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low

High 17

Best Estimate

Description and scale of key monetised benefits by ‘main affected groups’

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

Key assumptions/sensitivities/risks Discount rate (%) | 3.5%

BUSINESS ASSESSMENT (Option 1)

Direct impact on business (Equivalent Annual) £m: In scope of OIOO?  Measure qualifies as
Costs: ’ Benefits: Net:




Summary: Analysis & Evidence Policy Option 2

Description: 2. Amend regulations to avoid need for the Commission to contact employers for net income and
payment frequency information when issuing new scheme DEOs. For new scheme DEOs protected earnings
proportion stated as a percentage and deductions stated in a range of pay frequencies. The current format is
retained for DEOs issued on cases remaining on current schemes.

FULL ECONOMIC ASSESSMENT

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (Em)

Year Year Years Low: High: Best Estimate: £19.5m

2011/12 2011/12 20

COSTS (Em) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant (Present Value)

Low

High 17

Best Estimate £0.3m £0.3m

Description and scale of key monetised costs by ‘main affected groups’

Commission: No extra costs here over those already incurred by introducing the new scheme with the use
of HMRC gross annual income information. No extra costs to current schemes.

Employers: Possible one-off £0.28m (£0.15 micro, £0.13 others) cost to employers who receive a new
scheme DEO in the immediate period after new scheme launch — they might need to upgrade payroll
software in a way that otherwise would be avoided. Possible £0.02m-£0.03m training costs to some
employers to understand second set of rules. No extra costs associated with current schemes.

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

Employers: Complication for a small number of employers of understanding and operating existing and
new rules at the same time.

Potential but difficult to quantify upgrade costs for a small number of employers who operate customised
payroll software.

BENEFITS (£m) Total Transition Average Annual Total Benefit
(Constant Price)  Years (excl. Transition) (Constant (Present Value)

Low

High 17

Best Estimate £22.8m £2.6m £19.8m

Description and scale of key monetised benefits by ‘main affected groups’

Commission: Avoid need to contact employers to obtain net income and payment frequency information
for new scheme DEOs: £1.1m annually post transition, build-up of £9.2m in transition; avoid need to make
new scheme IT build changes to allow net earnings and payment period to be recorded £0.5m.

Employers: Burden of providing employee net income and payment frequency information to the
Commission for new scheme DEOs avoided: £1.5m (£1.25m micro, £0.25m other employers) annually post
transition, £13.1m (£10.8m micro, £2.3m other employers) in transition.

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

Employers: Expressing the protected proportion as a percentage rather than a monetary amount could be
a net benefit or a net cost to employers depending on the payroll systems they use (but is likely to be a
benefit to most).

Key assumptions/sensitivities/risks Discount rate (%) 35

BUSINESS ASSESSMENT (Option 2)

Direct impact on business (Equivalent Annual) £m: In scope of OI00? Measure qualifies as
Costs: £0.0m Benefits: £0.8m Net: - £0.8m Yes Out




Summary: Analysis & Evidence Policy Option 3

Description: Amend regulations so that DEOs on both current and new schemes are issued in the same new format:
protected earnings proportion stated as a percentage, deductions stated in full range of pay frequencies.

FULL ECONOMIC ASSESSMENT

Price Base | PV Base Time Period Net Benefit (Present Value (PV)) (Em)

Year Year Years Low: High: Best Estimate: -£0.6m

2011/12 2011/12 20

COSTS (Em) Total Transition Average Annual Total Cost
(Constant Price)  Years (excl. Transition) (Constant (Present Value)

Low

High 17

Best Estimate £21.1m - £20.4m

Description and scale of key monetised costs by ‘main affected groups’

NOTE: All costs are incurred upfront at the beginning of the transition period. No ongoing costs are incurred
in addition to the baseline post transition.

Commission: Changes to existing IT systems to enable DEOs on current schemes to be issued in the
same format as new scheme DEQOs: £10m; re-issuing current scheme DEOs in new format: £0.2m; train
existing scheme staff on new DEO procedures: £0.01m to £0.015m. No extra costs to new scheme.
Employers: Half of employers with current scheme DEOs could require payroll software upgrades: £10.2m
(E5.5m micro employers, £4.7m others); a limited number of employers new to DEOs could require software
upgrades after new scheme launch: £0.26m (£0.15m micro, £0.11m others); employers with both current
and scheme DEOs training to understand the new rules: £0.42m (£0.26m micro, £0.16m others).

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

BENEFITS (Em) Total Transition Average Annual Total Benefit
(Constant Price)  Years (excl. Transition) (Constant Price) (Present Value)

Low

High 17

Best Estimate £22.8m £2.6m £19.8m

Description and scale of key monetised benefits by ‘main affected groups’

Commission: Avoid need to contact employers to obtain net income and payment frequency information
for new scheme DEOs: £1.1m annually post transition, build-up of £9.2m in transition; avoid need to make
new scheme IT build changes to allow net earnings and payment period to be recorded £0.5m.

Employers: Burden of providing employee net income and payment frequency information to the
Commission for new scheme DEOs avoided: £1.5m (£1.25m micro, £0.25m other employers) annually post
transition, £13.1m (£10.8m micro, £2.3m other employers) in transition.

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

Commission Administration of DEOs may be simpler, more transparent with the expression of the
protected earning proportion as a percentage in all cases.

Employers: Expressing the protected proportion as a percentage rather than a monetary amount may be a
net benefit or a net cost to employers depending on the payroll systems they use.

Commission and Employers: Potential reduction in contact time on current scheme cases because of
removal of need to collect payment frequency information.

Key assumptions/sensitivities/risks Discount rate (%) 35

It is assumed that the necessary IT changes to current schemes would be in place in time to go live at same
time as new scheme launch. There is a risk that this would not be achievable and new scheme launch
would have to be delayed as a result. A six month delay would incur additional costs related to new scheme
development contracts in excess of £10m. There is a risk of disruption of payments to parents associated
with a large-scale re-issuing of DEOs at new scheme launch.

BUSINESS ASSESSMENT (Option 3)

Direct impact on business (Equivalent Annual) £m: In scope of OIOO?  Measure qualifies as
Costs: £0.7m Benefits: £0.8m Net: -£0.1m Yes Out




Evidence Base (for summary sheets)

Background

1.

The Commission operated two separate child maintenance schemes through its Child Support
Agency (CSA) division: the “2003 scheme” for cases starting after 3 March 2003 and the “1993
scheme” for cases which started prior to that date. The schemes are provided for by separate
legislation and operate according to different statutory rules. The Commission was abolished from
1% August 2012 and its functions and staff transferred to the Department for Work and Pensions
(“the Department”). The Child Support Agency now functions as one of the ‘operational arms’ of the
Department, providing the Government’s statutory maintenance service. Therefore, any references
within this document to the Commission should now be taken as meaning the Department.

Under the current rules net income is used in the calculation and this information is generally sought
from either the non-resident parent (NRP), or in a large proportion of cases, from their employer(s).

In 2006 Sir David Henshaw [6] was asked to consider and report on the longer-term policy and
delivery arrangements for child support including:

a. How best to ensure that parents take financial responsibility for their children when they live
apart;

b. The best arrangements for delivering this outcome cost effectively; and

c. The options for moving to new structures and policies, recognising the need to protect the level
of service offered to the current 1.1 million parents with care using the Child Support Agency.

Key issues addressed were the widespread CSA operational and IT difficulties, poor cost-efficiency
for the taxpayer and complexity of a system which attempts to account for many complicated
parental situations and cannot keep up.

Building on Sir David Henshaw’s recommendations, the White Paper ‘A new system of child
maintenance’ was published, followed by a consultation period of 13 weeks [1]. This was followed by
the Child Maintenance and Other Payments Act 2008 [2, 3] which made the changes to primary
legislation required to implement the White Paper proposals.

The Government has progressed the design of a new system of child maintenance, at the heart of
which, following the recommendations, is a new IT system and a new calculation based on annual
gross income data provided directly from Her Majesty’s Revenue and Customs (HMRC). The use of
HMRC gross income removes the need for the Commission to contact employers for income
information when assessing maintenance liability, reducing costs for both.

Regulation changes required to introduce the new calculation and supporting IT are being consulted
on separately, with the associated costs and benefits outlined in the impact assessment for the Child
Support Maintenance Calculation Regulations 2012.

Deduction from earnings orders

8.

10.

11.

Deduction from earnings orders (DEOs) are administrative orders that require an employer to make
deductions in respect of child maintenance liability directly from employee earnings and pay them to
the Commission.

NRPs can choose to pay maintenance by DEO, however a large majority are imposed by the
Commission as an enforcement measure, that is, where the NRP has demonstrated non-compliance
and the Commission uses the DEO to ensure payment of the child maintenance liability and arrears.

If the NRP works for the Ministry of Defence then the Commission will issue a deduction from
earnings request (DER) instead. These are similar to DEOs but are covered by separate legislation
and therefore are not affected by the regulatory changes under consideration in this impact
assessment.

There were 861,700 cases with an on-going child maintenance liability and 137,000 cases with a
DEO in place at the end of March 2011 [7]. Taking into account that NRPs with more than one case
will have one DEO covering all maintenance payments, there are around 130,000 active DEOs.
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12. There are around 80,000 employers operating the 130,000 active DEOs, 50,000 of whom are micro
employers (i.e. employ less than 5 people) and 30,000 larger employers. Around 5,000 employers
have more than one DEO, very few of whom are likely to be micro employers.

13. The value of child maintenance received from DEOs between April 2010 and March 2011 was
£285m [8]. In total there was £1,150.2m in child maintenance collected or arranged by the CSA in
the 12 months to March 2011 [8]. This means around 25% of the annual child maintenance collected
or arranged by the CSA in the 12 months to March 2011 was collected via DEOs.

Current Policy

14. When imposing a DEO the Commission first contacts the employer to confirm employer and
employee details (and payment frequency information, if not held)." The Commission then uses this
information and the net income information it already holds to complete the formal order and sends
this to the employer together with information on how to set up the deduction. The following
information is provided to the employer:

a. The normal deduction rate — the amount of child maintenance which should be taken from the
NRP’s net earnings in each pay period.

b. The protected earnings proportion/rate — this is the minimum (expressed as a monetary amount
on the DEQO) which must be paid to the NRP after deductions for child maintenance have been
paid. The protected earnings proportion applies to DEOs on the 2003 scheme and is calculated
as 60% of the non-resident parent’s net earnings. The protected earnings rate applies to DEOs
on the 1993 scheme and is an amount equal to the exempt income in the child maintenance
assessment.

c. The date on which payments are expected to start.
d. How often the payments are expected to be deducted (based on how frequently NRP is paid).

15. The employer has to ensure that the NRP employee is left with at least the amount specified for the
protected earnings proportion / rate. The employer must deduct the full amount specified in the
normal deduction rate but where this is not possible (i.e. the threshold in the protected earnings
proportion/ rate is breached) the employer should deduct as much as possible and follow rules on
carrying over payments to the following pay period.

16. The employer must then send the deduction and, if paying by any method other than individual
BACS (Bank Automated Clearing System), a payment schedule form, to the Commission.

Problem under consideration/Rationale for intervention

17. The link to HMRC information in the new scheme means the Commission will have up to date
employer and employee details available when issuing a DEO, negating the need to contact
employers (in most instances) to confirm this information. However, the move to gross income for
the new scheme also means the Commission will not hold the net income and payment frequency
information needed under the current regulations to complete a DEO. Therefore, unless regulations
are changed to accommodate the new system, the Commission will need to request net income and
pay frequency information from employers each time it needs to issue a new scheme DEO, with
significant attendant costs and burdens for both the Commission and employers.?

Baseline for considering policy options

18. The baseline against which the policy options are considered is the introduction of the new scheme
without amending DEO regulations i.e. the preferred option outlined in the final stage impact
assessment for the draft Child Support Maintenance Calculation Regulations 2012.

Payment frequency information will usually but not necessarily always have been recorded together with net income information when the
maintenance liability on the case was assessed.

2 Note: regardless frequency of payment, the employer must make the relevant payments to the Commission by the 19th of month following
deduction.



19. Option 1 then is the baseline where nothing is done to address the information requirements for
DEOs following the introduction of the new calculation (i.e. keeping current regulations as they are).
Option 2 then considers the impact of amending DEO regulations to cover new scheme cases only
(introducing the Child support (Meaning of Child and New Calculation Rules) (Consequential and
Miscellaneous Amendment) Regulations 2012), while Option 3 considers the impact of amending
regulations to cover all DEOs whether applied to current or new scheme cases.

Policy option 1: New scheme is launched with no change to DEO
regulations (the baseline)

20. As outlined in the previous section, under this policy option the new scheme (new calculation and
supporting IT system) would be introduced and no amendments to DEO regulations would be made.
The costs and benefits are as outlined in the preferred option for the final stage impact assessment
for the Child Support Maintenance Calculation Regulations 2012 [18].

21. There would be no impact on the operation of current scheme DEOs. On the new scheme the
Commission would need to obtain details of NRP net earnings and pay frequency from an employer
before imposing a DEO.

22. This forms the baseline against which Options 2 and 3 are assessed.

Policy option 2: Amend regulations for DEOs on the new scheme, retain
current regulations for DEOs on existing schemes

23. This involves implementing the Child support (Meaning of Child and New Calculation Rules)
(Consequential and Miscellaneous Amendment) Regulations 2012. Under this option DEOs on
existing schemes would continue unchanged under the current Regulations. That is, for existing
cases, the Commission would continue to specify the amount of the deduction, the (monetary)
amount for the protected earnings proportion and the payment frequency. This would continue for
the transitional period during which cases remain open on the current schemes.?

24. For any DEOs which relate to cases on the new scheme the Commission would specify the amount
of the deduction in monthly, weekly, two weekly and four weekly amounts — with the amounts
calculated from HMRC gross annual income already held on system. The employer would select the
deduction relevant to the employee from these options. The protected earnings rate would be stated
as a percentage (60%) of net earnings and not an amount. The employer would then be required to
calculate the protected earnings amount themselves as 60% of the NRP’s actual net earnings that
period.

25. There would be no additional costs to the Commission on either the current or new schemes
associated with this option over and above those already accounted for in the impact assessment
for the Child Support Maintenance Calculation Regulations 2012. There are small potential
additional costs to employers associated with setting up new scheme DEOs for a short period after
the new scheme launch.

26. The significant benefit of this option would be the avoidance of Commission and employer costs
associated with the Commission requesting net income and pay frequency information from
employers each time it needs to issue a new scheme DEO.

Policy option 3: Amend regulations so that DEOs on both current and
new schemes are issued in the same amended format

27. Under this policy option the amendments to regulations would mean all DEOs being imposed using
the same new scheme compatible format, with consistency of regulation across all DEOs being the

8 These proposed changes to the administration of DEOs were originally planned as separate regulations and were consulted on as the
proposed Child Support Collection and Enforcement Amendment Regulations 2012. They have now been combined with other consequential
and miscellaneous amendment regulations to form the proposed Child support (Meaning of Child and New Calculation Rules) (Consequential
and Miscellaneous Amendment) Regulations 2012.



28.

29.

30.
31.

primary advantage of this option. From the start of the new scheme all DEOs (current and new
scheme) would instruct the employer to protect 60% of the employee’s actual net earnings, with the
employer required to determine the amount themselves.

For new scheme cases, the deductions to be made would be specified monthly with weekly, two
weekly and four weekly equivalents, with the employer selecting the appropriate deduction amount
from these. For current scheme cases, amendments to IT would allow the deductions to be specified
for exactly the same range of pay periods as hew scheme cases.

To achieve the policy aim of consistency of treatment across all DEOs, it would be necessary for all
DEOs on the existing schemes to be re-issued in the new format at go-live. The policy would require
a significant cost to the Commission to amend existing IT systems. There would also be
Commission costs in re-issuing existing DEOs to employers, informing NRPs of the change,
providing information and support to both employers and NRPs though the change and training staff.
For employers the costs of adapting payroll systems to take account of the change to existing DEOs
is potentially substantial.

The costs and burdens associated with this option are solely associated with the current schemes.

This option would also have the benefit of avoiding of Commission and employer costs associated
with the Commission requesting net income and pay frequency information from employers each
time it needs to issue a new scheme DEO.

Preferred Option

32.
33.

34.

The preferred option is Option 2.

Under Option 2 whilst there might be an initial cost of £280k for employers to upgrade their payroll
software, and potential training costs of £20-£30k, these costs are far outweighed by the benefits of
avoiding the need for the Commission to contact employers each time it needs to issue a new
scheme DEO. These benefits would involve annual savings to the Commission of £1.1m and to
employers of £1.5m in the steady state post transition to the new scheme. The savings over the
transition period would be £9.7m for the Commission and £13.1m for employers.

Under Option 3 whilst the intended on-going annual savings for both the Commission and employers
from the introduction of the new scheme would be realised, these would be off-set by significant
initial one-off costs, all associated with current scheme cases. Employers could be forced to incur
costs of £10.9m in bespoke updates to IT systems, payroll software and for staff training while the
Commission would incur total additional costs of up to £10.2m.

Case closure and time period for impact assessment

Case closure

35.

36.

The proposed regulations (the Child support (Meaning of Child and New Calculation Rules)
(Consequential and Miscellaneous Amendment) Regulations 2012) are planned to come into force
in 2012 at same time as the Child Support Maintenance Calculation Regulations 2012. Following the
closure of the existing schemes to new applications, any clients already using the current systems
will continue with their existing maintenance scheme unless there is a particular reason for them to
move. For example, in order to ensure that the parent’s responsibility to support all of his / her
children is assessed consistently under one set of rules, if an application is made to the new scheme
where the non-resident parent has cases on the existing schemes, they all will be transferred to the
new scheme.

The Government propose that once the new scheme is judged to be working well, over time, cases
on existing schemes will be closed and clients will be invited to access information and support to
help them collaborate and make their own, family-based arrangements, or apply to the new scheme
if they cannot do so. These proposals are detailed in “Supporting separated families; securing
children’s futures” as part of a public consultation launched on 19 July 2012. [20]

Time period for assessing impacts




37.

38.

39.

40.

41.

Since the details of how cases will be closed have not been finalised, for the purposes of assessing
the impact of these regulations all CSA clients are assumed to remain on the existing schemes until
they close naturally or a related application is made to the new scheme.

Without bulk case closure, it would in theory take up to 20 years for the last cases on the current
schemes to close. After that time the youngest child remaining in a current scheme case would be
too old for the parent with care to claim child maintenance. Only at that stage would it be possible to
shut dovv4n the current IT systems, transition be completed, and steady state costs and benefits be
realised.

In practice a large majority will have closed after 17 years. Therefore the time period for the policy
reforms presented here is 20 years: 17 years of transition and 3 years to establish stable annual
average costs and benefits in the post transition period. A shorter post transition time period would
not allow steady state costs and benefits to be assessed.

A longer post transition time period of 10 years was considered, as the policy is expected to
continue in the long term. However systematic early closure of existing CSA cases will considerably
shorten the effective transition time period.

For consistency the 20 year time period used here will be followed in assessing the other child
maintenance policy reforms. This will allow for a much longer post transition time period in which to
assess the other child maintenance reforms, once case closure regulations have been finalised.

DEO regulations in the context of the wider child maintenance reforms

42.

43.

The Government published a response to the consultation on “Strengthening families, promoting
parental responsibility: the future of child maintenance” on 12 July 2011 [14] and has launched a
consultation on the details of case closure and charging, “Supporting separated families; securing
children’s futures”, on 19 July 2012. [20] The full set of child maintenance policies which emerge
following this further consultation are likely to result in significant changes to the number and mix of
people using the statutory service. This will have consequential effects on the costs and benefits as
presented in this impact assessment. These effects will be assessed alongside any further proposed
regulatory changes. The areas covered are:

a. Introduction of the new HMRC annual gross-income based statutory scheme with supporting
IT.°

b. Charging of PWCs and NRPs to use the new statutory scheme.
Giving NRPs the choice whether or not to pay parents with care directly.

d. A mandatory information and support gateway parents will need to visit before applying to the
statutory service.

e. Co-ordinated family support services for separated and separating families from a range of
providers with an emphasis on cooperative parenting and family-based arrangements.

f.  Closure of cases on the existing child maintenance schemes.

An outline plan of how the implementation of these policies will fit together is illustrated in the
diagram on the following page.

4 . . . . .
In practice the IT systems may be required to remain open to handle any remaining arrears of maintenance due on cases that have closed.

° With costs and benefits as already outlined in the impact assessment for the Child Support Maintenance Calculation Regulations 2012.
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Child Maintenance Policy Reforms — indicative timeline and grouping of Impact Assessments

New Scheme calculation (IA 1)
Regulations to introduce a new child
maintenance calculation and supporting IT
system.

Amending DEO regulations (IA 2 —this
one)

to take account change in availability of
(net to gross) income data in the new
statutory scheme — information needed
when requesting employers to operate a

Charging PWCs and NRPs to use the new statutory scheme
(application, collection and enforcement charges).

Direct Pay (DP) choice Giving non-resident parents freedom of
choice with regards to use of Direct Pay to compliment charging
regime.

Co-ordinated family support services for separated and separating
families from a range of providers with an emphasis on cooperative
parenting and family-based arrangements.

Gateway A mandatory information and support gateway designed to
encouraae familv-based arranaements. Parents will need to visit

Case closure

All existing schemes cases will be
closed over a three year period,
with support and guidance
provided to parents on their future
options, to allow them to decide if
they want to make an application
to the new statutory service.

10
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COSTS AND BENEFITS

44. Option 1, the baseline for assessing the costs and benefits of amending DEO
regulations, is position where the new child maintenance scheme is introduced
with no change to DEO regulations.®

Comparison summary table

Option

Government — Commission

Employers

Paren

1. Introduce the
new scheme with
no change to DEO
regulations — the
baseline

2. Amend
regulations for
DEOs on the new
scheme, retain
current regulations
for DEOs on
existing schemes

£1.1m ongoing benefit by avoiding
need to contact employers to obtain
net income and payment frequency
information on new scheme, build
up of £9.2m savings in transition,
£0.5m savings on IT costs of
amending new scheme IT build to
cope with net income and payment
frequency information. £12.9m total
benefits over 20 years.

One-off £0.28m IT software
upgrade cost, £0.02m-£0.03m
training costs associated with new
scheme cases.

£1.5m (£1.25m micro £0.25m
other) ongoing benefits through
avoidance of need to supply
Commission with net income and
payment frequency information on
new scheme NRPs, build up of
£13.1m in transition, £17.7m total
savings costs over 20 years
