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                                                  Client Job Aid


Setting Up Garnishments and Fees
The purpose of this document is to provide steps on how to set up the basic garnishment.  
Always obtain a copy of the garnishment order when setting up a garnishment. The garnishment order will provide detail on how much should be deducted and the maximum amount that can be garnished.

This document contains the following information:
· Basic Set Up
· Leave Amount Garnishments
· Prorated Percentage Limits
· Reduce Disposable Net
· Federal Minimum Wage Rules
· Minimum Wage Rules
· Setting Up Fees
Things to keep in mind:

· Garnishment – An order to an employer to withhold money from an individual's paycheck and remit the payment to a third-party.  A garnishment order can be for child support, a tax levy or from a creditor.
· Disposable Net = Gross – Taxes

· Third-Party Check – A check created for deductions and/or taxes from an employee’s check to garnishing agencies, vendors, and other outside parties,
· Calc Sequence of Deductions – If an employee does not have a garnishment set up in their employee deduction screen, the system will use the calc sequence in the company master.  If an employee has a garnishment, the system will use the sequence of the deductions in the employee’s deduction screen,
Steps:

	
	Activity Description

	1
	If you do not have an existing garnishment code, complete a Deduction Request Form and forward it to your account manager
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	2
	If the garnishment will be linked to a third-party payee, set up the third-party payee before setting up the garnishment in the employee’s master.  


	3
	· Add deduction code to the employee.
· Go to FILE → EMPLOYEE MASTER

· Highlight appropriate EE.
· Click OPTIONS.
· Select DEDUCTIONS.
· Click INSERT.
· Tag appropriate deduction.
· Click SELECT TAGGED.
· Update the CALCULATION FLAGS based on the garnishment order.
· AMOUNT/RATE

· TYPE

· Update LIMIT (this represents the total amount that the employee owes).
· Update THIRD PARTY CHECK GENERATION if applicable.
· GENERATE CHECK = Y (a third-party check should be generate)

· SEPARATE CHECK = Y (this specific employee’s information should be on a separate third-party check), N (all employees information will be consolidated into one third-party check)

· PAYEE CODE = right click on field to get a list of payees

· Click OK to save.

	4
	· Set up the garnishment detail screen.
· Go to FILE → EMPLOYEE MASTER

· Highlight appropriate EE.
· Click OPTIONS.
· Select DEDUCTIONS.
· Select the appropriate deduction.
· Click on the GARNINFO button.
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	5
	Complete the basic information as needed:

· CASE NO – Needs to be populated if the garnishment will be sent EFT.
· ACCOUNT

· PARENT – Informational only.
· EFFECTIVE DATE – Informational only.  This does not control when the garnishment starts.
· EXPIRATION DATE – Informational only.  This does not control when the garnishment ends.
· FIPS CD – may be needed for some agencies if the garnishment will be sent EFT.
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	6
	Complete the limit information as needed.
· MINWAGE – Select the type of minimum wage limit.  The limit could be based on federal rules or a specific state rule.
· LIM AMT – Amount of the limit.
· MONTH LIM – Enter the maximum amount per month that can be garnished.
· LIMIT TYPE – Type of limit.
· N = no limit

· % = percent

· P = pro-rated percent

· L = leave amount (the system will leave the employee with a specified net amount.  The remaining amount will be applied to the garnishment) 

· INCLUDE – Codes to be included when applying a limit.
· REDUCE DISP NET BY EARNS – Earnings codes that should reduce the disposable net.  Any earnings code that should not be included in the calculation of the garnishment should be listed here.  An example would be GTL.
· REDUCE DISP NET BY DEDS – Deduction code that should reduce the disposable net.

	7
	Re-sequence the employee’s deduction codes if applicable so that the deductions are taken in the correct order.

	8
	Create test CheckPro checks.


Back to the top
Sample Garnishment Set Ups

Leave Amount

Leave amount orders state that all of the employee’s disposable pay be withheld except for a specified amount.

Example:  Leave the employee with a net check of $250.00.  Garnish the remaining amount.

Deduction Code 970

· AMOUNT/RATE = 100.00

· TYPE = %

Garnishment Screen

· LIM AMT = 250.00

· LIMIT TYPE = L
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The check would look like:
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Back to the top
Prorated Percent Limit

A prorated limit is used when an employee has multiple garnishment orders.  There is a limit on the total amount that can be garnished.  If the employee does not have enough to deduction the full amount of all the deductions, the system should take a prorated amount from each deduction.

Example:  Employee has 2 garnishments.  One is for $200.00 and the other is for $350.00.  The total amount that can be deducted from the employee is 50% of disposable pay.  If the total amount can not be taken, take a prorated amount from each deduction.
Garnishment #1

Deduction Code 970

· AMOUNT/RATE = 200.00

· TYPE = $

Garnishment Screen

· LIM AMT = 50

· LIMIT TYPE = P

· INCLUDE = 971
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Garnishment #2

Deduction Code 971

· AMOUNT/RATE = 350.00

· TYPE = $

Garnishment Screen

· LIM AMT = 50

· LIMIT TYPE = P

· INCLUDE = 970
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The check would look like:
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The garnishments were calculated as follows:

Code 970 = 200.00

Code 971 = 350.00

Total Deduction = 550.00

Code 970 = 200.00 / 550.00 = 36.36%

Code 971 = 350.00 / 550.00 = 63.64%

Disposable Pay = 500.00 (gross) – 77.04 (taxes) = 422.96

50% of Disposable Pay = 422.16 * 50% = 211.48

Code 970 = 211.48 * 36.36% = 76.90

Code 971 = 211.48 * 63.64% = 134.58

Back to the top
Reducing Disposable Net

There are some circumstances where certain earnings and/or deductions should not be included in the garnishment calculation.  An example could be GTL, expense reimbursements or certain deductions that existed prior to receiving the garnishment order.

Example:  Employee has a garnishment that is 25% of disposable pay.  GTL should not be included in the calculation because it is not earnings the employee receives.  The calculation should also exclude existing medical premiums.

Deduction Code 970

· AMOUNT/RATE = 25.00

· TYPE = %

Garnishment Screen

· REDUCE DISP NET BY EARNS = GTL

· REDUCE DISP NET BY DEDS = 621
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The deductions should be sequenced in the employee’s deduction with code 621 before code 970.  Because code 621 is reducing the disposable net, it needs to calculate before code 970.
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The check will look like:
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The garnishment was calculated as follows:

Disposable Pay = 1503.00 (gross) – 3.00 (GTL) – 38.75 (code 621) – 339.82 (taxes) = 1121.43

25% of disposable pay = 1121.43 * 25% = 280.36

Back to the top
Federal Minimum Wage Rules

Federal law dictates the federal hourly minimum wage.  The federal minimum wage applies to all 50 states unless a state has mandated a higher minimum wage.  For example, the state of California has mandated an hourly minimum wage that is greater than the federal minimum of $5.85 for persons who work in the state.
Note:  A minimum wage of less than $4.25 may be paid to employees under the age of 20 for their first 90 consecutive calendar days of employment, as long as their employment does not displace other workers.

The Consumer Credit Protection Act dictates the portion of a person’s earnings subject to garnishment.  The law applies to persons who receive various types of earnings such as wages, salaries, commissions, bonuses, and earnings from pension or retirement programs.
Federal law states the maximum amount of an employee’s disposable earnings subject to garnishment is the lesser of the following:

· 25% of the employee’s weekly disposable earnings

· The amount by which the employee’s weekly disposable earnings exceed 30 times the federal minimum hourly wage (if the payroll cycle is not weekly, the factor of 30 is adjusted accordingly)

The following link provides details of the amount of wages subject to garnishment for weekly, biweekly, semi-monthly and monthly disposable earnings.  Maximum garnishment of disposable earnings
Back to the top
Minimum Wages Rules

The minimum wage rules tells the system the minimum amount the employee should be left and should not be garnished.  Some states follow the federal rules, while other states have their own set of rules.  

Example:  An employee is set up in Illinois.  The garnishment order states to deduct $300.00 each payroll but the Illinois minimum wage rules should be applied.  The Illinois minimum wage rules state that the maximum amount that is garnished is the lesser of:

· 15% of gross per week

· The amount of disposable earnings that exceed 45 times the state minimum wage per week

Deduction Code 970

· AMOUNT/RATE = 300.00

· TYPE = $

Garnishment Screen

· MIN WAGE = IL
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The check would look like:
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The garnishment was calculated as follows:

The maximum amount that can be garnished is the lesser of:

· 15% of gross = 900.00 * 15% = 135.00

· State minimum wage = 45 hours * state minimum wage = 45 * 6.50 = (292.50 * 52) / 24 = 633.75

· Disposable pay = 900.00 (gross) – 174.98 (taxes) = 725.02

· Disposable pay above state minimum wage = 725.02 – 633.75 = 91.27
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The garnishment was calculated as follows:

The maximum amount that can be garnished is the lesser of:

· 15% of gross = 1,100.00 * 15% = 165.00

· State minimum wage = 45 hours * state minimum wage = 45 * 6.50 = (292.50 * 52) / 24 = 633.75

· Disposable pay = 1,100.00 (gross) – 295.36 (taxes) = 804.64

· Disposable pay above federal minimum wage = 804.64 – 633.75 = 170.89

Back to the top
Set Up Fees

An employer can charge an employee a fee for the processing of a garnishment.  Each set up of a fee can be different depending on how the garnishment is set up, the type of limit on the garnishment and if the fee should be included in the limit.

Example:  Employee is set up with a garnishment for 25% of disposable pay and a $5 fee.  By having the FEE code linked to the garnishment, the system will only calculate the FEE when the garnishment is calculated

Contact your account manager to add the fee code in the LINK TO field to the deduction on the company level.
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Deduction Code 970

· AMOUNT/RATE = 100.00

· TYPE = %

Garnishment Screen

· FEE = 5.00
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The check would look like:
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Example:  Employee is set up with a garnishment for $200.00 and a $5.00 fee.  The total of the garnishment and fee should not exceed 25% of disposable pay.
Deduction Code 970

· AMOUNT/RATE = 200.00

· TYPE = $

Garnishment Screen

· LIM AMT = 25.00

· LIMIT TYPE = %

· FEE = 5.00
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The check will look like:
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The fee did not calculate because the garnishment reached the 25% limit.
Disposable pay = 1000.00 (gross) – 259.72 (taxes) = 740.28

25% of disposable pay = 740.28 * 25% = 185.07
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If the employee was paid just a little bit more, the system would be able to calculate a portion of the fee.
Disposable pay = 1100.00 (gross) – 295.37 (taxes) = 804.63

25% of disposable pay = 804.63 * 25% = 201.16

Example:  Employee is set up with a garnishment for $200.00 with a maximum of 25% of disposable pay to be taken and a $5.00 fee.  The fee should not be part of the 25% limit.  In this example, the FEE code needs to be deleted from the LINK TO field in the company deduction code, needs to be set up as a separate deduction and needs to be carefully monitored to ensure it is only deducted when the garnishment is deducted.
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Deduction Code 970

· AMOUNT/RATE = 200.00

· TYPE = $

Garnishment Screen

· LIM AMT = 25.00

· LIMIT TYPE = %

· FEE = 0.00
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The check would look like:
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Disposable pay = 1000.00 (gross) – 259.72 (taxes) = 740.28

25% of disposable pay = 740.28 * 25% = 185.07
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DEDUCTION CODE REQUEST


Please complete this form to the best of your ability so that your Account Manager has all of the necessary information to set up the new deduction codes to your exact specifications.  If any of the following items are not applicable please indicate this by writing N/A next to the question.  If you do not understand a question, refer to the attached guide.


Is this a revision of an existing deduction code?  Yes    No


Compids:  ___________________ ,   ___________________,  ____________________, ____________________


1.       Three character alpha/numeric code?   __  __  __

2.       Eight characters or less alpha/numeric name?   __ __ __ __ __ __ __ __

3.       Thirty characters or less alpha/numeric description?   


__ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __ __


The purpose of this code is:____________________________________________________________ __________________________________________________________________________________________________________________________________________________________________________


4.        Is this deduction code for a memo (accrual only) purpose?  Y/N


5.        Is this a pre-tax deduction or a regular net deduction?  Pre-Tax ___   Net ___


           If this is a pre-tax deduction, which taxes will it effect?  Using the following codes, please indicate how this     deduction is to be taxed:  


A – Affects, reduces taxable wages 


N – No effect on taxable   wages


           (Circle A or N  for each tax )





FIT -  A     N
                SIT –    A   N




FICA -  A    N

SUTA -  A   N




FUTA – A   N

SDI -        A   N





LOCAL – A   N

6.         Is this deduction code (check one)?


__  Employee Paid          __  Employer Paid      __ Accrual


7.         Is this deduction a garnishment (child support, levy, etc.)?  Yes __   No ___


8.        What type of deductions will be input into this code? 


            A. Dollar amounts     B.  Hourly rates     C.  Percentage of dollars     D.  Auto Table 


            If “C”, which calculation base should be used to calculate the deduction? __ __ __


If this code requires a new calculation base, please complete a New CalcBase form, from your Account Manager, and indicate the 3 digit code for the new CalcBase ____________.


9.        Does this deduction have a specific frequency?  Y / N


            If yes, please indicate the deduction frequency  ___


10. Should the system carry over, to the next payroll, any under-collected amounts?  Y  ,  N  or  Create Check


11. a. What type of limit? (circle one)  


Y- Year to Date


A- Absolute


P- Pay period 


M- Month to date


Q- Quarter to date


C- Current  



    b. Is there a company wide limit amount that can be input into this deduction code?  Y / N


              

If yes, what is the limit?  __________________


12.      Should this deduction code be included in any calculation bases currently set up in the system?  Y / N


   To review how each calculation base is determined please print the Calculation Base Report out of the payroll system:


               Main Menu SYMBOL 174 \f "Symbol" Company Menu SYMBOL 174 \f "Symbol" Reports SYMBOL 174 \f "Symbol" Company Master SYMBOL 174 \f "Symbol"  Calculation Base


              If so, please list all of the calculation bases (i.e. 401k) that this code should be added to:


                                            ___________________________________


13.      Would you like this deduction to print on the checks?  Y / N


14.      Does this code have one global third party check to generate?  Yes ___   No ___


               If yes, indicate the third party code __________


.  


15.      Should this deduction code be reported in a special box on the W2?  Y / N


               If yes, please indicate which W2 box the amounts should be reported in _______


               If this deduction is to be reported in box 14 "OTHER", please indicate a 6 character or less description that 


               will appear next to the applicable amount in box 14_______


16.      If you have a general ledger please indicate below how you want this deduction mapped to the general ledger, or indicate the deduction code whose mapping should be copied _________:


GLGroup:_____ Type: ____  Debit map:  _____________________ Credit map: ___________________________


GLGroup:_____ Type: ____  Debit map:  _____________________ Credit map: ___________________________


GLGroup:_____ Type: ____  Debit map:  _____________________ Credit map: ___________________________


GLGroup:_____ Type: ____  Debit map:  _____________________ Credit map: ___________________________


17.       Will the new deduction code affect any of your custom reports?  Y/N


            If so, which reports?  Report # _________________ Report Name _________________________________





   Report # _________________ Report Name _________________________________





   Report # _________________ Report Name _________________________________


18.
Are you an ADP FSA client?  _______


19.
Is this deduction code FSA related?  ________


The purpose of this form is to clarify how a new deduction code is to be set up and to minimize the possibility of miscommunication between the Account Manger and the client.  This form is not meant to be all inclusive. If you have a situation which you feel is not addressed by any of the above questions, please call your Account Manger to discuss the situation.


Most importantly this form is not designed to guarantee that your code is set up exactly the way you want it.  It is ultimately the client's responsibility to verify that everything is set up by checking the company deduction detail screen, the general ledger mapping elements and by running a test check through CheckPro to verify the code is calculating the way you expect.


Additional Instructions: ________________________________________________________________________


___________________________________________________________________________________________


___________________________________________________________________________________________


_____________________________________________________        ___________________________________


Signature





             Date


DEDUCTION CODE REQUEST STEP-BY-STEP GUIDE
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The purpose of this form is to provide a step-by-step guide of how to setup a deduction code and minimize the possibility of miscommunication between the Account Manager and the client.  This form is not meant to be all-inclusive nor should this guide be used for anything other than it’s specified purpose.  If you have any questions, please call your Account Manager to discuss the situation.


Most importantly, this form is not designed to guarantee that your code is set up exactly the way you want it.  It is ultimately the client’s responsibility to verify that everything is set up as it should be.  After your Account Manager has set up the code, you should verify the setup by checking the company deduction detail screen, the general ledger mapping and by running test checks on CheckPro to verify the code is calculating the way you expect.


Question 1. The three character alphanumeric code will be the principle reference that will be seen on the deductions master screen, worksheets, standard reports, etc.  You can choose any combination of numbers and/or letters.


Question 2.  The eight characters or less alphanumeric name can be any combination of numbers and/or letters and may be seen on checks or custom reports.


Question 3.  The thirty characters or less alphanumeric description will be seen on payroll checks and on the W2 summary.  Any combination of numbers and/or letters can be used.


Question 4.  If a deduction code is an accrual/memo code, it will track non-dollar information.  For example, information that does not relate directly to costs for the company.  Accrual memo deductions do not print on labor distribution or job cost reports.


Question 5.   Is this a pre-tax or regular deduction?   Pre-tax will reduce taxable wages.  Examples of pre-tax deductions would be 401k and Cafeteria plans.  Net deductions will have no effect on taxes.  Examples of net deductions would be union dues, stock purchase plans and garnishments.


Question 6.  Is this deduction code employee paid, employer paid or an accrual code?


Question 7.  Is this deduction a garnishment?


Question 8.  What type of deductions will be input into this code?  


A. Dollar- a flat dollar amount deduction.  


B. Hourly- a deduction based on a rate per hour.  


C. Percentage of dollars- a deduction as a percentage of earnings.  


D. Auto Table-  the deduction is derived from a rate or table set up on the company level, whereby all employees can receive the same rate or amount (depending on the table).


Question 9.  Does this deduction code have a specific frequency?  This frequency determines on which payrolls the deduction is taken for employees. [Default is P, every calendar payroll.]


Question 10.  Should the system carry over, to the next payroll, any under-collected amounts?  If yes, each time the worksheet is generated, the system will load any unused deductions from prior periods (designated with a type code of U) as well as scheduled ones.  It will attempt to deduct these uncollected deductions from previous payrolls in the payroll run.  If no, the system will ignore any unused deductions from previous payroll runs.  If C, create check, the system creates a check for the unused amounts.  Please note:  If Y- the system created uncollected only if there are earnings on the worksheet.  If C, the system will create uncollected with or without earnings on the worksheet.


Question 11.  a. If there is a limit, what type of limit is it? 


A- Absolute: the system will deduct until the limit amount is reached, regardless of the year.


Y-  Year to date: the system will take the deduction until the end of the calendar year, when the amount taken will be set to zero and the deduction amount will begin again toward the goal amount.  


P- Pay period: The deduction amount will be restricted for each payroll period.  Use this option when you do not want the deduction to exceed a certain amount each pay period.


M- Month to date: The deduction will renew, if it has met the limit, at month end.


Q- Quarter to date: The deduction will reset itself at quarter-end.  


C - Current:  The deduction will be taken in the current check only.  


Please note:  ProBusiness Payroll  has the current 401k limits built in, thus there is no need for a limit amount.


b. Is there a company wide limit amount for this deduction code?  Please note: the system will compare the limit amount to any employee limit amount.  Whichever is less, will apply.


Question 12.  Should this deduction code be included in any calculation bases currently set up in the system?  The calculation base determines which deduction codes are included and or excluded from the calculation of the deduction amount.


Question 13.  Would you like this deduction code to print on the checks?


Question 14.  Does this code have one global third party check to generate?  If yes, the system will accumulate the deduction information, for all employees who receive the deduction, to calculate the third party check amount.


Question 15.  Should this deduction code be reported in a special box on the W2?  Once setup, this will map these deductions to that specific box on the company and employee level.


Question 16.  If you have a general ledger, how do you want to map this code or do you want this code not distributed?


Question 17.  Will this code affect any custom reports?


Question 18.  Are you an ADP FSA client?


Question 19.  Is this deduction code FSA related?  If you answer yes to both question 18 & 19, your export file may need to be updated for the addition/revision of this deduction code.
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