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Executive Summary

This report is prepared pursuant to California Family Code section 4054(a), which requires that,
at least every four years, the Judicial Council review the Statewide Uniform Child Support
Guideline to recommend appropriate revisions to the Legislature. Federal regulations (45 C.F.R.
§ 302.56) also require that each state review its guideline at least every four years. The primary
purpose of this review requirement is to ensure that the guideline results in the determination of
appropriate child support award amounts. Federal and state requirements additionally specify
that the review must include an assessment of the economic data on child-rearing costs and a
review of case data to analyze the application of the guideline and to ensure that deviations from
the guideline are limited.

In January 2010, the Judicial Council, through a competitive bidding process, contracted with the
Center for Policy Research (CPR) to provide technical assistance for California’s child support
guideline review. Federal and state requirements for review of the guideline were met through
the following activities:

e Reviewing the economic studies underlying the existing California guideline formula;

e Conducting a literature review of studies estimating child-rearing expenditures, including the
most recent economic evidence, and comparing the results of these studies with the
parameters of the California guideline formula;

e Examining other economic factors considered in the guideline formula (e.g., the adjustment
for low-income obligors);

e Examining California’s and other states’ treatment of medical support in the context of new
federal medical support requirements (including the requirements pertaining to reasonable
cost of medical support and cash medical support), health reform, and California’s health-
care delivery system and health-care costs;

e C(ollecting and analyzing case file data from a review of recently established and modified
child support orders;

e Measuring how frequently the guideline is applied and deviated from, as well as the reasons
for, amount of, and upward and downward direction of deviations;

e Analyzing parents’ characteristics and circumstances in which support is established or
modified;

e Adding context to the statistical results of case data analysis and improving interpretation
through focused discussion groups with a broad cross-section of child support commissioners
and stakeholder groups involved in child support issues;

e Seeking input from stakeholders about the comprehensiveness and fairness of the California
guideline; and

e Comparing selected provisions of the California guideline and their application with those of
other states’ guidelines.



Background

California Guideline and Federal Regulations

The California Legislature adopted the Statewide Uniform Child Support Guideline (referred to
generally throughout this report as the “guideline”) in 1992. Prior to that time, California had a
statewide minimum amount guideline and several county guidelines that judges could apply. The
statewide guideline was adopted to comply with federal regulations for child support guidelines
(see Fam. Code, § 4050). Federal regulations (45 C.F.R. § 302.56(a)) require states to establish
by law or by judicial or administrative action one set of guidelines for setting and modifying
child support award amounts. According to 45 Code of Federal Regulations part 302.56(f), a
state guideline must provide a rebuttable presumption, in any judicial or administrative
proceeding for the award of child support, that the amount of the award that would result from
the statewide uniform guideline is the correct amount of child support to be awarded.

Overview of the California Guideline Formula

The California guideline considers all earnings and income of both parents because its premise is
that both parents are responsible for supporting their children (Fam. Code, § 4053(b)). The core,
basic formula for determining the amount of the child support order under the California
guideline is based on the following factors:

e Each parent’s net disposable income;

e The parents’ total net disposable income;

e The number of children; and

e The percentage of time that each parent has primary physical responsibility for the children.

The California guideline provides for other adjustments to income, such as child support being
paid for other children and other children being supported in the home. The guideline provides
for adjustments to the support order amount, including adjustments for additional support, in
cases involving factors such as uninsured health-related expenses, low-income obligors, and
work-related child-care expenses.

Proceedings for Establishing or Modifying Child Support Orders

California superior courts establish and modify child support orders. Certain child support
orders—those established or modified pursuant to part D of Title IV of the Social Security Act
(commonly referred to as the “IV-D program”)—are established within California’s child
support commissioner system (Fam. Code, § 4250). Under Title IV-D, a local department of
child support services (DCSS) can file petitions to establish parentage, obtain and collect child
support, obtain and enforce health insurance coverage for the child, and modify an order. IV-D
services are automatically provided in cases where public assistance monies have been
expended. IV-D services are also provided in non—public assistance cases at the request of a
parent for a $25 fee.' The purpose of DCSS is to work with parents and guardians to ensure that

! Federal law (Deficit Reduction Act of 2005, Pub.L. No. 109-171 (Feb 8, 2006) 42 U.S.C. § 1305 et. seq.) requires
states to impose a $25 annual fee in non—public assistance cases.

i



children and families receive court-ordered financial and medical support. Through a network of
52 county and regional child support agencies DCSS serves approximately 1.8 million children.
Services include locating a parent; establishing paternity; establishing, modifying, and enforcing
a court order for child support; and establishing, modifying, and enforcing an order for health-
care coverage. The federal government and, in part, states fund the IV-D program.

In California, the local DCSS files the initial complaint in IV-D program cases in the name of the
county in which the application for Title IV-D services is made. The attorney for the local child
support agency does not represent the custodial parent; instead, the custodial parent is named as a
party to the order once the order is established. Either parent can apply for Title I[V-D services
and/or use the IV-D program to request a modification, including an obligor who is seeking a
downward modification.

Child support commissioners hear all support actions (child and spousal) and paternity actions
filed by the local DCSS. The commissioner’s duties include taking testimony, establishing a
record, evaluating evidence, making decisions or recommendations, and entering judgments or
orders based on stipulated agreements. Family law facilitators are attorneys employed by the
court and available to assist either parent with child support or other family law issues in cases
heard by commissioners. For example, family law facilitators provide parents with educational
materials, distribute and help complete necessary court forms, and prepare guideline calculations.
However, this interaction between facilitators and parents does not create an attorney-client
relationship.’

“Non-IV-D cases” are those in which child support orders are established and modified outside
the commissioner system. A number of large and medium-sized counties have dedicated family
law courts to hear cases involving child support or other family law issues (e.g., custody,
visitation, dissolution of marriage, and domestic violence). The role of these courts in hearing
child support cases is to take testimony, establish a record, evaluate evidence, make decisions as
to support, enter judgment or orders, and approve stipulated agreements between parties. Under
Family Code section 4065, the parties to a child support order may stipulate to an amount of
support, provided the court finds that the parties have been informed of their rights, that the
parties were not coerced into agreeing to the stipulation, and that the agreement is in the best
interest of the children.

Previous Reviews and Recommendations

The 2010 review is the fourth conducted by the Judicial Council.’ Prior reviews have been
instrumental in helping effect changes in the statewide uniform guideline. Specifically, the most
recent review, conducted in 2005, suggested continued monitoring and refinement of certain

? Fam. Code, § 10013.
3 See Judicial Council of Cal., Review of Statewide Uniform Child Support Guideline for 1998, 2001, and 2005.
Available at www.courtinfo.ca.gov/programs/cfcc/resources/publications/articles. htm#childsupport.
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adjustments, deductions, and additional support for other factors such as child care but no
changes to the basic guideline formula.

The most recent significant changes affecting the guideline concerned changes to the low-income
adjustment and presumption of income. In August 2003, the Legislature changed the low-income
adjustment provision to make a rebuttable presumption that any obligor qualifying for the low-
income adjustment should be granted the low-income adjustment (set out in Fam. Code, §
4055(b)(7) at net income below $1,000 per month). Previously, the court had to justify granting
the low-income adjustment by indicating in writing or on the record the reason for granting the
adjustment. In August 2004, the Legislature changed the provision regarding the presumption of
income (set out in Fam. Code, § 17400(d)(2)) to set presumed income at 40 hours per week at
minimum wage.

Data and Analytical Methodology

Assessment of the Economic Cost of Child Rearing

The assessment of the economic cost of child rearing included a review of the principles
underlying state guidelines, specifically the principle related to the cost of raising children; a
literature review of the studies of child-rearing expenditures underlying state guidelines and the
studies that contained more current estimates; and developing new estimates of child-rearing
expenditures from the most current expenditure data available (i.e., up to the first quarter of 2009
in the Consumer Expenditures Survey conducted by the Bureau of Labor Statistics). This was
deemed necessary because the extant studies did not include data for the years after the economic
recession began in December 2007 or were known to overstate actual child-rearing expenditures.
In all, eight studies of child-rearing expenditures were identified and then compared to elements
of the California guideline formula (e.g., percentage of income allocated to child-rearing
expenditures, multipliers for two or more children). Other factors that affect state guideline
differences were identified through the focus groups and the literature reviewed and then were
analyzed. The amounts under the California guideline were compared to those of other states to
illustrate some points. All calculations were based on automated guideline calculators from a
state agency or court Web site.

Case File Review

A random sample of 1,226 child support orders entered in 2008 was drawn to analyze how the
guideline is being applied and to what extent and why deviations occur. The sample spanned the
same 11 study counties as in the last review. The counties range in size and socioeconomic
factors to reflect the diversity of California. The sample included almost equal shares of IV-D
and non-IV-D cases. To aid our analysis, the preliminary findings were shared in two focus
groups with representatives of advocacy groups and commissioners of the study counties.

Additional Analysis of Low-Income Families

The analysis consisted of a literature review of low-income noncustodial parents and a review of
each state’s guideline. The low-income adjustment, minimum order, self-support reserve, income
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attribution provision, and other information were noted for each state guideline and later
categorized to determine how many states used certain approaches. The reviews were
supplemented with a comparison of state guideline amounts for four low-income case scenarios.
When available, automated guideline calculators from a state agency or court Web site were used
to make the calculations; otherwise, the calculations were performed manually.

Additional Analysis of Medical Support

Each state’s guideline was reviewed to determine what changes were made, if any, to conform to
the 2008 federal medical support requirements. We also reviewed recent information about
health reform and health-care costs in California. Information from recent medical support
demonstration grants, the federal Office of Child Support Enforcement, and conference
presentations of professional child support organizations was also examined.

Focus Groups With Stakeholders

Three focus groups with stakeholders were conducted. The first two focus groups (one held in
Northern California and the other in Southern California) gathered stakeholders’ perspectives on
the comprehensiveness and fairness of the guideline as well as recommended improvements.
Stakeholders participating in the third focus group reviewed preliminary findings of the case file
review and shared their insights to add context and interpretation to the analysis. In all, CPR
identified 48 individuals representing various groups. Participants received e-mail invitations to
attend the focus group taking place in their region, followed by faxed invitations and telephone
calls to increase the number of invitees confirming attendance. Not more than 15 invitees
showed up for any one focus group.

CPR developed interview guides for the focus groups. For some questions, a round-robin
approach was used to engage all focus group participants. A short survey was also administered
in the first two focus groups. The focus groups were audiotaped and transcribed. Meeting notes
and transcriptions were used to identify common themes.

Conclusions

Conclusion 1: The California guideline and 36 other state guidelines are based on a
“continuity-of-expenditures model "— that is, the child support award should allow the children
to benefit from the same level of expenditures that would have been provided had the children
and both parents lived together. State guidelines based on this concept apply it equally to
children of divorce and children of unmarried parents, regardless of whether the parents ever
lived together, because most states believe that children should not be the economic victims of
their parents’ decisions to live apart. Most of these states, including California, base their
guideline formulas on measurements of child-rearing expenditures in intact families and
periodically assess their formulas against newer measurements to ensure that they produce an
adequate amount.



Conclusion 2: The California guideline formula is generally within the range of measurements
of child-rearing expenditures—but at the high end of the range of measurements of child-rearing
expenditures. This assessment is based on comparisons of the California guideline to eight
measurements of child-rearing expenditures, including those that underlie other state guidelines
and current measurements.

Conclusion 3: Many other assumptions and factors besides measurements of child-rearing
expenditures form a guideline formula. These include how the guideline formula adjusts for
higher income, obligee income, and shared physical responsibility, as well as the use of gross or
net income as the guideline basis. California’s approach to some of these factors creates some
anomalies and differences from other state guidelines in certain circumstances, but they are
generally limited or inconsequential.

Conclusion 4: The percentage of orders that deviated from the guideline has increased. The
2010 study found guideline deviations in 15 percent of the cases reviewed. Commissioners and
stakeholders attribute the increase to the economic recession and better-educated parents.

Conclusion 5: Commissioners and advocates agreed that the current low-income adjustment is
inadequate. Fifteen percent of the obligors in the case file review had incomes below $1,000 net
per month and so were eligible for the low-income adjustment. Despite increases in the
minimum wage, this is the same percentage of obligors who were eligible during the last review.
It is indicative of the economic distress that many parents currently face as a result of high rates
of under- and unemployment and the lack of even low-paying jobs.

Conclusion 6: Many of the guideline factors designed to yield more responsive orders are being
applied very infrequently. A hardship deduction is being made to the incomes of only 4 percent
of the parents. Orders for additional support also are infrequent. Orders for work-related child-
care expenses are applied in 12 percent of the cases, and orders for uninsured health-care costs
are applied in 18 percent of the cases. Other adjustments to income and orders for other
additional support are applied even less frequently. Commissioners attribute these trends to the
economic downturn, a higher rate of default orders, and a smaller proportion of modified orders
in the sample.

Conclusion 7: The percentage of orders entered through default, 46 percent, is back up. This is
after a concerted effort several years ago to lower the number of orders entered by default in
California.*

Conclusion 8: The percentage of orders involving presumed income has increased since the last
guideline review. The percentage of orders with income imputation, however, has not increased.
State statute requires that income be presumed in IV-D cases when the obligor’s income or

* As discussed in Chapter 4 of the report, default orders are correlated with nonpayment. The general premise is that
payments will be higher when parents are engaged in the order establishment or modification process.
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income history is unknown. State statute provides that income can be imputed in any child
support case (regardless of IV-D status) based on the parent’s earning potential.

Conclusion 9: Health insurance is frequently ordered, and medical support is ordered in most
1V-D cases. The latter is important because of new federal medical support rules that became
effective in 2008.

Conclusion 10: Information is frequently missing from case files. Critical information was
missing in many child support cases reviewed for this study. Ten percent lacked documentation
of the calendared child support court event; 19 percent did not contain information on the
parents’ income; 9 percent lacked information on the child support order; and 22 percent did not
specify the guideline amount.

Conclusion 11: Historically, many IV-D families and obligors have poverty or low incomes. The
current high unemployment and underemployment rates likely contribute to even higher
incidences of poverty and low income than were previously documented. This review considers
how other states address low-income parents and how poverty and low income create special
circumstances that need to be addressed when determining appropriate child support amounts.

Conclusion 12: When child support obligations are set too high for low-income obligors, they
are unable to meet their own subsistence needs. This leads to many severe consequences: a
reduced incentive to work and to work in the mainstream economy; depressed child support
payments; higher arrears balances; and attenuated parent-child relationships, which in turn, can
adversely affect child outcomes.

Conclusion 13: The California guideline amounts for low-income obligors are high relative to
other states. The low-income adjustment under the California guideline is inadequate. Unlike the
low-income adjustment used in many state guidelines, it does not relate to the federal poverty
guideline for one person. Its income threshold (i.e., the low-income adjustment applies when
obligor net income is less than $1,000 per month) has never been updated. The income threshold
is too low to apply to typical low-income situations (i.e., obligors earning minimum wage);
hence these low-income obligors are not eligible for the low-income adjustment, and payment of
the unadjusted guideline amount leaves the obligor with insufficient income to live above
poverty level.

Conclusion 14: California’s income presumption policy exacerbates the guideline problems for
low-income parents, the obligor’s income is often presumed to be more than it actually is or job
opportunities available for obligors are presumed to pay more than they actually do. Family
Code section 17400(d)(2) provides that if a support obligation is being established by the local
child support agency and the obligor’s income or income history is not known, income is
presumed at minimum wage for 40 hours per week. Presuming income above an obligor’s actual
income can produce a much higher order than the amount that would have resulted had the
guidelines been applied to the parent’s actual income.
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Conclusion 15: Although the 2008 federal medical support rules impose many new requirements
on states—including state provisions for the establishment and modification of medical
support—2010 health reform will likely change future federal medical support requirements. The
federal Office of Child Support Enforcement (OCSE) is currently assessing whether current
federal medical support policies are congruent with 2010 health reform. They anticipate changes,
but the scope of those changes is currently unknown.

Conclusion 16: California statute already provides that either or both parents can be ordered to
provide insurance coverage for the children and that orders allocate the child’s uninsured
health-care expenses between the parents. The 2008 federal medical support rule that applies
directly to state guidelines mandates that a state guideline provide for how the child’s health-care
needs will be addressed.” This encompasses orders for one or both parents to carry insurance for
the child, orders for how the child’s uninsured health-care expenses will be allocated between the
parents, and other types of medical support.

Conclusion 17: California statute currently does not provide an income-based definition of
“reasonable cost” but does address what is “accessible” health-care. Although not called “cash
medical support” (and states are not required to use the federal term), California’s provision of
reasonable uninsured health-care expenses is a form of cash medical support. To assist with the
implementation of the 2008 federal medical support rule that requires IV-D agencies to petition
for health insurance that is reasonable in cost and accessible to the child and/or “cash medical
support,” many states are including definitions of “reasonable cost,” “accessible,” and “cash
medical support” in their guidelines. The 2008 federal rule provides for considerable state
discretion in these definitions; however, the reasonable cost definition must be income based.
(Note: Senate Bill 580 (Wright; Stats 2010, ch 103) was enacted and now implements the rule)

Conclusion 18: The California guideline adjusts for the child’s health insurance differently than
most state guidelines. While most states prorate the child’s share of the insurance premium
between the parents, California subtracts the insurance premium from the parent’s income.
Depending on which parent pays the premium, the support award is increased or decreased by
the other parent’s share. States that have recently replaced the subtraction method for the
proration method find that the subtraction method was not a sufficient adjustment for
skyrocketing premiums and that the proration method is easy and fair.

Conclusion 19: Focus group discussions among advocates reveal that parents frequently fail to
comprehend what goes into the guideline calculation and need more education to improve their
understanding. Advocates suggest that parents receive more education so that they better
understand the factors that go into the guideline calculation. They believe that parents who do
not understand the guideline sometimes distrust the calculation and/or resent the system.

45 C.F.R. § 302.56(3).
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Conclusion 20: Advocates who attended the focus groups consistently believed that the guideline
is unfair to low-income parents. Many advocates expressed concern about how the guideline
treats low-income parents, and low-income noncustodial parents in particular.

Conclusion 21: Many of the advocates’ issues concerned systematic issues involving the
guideline or were beyond the scope of the guideline. Advocates participating in the focus groups
saw the guideline as interrelated and inseparable from other family law issues, including custody
and court and agency rules and procedures. In all, advocates believed these interrelated issues
create parental conflict that is harmful to child well-being.

Recommendations

Recommendation 1: Update and/or modify the low-income adjustment in the guideline. The
current guideline provides for a low-income adjustment when the obligor’s net income is below
$1,000 per month. The $1,000 threshold has never been updated and, unlike most low-income
adjustments in other state guidelines, it does not relate to the federal poverty guidelines for one
person or full-time minimum wage earnings. Moreover, it is inadequate, and research findings
suggest that it inadvertently could reduce the obligor’s incentive to work in the legitimate
economy, pay support, and maintain contact with the child, potentially resulting in other adverse
effects on child outcomes.

Recommendation 2: Evaluate the current income attribution policies as it applies to both
parents. This includes codifying case law on income imputation and reviewing the existing
income presumption provision to determine if it continues to be consistent with the legislative
principles regarding child support.

Recommendation 3: Educate stakeholders and equip them with information so they can make
the current system work better. In addition, develop strategies to engage stakeholders and
encourage their active participation in the child support process. Involvement and education
have ripple effects. When parents understand the guideline better, they are more engaged in the
child support process, are more forthcoming with information, know when and how to seek
modification, and can understand and use the guideline provisions for unique situations when
appropriate.

Recommendation 4: Adopt any necessary conforming changes so that California can meet the
2008 federal medical support rules, but also recognize that 2010 national health reform may
produce changes to the federal rules in the future as well as changes in how states approach
medical support. For the most part, California has the statutory framework needed to meet the
2008 federal medical support rules. One possible exception is that California statute does not
provide an income-based definition of reasonable cost of insurance.

Recommendation 5: Encourage better and more detailed information in the case file. Income
information, order amounts, guideline amounts in orders with deviations, and some other
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pertinent information were missing in a notable number of case files. For some parents, this is
the only record they have of the basis of the order. If a parent ends up needing a modification, it

is important that the file contain a complete record of how the court arrived at the original order
amount.



CHAPTERI

Introduction

Purpose of the Study

This report is prepared pursuant to the California Family Code section 4054(a), which requires
that, at least every four years, the Judicial Council review the Statewide Uniform Child Support
Guideline to recommend appropriate revisions to the Legislature. Federal regulations (45 C.F.R.
§ 302.56) also require that each state review its guideline at least every four years. The primary
purpose of this review requirement is to ensure that the guideline results in the determination of
appropriate child support award amounts. Federal and state requirements additionally specify
that the review must include an assessment of the economic data on child-rearing costs and a
review of case data to analyze the application of the guideline and to ensure that deviations from
the guideline are limited.

The California Guideline and Federal Regulations

The California Legislature adopted the Statewide Uniform Child Support Guideline (referred to
generally throughout this report as the “guideline”) in 1992. Prior to that time, California had a
statewide minimum amount guideline and several county guidelines that judges could apply. The
statewide uniform guideline was adopted to comply with federal regulations for child support
guidelines (see Fam. Code, § 4050). Federal regulations (45 C.F.R. § 302.56(a)) require states to
establish by law or by judicial or administrative action one set of guidelines for setting and
modifying child support award amounts. According to 45 Code of Federal Regulations, part
302.56(f), a state guideline must provide a rebuttable presumption, in any judicial or
administrative proceeding for the award of child support, that the amount of the award that
would result from the statewide guideline is the correct amount of child support to be awarded.

Federal regulations (45 C.F.R. § 302.56(c)) further specify that a state guideline must:

e Take into consideration all earnings and income of the noncustodial parent;

¢ Be based on specific descriptive and numeric criteria and result in a computation of the
support obligation; and

e Provide for children’s health-care needs, through health insurance coverage and/or through
cash medical support in accordance with part 303.31.

The last provision refers to a requirement that state child support agencies petition for cash
medical support when establishing or modifying a child support order. It was added to the federal
requirement in 2008.



In addition, federal regulations require each state to determine criteria that would permit rebuttal
of the presumptive guideline where its application would be unjust or inappropriate and not in
the child’s best interest.

Guideline Calculation

Income Used in the California Guideline

The California guideline considers all earnings and income not only of the noncustodial parent
but of both parents, because its premise is that both parents are responsible for supporting their
children (Fam. Code, § 4053(b)). This obligation, however, does not extend to the parents’ new
spouses. In fact, the California guideline provides that the income of an obligor parent’s
subsequent spouse or nonmarital partner shall not be considered when determining or modifying
child support (Fam. Code, § 4057.5(a)(1)).

Description of the Numeric Formula
The core, basic formula for determining the amount of the child support order under the
California guideline is based on the following factors:

e Each parent’s net disposable income;

e The parents’ total net disposable income;

e The number of children; and

e The percentage of time that each parent has primary physical responsibility for the children.

The California guideline provides for other adjustments to income, such as child support being
paid for other children and other children being supported in the home. The guideline provides
for adjustments to the support order amount, including adjustments for additional support, in
cases involving factors such as uninsured health-related expenses, low-income obligors, and
work-related child-care expenses.

More specifically, Family Code section 4055(a) provides that the statewide uniform guideline for
determining child support orders is:

CS = KIHN — (H%)(TN)]
where CS means the “child support” amount determined by the formula to be payable for one

child. CS is multiplied by an incremental variable for every additional child. The factors are
shown below.

1.6 for 2 children 2.0 for 3 children 2.3 for 4 children
2.5 for 5 children 2.65 for 6 children 2.75 for 7 children
2.813 for 8 children 2.844 for 9 children 2.86 for 10 children

K stands for the amount of both parents’ net income allocated to child support as calculated using
the steps in this paragraph. Another variable in the formula, H%, is used to calculate K. H%



stands for the amount of time the high earner has primary physical responsibility for the children
as compared to the other parent. When parents have different time-sharing arrangements for
different children, H% stands for the average of the approximate percentage of time the high
earner spends with each child. If H% is less than or equal to 50 percent, then K is calculated by
adding 1 to the H% and then multiplying by the relevant K-fraction from the box below. If H% is
greater than 50%, K equals 2 minus H% multiplied by the pertinent K-fraction:

Total net disposable income per month K-fraction
$ 0-$800 0.20 + TN/16,000
$801-$6,666 0.25
$6,667-$10,000 0.10 + 1,000/TN
Over $10,000 0.12 + 800/TN

None of these income ranges or K-fractions have been updated since the guideline was
developed.

HN (bold) stands for the net monthly disposable income of the high earner between the two
parents.

HY% (bold) is defined above.
TN stands for the parents’ total net disposable income.

An example is illustrated in Exhibit 1-1.

Exhibit 1-1: lllustration of California Formula Calculation: One Child

High Earner Low Earner Total
Net disposable income per
month $4,000 (HN) $1,000 $5,000 (TN)
Amount of time higher earner
has with the child 20% (H%)
K-fraction 0.25
K= k-fraction x (1 + H%) (K)=0.30=0.25x (1 + 0.20)

. (CS) =.30[4,000 — (.20)(5,000)]
Child Support _ ~
CS = KIHN - (H%)(TN)] = :28 Eg:ggg] 1.000]
=$900

Children’s Health-Care Needs

The California Family Code provides for children’s health-care needs in several sections,
including section 4062, which provides for reasonable uninsured health-care costs for children,
and section 3751 et seq., which establishes criteria for ordering health insurance coverage for
children.



Guideline Deviation Criteria

Family Code section 4057(b) provides deviation criteria in accordance with federal requirements.
These criteria are listed in Chapter 3 as part of the discussion of results from case data analysis of
guideline applications and deviations.

Proceedings for Establishing or Modifying
Child Support Orders

California superior courts establish or modify child support orders. Certain child support
orders—those established or modified pursuant to part D of Title IV of the Social Security Act
(commonly referred to as the “IV-D program”)—are established within California’s child
support commissioner system (Fam. Code, § 4250). Under Title IV-D, a local department of
child support services (DCSS) can file petitions to establish parentage, obtain and collect child
support, obtain and enforce health insurance coverage for the child, and modify an order. IV-D
services are automatically provided in cases where public assistance monies have been
expended. IV-D services are also provided in non—public assistance cases at the request of a
parent for a $25 fee.® The purpose of DCSS is to work with parents and guardians to ensure that
children and families receive court-ordered financial and medical support. Through a network of
52 county and regional child support agencies DCSS serves approximately 1.8 million children.
Services include locating a parent; establishing paternity; establishing, modifying, and enforcing
a court order for child support; and establishing, modifying, and enforcing an order for health
coverage. The federal government and, in part, states fund the IV-D program.

In California, the local DCSS files the initial complaint in IV-D program cases in the name of the
county in which the application for Title IV-D services is made. The attorney for the local child
support agency does not represent the custodial parent; instead, the custodial parent is named as a
party to the order once the order is established. Either parent can apply for Title IV-D services
and/or use the IV-D program to request a modification, including an obligor who is seeking a
downward modification.

Child support commissioners hear all support actions (child and spousal) and paternity actions
filed by the local DCSS. The commissioner’s duties include taking testimony, establishing a
record, evaluating evidence, making decisions or recommendations, and entering judgments or
orders based on stipulated agreements. Family law facilitators are attorneys employed by the
court and available to assist either parent with child support or other family law issues in cases
heard by commissioners. For example, family law facilitators provide parents with educational
materials, distribute and help complete necessary court forms, and prepare guideline calculations.
However, this interaction between facilitator and parent does not create an attorney-client
relationship.’

® See supra note 1.
" Fam. Code, § 10013.



“Non-IV-D cases” are those in which child support orders are established and modified outside
the commissioner system. A number of large and medium-sized counties have dedicated family
law courts to hear cases involving child support or other family law issues (e.g., custody,
visitation, dissolution of marriage, and domestic violence). The role of these courts in hearing
child support cases is to take testimony, establish a record, evaluate evidence, make decisions as
to support, enter judgment or orders, and approve stipulated agreements between parties. Under
Family Code section 4065, the parties to a child support order may stipulate to an amount of
support, provided the court approves that the parties have been informed of their rights, that the
parties were not coerced into agreeing to the stipulation, and that the agreement is in the best
interest of the children.

Activities of the 2010 Guideline Review

In January 2010, the Judicial Council, through a competitive bidding process, contracted with the
Center for Policy Research (CPR) to provide technical assistance for California’s child support
guideline. Federal and state requirements for review of the guideline were met through the
following activities:

e Reviewing the economic studies underlying the existing California guideline formula;

e Conducting a literature review of studies estimating child-rearing expenditures, including the
most recent economic evidence, and comparing the results of these studies with the
parameters of the California guideline formula;

e Examining other economic factors considered in the guideline formula (e.g., the adjustment
for low-income obligors);

e Examining California’s and other states’ treatment of medical support in the context of new
federal medical support requirements (including the requirements pertaining to reasonable
cost of medical support and cash medical support), health reform, and California’s health-
care delivery system and health-care costs;

e Collecting and analyzing case file data from a review of recently established and modified
child support orders;

e Measuring how frequently the guideline is applied and deviated from, as well as the reasons
for, amount of, and upward and downward direction of deviations;

e Analyzing parents’ characteristics and circumstances in which support is established or
modified;

¢ Adding context to the statistical results of case data analysis and improving interpretation
through focused discussion groups with a broad cross-section of child support commissioners
and stakeholder groups involved in child support issues;

e Seeking input from stakeholders about the comprehensiveness and fairness of the California
guideline; and

e Comparing selected provisions of the California guideline and their application with those of
other states’ guidelines.



Previous Reviews by the Judicial Council

The 2010 review is the fourth conducted by the Judicial Council.® The previous reviews also
examined the most current economic evidence on child-rearing expenditures and analyzed case
file data to determine how the guideline was being applied and the extent of deviation from the
guideline. The economic evidence examined in these earlier reviews suggested that the
California guideline formula resulted in appropriate amounts of child support. The analyses of
case file data in these earlier reviews found that the guideline was, in general, being applied and
that few orders deviated from the guideline.

Previous Recommendations

Prior reviews have been instrumental in helping to effect changes in the statewide uniform
guideline. Specifically, the most recent review, conducted in 2005, suggested continued
monitoring and refinement of certain adjustments, deductions, and additional support but no
changes to the basic guideline formula. The 2005 review also included the following
recommendations and conclusions:

e Research the impact of support orders among low-income families in concert with efforts by
the courts, DCSS, and other state entities to assist low-income families;

e Increase or index the income threshold for applying the low-income adjustment;

e Use a calculation similar to that used for child-care expenses for the child’s share of the
health insurance premium;

e Clarify the hardship deduction (i.e., clarify guideline criteria to yield more consistent
application); and

e Encourage better and more detailed information in the case file.

Significant Guideline Changes in the Last Decade

The Legislature has not made any major changes to the guideline since the 2005 review. The
most recent significant changes affecting the guideline concerned changes to the low-income
adjustment and presumption of income. In August 2003, the Legislature changed the low-income
adjustment provision to make a rebuttable presumption that any obligor qualifying for the low-
income adjustment should be granted the low-income adjustment (set out in Fam. Code, §
4055(b)(7) at net income below $1,000 per month). Previously, the court had to justify granting
the low-income adjustment by indicating in writing or on the record the reason for granting the
adjustment. In August 2004, the Legislature changed the provision regarding the presumption of
income (set out in Fam. Code, § 17400(d)(2)) to set presumed income at 40 hours per week at
minimum wage.

Organization of This Report

The remainder of this report consists of six chapters. The main purpose of Chapter 2, “Basis of
Child Support Guidelines and Studies on Child-Rearing Expenditures,” is to analyze the most

¥ See supra note 3.



current economic evidence on the costs of child rearing. The chapter relates the economic
evidence to the principles underlying state guidelines.

Chapter 3, “Guideline Application and Deviation: A Review of the Case Files,” presents findings
from the analysis of case file data. The purpose of the analysis is to examine how the guideline is
applied by judicial officers around the state and to identify reasons that judicial officers may
enter order amounts different from those based on the guideline. The chapter presents statistics
on the frequency with which child support orders deviate from the guideline, the application of
permissible adjustments to income, and other case and order characteristics.

Chapter 4, “Low-Income Parents and Child Support Guidelines,” discusses the impact of child
support on low-income parents. It compares California’s computation of support awards for low-
income parents to those of other state guidelines.

Chapter 5, “Medical Support Provisions,” analyzes the application of the medical support
provisions that affect orders to provide health insurance for the child and the child’s uninsured
medical expenses. The provisions include quantitative thresholds for determining whether
medical support is reasonable in cost and the ordering of cash medical support. The analyses
consider new federal medical support requirements and national health reform and compares
California medical support provisions to those of other states.

Chapter 6, “Input From Stakeholders,” summarizes stakeholders’ perspectives of the guideline
and recommendations for improving it. The stakeholders include a broad cross-section of groups
involved in child support as identified in Family Code section 4054(f).

Chapter 7 presents conclusions and recommendations resulting from the 2010 review process.

This report is circulated for public comment from November 30, 2010 through January 28, 2011.



CHAPTER 2

Basis of Child Support Guidelines and
Studies of Child-Rearing Expenditures

Most state guidelines, including California’s, currently base their guideline formulas or
schedules on measurements of child-rearing expenditures. Federal regulation (45 C.F.R. §
302.56(h)) and state statute (Fam. Code, § 4054(f)) require consideration of economic data on
the cost of child rearing in a review of the guideline.” The intent is to ensure that state guidelines
reflect current economic data.

The chapter discusses the use of child-rearing expenditures in state guidelines and new
measurements of child-rearing expenditures. It assesses the adequacy and appropriateness of the
California formula by comparing it to measurements of child-rearing expenditures and other
states’ guidelines. The discussion focuses on child-rearing expenditures in intact families
because they form the basis of most state guidelines, but it also considers child-rearing
expenditures in single-parent families and alternative cost estimates. In addition, the chapter
discusses additional considerations and assumptions necessary to transform measurements of
child-rearing expenditures into a workable guideline formula or schedule. It also provides an
overview of alternatives to the principle that a state guideline should be based on measurements
of child-rearing expenditures.

Child-Rearing Expenditures and State Guidelines

Most state guidelines are based on a “continuity-of-expenditures model”—that is, the child
support award should allow the children to benefit from the same level of expenditures that
would have been provided had the children and both parents lived together.'® The practical result
of this approach is that the guideline formulas are based on measurements of child-rearing
expenditures in intact families. State guidelines based on this model apply it equally to children
of divorce and children of unmarried parents, regardless of whether the parents ever lived
together, because most states believe that children should not be the economic victims of their
parents’ decisions to live apart.

California identifies its guideline model as a specific type of continuity-of-expenditures model
called “income shares.” Thirty-seven states rely on the income shares model. The core difference
between income shares guidelines and other continuity-of-expenditures guidelines is that the

? The requirement states the “cost” of child rearing, but most states rely on measurements of expenditures because
costs do not necessarily increase with income, particularly the cost of a child’s minimum basic needs. The policy
decision underlying all state guidelines is that the support award should be larger the more income the obligated
parent has.

' Ingrid Rothe & Lawrence Berger, “Estimating the Costs of Children: Theoretical Considerations Related to
Transitions to Adulthood and the Valuation of Parental Time for Developing Child Support Guidelines,” /RP
Working Paper (Univ. of Wisconsin Inst. for Research on Poverty, Apr. 2007).

8



income shares guidelines consider both parents’ incomes in the calculation of support, whereas
other continuity-of-expenditures guidelines (e.g., Wisconsin’s) consider only the obligor’s
income.'" As explained in the 1993 review of the California guideline,

The California Guideline uses what is commonly called an “income shares” approach to
the determination of child support. At its simplest, income shares means that the amount
of money allocated to children in a guideline is based on a share of the income of both
parents.

(Judicial Council of Cal., Review of Statewide Uniform Child Support Guideline (Dec.1993), p.
26.)

The premise of the income shares model is that the child is entitled to the same amount of
expenditures as would have been allocated had the child and parents lived as an intact family and
that each parent is responsible for his or her pro rata share of those expenditures. It clearly lays
the foundation for basing the income shares guidelines on measurements of child-rearing
expenditures in intact families.

All measurements of child-rearing expenditures underlying state guidelines are estimates and are
derived from national surveys of family expenditures. Economists cannot precisely measure
actual child-rearing expenditures because many items are jointly consumed by parents and
children (e.g., electricity for the home). This limitation is overcome through estimation
methodologies. Differences in methodologies, however, produce a range of estimates of child-
rearing expenditures. A 1990 report commissioned by the U.S. Department of Health and Human
Services recommends gauging the adequacy of a state’s guideline amounts by comparing them to
the lower bound of estimates of child-rearing expenditures.'” State guidelines amounts above the
lower bound are adequate. The same study also compares state guidelines to the upper bound of
the estimates of child-rearing expenditures. Any guideline amount between the lower and upper
amount is deemed to be an appropriate amount. The study’s approach set the precedent for how
California and other states determine the adequacy and appropriateness of their state guideline.

Findings From Last Review

During the last review of the California guideline, the California formula percentages were
compared to current measurements of child-rearing expenditures as well as older measurements
that form the basis of other state guidelines and the California guideline. The last review found
that the California formula generally fell within the range of estimates of child-rearing
expenditures but at the higher end of the range. This finding is congruent with one of the
legislated principles of the California guideline (Fam. Code, § 4053(1)), which identifies
California’s higher cost of living as a reason that the California guideline may be higher than
other state guidelines.

1 s
1bid.

12 L ewin-ICF, Estimates of Expenditures on Children and Child Support Guidelines (U.S. Dept. of Health & Human

Services, 1990).



Comparisons for the 2010 Guideline Review

This review compares the California guideline to current measurements of child-rearing
expenditures, as well as to older measurements that form the basis of current state guidelines.
Five older studies form the basis of current state guidelines. They include measurements of
child-rearing expenditures developed by:

e Dr. Jacques van der Gaag, an economist with the University of Wisconsin Institute for
Research on Poverty, for the state of Wisconsin in 1981;13

e Dr. Thomas Espenshade, an Urban Institute economist, through a U.S. Department of Health
and Human Services grant in 1984;'

e Professor David Betson, University of Notre Dame, through the University of Wisconsin
Institute for Research on Poverty, for the U.S. Department of Health and Human Services in
1990;" and

e Dr. Mark Lino, an economist with the U.S. Department of Agriculture in 2002;'® and

e Professor David Betson, University of Notre Dame, in part for the states of California and
Michigan."’

Three new studies of child-rearing expenditures have been conducted since California last
reviewed its guideline. They include measurements of child-rearing expenditures developed by:

e Professor David Betson, University of Notre Dame, for the state of Oregon in 2006;18

e Professors Thomas McCaleb, David Macpherson, and Stefan Norrbin, Florida State
University, for the state of Florida in 2008;19 and

e Dr. Mark Lino, an economist with the U.S. Department of Agriculture (USDA) in 2009.%

A fourth study, as discussed in Appendix A and in greater detail below, was also conducted for
this review. It consists of new Rothbarth measurements, which are considered the lower bound of
child-rearing expenditures, based on data from families surveyed in 2004 through 2009. The
purpose of updating the Rothbarth measurements is to include data since the current economic

" Jacques van der Gaag, On Measuring the Cost of Children, Discussion Paper No. 663-81, (Univ. of Wisconsin
Inst. for Research on Poverty, 1981).

" Thomas J. Espenshade, Investing in Children: New Estimates of Parental Expenditures (Urban Inst. Press, 1984).
" David M. Betson & Univ. of Wisconsin Inst. for Research on Poverty, Alternative Estimates of the Cost of
Children from the 1980-86 Consumer Expenditure Survey (U.S. Dept. of Health & Human Services, 1990).

' Mark Lino, Expenditures on Children by Families: 2001 Annual Report, Miscellaneous Publication No. 1528-
2002 (U.S. Dept. of Agriculture, Center for Nutrition & Policy Promotion, 2002).

' David M. Betson, “Parental Expenditures on Children,” ch. 5 in Review of Statewide Uniform Child Support
Guideline (Judicial Council of Cal., 2001); Jane C. Venohr, Tracy E. Griffith & Policy Studies, Inc., Report on the
Michigan Child Support Formula (Michigan Supreme Ct., Apr. 2002).

" David M.Betson & Policy Studies, Inc, “New Estimates of Child-Rearing Costs,” appen. I in State of Oregon
Child Support Guidelines Review: Updated Obligation Scales and Other Consideration (State of Oregon, May
2000).

' Thomas S. McCaleb, David A. Macpherson & Stefan C. Norrbin, Review and Update of Florida’s Child Support
Guidelines (Florida Leg., Nov. 2008).

% Mark Lino & Andrea Carlson, Expenditures on Children by Families: 2008 Annual Report, Miscellaneous
Publication No. 1528-2008 (U.S. Dept. of Agriculture, 2009).
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recession began in December 2007. An updated estimate at the low end of the range is more
salient because families may spend even less because of the economic recession.

The most recent USDA study that reflects child-rearing expenditures in 2008, which is a
recessionary year, serves as the upper bound.”' Although the Florida study produced Engel
estimates from families surveyed in 2004 through 2006 that were used to develop an updated
schedule for Florida, the study did not publish the point estimates, and the Florida Legislature
did not update the schedule.

Most of these studies measure the percentage of total family expenditures devoted to child-
rearing expenditures. Economists generally equate family expenditures with after-tax income at
low and middle incomes because families at these levels generally spend all their after-tax
income and save little. The studies find that the percentage of total family expenditures devoted
to one child ranges from 24 to 27 percent. Exhibit 2-1 compares these estimates to the California
K-fraction for one child at low to middle incomes ($801 to $6,661 per month). The California K-
fraction is 25 percent. The architects of the California guideline formula intended this amount to
reflect the percentage of income devoted to child-rearing expenditures and therefore considered
the Espenshade and van der Gaag studies when deriving this amount.

Exhibit 2-1. Comparisons of the California Guideline K-Fraction to
Measurements of Child-Rearing Expenditures for One Child

30% - 279
] as% 25% 24% 25% 26% 25% 25% & ™

25% +
20%
15% 4
10% -
5% -
0% -

California K- van der Gaag Espenshade Betson- USDA ( 2002) Betson- Betson- USDA (2009) Betson-
fraction for low (1981) (1984) Rothbarth Rothbarth Rothbarth Rothbarth
to middle (1990) (2002) (2006) (2010)
incomes

Percentage of total expenditures/income
devoted to child rearing

As evident in Exhibit 2-1, 25 percent is within the range of current estimates of child-rearing
expenditures and those that form the basis of state guidelines. The range is 24 to 27 percent. A
caveat to this finding is that these measurements are not identically comparable to the California
K-fraction. These measurements include expenditures on work-related child care and the child’s
uninsured health-care expenses, which are additions to base support according to the California
guideline. Excluding these expenses from the estimates of child-rearing expenditures would drop
the percentages by a negligible amount to about 6 percentage points, so possibly as low as 18
percent of total expenditures is devoted to basic child-rearing expenditures (i.e., all child-rearing
expenditures except child-care and uninsured health-care expenses for the children). This would

2! Traditionally, estimates based on the Engel methodology have been used as the upper bound, but the Engel
estimator has fallen out of favor both at a practical level and for theoretical reasons. At a practical level, no state has
updated its guideline using new Engel estimates. The theoretical issues are discussed in Appendix A.
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place the California K-fraction of 25 percent above some of the estimates.** One of the
underlying principles of the guideline (Fam. Code, § 4053(1)), however, recognizes that
California’s guidelines should be higher than those of other states because of California’s
relatively high cost of living. Indeed, in a comparison of state guidelines calculated for Florida’s
2009 guideline review, California’s guidelines consistently ranked as one of the highest.” In the
six scenarios considered in the Florida guideline study, California ranked first, second (twice),
third, fifth, and sixth highest.**

Exhibits 2-2 and 2-3 compare the California guideline multipliers for two and three children to
the measurements of child-rearing expenditures. Since the measurements of child-rearing
expenditures for two and three children are not expressed as multipliers, they are converted to
comparable amounts. The ratio of the estimated percentage of total expenditures devoted to two
children to the estimated percentage of total expenditures devoted for one child is used to convert
a particular measurement of child-rearing expenditures to a multiplier for two children. A similar
conversion is made for three children. Multipliers for four or more children are not computed
because most of the studies did not measure child-rearing expenditures for larger families. There
are too few large families in the Consumers Expenditures Survey (CE), which is the predominant
data source used to measure child-rearing expenditures.

Exhibit 2-2 shows that the California guideline multiplier for two children, which is 1.6, is within
the range of estimates for child-rearing expenditures. The estimated range varies from 1.4 to 1.7
for two children. Exhibit 2-2 shows the California guideline multiplier for three children, which
is 2.0, is at the upper end of the range, which varies from 1.6 to 2.0 for three children.

2 The USDA measurements show that 24 percent of total expenditures are devoted to child care and health care
(Lino & Carlson, supra note 20, at p. 11), including the out-of-pocket cost of the child’s insurance premium. Using
this percentage to reduce the 2009 USDA measurement would suggest that 21 percent of total expenditures are
devoted to child-rearing expenditures when there is one child. A limitation to this is that it overstates the amount
comparable to the California K-fraction if the intent of the K-fraction is to include the parent’s cost of the child’s
insurance premium.

3 McCaleb et al., supra note 19, at pp. 11-16.

** The Florida study did not identify the underlying case circumstances of each scenario (e.g., number of children
and parents’ incomes) other than they represented typical Florida cases and comprised a low-income IV-D case, a
middle-income IV-D case, a high-income IV-D case, a low-income non-IV-D case, a middle-income non-1V-D case,
and a high-income non-IV-D case.
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25 Exhibit 2-2. California Multiplier for Two Children Compared to

Multipliers Calculated From Estimates of Child-Rearing Expenditures
2.0
1.7

1.0
0.5
0.0 -

m California guideline m van der Gaag (1981) m Espenshade (1984)

O Betson-Rothbarth (1990) O USDA (2002) 0O Betson-Rothbarth (2002)

@ Betson-Rothbarth (2006) USDA (2009) O Betson-Rothbarth (2010)

Exhibit 2-3. California Multiplier for Three Children Compared to Multipliers Calculated
From Estimates of Child-Rearing Expenditures

1.9
m California guideline m van der Gaag (1981) 0 Betson-Rothbarth (1990)
0O USDA (2002) 0 Betson-Rothbarth (2002) B Betson-Rothbarth (2006)

@ USDA (2009) O Betson-Rothbarth (2010)

Exhibits 2-2 and 2-3 illustrate just one way to compare the two- and three-child multipliers from
the California guideline formula to measurements of child-rearing expenditures. As discussed
above, the estimates of child-rearing expenditures were converted for comparative purposes in
Exhibits 2-2 and 2-3 to multipliers similar to those in the California guideline formula. Another
comparison method is to calculate pseudo-K values for two and three children and compare them

to the estimated percentages of total expenditures devoted to two and three children. For

example, the pseudo-K value for two children would be 0.40, which is 1.4 multiplied by the K-
value for one child (0.25) for combined net incomes between $800 and $6,666 net per month.
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Exhibits 2-4 and 2-5 provide these alternative comparisons. (They are similar to the comparisons
presented in Exhibit 2-1.) Exhibit 2-4 compares the pseudo-K value for two children to the
estimated percentage of total expenditures devoted to two children. Exhibit 2-5 shows a similar
comparison for three children. Exhibit 2-4 shows that the guideline is within the range of
estimated expenditures for two children but at the higher end of the range. Exhibit 2-5 shows a
similar comparison for three children. Only one estimate for three children (i.e., the van der Gaag
amount) is above the pseudo-K value for three children under the California guideline.

60% - Exhibit 2-4. Estimated Percentages of Total Expenditures Devoted to Child Rearing
Compared to K-Value for Two Children
50% -
40% 41% .
40% - 38% 35% 38%
30% -
20% -
10% +
0% -
m California guideline m van der Gaag (1981) m Espenshade (1984)
O Betson-Rothbarth (1990) O USDA (2002) O Betson-Rothbarth (2002)
O Betson-Rothbarth (2006) & USDA (2009) O Betson-Rothbarth (2010)
Exhibit 2-5. Estimated Percentages of Total Expenditures Devoted to Child Rearing
70% - Compared to K-Value for Three Children
60% - 56%
0,
50% - 48% 44% A7% 45%
40%
40% -
30% -
20% -
10% -
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m California guideline m van der Gaag (1981) 0O Betson-Rothbarth (1990) 0 USDA (2002)
0 Betson-Rothbarth (2002) @ Betson-Rothbarth (2006) = USDA (2009) O Betson-Rothbarth (2010)

Based on the findings from the case file review that is reported in the next chapter, 65 percent of
the cases cover one child, 26 percent of the cases cover two children, 7 percent of the cases cover
three children, and 2 percent of the cases cover four or more children.
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Detailed Summaries of the Economic Evidence

There are three different methodologies for measuring child-rearing expenditures that generally
underlie state guidelines: the Engel estimator, the Rothbarth estimator, and the USDA approach.
(Engel and Rothbarth are the economists who developed the estimators.) A 1990 report
conducted for DHHS concluded that the Rothbarth estimates understate actual child-rearing
expenditures and that the Engel and USDA methodologies overstate actual child-rearing
expenditures.” The Engel and Rothbarth estimators are classified as marginal cost approaches
because they both compare expenditures between two equally well off families: (1) a married
couple with children, and (2) a married couple of child-rearing age without children. The
difference in expenditures between these two families is attributed to child-rearing expenditures.
To determine whether families were equally well off, the Engel methodology relies on food
shares, and the Rothbarth methodology relies on expenditures for adult goods (specifically, adult
clothes in the Rothbarth estimates that form the basis of state guidelines). The USDA measures
actual child-rearing expenditures for two expenditure categories (i.e., clothing and the combined
amount for child care and education) and adds those expenses to estimates of child-rearing
expenditures for five expenditure categories (i.e., housing, food, transportation, health care, and
miscellaneous expenses). The methodologies for measuring the expense of individual categories
vary. Until 2008, the USDA measured the child’s housing expenses based on a per capita
calculation, assigning each household member an equal proportion of the total housing expenses.
The USDA now uses the cost of an additional bedroom to estimate the child’s housing expenses.

With the exception of the estimates produced by van der Gaag, all of the estimates of child-
rearing expenditures were measured from the CE, which is conducted by the U.S. Bureau of
Labor Statistics.”® Beginning in 1980, the CE became an ongoing national survey of households
regarding their expenditures. It consists of two components: an interview survey and a diary
survey. Most economists use data collected from the interview survey to measure child-rearing
expenditures. The CE tracks households participating in the interview survey for five
consecutive quarters, with households rotating in and out each quarter. At any point of time more
than 7,000 households participate in the interview survey. The CE considers expenditures on
hundreds of items, making it the most comprehensive and detailed survey of expenditures
available. The CE sampling design consists of a nationally representative sample and samples
representative of the four major geographical regions of the country (i.e., the South, Northeast,
Midwest, and West). The sampling design is not intended to capture representation of individual
states.

A short summary of each estimate and its use in state guidelines follows. The summaries start
with the oldest estimate (in part because it is the economic basis of the existing California
formula) and end with the most recent estimate. More detail about the older estimates can be
found in the 2005 guideline review report.”” More information about the most current estimates
(i.e., USDA (2008) and Betson (2010)) can be found in Appendix A.

 Lewin-ICF, supra note 12.
26 Detailed information about the CE can be found at the Bureau of Labor Statistics Web site at www. bls.gov/CE.
T Judicial Council of Cal., Review of the Statewide Uniform Child Support Guideline 2005 (Mar. 2006), pp. 71-101.
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van der Gaag (1981). Although published in 1981, these estimates still form the basis of several
state guidelines, including those of California, New York, and Wisconsin.*® Through the
University of Wisconsin Institute for Research on Poverty, van der Gaag conducted a literature
review of estimates of child-rearing expenditures available at the time. He found no consensus
on the exact value of the cost of a child from the literature. To narrow the range, however, he
determined that the true cost of one child was between 20 and 30 percent of a childless couple’s
net income and so suggested that 25 percent was an obvious point estimate.”” He also estimated
that the second child costs about half as much as the first child and that the third child costs
about the same as the second child.*® Nine of the 11 studies that van der Gaag reviewed found
that the percentage of family income devoted to child-rearing expenditures decreases as income
increases.’’

Espenshade (1984). The Espenshade estimates form the basis of the prototype income shares
guideline developed through the 1984—1987 National Child Support Guidelines Project.’” They
still form the basis of about eight state guidelines and were considered in the development of the
current California guideline. Conducted through a DHHS grant, the Espenshade study used the
Engel methodology to estimate child-rearing expenditures from the 1972-1973 CE. Espenshade
did not provide point estimates of child-rearing expenditures as a percentage of income or total
family expenditures in his study, but other researchers have calculated them from Espenshade’s
research. They find that the percentage of total family expenditures devoted to child rearing are
24 percent for one child and 41 percent for two children.” What Espenshade actually reported is
a range of child-rearing expenditures for two-child families by socioeconomic class and other
household characteristics.™*

Betson (1990). Most states that updated their guidelines in the 1990s relied on Betson’s
estimates developed from the 1980-1986 CE using the Rothbarth estimator. Five states still base
their guidelines on the 1990 Betson-Rothbarth estimates. Commissioned to fulfill a congressional
mandate aimed at providing states with information that could be used to develop a statewide
guideline, the Betson study actually used five different methodologies to measure child-rearing
expenditures for this study. Betson concluded that the Rothbarth estimator was the most robust
and therefore recommended its use for state guidelines. The 1990 Betson-Rothbarth estimates
indicate that the percentages of family expenditures devoted to child rearing are 25 percent for
one child, 35 percent for two children, and 40 percent for three children.*

*® The use of van der Gaag’s estimates in California is obvious because the use matches the K-fraction. It is less
obvious in New York and Wisconsin because those states factored in additional considerations.

%% van der Gaag, supra note 13, at p. 21.

*Id, at p. 24.

UId., atp. 21.

32 Nat. Center for State Cts., Development of Guidelines for Child Support Orders (U.S. Dept. of Health & Human
Services, 1987).

3 Lewin-ICF, supra note 12, at pp. 4-19.

* Espenshade, supra note 14, at p. 67.

3 Betson, supra note 15, at p. 57.
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USDA (Lino 2002). The USDA releases new measurements of child-rearing expenditures
annually. The 2002 USDA study forms the economic basis of the Minnesota guideline. Its
estimates reflect child-rearing expenditures in 2001 but are based on the 1990-1992 CE.** No
other state bases its guideline on the USDA estimates (from any study year); however, the
recommendation ensuing from the last two reviews of the Ohio guideline was for a USDA-based
schedule. It failed to be legislated. The USDA estimates indicate that the percentages of family
expenditures devoted to child rearing in 2001 are 26 percent for one child, 42 percent for two
children, and 48 percent for three children.’’

Betson (2002). Betson updated his Engel and Rothbarth estimates in 2002 using more recent CE
data (i.e., 1996—1998 CE). Eleven states still base their guidelines on the 2002 Betson-Rothbarth
estimates. Georgia bases its guideline on the average of the 2002 Engel and Rothbarth estimates
produced by Betson. The 2002 Betson-Rothbarth estimates indicate that the percentages of
family expenditures devoted to child rearing are 25 percent for one child, 35 percent for two
children, and 41 percent for three children.*®

Betson (2006). Oregon commissioned a study in which Betson updated his Rothbarth estimates
in 2006, this time using 1998-2003 CE data.’” These estimates form the bases of 10 state
guidelines. The 2006 Betson-Rothbarth estimates indicate that the percentages of family
expenditures devoted to child rearing are 25 percent for one child, 37 percent for two children,
and 44 percent for three children.*

McCaleb et al. (2008). To develop an updated schedule for consideration by the Florida
Legislature, McCaleb et al. applied the Engel methodology to the 2004-2006 CE. Although they
do not report their average estimates, they do report that their estimates are considerably lower
than those of Espenshade and Betson.*' Their report includes an appendix that partially explains
why their results may be lower. The appendix, written by Paula Arce-Trigatti, summarizes her
graduate thesis, which investigated the sensitivity of estimates of child-rearing expenditures to
the specification of the estimation equation, the choice of variables included in the estimation
equation, and the data series used in the estimation.** In the course of her analysis, Arce-Trigatti
estimated child-rearing expenditures by applying the Engel and Rothbarth methodologies to
1999-2001 CE data and made slight variations to the sample selection and estimation equation.
Although her estimates are not used to develop the proposed Florida schedule, they are reported
in the most recent USDA report.” As of March 2010, Florida had not updated its schedule, and

3% More information about how the USDA measurements were used and adjusted to develop the Minnesota
guideline is provided in Jane Venohr & Policy Studies, Inc., Evaluation of the New (2007) Minnesota Child Support
Guideline Basic Support Schedule (State of Minnesota, Dec. 2005).

37 Lino, supra note 16, at p. 12.

3% Venohr & Griffith, supranote 17, at p. 11.

39 Betson, supra note 15, at p. 57.

0 Venohr & Griffith, supra note 17, at p. 11.

*I McCaleb et al., supra note 19, at p. 3.

2 1d., at pp. 47-55.

*# Lino, supra note 20, at p. 19.
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none of the estimates of child-rearing expenditures in this report form the basis of any state
guideline.

USDA (Lino 2009). The 2009 USDA report, which measures child-rearing expenditures in 2008,
makes several changes to the USDA measurements. The 2009 USDA study updates its
underlying estimates to those calculated from the 20052006 CE. In addition, as discussed
earlier, it changed its methodology for determining the child’s housing costs. The 2008 USDA
estimates indicate that the percentages of family expenditures devoted to child rearing are 27
percent for one child, 40 percent for two children, and 47 percent for three children.*

Betson (2010). For the purpose of this study—to determine the adequacy of the current
California guideline formula— Betson updated his Rothbarth estimates to include more current
CE data, from 2004 through 2009. Because the Rothbarth estimator is known to understate actual
child-rearing expenditures, the Betson-Rothbarth estimates have been used historically to assess
whether a state guideline is inadequate. (State guideline amounts below the Betson-Rothbarth
estimates are considered inadequate.) Although Betson updated his Rothbarth estimates after
California last reviewed its guideline, the estimates did not consider the current recession that
began in December 2007, which marked changes to family income and expenditures. The most
recent Betson-Rothbarth estimates indicate that the percentages of family expenditures devoted
to child rearing are 24 percent for one child, 37 percent for two children, and 45 percent for three
children. A detailed technical report of Betson’s most recent findings is provided in Appendix A.

Limitations of the Estimates. No estimate is free of methodological issues or data limitations. As
discussed in more detail in Appendix A as well as in most of the other studies,* each estimation
technique has its own set of shortcomings. Until recently, the major limitation of the USDA was
the per capita calculation of the child’s share of total family housing costs. A major limitation of
the Rothbarth estimator is that the CE definition of adult clothing actually captures clothing
purchases for older children as well. Although Betson makes some data adjustments to correct
for this, the household budget share devoted to adult clothing is critical because it is used as a
proxy to identify whether households with and without children are equally well off. As
discussed in detail in Appendix A-7, the Engel methodology essentially works (and functions as
the upper bound of the range of child-rearing estimates) only when food composes the largest
share of family expenditures. In actuality, however, housing constitutes the largest share of
family expenditures.

Other Limitations of the Estimates. Other limitations exist because of variable definitions, the
functional form of the estimating equations, and the criteria used for excluding cases from the
analysis. Appendix A discusses major limitations and includes additional analysis to test the
sensitivity of some of the assumptions used in the estimation. One of the major data issues is
whether to use “expenditures” or “outlays.” Based on the definition in Appendix A, “outlays”
include expenditures plus principal payments on debt including home mortgage principal. The

* Lino & Carlson, 2009, supra note 20, at p. 19.
4 Lewin-ICF, supra note 12; Betson, supra note 15; Lino, 2009, supra note 20; McCaleb et al., supra note 19.
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most recent Betson-Rothbarth and USDA measurements include payments on home mortgage
principal, but earlier estimates did not. Both the Florida study and Appendix A consider
alternative criteria for excluding cases from the analysis. In all, Betson reports that the
assumptions he made in developing the latest Betson-Rothbarth estimates would tend to bias
them downward (see Appendix A). This has consequences to the use of the Betson-Rothbarth
estimates to assess the adequacy of state guidelines. Specifically, when a state guideline is below
the Betson-Rothbarth estimates, the hypothesis that the state guideline is inadequate is
appropriately accepted; however, when a state guideline is above the Betson-Rothbarth
estimates, the hypothesis that the state guideline is inadequate could be inappropriately
accepted.*

Additional Assumptions and Considerations

The measurements of child-rearing expenditures are just a starting point for developing a state
guideline. Many other assumptions and factors are considered in deriving a workable guideline
formula or schedule. This includes adjusting the measurements for four or more children, setting
guideline amounts for upper incomes, and determining whether to use a gross- or net-income-
based guideline. Some states may also adjust the measurements of child-rearing expenditures
upward or downward depending on whether the state’s cost of living is higher or lower than the
national average. States also update measurements of child-rearing expenditures to current price
levels when using them to develop a state guideline. States vary in the additional assumptions
and considerations that they use to craft their guideline formulas and schedules. These different
assumptions and considerations produce just as much variation in state guideline amounts as a
state’s choice of which measurement to use as the basis of its guideline formula or schedule.

Guideline Amounts for 4 or More Children

As discussed above, economists do not estimate child-rearing expenditures for larger families.
Instead, many states rely on an equivalence scale developed by the National Research Council
(NRC) to extend the measurements of child-rearing expenditures to 4 or more children.*’ Exhibit
2-6 compares the California guideline multipliers for 4 and more children to those computed
from an Oregon report that relied on the NRC multiplier.* It shows that California multipliers
are more than the implicit Oregon multipliers for 4, 5, 6, 7, and 8 children. For 9 children, they
are about equal, and for 10 children, the implicit Oregon multiplier exceeds the California
multiplier.

* In other words, this analysis lends itself to Type II errors.

“Constance F. Citro & Robert T. Michael, Measuring Poverty: A New Approach (Nat. Academy Press, 1995).
48 Policy Studies Inc., State of Oregon Child Support Guidelines Review: Updated Obligation Scales and Other
Considerations (Oregon Dept. of J., May 2006), p. II-7.
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Exhibit 2-6. California Multipliers for 4 and More Children Compared to
Those Implied by the Oregon Guideline
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Guideline Amounts for Higher Incomes

The percentage of income devoted to child-rearing expenditures arguably decreases as income
increases.* This is evident from the K-fraction in the California guideline. The K-fraction is 0.25
for one child when the combined net income of the parents is $800 to $6,666 per month but
gradually decreases for incomes above $6,666 per month to about 0.12 at very high incomes. The
architects of the California guideline intended for the K-fraction to reflect the percentage of
income devoted to child-rearing expenditures for one child and assumed that the percentage of
income devoted to child-rearing expenditures decreased as income increased.

To gauge whether the California guideline decreases at an appropriate rate, support awards under
the California guideline are compared to those of Minnesota and Oregon. Minnesota bases its
guideline on the 2002 USDA measurements of child-rearing expenditures. Oregon bases its
guideline on the 2006 Betson-Rothbarth measurements of child-rearing expenditures. (As
discussed earlier, the USDA estimates form the upper limit of the current range of estimated
child-rearing expenditures used in state guidelines, and the Rothbarth estimator forms the lower
limit of the range.) The comparison considers six scenarios where the following circumstances
are constant: the obligor’s gross income is $3,000 per month; there is one child; and the parent
who is the higher earner has no shared physical responsibility for the child. Obligee income is
the only assumption that changes in the six scenarios. The amounts of obligee incomes
considered in the different scenarios are zero; $1,000; $3,000; $5,000; $7,000; and $9,000 per

* Malcolm L. Smith et al. 2009 New Hampshire Child Support Guidelines Review and Recommendations (New
Hampshire Dept. of Health & Human Services, Mar. 2009), p. ii.
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month. If the support awards decrease as obligee income increases, the guideline reflects that
child-rearing expenditures as a percentage of income decline as income increases.

Exhibit 2-7 clearly demonstrates this outcome for the Oregon and Minnesota guidelines.”® For
example, the Oregon guideline amount decreases from $558 per month when the obligee has no
income to $524 when the obligee’s gross income is $1,000 per month; and when the obligee’s
gross income increases to $3,000 per month, the guideline amount decreases to $429 per month.
The California guideline amount remains at $583 per month until the obligee’s income surpasses
$3,000 gross per month. This is because the combined net income of the parents finally pushes
the case out of the income bracket where the K-fraction is 0.25. In effect, the California guideline
formula plateaus when obligor income is constant and the combined income of the parents falls
in the range where the K-fraction is 0.25. One caveat to this finding should be noted: The case
examples assume that the parent with higher earnings has no shared physical responsibility
(which, as shown in the findings from the case file review, is a somewhat common scenario,
particularly in IV-D cases). When the higher earner has shared physical responsibility, the order
amount will not plateau.

Exhibit 2-7. Comparison of California, Oregon, and Minnesota Gudeline Amounts for
One Child When Obligee Income Increases and Obligor Income Remains the Same
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> The Minnesota guideline amounts for the two scenarios in which obligee income was the highest were the same.
The reason for this anomaly is beyond the research scope of this study. The researchers calculated the Minnesota
guideline amounts from the state’s automated guideline calculator.
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Income Basis of the Guideline: Gross Versus Net

Even though the measurements of child-rearing expenditures are generally expressed as
percentages of total family expenditures, they are used in both net- and gross-income-based state
guidelines. Gross-income guidelines include tax assumptions to convert the estimates of child-
rearing expenditures to a gross-income basis. This effectively converts gross income to after-tax
income. The California guideline (Fam. Code, § 4059) also effectively converts the gross to
after-tax income.

The most common tax assumption used in gross-income guidelines is that all income, regardless
whether it is earned by the obligor or obligee, is taxed as a single person with no dependents.
This assumption tends to produce lower guideline amounts because the effective tax rate is
higher when there are no dependents. The District of Columbia, however, made another
assumption to convert estimated child-rearing expenditures, which were calculated as
percentages of total expenditures, to a gross-income-based schedule. The District of Columbia
schedule assumes that all after-tax income is spent (i.e., there are no savings, even at higher
incomes) and that the tax situation is that of a married couple whose number of dependents is
equivalent to the number of children for whom support is being determined. For example, the
one-child amounts under the District of Columbia guideline were converted from the estimated
percentage of total expenditures devoted to raising one child to gross income by assuming the tax
rate of a married couple with one child. A key difference between the California provision for
converting gross to net income and the gross to net income conversion underlying most states is
that the California conversion allows for the obligee and obligor to have different tax scenarios
(e.g., the obligee could be married and the obligor could be single). In contrast, gross-income
guidelines that are based on estimated percentages of total expenditures devoted to child rearing
must assume the same tax scenario for both parents in order to achieve a gross-income-based
schedule. This nuance is particularly important for parents with subsequent spouses or other
children. The current California approach captures tax differences because a subsequent spouse
puts the parent in another income tax bracket, while the income standardization approach used
by most states with gross-income-based guidelines would not.

Whether a state chooses to base its guideline on gross or net income is a policy decision. One
merit of using gross income is that it does not require information about each parent’s tax status
and the amount of taxes actually paid. Another merit is that the award amount is the same for
parents with identical gross incomes and case circumstances, even though one parent itemizes his
or her tax deductions because that parent pays mortgage interest and the other parent rents and
does not pay mortgage interest. Of course, this assumes that parents with identical gross incomes
should be treated similarly. An alternative perspective is that parents with identical net incomes
should be treated similarly. Under that perspective, net income would be favored. A merit of
using net income is that it better reflects the actual amount of income that the parent has
available to support his or her children.
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California Housing Costs

Concerns about California’s housing costs are multifaceted. Housing costs in California are more
than the national average, they vary considerably by county, and they have recently plummeted
during the economic recession. According to 2008 data (the most recent U.S. Census data
available), median housing costs in California ($1,410 per month) are almost 50 percent higher
than the national median ($970 per month).”' Further, the range in California housing costs is
illustrated by comparing the median housing costs of San Diego County, which are $1,510 per
month, to those of Fresno County, which are $989 per month.**

Several other states have a mix of counties that vary in cost of living (e.g., Maryland and New
York). This is generally true of any state with both a major city and rural areas. However, the
federal requirement is for a “statewide” guideline. To this end, county differences in housing
costs cannot be part of the presumptive guideline formula. It could, however, be a consideration
for deviating from the guideline in cases where one or both parents’ have extremely high or low
housing costs.

Adjusting for Shared Physical Responsibility

State guidelines adjustments for shared physical responsibility are mostly based on policy
decisions. There is little economic evidence showing how parents share child-rearing expenses in
shared physical responsibility cases and no dataset that tracks expenditures of both the mother
and the father who live in separate households but have a common child.”® Unlike most state
guidelines, California incorporates its adjustment for shared physical responsibility into its base
guideline formula. One of the public comments during the last review was that the California
formula produces too much of a precipitous adjustment at some levels. In addition, some
participants of stakeholders’ focus groups believe that shared physical responsibility creates
conflict between parents. They suggested that a few more or fewer overnights with the other
parent can substantially change the award amount.

To examine this, we compared guideline amounts adjusted by incremental differences in
timesharing. Exhibits 2-8 and 2-9 depict changes in the California guideline amount resulting
from incremental increases in the number of overnights the child is with the obligor. The
guideline amounts start with 20 percent of the child’s time with the obligor and then are adjusted
in 5 percentage point increments (i.e., increments of about 1.5 more overnights per month). The
exhibits also show the amounts under the Arizona and Oregon guidelines, which have shared
physical responsibility adjustments that vary considerably from those calculated with the
California formula. Exhibit 2-6 compares a case where the parents have equal incomes (i.e.,
$3,000 gross per month) and there is one child. Exhibit 2-7 compares a case where there is one

' U.S. Census Bur. American Factfinder, “B25105. Median Monthly Housing Costs (Dollars) — Universe:
Occupied Housing Units With Monthly Housing Costs,” 2008 American Community Survey,
http://factfinder.census.gov (as of Apr. 28, 2010).
52 .

Ibid.
>3 Jane Venohr, “Behind Time-Sharing Adjustments in Child Support Guidelines,” in 2006 Family Law Update, ed.
Ronald Brown & Laura Morgan (Aspen Publishers 2006).
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child, the obligor’s gross income is $3,000 per month, and the obligee’s gross income is $2,000

per month.
Exhibit 2-8. Comparison of Adjustments for Shared Physical Responsbility
429 (Case A: Parents have equal incomes)
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Exhibit 2-8 shows that the support award decreases by about $40 to $85 when the child’s time
with the obligor increases by 5 percent (i.e., about 1.5 days per month). The $40 drop occurs
when the child’s time with the obligor increases from 45 percent to 50 percent (i.e., the support
award dropped from $40 at 45 percent timesharing to $0 at 50 percent timesharing). In general,
however, the exhibits do not indicate that the California guideline produces any more precipitous
drop to the support award than that resulting from the Oregon and Arizona guidelines. They
show, however, that the Arizona guideline plateaus when the timesharing arrangement increases
from 25 to 30 percent. The Arizona guideline amounts remain the same at these levels of
timesharing. The Arizona adjustment is based on a sliding scale that applies to timesharing
brackets; timesharing arrangements of 25 and 30 percent are within the same bracket, so the
same adjustment applies.

24



Exhibit 2-9. Comparison of Adjustments for Shared Physical Responsbility
(Case B: Obligor gross income = $3,000; Obligee gross income = $2,000)
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Alternative Measurements of Child-Rearing Costs

A recurring criticism of using measurements of child-rearing expenditures in intact families as
the basis of state guidelines is that they do not capture the reality of each parent’s and the
children’s current living situation and standard of living.>* Although other measurements of
child-rearing costs are available, none are used as the basis of any state’s guideline for various
reasons.

Expenditures in Single-Parent Families

No state bases its guideline on measurements of child-rearing expenditures in single-parent
families. One reason is that an inordinate percentage of single-parent families live in poverty.
Nearly 39 percent of California families with a female householder (no husband present) and
related children under 18 years of age are below the poverty level.”> Most states, including
California, believe that the children should share in the standard of living afforded by the parents
(see Fam. Code, § 4053(f)). This can be interpreted to mean that if a parent can afford to live
above poverty, the children should also live above poverty.

The USDA provides the only recent study to consider child-rearing expenditures in single-parent
families.>® It finds that child-rearing expenditures in single-parent families generally follow a

>* The New Hampshire report provides a summary critique of the literature on this issue (Smith et al., supra note
49).

> Calculated from U.S. Census Bur. American Factfinder, “California: B17006. Poverty Status in the Past 12
Months of Related Children Under 18 Years By Family Type,” 2006-2008 American Community Survey 3-Year
Estimates, http.//factfinder.census.gov (as of Mar. 30, 2010).

*® Lino & Carlson, supra note 20.
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similar pattern to those in two-parent families—that is, the amount of dollars expended on
children increases as family income rises. The USDA study also compared expenditures in two-
parent families and single-parent families. It found that 85 percent of single-parent families and
33 percent of two-parent families were in the lowest income range considered in the USDA
study, which consisted of families with incomes below $56,870 per year in 2008 dollars. On
average, child-rearing expenditures were 7 percent lower in single-parent families than in two-
parent families. One reason that single-parent families in this income range may spend less is
that they have lower average income than two-parent families in this income range.

Foster Care Payments

One participant in the stakeholder focus group suggested that California should base its guideline
on child-rearing costs and further suggested that foster care payments may be a source of that
information. California foster care rates vary by region, age of the child, care setting, and
treatment. In 2008, the basic rates ranged from $427 to $635 per child per month.>” The
underlying source of these rates was beyond the research scope of this study.

Self-Sufficiency Standard

The “self-sufficiency standard” measures how much income working individuals and families
need to pay for their basic needs. Developed through a Ford Foundation grant, the self-
sufficiency standard is calculated for various states. No state bases its guideline amounts on the
self-sufficiency standard, but it still informs state guideline reviews. Published in 2008,
California’s most recent self-sufficiency standard shows a large variation in income needs by
county, family size, and child age.” For example, a family of two consisting of an adult and a
school-age child requires a monthly wage of $2,481 per month in Siskiyou County and $3,515
per month in Santa Clara County. When compared to what is required for a single adult, this
suggests that a school-aged child costs $942 per month in Siskiyou County and $1,162 per month
in Santa Clara County.”’

Alternative Bases of State Guidelines

Some policymakers believe that getting the measurement of child-rearing expenditures right is
paramount.®’ They argue that measurements that fall short put children at risk of poverty or yield
guideline amounts that do not appropriately allocate the economic responsibility for the children
between the parents. Some also acknowledge that problems inherent in estimation methods and

*7 California Dept. of Social Services, Children & Family Services Div., All County Letter No. 08-11 (Jan. 17,
2008).

> Insight Center for Community Economic Development, How Much Is Enough in Your County (May 2008).

> This is based on the difference between the self-sufficiency standard for one adult and the self-sufficiency
standard for one adult and a school-aged child.

5 In fact, the lack of agreement on which measurement was suitable for an update of the Washington guideline was
why the committee charged with reviewing the guideline could not recommend how to update it even though it had
not been updated for almost 20 years. (State of Washington Joint Legislative Audit & Review Com., Review of
Child Support Guideline: Proposed Final Report (Jan. 2010).
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data make a perfect measurement infeasible.®' Still others believe that it is better to err on the
side of the children and the custodial parent.®* These limitations aside, several states simply
acknowledge that their guidelines are partially based on economic data and partially based on
policy decisions.®® Further, some argue that the current approach to guidelines no longer
equitably fits the child support caseload because of greater incidences of joint custody and
multiple-partner fertility and an increasing proportion of never-married parents in the IV-D
caseload. **

In general, state guideline solutions that adjust for low incomes and multiple-partner fertility are
not based on measurements of child-rearing expenditures. In addition, if state guidelines were
based on standard of living, as some advocate, they would not be based on measurements of
child-rearing expenditures. Following is an overview of some of these approaches.

Low Incomes

As discussed in great length in Chapter 4, in some cases both parents may be impoverished and
neither parent can afford what it actually costs to raise a child. Most states recognize this issue.
Most state guidelines provide some sort of guideline adjustment for obligors with poverty or
near-poverty incomes. The guideline amounts at this level often reflect a token amount or an
amount that an obligor can reasonably pay while leaving him or her sufficient income to live at
least at a sustainable level. As evident in Chapter 4, however, most states have failed to keep
their low-income adjustments current.

Multiple-Partner Fertility

Guidelines amounts based on child-rearing expenditures in intact families cannot reflect the
reality that mothers or fathers have children with several different partners. The incidence of
multiple-partner fertility in California is unknown. A national survey of families and households
conducted in 1989 found that 31 percent of noncustodial parents live with a new partner and
children, including stepchildren.®® One of the most comprehensive and detailed studies of
fertility patterns of parents with multiple-partner fertility is a Wisconsin study that tracked cases
for four years after the custodial parent applied for public assistance.® It found that more than
half of the involved parents—the custodial parent, noncustodial parent, or both—had children
with multiple partners.

'Smith et al., supra note 49.

62 Massachusetts Trial Cts., Report of the Child Support Guidelines Task Force (Oct. 2008).

% New York State Com. on Child Support & Assn. of the Bar of the City of New York, “What Are the Child
Support Guidelines? The Child Support Standards Act,” presentation to the Assn. of the Bar of the City of New
York (New York, N.Y., Oct. 21, 1989); Ingrid Rothe, Judith Cassetty & Elisabeth Boehnen, Estimates of Family
Expenditures for Children: A Review of the Literature (Univ. of Wisconsin-Inst. for Research on Poverty, 2001);
Massachusetts Child Support Guidelines, supra note 62.

5 Rothe & Berger, supra note 10.

% Trwin Garfinkel, Daniel Meyer & Sara McLanahan, “A Patchwork Portrait of Nonresident Fathers,” in Fathers
Under Fire: The Revolution in Child Support Enforcement, ed. Irwin Garfinkel et al. (Russell Sage Foundation,
1998).

% Maria Cancian, Steven Cook & Daniel R. Meyer, Child Support in Complicated TANF' Families (Wisconsin Dept.
of Workforce Development, 2003)).

27



Wisconsin researchers identified three approaches for dealing with multiple families when
setting child support orders.”” The approach taken by most state guidelines, including
California’s, is to consider each case independently. There may be an adjustment to the parent’s
income for other children living with the parent besides the children for whom support is being
determined, but the support award is determined for the children in an individual case and
support awards for other children are not revisited simultaneously. Another approach centers on
the combined needs of all children living with the obligee. Although no state currently takes this
approach, it could ensure an adequate level of support to the children while recognizing the
economies of scale of more than one child living with the obligee. A third approach considers the
financial resources available to an obligor to support all of his or her children living in different
households. This could substantially reduce support in all of the obligor’s cases and requires that
support be determined for multiple cases simultaneously. Louisiana is the only state to consider
such an adjustment, but it failed as legislation.®® The Louisiana proposal attempted to treat all of
the obligor’s children equally while recognizing the other parents’ financial responsibilities for
their children.”” The Louisiana proposal did not consider how much it costs to raise a child in an
intact family.

Standard of Living

Those critical of basing state guidelines on measurements of child-rearing expenditures typically
advocate state guidelines that consider the noncustodial parent’s and the custodial family’s
standards of living after payment or receipt of child support. However, there is no consensus on
the impact of child support on standard of living and what guideline model would yield a more
equitable amount. Some argue that the underlying models of most state guidelines generally
produce a higher standard of living for the custodial family than that of the noncustodial parent.”
Others argue that the only situation in which the custodial family’s standard of living is generally
higher than that of the noncustodial parent is when the custodial family has more income than the
noncustodial parent.”" Still others argue that the custodial parent’s and child’s standards of living
are inextricably linked, so it is an acceptable policy outcome for the custodial family’s standard
of living to increase.”> California takes this position. It is stated in one of the guideline principles
in state statute:

%7 Maria Cancian & Daniel R. Meyer & Univ. of Wisconsin Institute for Research on Poverty, Alternative
Approaches to Child Support Policy in the Context of Multiple-Partner Fertility (Wisconsin Dept. of Workforce
Development, Dec. 2006).

6% Sarah Chacko, “Legislators Kill Child-Support Changes,” Advocate Capital News (Baton Rouge, La., May 21,
2008).

% Jane Venohr & Center for Policy Research, Technical Documentation: Multiple Family Adjustment (Louisiana
State Law Inst., Jan. 2008).

" Sanford Braver & David Stockburger, “Child Support Guidelines and Equal Living Standards,” in The Law and
Economics of Child Support Payments, ed. William Comaner (Edward Elgar Publishing Co., 2004); R. Mark Rogers
& Donald Bieniewicz, “Child Support Guidelines: Underlying Methodologies, Assumptions, and the Impact on
Standard of Living,” in The Law and Economics of Child Support Payments, ed. William Comaner (Edward Elgar
Publishing Co., 2004).

! Grace Blumberg, “Treatment of Child Support,”(Jan. 1999) 33(1) Family Law Quarterly 39-110.

2 Massachusetts Trial Cts., supra note 62.
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Children should share in the standard of living of both parents. Child support may
therefore appropriately improve the standard of living of the custodial household to
improve the lives of children.

(Fam. Code, § 4053(f).)

The Arizona Judicial Council recently adopted a state guideline that is intended to partially close
the gap between the custodial family’s and noncustodial parent’s standards of living.”* The new
guideline was developed in response to criticism over measurements of child-rearing
expenditures and Arizona’s version of the income shares model.”* The new model generally
produces award amounts lower than the existing Arizona guideline when the noncustodial
parent’s income is less than the custodial parent’s income, and it produces amounts greater than
the existing Arizona guideline when the noncustodial parent’s income is higher than the
custodial parent’s income. It also significantly reduces the amounts for low-income noncustodial
parents.

Chapter Summary

Most state guidelines, including California’s, are based on the concept that the child support
award should allow the children to benefit from the same level of expenditures that would have
been provided had the children and both parents lived together. As a consequence, most states
base their guidelines on measurements of child-rearing expenditures in intact families.

Several different measurements of child-rearing expenditures underlie state guidelines and are
available to update the California guideline formula. The architects of the California guideline
intended the K-fraction to represent the percentage of income devoted to child-rearing
expenditures for 1 child. The K-fraction of 25 percent at combined net incomes of $800 to
$6,666 is within the range of measurements of child-rearing expenditures, but it is on the high
side when adjusted for child care and uninsured medical expenses. The California guideline
multipliers for 2 and 3 children are within the range of measurements of child-rearing
expenditures, but the amount for 3 children is at the extreme high end of the range. The
California guideline multipliers for 4, 5, 6, 7, and 8 children are relatively high, while the
multiplier for 9 children appears within range. The California guideline multiplier for 10 children
is relatively low. The California guideline does not adjust for increases in obligee income until
the combined income of the parents exceeds $6,666 per month or the parents share substantial
physical responsibility. The California adjustment for shared physical responsibility decreases
when the number of overnights with the obligor increases at a rate comparable to that used in
other state guidelines.

3 Arizona Admin. Office of Cts., Arizona Child Support Guidelines: Child Outcome Based Support Model Draft
(Mar. 25, 2010).

™ Arizona Judicial Council, Final Report of the Arizona Child Support Guidelines Review Committee (Arizona
Judicial Council, Mar. 2010).
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This chapter also reviews the rationale for basing state guidelines or parts of state guidelines on
amounts that do not reflect measurements of child-rearing expenditures. Justification for these
alternative approaches may be due to the circumstances of the case and/or underlying guideline
principles. For example, most states handle situations where both parents are impoverished by
setting the order amount at a token amount rather than the cost of raising a child. Principle-based
rationales generally consist of beliefs that the guideline should consider the standard of living of
the children or of both the obligor and obligee households after payment or receipt of child
support.

30



CHAPTER 3

Guideline Application and Deviation:
A Review of the Case Files

This chapter begins with a summary of the sampling and data collection conducted for this study
and then looks at the deviations from the guideline found in the sampled cases. The chapter then
ends with a description of the cases included in the case file review. See Appendix B for
additional discussion of study methodology.

Sampling and Data Collection

Sampling Time Frame

The sampling time frame for the study included cases with filings and orders during the time
period January 1 through December 31, 2008. This calendar year allowed a sufficient amount of
time for action to occur in a case prior to data collection.

Sampled Counties

A review of individual case files was required for the data collection. As a result, it was not
feasible to include all 58 California counties in the review. The 11 selected counties are the same
counties that participated in the 2005 study.

As shown in Exhibit 3-1, the five large (blue), three mid-sized (yellow), and three small (red)
counties participating in the study account for 50 percent of the state’s population and vary in
region. More detail on the sampled counties, including population size, economic status, and

selected demographic characteristics, are provided in Appendix B.
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Exhibit 3-1. Study Counties by Location, Population Size, and Percentage of State Population and
Total Sample
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County Population Sample
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Sample Sizes

The minimum, targeted sample size was 1,000 cases. This is adequate to measure deviation rate,
changes in deviation rate, and changes in deviation rate by various subgroups. It was also the
targeted sample size for the last two guideline reviews.

The sample of 1,000 cases is weighted across the counties to create a proportional representation.
Los Angeles County is separated from the very large counties because of its inordinate share of
cases, 38 percent of all cases in large counties. Rather than use the 38 percent in a proportional
sample, we used 21 percent because Los Angeles accounts for 21 percent of statewide child
support order establishments.

For other counties, the cases sampled represent the county’s proportion among the other counties
of similar size in the state. For example, 55 percent of all establishments occur in large counties.
Since Alameda, a large county, consists of 15 percent of establishments among sampled
counties, the weight for Alameda County is 8 percent (55 percent multiplied by 15 percent) of all
targeted cases.

Given that some cases will have to be excluded because of missing data, the courts were asked to
oversample by 20 percent. For example, the minimum sample goal in Los Angeles was 209 cases
but with 20 percent added for oversampling, Los Angeles was asked to provide a random sample
of 250 cases (i.e., 209 cases plus 41 cases). Across all counties this produced a targeted sample
size of 1,199 cases. Counties were instructed to sample equally from IV-D and non-IV-D cases.
Previous guideline reviews also considered almost an equal split of IV-D and non-IV-D cases.
All cases were randomly selected.

In all but two of the small counties, the cases included in the analysis met or exceeded the
weighted sample goal. The two exceptions, Siskiyou and Tehama, fell short by 10 and 7 cases,
respectively. By contrast, the sample as a whole exceeded the minimum sample goal by 226
cases. All cases for which data were collected (1,226 cases) were used for analysis. Exhibit 3-2
gives more information about the sampling by county and the number of cases received and
included in the analysis.
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Exhibit 3-2. Sample Size (Number of Cases)

Minimum Cases Usable
Sample Goal Targeted Sample for Analysis
Large-sized counties
Los Angeles 209 250 262
Alameda 79 95 97
Fresno 197 236 237
Santa Clara 121 146 164
San Diego 147 177 180
Medium-sized counties
San Luis Obispo 32 38 51
Solano 44 52 54
Tulare 73 88 97
Small and very small counties
Amador 17 20 20
Siskiyou 26 31 16
Tehama 55 66 48
Sum of sampled counties 1,000 1,199 1,226

Data Collection Methodology

The data collection instrument (included in Appendix B) is essentially the same instrument used
in the two previous guideline studies. The only notable exceptions are some questions targeting

medical support process.

Data collectors were recruited through a competitive bidding process. Required qualifications
included a law degree, knowledge of California family law, and familiarity with court files. A
law degree and family law background are helpful because the documentation of legal
proceedings and other information in family law case files can be voluminous. Case files may
contain complaints, summonses, notices, documentation of service of process, financial
statements, proof of income, orders for support, orders for income withholding, printouts of
guideline calculations, and other pertinent information. Administrative Office of the Courts
(AOC) staff trained the outside attorneys in how to use this information to complete the data
collection instrument. The training was conducted individually. In addition, AOC attorneys

collected the data on two counties.

Review of Preliminary Case File Review Findings

After all data were received and entered, the Center for Policy Research (CPR) conducted two
focused discussion groups, one with advocates and one with child support commissioners from
the counties involved in the case file review. Project staff shared selected preliminary findings
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with the two groups to help add context to the statistical data and help interpret the case file
review results. When available, the project staff compared data from the 2008 sample to data
from the 2004 sample. The advocates and commissioners were asked to explain trends and
suggest possible reasons for the findings.

Guideline Deviations

A major purpose for the collection of case file data is to generate a database that allows analysis
to accurately determine whether the guideline is being used and how commonly deviations from
the guideline occur. Family Code section 4057 states that the amount of child support determined
by the guideline formula will be presumed to be the correct amount unless one or more of the
following factors are applicable by a preponderance of the evidence:

(1) The parties have stipulated to a different amount of child support under subdivision (a) of
Section 4065."

(2) The sale of the family residence is deferred pursuant to Chapter 8 (commencing with Section
3800) of Part 1 and the rental value of the family residence in which the children reside
exceeds the mortgage payments, homeowners insurance, and property taxes. The amount of
any adjustment pursuant to this paragraph shall not be greater than the excess amount.

(3) The parent being ordered to pay child support has an extraordinarily high income and the
amount determined under the formula would exceed the needs of the children.

(4) A party is not contributing to the needs of the children at a level commensurate with that
party’s custodial time.

(5) Application of the formula would be unjust or inappropriate due to special circumstances in
the particular case. These special circumstances include, but are not limited to, the following:
(A) Cases in which the parents have different time-sharing arrangements for different

children.

(B) Cases in which both parents have substantially equal time-sharing of the children and one
parent has a much lower or higher percentage of income used for housing than the other
parent.

(C) Cases in which the children have special medical or other needs that could require child
support that would be greater than the formula amount.

Exhibit 3-3 shows the percentage of orders deviating from the guidelines in each of the studies
conducted in 2010, 2005, 2001, and 1998. In the first three studies—those in 1998, 2001, and
2005—the deviation rate was fairly constant. In each of these years, around 9 to 10 percent of the

” Courts encourage litigants to work out agreements in legal matters, including child support. In assessing the
application of the child support guideline, this study focuses primarily on court-ordered deviations, rather than
nonguideline child support orders agreed to by the parties. However, even with orders entered by stipulation, the
court must find that parents have recited a waiver if the agreed amount is below the guideline formula amount.
Among other things, the waiver states that the parties have been informed of the guideline amount, that they agree
voluntarily to the amount in the order, and that the needs of the children will be adequately met by the agreed
amount (Fam. Code, § 4065). In addition, there are limitations to stipulations in governmental cases.
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sampled cases showed a deviation from the guideline. In the 2010 sample, 14.6 percent of the

sampled cases of show a

deviati Exhibit 3-3. Percentages of Orders With a Deviation in the
eviation.
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income, deviations increase. They gave several situations that typically result in a deviation and
that they are seeing more frequently:

e Many obligors have very low income, especially given the economic climate in California
during 2008. The commissioners stated that if the obligor cannot afford to support himself
and live at a subsistence level after the guideline amount is taken out of his income, they will
deviate from the guideline. The commissioners find that deviating so that the noncustodial
parent can support himself is in the best interest of the child and ensures that the obligor does
not have a disincentive to work in the above-ground economy.

e Parents stipulate to a different order amount; and if the conditions of Family Code section
4065(a) are met, commissioners often agree with the stipulated amount.

e When the custodial parent has no income and the noncustodial parent has very low income
and shared physical responsibility for the child, the guideline formula ends up penalizing the
noncustodial parent for visiting with the child.”® The commissioners stated that they will
deviate in these cases because making the noncustodial parent pay for shared physical
responsibility is unfair.

e Many of the commissioners felt that when parents have extremely high incomes, the result of

the guideline formula ends up being extraordinarily high. If these cases end up going to
court, which is occurring more frequently because of the economic recession, the court will
deviate.

e Obligors often have multiple children with multiple partners. In these cases, if the obligor has

zero timesharing with the children on the child support case, the order ends up being so high
that the obligor cannot afford to support all of his or her children. The commissioners
examine situations like this individually to determine whether it is appropriate to deviate.

e Some commissioners stated that they will deviate in cases where obligor income is presumed
because there is no proof that the obligor is actually earning that amount and the child
support order ends up being too high.

7® The researchers for this study were able to replicate this outcome using obligor income less than $1,000 net per
month.
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The advocates felt that the deviation rate may have increased because judges are examining cases
individually to determine what parents can afford to pay. Additionally, parents are more
educated and know when they may be eligible for a deviation and will request it.

Exhibit 3-4 shows the deviation rate for various types of cases: IV-D status, method of order
establishment, new establishments versus modification, and legal representation of the parents.

Exhibit 3-4. Percentages of Cases With a Deviation. by Selected
Factors, inthe 2010 Review

All orders 14.6%
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IV-D Status

Non-IV-D cases were significantly more likely to involve a deviation than were IV-D cases. Just
over 20 percent of the non-IV-D cases showed a deviation from the child support guideline,
compared to 9 percent of the IV-D cases. Deviations in [V-D orders are probably lower because
deviations in CalWORKS cases are limited under Family Code section 4065(c).

Method of Order Establishment
The following three categories were used to classify how an order was entered:

e Default: The respondent/defendant did not file responsive papers and did not appear at the
hearing, and there was no written stipulation or stipulation taken on record.

e Contested: The respondent/defendant filed responsive papers or appeared at the hearing, and
there was no written stipulation.

e Stipulation: There was a written stipulation or stipulation taken on record.

This classification is consistent with categories used in the last case file reviews and for
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other legal matters.”’

As Exhibit 3-4 shows, deviations from the guideline were most common in stipulated cases.
These cases were two to three times as likely to deviate from the guideline as were contested and
default cases. When there was a deviation from the guideline, stipulations were also more likely
than contested or default orders to be deviations below the guideline. Sixty-four percent of the
stipulated deviations were downward, compared to 8 percent and 10 percent of the contested and
default orders, respectively.

Newly Established and Modified Orders
Although more modified orders than new orders showed a deviation from the child support
guideline, the difference is not statistically significant.

Legal Representation of the Parties

There are no statistically significant differences in the percentages of cases with deviations from
the guideline based on legal representation of the parties. When both parents had attorneys, 10
percent of the cases resulted in a deviation. When neither party had an attorney, 15 percent
deviated from the guideline. When only the obligor or obligee was represented, the percentages
of cases with deviations stood at 13 and 17 percent, respectively.

Some of the patterns presented in Exhibit 3-4 were reexamined using data from both the 2005
and 2010 study to determine whether the types of cases with deviations have changed over time.

Exhibit 3-5 Exhibit 3-5. Percentages of Cases With Deviations Based on
compares selected Selected Factors in the 2010 and 2005 Reviews
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and 2010 non-IV-
D cases with deviations and the 2005 and 2010 new-order cases.

" Commissioners from the study counties noted that these definitions and delineations among the categories can be
indistinct. Examples given by the commissioners are listed later in the chapter where order entry method is
discussed.
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Reasons for the Deviations

Exhibit 3-6 shows the reasons for deviations. The total does not add up to 100 percent because
some cases had multiple reasons for deviations. As shown in Exhibit 3-6, the percentage of
deviations resulting from a stipulation between the parties remained constant from 2005 to 2010.
At both time points, about 60 percent of the deviations were by stipulation. The guideline
amount was deemed unjust or inappropriate in 4 and 3 percent of deviations, respectively, in
2010 and 2005. Other reasons were noted in 15 percent of the 2005 deviations and 20 percent of
the 2010 deviations.

Exhibit 3-6 also shows that the deviation reason was unstated in 22 percent of the 2010
deviations. That rate varied between IV-D and non-IV-D cases. The reason was unstated in 30
percent of the IV-D deviations and 20 percent of the IV-D deviations.

Exhibit 3-6. Percentages of Cases With Various Reasons for
Deviations from the Guideline in the 2010 and 2005 Reviews
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The commissioners were taken aback by the frequency of cases in which the reasons for the
deviations were unstated. All commissioners said that, in their rulings, they always state the
reason for a deviation. However, they did acknowledge that the oral ruling may not get put into
the case file or order. Several commissioners added that they print out the calculation and attach
it to the order in all of their cases.

Direction of the Deviations

Exhibit 3-7 compares the direction of the deviations in the 2010 and 2005 reviews. As shown in
the exhibit, downward adjustments were made in the majority of deviations in both study years.
This means that the amount ordered in the case was less than the amount calculated by the
guideline. There is a statistically significant difference between the years in the percentage of
deviations adjusted upwardly. In 2005, just over a quarter of deviations were upward, compared
with 14 percent in the 2010 review.
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The commissioners were surprised that any of the deviations were in an upward direction. In
court, they said, it is rare to see parents asking for an upward deviation. Both the commissioners
and the advocates agreed that the increase in upward and decrease in downward deviations is
undoubtedly related to the economic climate. The advocates added that the increase in downward
deviations may be related to the parents’ being more educated and knowing when they are
eligible for a downward deviation.

Exhibit 3-7. Deviations From the Guideline in the 2010 and 2005 Reviews
(Percentages of Cases)

2010 Review 2005 Review
Percentage of cases with a deviation® 14.6% 9.1%
Of those cases with a deviation, the direction of
the deviation:
Upward* 14 26
Downward 69 60
Unstated 17 14

* The difference between the groups is significant at <.05.

Description of the Cases

This section describes characteristics of the cases reviewed to put the deviation rate in context. It
considers whether the order is newly established or modified and the order entry method.

Newly Established and Modified Orders

As shown in Exhibit 3-8, the vast majority of cases in the 2010 case file review (93 percent) are
newly established orders. In the last review, 49 percent of the cases were newly established
orders and 52 percent were modifications. Some of this drastic, statistically significant change
can be attributed to changes in the sampling methods occurring since the last review.
Specifically, the sample for the 2010 review was drawn from filings in calendar year 2008 that
also had an order entered in 2008.” The sample for 2005 review was drawn from the court
calendar. Another factor that may have contributed to the high percentage of modifications
during the previous review is that many [V-D agencies were requesting modifications of orders
based on the low-income adjustments that became presumptive with legislative changes in 2003.

8 However, this is also the sampling method employed in the 2000 review, with the exception that for the 2000
sample the order did not have to be entered in the same year. That is, the 2000 sample was selected from cases filed
within the same calendar year, but an order did not necessarily have to be established during that year. Because the
2000 data collectors were instructed to collect data on the most recent action, this practice allowed some
modifications to be included in the sample.
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The commissioners and advocates unanimously agreed that the reason for the shift in newly
established and modified orders was the different sampling method used in the 2010 review.
Having an order filed, established, and modified all in one year is extremely rare.

Exhibit 3-8. Newly Established and
Modified Orders in the 2010 and 2005 Reviews
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Order Entry Method
As previously stated, the three categories used to classify how an order was entered were:

e Default: The respondent/defendant did not file responsive papers, did not appear at the
hearing, and there was no written stipulation or stipulation taken on record.

e Contested: The respondent/defendant filed responsive papers or appeared at the hearing, and
there was no written stipulation.

e Stipulation: There was a written stipulation or stipulation taken on record.

These categories can be indistinct, however. The previous case file review listed several
situations involving combinations of more than one of these categories and identified cases in
which it was difficult to distinguish among the three categories:

e Hearings are sometimes uncontested. In some cases, respondents appear at court—either
because they do not fully understand the pleadings or because they think they are required to
appear—but do not contest the facts of the case or the order amount.

e Some hearings combine paternity and order establishment. In these cases, the

respondent/defendant may order DNA testing. Some courts offer immediate DNA testing and

results. In these courts, it is common for a respondent to agree to the support award once he
learns that he is indeed the biological father of the children.

¢ In some hearings, only one or two facts are contested. Therefore, whether an order is
categorized as “contested” may be a matter of degree and may not be equivalent to the level
of contest at a different hearing. The last review cited the percentage of time a child spends
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with each parent and different types of income (e.g., self-employed, temporary, or seasonal
incomes) as the most common issues of dispute.

e Parties may stipulate immediately before a scheduled hearing. In some of the aforementioned
cases where parties agree to all but one fact, some commissioners provide a window of
opportunity for the parties to stipulate before swearing the parties under oath.

¢ In some counties, respondents do not need to file responsive papers to schedule a hearing.
The respondent instead calls a telephone number to access an automated system to schedule a
hearing. Although these cases are categorized as contested since the respondent appears at
the hearing, responsive papers are not filed.

As shown in these circumstances, different courts may interpret and use the classifications
differently based on the individual characteristics of the case.

Exhibit 3-9. Order Entry Method for Cases
in the 2010, 2005, and 2001 Reviews
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Exhibit 3-9 shows the order entry method in the 2010, 2005, and 2001 case file reviews. As
shown in the exhibit, the percentage of cases entered through default decreased from 44 percent
in 2001 to 29 percent in 2005 and then went back up to 46 percent in the 2010 review. (The
changes between the years are both statistically significant.) There were also statistically
significant decreases from 2005 to 2010 in the percentages of cases that were stipulations (from
39 percent to 32 percent) and contested (from 32 percent to 23 percent).

Commissioners and advocates attributed the increased default rate to several factors. In 2004,
when the last sample was pulled, there was a push to reduce default cases. Since then, however,
this effort has stopped, perhaps contributing to the increase in defaults. The commissioners also
noted that the DCSS is asking for lower orders in the initial summons. In addition, the
commissioners noted that some default orders are actually uncontested orders. When an obligor
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receives the proposed judgment and it is an order he or she can live with, the obligor may not
follow up with DCSS. The parent does not contact DCSS, and DCSS offices, which have
experienced staff cutbacks, may not have the time or resources to follow up with the parent. That
being said, the commissioners did find the increase in default judgments problematic. The
advocates also believed that the increased defaults may be partially the result of the economic
climate and the inability of parties to afford attorney representation.

Exhibit 3-10 shows the order entry method for IV-D and non-IV-D cases in the 2010 case file
review. As shown in the exhibit, more than two-thirds of IV-D cases were entered through
default, whereas only 22 percent of non-IV-D cases were entered through default. (These both
represent increases since the last review, when 45 percent of I[V-D and 13 percent of non-IV-D
cases were entered through default.) Most (77 percent) of default orders were uncontested. Non-
IV-D cases were more likely to be entered through stipulation (47 percent) or contested hearings
(31 percent) than IV-D cases, where 18 and 15 percent of cases were entered through stipulation
and contested hearings, respectively. All of the differences between IV-D and non-IV-D cases in
the 2010 review are statistically significant.

The IV-D default rate (i.e., 68 percent)

i o Exhibit 3-10. Order Entry Method in IV-D and Non-
detected in the case file sample is higher

IV-D Cases (Percentages of Cases)

thar.l the 'default rates tracked.by the IV-D Cases Non-IV-D Cases

Cahforma Department of Child Support Default* 68% 229,
Services (CDSS). In state fiscal years Contested* 15% 31%
2008 and 2009, CDSS reported default N Stipulations® 18% 47%
rates of 48 and 41 percent, respectively. Number 628 569

Part of the reason may be explained by
above-average default rates (e.g., over 50
percent) in some of the large counties in the sample, but that is unlikely to explain all of the
difference.

*The difference between the groups is significant at <.05.

Application of Other Guideline Factors

The guideline provides for many adjustments to base support: a hardship deduction, the low-
income adjustment, orders for additional support, and health insurance coverage.

Hardship Deductions
Family Code section 4070 allows the court to grant parents a hardship deduction in
circumstances listed in section 4071, including:

e Extraordinary health expenses for which the parent is financially responsible;

" Cal. Dept. of Child Support Services, “Comparative Data for Managing Program Performance: Federal Fiscal
Year 2009, ” table 3.12 (Mar. 2010); Cal. Dept. of Child Support Services, “Comparative Data for Managing
Program Performance: Federal Fiscal Year 2008, table 3.12 (Apr. 2009).
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e Uninsured catastrophic losses; and
e Additional children from subsequent or prior relationships living with the parent whom the
parent has an obligation to support.

In the 2010 review, the case files noted a hardship deduction for 4 percent of fathers and 4
percent of mothers. As shown in Exhibit 3-11, the percentage of cases in which a hardship
deduction was applied decreased between the 2005 and 2010 reviews, down from 11 percent for
fathers and 6 percent for mothers in the 2005 review. Both of these decreases are statistically
significant. Additional children was the reason for most hardship deductions. Additional children
was the reason for 78 percent of the hardship deductions for fathers and 84 percent of the
hardship deductions for mothers.

Exhibit 3-11. Hardship Deductions in the
2010, 2005, and 2001 Reviews
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There is a statistically significant difference in the percentage of IV-D and non-IV-D cases where
a hardship deduction is applied, with IV-D cases being more likely to include a hardship
deduction (7 percent of fathers and 5 percent of mothers) than non-IV-D cases (2 percent of both
fathers and mothers). Modified orders noted more hardship deductions than new cases. The
modifications include hardship deductions for 5 percent of fathers and 7 percent of mothers,
whereas the new orders noted these deductions for 4 and 3 percent of fathers and mothers,
respectively.

Commissioners were not surprised by the significant reduction in the percentages of cases with a
hardship deduction. They agreed that, because hardship deductions are less frequently applied in
new cases and are never applied in default cases, the decrease in hardship deductions is a result
of the sample (where there was a drastic increase in the percentages of new and default cases)
and not the result of any changes in policy or family situations.
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The advocates believed that the hardship deductions are not consistently applied and that these
deductions should be automatic. The commissioners, on the other hand, unanimously felt that
these deductions need to be discretionary and that every case should be looked at individually.
Commissioners gave examples of when they like to examine a case and control the hardship
deductions. For example, if a noncustodial parent has subsequent children with a subsequent
spouse and the new spouse has income, the noncustodial parent may be granted a partial hardship
deduction because that parent is not the sole supporter of the additional children. Generally, the
commissioners felt that they did not want to judge people’s choice in having more children and
would grant some sort of hardship deduction to try and treat all children equally.

Exhibit 3-11 also shows a decrease in the percentages of cases where there is a deduction for
child or spousal support. For fathers, this fell from 7 percent in the 2005 review to 3 percent in
the 2010 review. This decrease is statistically significant. The percentage of cases where the
mother received a deduction for child or spousal support also decreased, although this change is
minor and is not statistically significant. The data collection instrument did not specify whether
these deductions are for child support or spousal support.

For fathers, a deduction for child or spousal support was noted in more IV-D than non-IV-D
cases—>5 percent and 2 percent, respectively (this difference is statistically significant)—and in
more modifications than new cases (4 percent and 3 percent, respectively). For mothers, just
about 1 percent of cases noted these deductions regardless of [IV-D and non-IV-D status and
regardless of whether the case was a new order or a modification.

The Low-Income Adjustment

If an obligor earns less than $1,000 per month in net disposable income, Family Code section
4055(b)(7) grants the obligor a low-income adjustment (LIA) as long as the adjustment is not
unfair or inappropriate. As shown in Exhibit 3-12, eligibility for the LIA remained stable from
the 2005 review to the 2010 review, with just about 15 percent of obligors eligible. This is
somewhat surprising because of the increase in minimum wage since the last review but it is also
not surprising because of the economic recession, which has produced job losses and reduced
some jobs to part-time work. As shown later, more obligors have zero incomes.

Exhibit 3-12 also

Exhibit 3-12. Eligibility for and Application of the Low-Income Adjustment
in the 2010 and 2005 Reviews (Percentages of Cases)
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the 2005 review (a difference not statistically significant).

In IV-D cases, the LIA is applied in 65 percent of the cases where the obligor is eligible. The
adjustment is granted in only 6 percent of the non-IV-D cases where the obligor is eligible. This
difference is statistically significant.

When asked why the LIA would not be applied in certain cases, most of the commissioners
agreed that they could not think of a situation in the IV-D caseload in which they do not grant the
LIA where the obligor is eligible. However, they did note that the LIA is not consistently applied
in defaults and stipulations. Indeed, the case file review data find that over 90 percent of the V-
D cases where the obligor is eligible for the LIA but it is not granted are entered through either
default or stipulation.

In non-1V-D cases, the commissioners felt that sometimes obligors who should receive the LIA
do not because of the way the automated guideline calculator is set up. When an obligor in a [V-
D case is eligible for the LIA, it is very clear in the computer system and it is usually
automatically applied (except in the cases entered through default or stipulation). In non-IV-D
cases, a judge has to check to see if the obligor is eligible for the LIA and manually apply it.

Of the cases where the LIA was applied, most of the orders (89 percent) cover one or two
children. The average monthly order amounts in cases where the LIA was applied is $95 for one
child, $161 for two children, and $177 for three children. If the LIA was not granted, the
monthly guideline amount for an obligor earning $1,000 per month (assuming the obligee has no
income and the obligor has no physical responsibility for the child) would be $225 for one child,
$360 for two children, and $450 for three children.

The commissioners and advocates all agreed that the LIA in its current form creates orders that
are too high for low-income obligors and ends up further impoverishing these obligors. Both
groups felt that the LIA should be capped at $1,500 per month instead of $1,000. The
commissioners also suggested that the ceiling could be set at full-time, minimum wage, so that
legislation would not have to change when the minimum wage increases. Another suggestion the
commissioners had is to provide a sliding scale low-income adjustment, with different
adjustments for different incomes (e.g., $500 a month; $1,000 per month; and $1,500 per month).

Orders for Additional Support

Under Family Code section 4062, courts may order additional child support to help pay for
employment- or education-related child-care costs, uninsured health-care expenses, education
costs or costs for other special needs of the child, and travel expenses for visitation. Under
Family Code section 4061, the court is to assign a 50/50 split of these costs between the parents,
unless either parent requests and the court finds a different apportionment or pro rating the
expenses to be more appropriate.
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As shown in Exhibit 3-13, fewer cases in the 2010 review included an additional support order
for child care and uninsured health-care expenses (12 percent and 18 percent, respectively)
compared to the previous review (where 15 percent and 25 percent, respectively, had orders for
additional support for child care and uninsured health-care expenses included). These differences
are statistically significant. The percentage of cases with an order for education or special needs
expenses also fell from 3 percent to 2 percent. The commissioners, when asked about the
decrease in child care ordered, stated that both the increased unemployment rate and greater
numbers of people using relative care contribute to the relatively low percentage of cases with a
child-care add-on.

Non-IV-D cases were more likely than IV-D cases to have an order for additional support to
cover child-care (10 percent in IV-D cases and 13 percent in non-IV-D cases) or uninsured
health-care expenses (17 percent in IV-D cases and 20 percent in non-1V-D cases), although
these differences are not statistically significant. As discussed in detail in Chapter 5, new federal
medical support rules that became effective July 2008 require that IV-D agencies petition for
health insurance™ for the children and/or “cash medical support” (which can be an order that
addresses how the parents will pay for the children’s uninsured health-care expenses). The case
file data indicate that 95 percent of IV-D cases contain an order for health insurance and/or
uninsured health-care costs.®’ Most often, an order for health insurance was included.

Provisions for child-care and uninsured health-care expenses are more likely to be contained in
modified orders than in new orders. There is a statistically significant difference between the
percentages of new cases and modifications with child-care and uninsured health-care costs
ordered. New cases had an add-on for child care in 11 percent of cases and uninsured health-care
costs in 17 percent of cases, whereas modifications had add-ons for child care in 23 percent of
cases and for uninsured health-care expenses in 39 percent of cases.

The California guideline provides several options for allocating additional support between the
parents. It can be split 50/50, or it can be prorated between the parents if requested. It can be
ordered as a percentage of the expense or as a fixed dollar amount. Other state guidelines
generally provide fewer options. For example, most state guidelines prorate work-related child-
care expenses between the parents and incorporate the adjustment for the prorated expenses into
the final support award. Few state guidelines provide that the order for child care is a percentage
of the expenses and to be paid directly to the child-care provider. Other state guidelines,

% As discussed more in Chapter 6, the health insurance must also be “reasonable” in cost and “accessible” to the
child, where the definitions of “reasonable” and “accessible” are at state discretion. Further, if accessible insurance
is not available at a reasonable cost when the order is entered, the IV-D agency must petition for cash medical
support (45 C.F.R. § 303.31(2)). The data available in the court case files generally do not note whether accessible
insurance was available at a reasonable cost when the order was entered, but part of the sample period was before
the federal requirement became effective.

#1 This is consistent with information from IV-D cases tracked by DCSS. For example, medical support is ordered in
90 percent of California IV-D cases with established support orders. Cal. Dept. of Child Support Services,
Comparative Data for Managing Program Performance: Federal Fiscal Year 2008 (Apr. 2009).
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however, will typically provide that the order for uninsured health-care expenses can be a
percentage. An order in which each parent is responsible for a percentage of uninsured expenses
is practical when the expense is in the future, may or may not occur, and is of an unknown
amount. For example, suppose that five months after the order was established the child was
involved in a playground accident, the child received medical care, and the amount of uninsured
expenses was fairly large. A percentage order would more appropriately cover this situation.

Exhibit 3-13. Orders for Additional Support in the
2010 and 2005 Reviews
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In 66 percent of the California orders for additional child-care expenses, the court split the costs
50/50 between the parents, the order was specified as a percentage other than 50/50 in 4 percent
of cases, and it was specified as a fixed dollar amount in 29 percent of cases. Eighty-seven
percent of the orders for uninsured health-care costs were equally split between the parents, the
order specified a different apportionment in 12 percent of cases, and the order specified a fixed
dollar amount in 1 percent of the cases.

The commissioners appreciated that these items are add-ons and felt that this is the appropriate
way to include these other costs into the guideline. The advocates, on the other hand, felt that
these add-ons complicate the guideline calculation and that all these factors end up causing more
conflict between the parents.

Health Insurance
The California guideline deducts the cost of health insurance for a parent and for any child the
parent has an obligation to support from that parent’s gross income. There is an order for a parent
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to provide health-care insurance in 80 percent of the cases reviewed.*” The mother must provide
the coverage in 9 percent of these orders, the father is ordered to provide health-care insurance in
48 percent of cases, and both parents are ordered to provide the insurance in 42 percent of these
cases.

The case file review data found that about 5 percent of parents do not have health insurance
available to them at a “reasonable cost”; however, the data do not specify whether the remaining
parents actually have health insurance available or that health insurance was reasonable in cost.
When asked what they define as “reasonable,” one commissioner stated that he used 10 percent
of income but said it may vary based on the situation. Other commissioners did not have a
consistent threshold. As mentioned earlier, new federal regulations require that states specify a
quantitative threshold for determining whether medical support is reasonable in cost. (More
information on these federal requirements is provided in Chapter 5). Most states define the
child’s premium to be reasonable if it does not exceed 5 percent of the income of the parent
carrying the insurance. The commissioners felt that 5 percent is too low because it often costs
more than that for a parent to insure a child. Further, they believe this threshold will result in
many uninsured children. In the advocates’ opinions, the guideline should not even include
health insurance and it should be a separate issue for two reasons: When children are covered
under Medicaid, there are no premium costs. If there are insurance premiums for children not on
Medicaid, the premiums should be included in the base obligation. Otherwise, parents squabble
over the additional expense.

Almost all other states prorate the child’s cost of health insurance between the parents and add it
to the base child support amount, in much the same way as the additional expenses described in
the previous section. The commissioners unanimously felt that this is how the guideline should
treat health insurance. They believed that the way the guideline currently uses the health
insurance premium as a deduction from income minimally affects the order amount and does not
distribute the premium cost in an equitable way between the parents. According to the
commissioners, the parent providing the insurance should receive more of either a reduction (for
noncustodial parents) or an increase (for custodial parents) in the child support order.

Income of the Parents and Other Case Circumstances

This subsection considers the gender of the obligors, parental incomes, attributed incomes,
attorney representation, order amounts, zero dollar and reserved orders, and time-sharing
arrangements.

82 Previously, orders for health-care insurance were discussed in conjunction with orders addressing how the parents
would pay for the children’s uninsured health-care expenses because of the federal requirement of IV-D agencies to
petition for either or both.
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Gender of the Obligated Parents

The California guideline designates the obligated parent based on the parents’ relative incomes
and the time that each parent spends with the child. The calculation of support may result in the
designation of the higher-income parent as the obligor even when this parent is the primary

custodian of the children.

5%
7%

Exhibit 3-14. Parent Obligated to Pay Child Support

Exhibit 3-14 shows that
in the 2010 Review the father is designated
as the parent to pay child
support in 87 percent of
all cases. The mother is
the obligor in 7 percent
of the cases. In a few
remaining cases (5

o Neither or unspecified percent) the obligated
parent is either
unspecified or neither
parent is required to pay

m Father
O Mother

Parental Incomes

support.

In general, average and median parental incomes were about the same or less than parental
incomes in the last review. Undoubtedly, this reflects the economic recession.

As shown in Exhibit 3-15, neither gross nor net income was available for either parent in 19
percent of the cases reviewed for this study. One parent’s income was unavailable in another 5

percent of the cases. In
other words, 24 percent
of the reviewed cases
were missing income
information for one or
both parents. The
breakdown of income
information availability
by IV-D cases was: not
available for either
parent (13% of IV-D
cases); available for one
parent but not the other

Exhibit 3-15. Parent's Income Information Available
in the 2010 Review

19%

00 No information for
5% either parent

O Information for only
one parent

m Information for both
parents

76%

(7 percent of IV-D cases); and available for both parents (61 percent of the IV-D cases). The
breakdown of income information availability by non-IV-D cases was: not available for either
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parent (25% of non-IV-D cases); available for one parent but not the other (4 percent of IV-D
cases); and available for both parents (71 percent of the IV-D cases).

The cases that were missing at least one parent’s income information were primarily IV-D
default cases (35 percent) and non-IV-D stipulations (35 percent). In IV-D default cases, the
obligor may not have provided income data, and the child support agency might not have been
able to determine this information from sources such as the National Directory of New Hires.
Stipulations in non-IV-D cases are examples in which the court is likely to be less demanding of
supporting documentation.

Gross Income in the Guideline Calculation

Although the California guideline formula is based on net income, most commissioners (and
other guideline users) start with gross income in the calculation of support. This approach is
consistent with Family Code section 4059, which specifies that annual net disposable income of
each parent shall be computed from his or her gross income.

Commissioners from the study counties generally find that starting from gross income results in
a more accurate calculation and one more consistent with Family Code section 4059 than does
the use of after-tax income information from sources such as a parent’s paycheck stub. In fact,
most commissioners use an automated child support calculator that starts from gross income and
then calculates the parent’s annual net disposable income and the amount of child support in
accordance with Family Code section 4059.% The commissioners unanimously agree that this is
the appropriate way to calculate the guideline. They felt that using gross income would result in
unfair orders because some parents may be smarter tax planners than others. Taking into account
other hardships or additional children from prior or subsequent relationships would also be
difficult if gross income were used. The advocates, on the other hand, felt that if the guideline
were to continue to be income based, basing the order on gross income would be more
appropriate. They thought that this would obviate differences in the child support award that they
believed exist when the parent’s tax consequences are affected by that parent’s subsequent
spouse. For example, one focus group participant believed that if a low-income obligee married a
second spouse with high income, the child support award would increase significantly because it
would decrease the obligee’s after-tax income available for support and hence increase the
obligor’s share of support. This would occur because the subsequent spouse’s income effectively
put the obligee in a higher tax bracket. However, the focus group did not discuss how and
whether this outcome would be consistent with guideline provisions that limit the consideration
of subsequent spouse income (Fam. Code, § 4057.5).

Starting from gross income has unintended outcomes. The first is that the case file will note the
parent’s gross income, not always the net income used to calculate the guideline amount.
Inclusion of the printout generated by the automated guideline calculator in the case file would

8 In other words, most commissioners use what is called “standardized net.” As discussed in Chapter 2, most gross-
income guidelines are actually based on standardized net income, but the gross-net conversion is hidden in the child
support schedule.
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show how the net disposable income (and thus the basis for the award) was determined. The
second consequence is that some low-income parents showed more net disposable income than
gross income. For example, 23 percent of obligees with known income had more net disposable
income than gross income. The average gross income among these obligees was $1,322 per
month. Commissioners suggested that this outcome was likely because the federal earned income
tax credit was applied in these cases. Interestingly, some of the commissioners also noted that an
obligor might also be eligible for the earned income tax credit. However, only a small percentage
(3 percent) of cases involved obligors with known income in which the obligor’s net disposable
income was greater than the obligor’s gross income. The obligor’s gross income in these cases
averaged $1,527 per month.

Average and Median Income of the Parents

As shown in Exhibit 3-16, almost a quarter of the case files did not include income information
for one or both parents. For mothers, 24 percent of the cases lacked income information. Among
fathers, the figure was 21 percent. For both mothers and fathers, income information was more
likely to be absent in non IV-D cases than in IV-D cases. The information presented in Exhibit 3-
16 includes cases with imputed or presumed income.

Exhibit 3-16. Cases With Missing Income Information,
by Parent Gender and IV-D Status

o 30% - 27% 27%
2 23%
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mAllcases @©ONon-IV-D mIV-D

Exhibit 3-17 shows the percentages of fathers and mothers who have monthly gross and net
incomes of $0. Cases with imputed or presumed incomes are excluded in this analysis. Of all
men in the 2010 review, 15 percent show no gross monthly earnings and 17 percent show no
monthly net earnings. Among women in the 2010 sample, 46 percent show no gross monthly
earnings and 42 percent show no net monthly earnings.

Mothers and fathers in the IV-D caseload made up most of the parents with zero dollar incomes:
67 percent of mothers and 26 percent of fathers in the IV-D caseload had zero dollar gross and
net incomes. In the non-IV-D caseload, 15 percent of mothers and 3 percent of fathers had zero
gross income, while 17 percent of mothers and 4 percent of fathers had zero net income.
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Exhibit 3-17. Parents With Net and Gross Incomes of $0

17%
Fathers
15%
46%
Mothers
42%
0% 10% 20% 30% 40% 50%

Percentage of cases reviewed

O Gross incomeis $0 m Net income is $0

The commissioners and advocates felt that new case law requiring DCSS to give incarcerated
parents zero incomes instead of imputing income may have contributed to the increase in zero-
income parents. Some commissioners also noted that, instead of presuming income for other
obligors, they will give the obligor zero monthly income.

The $0 earnings are included in the means presented in Exhibit 3-18. This exhibit shows that, for
both men and women, the average gross and net monthly incomes are higher among non-1V-D
than IV-D cases. For example, among fathers, the average monthly income for non-IV-D cases
was $4,680, compared to $1,680 for IV-D cases. Mothers earned less than fathers in general and
when controlling for IV-D status.

Exhibit 3-18. Average Monthly Net and Gross Incomes
(Excludes Imputed- and Presumed-Income Cases)
$5,000 - 4,680
$3,000 - : $2,144
$1.65 1,950
$2,000 *" $1,153 1,680 1,282
$0 -
Mother's gross Mother's net Father's gross Father's net
income income income income
m All cases $1,655 $1,153 $3,072 $2,144
o Non-IV-D 2,798 1,950 4,680 3,330
mIvV-D 619 550 1,680 1,282
m All cases O Non-IV-D m IV-D
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Exhibit 3-19. Median Monthly Net and Gross Incomes
(Excludes Imputed- and Presumed-Income Cases)
$4,000 - 3,640
2,642
3,000 - ;
¥ $2,100
$2000 | 800 1,684 $1,65
’ $975 1,387 1,202
$1,000 - $772
0 0
$0 -
Mother's gross Mother's net Father's gross Father's net
income income income income
m All cases $975 $772 $2,100 $1,650
o Non-IV-D 1,800 1,684 3,640 2,642
mIV-D 0 0 1,387 1,202
m All cases O Non-IV-D m IV-D

Relative Income of the Parents

Exhibit 3-20 compares cases with income information on both parents. It shows that mothers are
about three times as likely as fathers to show no monthly earnings, while fathers are more than

twice as likely as mothers to have monthly earnings above $4,000.

Exhibit 3-20. Comparison of Parents’ Monthly Incomes in Cases With
Income Information for Both Parents (Percentage of Cases)*

Mother’s Gross Father’s Gross
Income Income

$0 38% 1%
$1-$1,000 9% 9%
$1,001-%$2,000 23% 25%
$2,001-$3,000 11% 17%
$3,001-%$4,000 6% 9%
$4,001 or more 12% 29%
Number 618 618

* Excludes cases with imputed, presumed, or missing income information.
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Attributed Income

California attributes income to parents in two different ways, by imputing income or by
presuming income. If the court does not have access to actual income information, under Family
Code section 4058(b) the court may instead take into consideration a parent’s earning potential
and impute income if it is consistent with the best interest of the child. The court does this if it
has information on a parent’s prior work history. Family Code section 17400(d)(2), which is not
part of the guideline, states that if the local child support agency can find no evidence of income
or any information about an obligor’s work history, the obligor’s income is presumed at
minimum wage for 40 hours per week. Using the current California minimum wage, an obligor’s
gross income when presumed is $1,386 per month.

As shown in Exhibit 3-21, the percentage of cases with imputed income decreased for both
obligors and obligees from 7 percent in the last review to 3 percent in the current review, while
the percentage of cases where income is presumed increased from 3 percent in the 2005 review
to 5 percent in the 2010 review. All these changes are statistically significant. For IV-D cases
alone, income was imputed or presumed for 15 percent of the obligors. This is not statistically
different from the last review.

According to the

commissioners, income Exhibit 3-21. Presumed and Imputed Income
imputation decreased in the 2010 and 2005 Reviews

©
because it is hard to show % 10% -
available work; therefore, ; 8% 79 7o
they are less willing to § 5% »
impute. Both the 8 ) 0 o
commissioners and the .,g 4% 1 3% 3% 3%
advocates attribute the g 2% ~
increase in presuming E 0% . . |
[
o

income to the higher rate Obligor income Obligee income Obligor income
of default cases in the imputed imputed presumed
review. In h

eview. Indeed, the data m 2010 review @ 2005 review

support this conclusion—

93 percent of the cases
where the obligor’s income is presumed are orders entered by default.

Attorney Representation

In this case file review, like the previous review, data collectors captured information on whether
parents are represented by attorneys. If the child support agency establishes or modifies the child
support order under Family Code section 17400, the agency does not represent either parent. For
the purposes of this review, attorney representation is defined as private counsel retained by a
parent.
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As shown in Exhibit 3-22, attorney representation increased between 2001 and 2005, then fell
from 2005 to 2010. In the 2010 review, neither parent retained a private attorney in 80 percent of
the cases reviewed. Comparatively, in the 2005 review, neither parent was represented by an
attorney in 65 percent of the cases. The percentage of cases where attorneys represented both
parents fell from nearly one-quarter in 2005 to 12 percent in 2010. Only the obligor in the case
retained counsel in 3 percent of the cases in 2010 review; this represents a 50 percent decrease
from the 2005 rate of 6 percent. All these changes are statistically significant. There was no
statistically significant change in the percentage of cases where just the obligee was represented
by an attorney.

Further Exhibit 3-22. Attorney Representation
examination of in the 2010, 2005, and 2001 Reviews
attorney g 100% 1 g0
representation 8 80% - 659.75%
shows little 5 § 60% -
. . °
difference in the 3 4% - 239
percentage of 2 ° 0
parents retaining S 20% - 1% 6% 7% 9% 30, 6%5%
: ; ] i
private counsel in o 0%
IV-D cases in the Neither parent Both parents  Only obligee Only obligor
represented represented represented represented
2001, 2005, and
2010 reviews. m 2010 review @ 2005 review m 2001 review

(Exhibit 3-23
displays this information.) In non-IV-D cases, however, there were statistically significant
changes between the 2005 and 2010 reviews in the percentages of cases where neither parent
was represented and both parents were represented. As shown in Exhibit 3-24, neither parent
retained private counsel in 62 percent of cases in 2010 review, compared with 36 percent of
cases in the 2005 review. The percentage of cases where attorneys represented both parents
decreased by 50 percent between the two latest study samples—from 44 percent in the 2005
review to 22 percent of cases in 2010 review.

These changes in attorney representation, however, have not significantly impacted the
frequency of unrepresented litigants in hearings. Neither parent retained counsel in 67
percent of contested hearings in the 2001 review, 64 percent of contested hearings in
2005, and 62 percent of contested hearings in 2010. Neither of these changes is
statistically significant.
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Exhibit 3-23. Attorney Representation by Case Type in the 2010, 2005, and 2001 Reviews
(Percentages of Cases)

2010 Review 2005 Review 2001 Review
IV-D cases

Neither parent represented 96% 95% 96%
Both parents represented 3 0 3
Only one parent represented 1 5 1
Number 634 567 506

Non-IV-D cases
Neither parent represented” 62% 36% 53%
Both parents represented*® 22 44 22
Only one parent represented 16 20 26
Number 578 535 485

*The difference between the groups is significant at <.05.

Number of Children Covered by the Orders

Exhibit 3-24. Number of Childr
the Orders in the 2010

2%

7%

26%

en Covered by
Review

m One Child

o Two Children

m Three Children

O Four or More
Children

Amount of the Child Support Order
Exhibit 3-25 shows the average monthly child support orders in 2005 and 2010 for all cases and
for IV-D and non-IV-D cases. The exhibit does not break order levels down according to the
number of children. As this exhibit shows, order levels between 2005 and 2010 have declined.
For all cases, the average child support order in 2005 was $574 per month. In 2010 the
comparable figure is $470. Among IV-D cases, average order levels declined from $341 to $286.
For non-IV-D cases, the decline was from $795 to $685 per month.
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As shown in Exhibit 3-24, most
orders cover only one child (65
percent), 26 percent cover two
children, 7 percent cover three
children, and 2 percent cover four
children. Taken together, 91 percent
of the cases provide child support for
one or two children. These patterns
are very consistent with those found
in previous years, including 2005 and
2001.



Similar declines in

Exhibit 3-25. Average Monthly Child Support Order Amounts order levels
in the 2010 and 2005 Reviews occurred for
$1.000 parents with one
’ $795 child, two children,
$800 - $685
$574 or three or more
$600 1 $470 5341 children. Exhibit 3-
$400 - $286 26 shows declines
$200 - between 2005 and
$0 | 2010 for IV-D and
All orders IV-D cases Non-IV-D cases non-IV-D cases
with various
W 2010 review @ 2005 review | numbers of
children.
Exhibit 3-26. Average Order Amounts by Case Type
in the 2010 and 2005 Reviews
$1,400 -
$1,244
$1,200 $1,080
$1,000 - $962  ¢933
’ $869
$764 $805
$800 - $652
603
$600 - $517, $ $570 $531
$430 $425
$400 5347, $293 $365
$247
$200 1 ﬂ
$0 -
All cases IV-D Non-IV-D [ All cases IV-D Non-IV-D | All cases IV-D Non-IV-D
One child Two children Three children
m 2010 review O 2005 review
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Exhibit 3-27 presents information on the median orders for all cases, all I[V-D cases, and all non-
IV-D cases.

Exhibit 3-27. Median Monthly Child Support Order Amounts
in the 2010 and 2005 Reviews
$581
$600 - $505
$400
$400 - $324
$200 -
$0 I T T 1
All cases IV-D Non-IV-D
m 2010 review O 2005 review

There are also some differences between the average 2010 orders in new versus modified cases.
specifically:

e In 2010 IV-D cases, the average order amount in a new establishment case was $274,
compared to $432 in modified orders.
e In 2010 non-IV-D cases, new orders averaged $671, while modifications averaged $888.

There were also some differences in order levels related to whether the order was established by
default or stipulation or through a contested hearing. In 2010, default orders averaged $302,
while those set in a contested hearing averaged $610 and stipulations averaged $599. Of course,
income is related to order entry method. Average monthly gross incomes for obligors were
$1,694 for those with default orders, compared to $3,593 and $4,001 for contested cases and
stipulations, respectively.

Exhibit 3-28 shows significant differences between orders based on actual versus attributed (i.e.,
presumed or imputed) incomes. Overall, obligors with actual earnings had orders averaging $493
per month, while obligors with imputed incomes had orders averaging $237 per month. Similar
differences exist in the IV-D and non-IV-D populations.
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Exhibit 3-28. Average Order Levels for Obligors Having Orders Established
With Attributed and Actual Earnings

Attributed Income Actual Income
Average all cases $237 $493
Average among IV-D cases 209 300
Average among non-1V-D cases 494 689

Child Support Order Levels as a Percentage of Obligor Income

Exhibit 3-29 shows the average amount of the obligor’s monthly net income that is consumed by
the monthly child support order. The analysis is limited to only those cases with known incomes.
Cases where income is imputed or presumed are excluded. The exhibit shows that obligors with
net earnings between $1,001 and $1,500 monthly pay approximately the same percentage of their
incomes in child support (i.e., about 20 percent). It also shows that obligors earning more than
$4,000 monthly pay 24 percent of their income. Although this is counterintuitive to the guideline
formula, because the formula results in a declining percentage as income increases, case
circumstances explain some of the difference. Obligors with incomes above $4,001 per month
were more likely to have more children and hence higher orders.

Exhibit 3-29. Child Support Obligation as a Percentage of
Obligor's Net Income, All Cases With Known Income

30% -
25% - 21.1%
20% 7 15.8%
15% A
10% -
5% -
0% . ‘ ‘ ‘ ;

$1-$1,000 $1,001- $1,501- $2,001- $3,001- $4,001 or All cases
$1,500 $2,000 $3,000 $4,000 more

24.0%
19.1% 19.9% 18.5% 19.8%

Zero-Dollar and Reserved Orders

The California guideline results in a zero-dollar order if the obligor’s income is $0 per month.
Another situation where a zero-dollar order may be entered is when the parents have equal (or
close to equal) incomes and time share. In these cases, the orders may come out to zero dollars or
the order is so small that the parents deviate to a zero-dollar order.

In the 2010 review, 14 percent of the monthly child support orders are zero-dollar orders. This
represents a statistically significant increase from the 2005 review, when 7 percent of the cases
had zero-dollar orders. Most of the zero-dollar orders in the 2010 review (60 percent) were cases
where the guideline resulted in a zero-dollar order, 17 percent of the zero-dollar orders were
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deviations, and in 23 percent of these cases it was unknown whether the order was the result of a
deviation from the guideline.

Both the commissioners and advocates felt that some of the zero-dollar orders can be attributed
to incarcerated or disabled noncustodial parents. They felt that DCSS is doing a better job of
locating incarcerated noncustodial parents to learn that they have no income instead of giving
these parents a minimum order. The commissioners also noted an increase in default judgments
that include a calculation that results in a zero-dollar order. For example, if there is no evidence
of obligor income and no possibility for the obligor to earn any income, a zero-dollar order is
entered.

In the 2010 review, 10 percent of the orders were listed as “reserved.” The definition of the term
“reserved” is not uniform. Indeed, during the focus group with commissioners, much of the
conversation regarding the percentage of reserved orders focused on trying to determine what
exactly constitutes a reserved order. In some cases, reserved orders may be entered when it
appears that an obligor’s income will change or become known in the near future. In this type of
situation, courts specify an order amount but reserve jurisdiction to review and, if appropriate,
modify the order when the new or complete information becomes available. Courts often specify
a time for the review (e.g., in 60 days). During the focus group, the commissioners noted that
these types of orders are often entered because reserving and changing an order is less
cumbersome and time consuming than modifying an order.

Time-Sharing Arrangements

One of the main factors in California’s child support guideline formula is shared physical
responsibility. Specifically, Family Code section 4055(b)(1)(D) describes this component of the
formula as the “approximate percentage of time that the high earner has or will have primary
physical responsibility for the children compared to the other parent.” On average, the child’s
time with the obligor in the case was 17 percent (up from 15 percent in the last review). The
median amount of time with the obligor did not change from the 2005 to the 2010 review (it was
10 percent in both years).

Exhibit 3-30. Percentage of Time the Child Spends With the
Obligor in IV-D and Non-IV-D Cases (Percentage of Cases)

Exhibit 3-30 gives more

information on the percentage

of time that the child spends IV-D Cases Non-IV-D Cases

with the obligor in IV-D and Zero percent” 62% 9%
non-IV-D cases. As shown in 1 to 20 percent* 23% 48%
the exhibit, obligors in the IV- 21 to 40 percent® 7% 17%
D caseload tend to have less 41 percent or higher* 8% 26%
custodial time with the children Number 463 439

than those in the non-IV-D

* The difference between the groups is significant at <.05.

caseload. The largest

difference between the two groups is the obligors with zero primary physical responsibility of the
child. Less than 10 percent of the non-IV-D obligors fell into this category, compared to 62
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percent of the IV-D obligors. In these cases and when net income was known for both parents,
the obligor was the higher earner in 69 percent and 68 percent of IV-D and non-IV-D cases,
respectively.

Limitations of the Data and Analysis

As in previous reviews,

the case file data were Exhibit 3-31. Information Missing From the Case Files
limited in several ways. (Percentage of Cases)

The major limitation 2010 Review
was missing or (n=1,226)
incomplete information. ~ No documents on the result of calendared child 10%
Exhibit 3-31 shows the support court events

percentage of cases in Parents’ income not specified 19
the 2010 review where Amount of child support not specified 9
the data collectors Guideline amount not specified 22
noted that certain Above or below guideline amount not specified 19

information was
missing in the case file.

In addition to these missing data, financial statements or income and expense declarations were
available in only about one-third of the court files. Data are missing in both IV-D and non-IV-D
cases. When missing data are broken down by the order entry method, the majority of missing
information is, not surprisingly, from cases that were entered either through default or
stipulation. Specifically:

e FEighty-five percent of cases that are missing documents on the result of calendared child
support court events were either stipulations or defaults;

e Stipulations and defaults make up 89 percent of the cases that do not list parents’ income;

e Nearly all of the cases missing the child support amount (96 percent) were either defaults or
stipulations; and

e Stipulations and defaults make up 88 percent of cases where the guideline amount was not
specified or where an indication whether the order was above or below the guideline was not
included.

The commissioners suggested that legislation could be passed to require the printout of the
calculation to be attached to every case file. As previously stated, the commissioners also noted
that some of this information may be available in their oral ruling but may not be included in the
case file.

An additional limitation in the data is that the sample used for this review contained more new

orders and fewer modified orders than the last review. It is impossible to know whether this
reflects an actual trend or is an artifact of a difference between the data collection methods

62



employed in the reviews. Both focus groups did not believe this reflects an actual trend rather
that is an artifact of the data collection method.

Chapter Summary

Since the last review of the California guideline, the guideline deviation rate has increased. There
is less application of many guideline adjustments (e.g., hardship deduction) and orders for
additional support (e.g., orders for the child’s uninsured health-care expenses). There are more
default orders. There are more zero orders. Even though the minimum wage has increased and
the income threshold for applying the low-income threshold (i.e., incomes below $1,000 per net
income) has not changed since the last guideline review, the low-income adjustment is being
applied more frequently than it was during the last review. In general, average and median
parental incomes are about the same or lower than they were during the last guideline review.
Attorney representation is down. Although there are many other factors, the economic recession
is the dominant factor explaining these trends.
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CHAPTER 4

Low-Income Parents and
Child Support Guidelines

This chapter looks at how states address the application of child support guidelines to the low-
income population. It starts with a brief overview of impoverished and low-income families.
Next it discusses the challenge of dealing with the low-income population in child support
guidelines. Finally, it discusses the three major provisions in state guidelines that affect order
amounts for low-income families: income attribution provisions, adjustments to the guideline
calculation based on child-rearing costs in cases of low income, and minimum orders.

Impoverished and Low-Income Families

A large percentage of American families have low incomes. In 2008, 15 percent of American
families with children under age 18 years and almost one out of five children lived in poverty.
Although data are not yet available, researchers believe that the current economic recession has
worsened the financial situation of families.
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The Great Recession of 2008 and 2009 has battered America’s families. The
unemployment rate has more than doubled since the start of the recession, topping 10
percent—the highest level in over a quarter of a century. In addition, families’ capacity to
weather economic downturns has been diminished as savings and assets have eroded
due to simultaneous collapses in the housing and stock markets and the tightening of
consumer credit. Even though the economy started growing again in the second half of
2009, most forecasters expect that it will take years for unemployment and family
incomes to return to their pre-recession levels. 8

Single-parent families are even more likely to live in poverty. Nationally, the poverty rate for
single-parent families is 36 percent, which is more than twice the poverty rate for all families
with children under age 18.*° The trend in California is slightly worse. Nearly 39 percent of
California families with a female householder (no husband present) and related children under 18
years of age are below the poverty level, compared to 18 percent for all California families with
related children under 18.*” The disparity between the poverty rates among female householders

% Calculated from U.S. Census Bur. American Factfinder, “S1702. Poverty Status in the Past 12 Months of
Families” and “S0901. Children Characteristics,” downloaded on April 4, 2010, from http.//factfinder.census.gov.

% Gregory Acs & Austin Nichols, “America Insecure: Changes in the Economic Security of American Families,”
(Urban Inst., Feb. 1, 2010), www.urban.org/publications/412055.html.

% (U.S. Census Bur. American FactFinder, supra note 84.)

¥7 Calculated from U.S. Census Bur. American FactFinder, “B17006. Poverty Status in the Past 12 Months of
Related Children Under 18 Years By Family Type And By Age of Related Children Under 18 Years,”
http://factfinder.census.gov/serviet/DatasetMainPageServlet? program=ACS& submenuld=datasets 1& lang=en
& ts= (as of Mar. 30, 2010).
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and all families is even more pronounced when only those families with very young children are
considered. Almost half (46 percent) of California female householders, compared to 19 percent
of all California families, with related children under 5 years old live in poverty.*®

Moreover, a recent study finds that the poverty rate among California children is growing.*” The
study forecasts that the number of California children living in poverty will increase by 850,000
within two years. The same study also notes that the federal poverty level is not sensitive to
California’s living costs. The authors suggest that the actual number of California families
unable to meet their basic needs is twice the number of California families with incomes below
the federal poverty level. Their projections suggest that as many as 2.7 million California
children may live in households that cannot meet their basic needs.

The population served by state-run child support services agencies, which mostly comprises
families that currently or formerly received public assistance, is particularly disadvantaged.
Perhaps the best source for looking at the characteristics of custodial parent families using the
services of state-run agencies (also called the IV-D system) is an analysis of national data
completed by the U.S. Department of Health and Human Services, Office of the Assistant
Secretary for Planning and Evaluation. The last available report, from 2004, uses data from 2001
and earlier surveys. This report found that about 41 percent of all IV-D families had a family
income under $20,000 in 2001 and that about 57 percent had an income under 5530,000.90 About
one-third of the IV-D families had incomes below the poverty level, and about three-fifths had
incomes below 200 percent of the poverty level. Nearly 16 percent of [V-D families were in
“deep poverty,” with incomes below 50 percent of the poverty level.

Research from other national survey data finds that the custodial parents receiving child support
and the noncustodial parents paying child support tend to mirror each other with regard to
income status, as well as educational levels and barriers to employment.”’ Although somewhat
dated, a 2003 report on child support arrears is still perhaps the best source of information on the
income status of noncustodial parents in California.”> Some of the report’s findings are as
follows:

e Parents with child support arrears have lower earnings than other California workers. In
1999, parents with child support arrears had median earnings of $14,110, compared to
$16,635 for other California workers.”

% Ibid.
% Lucile Packard Foundation for Children’s Health, One in Four CA Children May Live in Poverty This Year (news
release, Jan. 6, 2010), www.Ipfch.org/newsroom/releases/mediaalertjan6-10.html.
% Linda Mellgren et al., Characteristics of Families Using Title IV-D Services in 1999 and 2001 (Office of Human
Services Policy, Oct.2004), http://aspe.hhs.gov/HSP/CSE-Char04/index. htm.
*! Elaine Sorensen & Chava Zibman, “Poor Dads Who Don’t Pay Child Support: Deadbeats or Disadvantaged?,”
New Federalism: National Survey of America’s Families (Urban Inst., Apr. 2001),
www.urban.org/UploadedPDF/anf b30.pdf.
%2 Elaine Sorensen et al., “Examining Child Support Arrears in California: The Collectibility Study” (Urban Inst.,
g\B/[ar. 2003), www.childsup.ca.gov/Portals/0/resources/docs/reports/2003/collectibility2003-05.pdyf.

Id. atp. 6.
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e More than 60 percent of parents with child support arrears in 1999 had recent (reported) net
incomes below $10,000. A quarter of the parents had no reported recent income, and 36
percent had reported income of less than $10,000.”*

Not knowing the obligor’s income or income history affects the support award amount.
California Family Code section 17400(d)(2) provides that when this is the circumstance in IV-D
cases, full-time minimum wage earnings are to be presumed as the obligor’s income. As
discussed in more detail, this may overstate the obligor’s income, particularly if he or she is
involuntarily unemployed or can find only part-time work.

National research is consistent with the California research and shows that obligors, particularly
young nonmarital fathers, are a disadvantaged group with low incomes. One source of national
research on nonmarital fathers comes from the Fragile Families and Child Wellbeing Study.”
The most comprehensive study on nonmarital births, it followed a cohort of parents and their
unborn children in 20 U.S. cities, finding that just 76 percent of the fathers were employed in a
regular job and on average earned just over $16,000 per year.”

Researchers suggest that many young, unwed fathers have difficulty supporting themselves,
much less a child. One study estimates that at least 16 percent, and possibly as many as 33
percent, of young noncustodial fathers do not pay child support and are unable to do so without
further impoverishing themselves.”” These fathers tend to be young, are disproportionately
African American, and have limited education.”® Only 43 percent of low-income, nonpaying
fathers work in the labor market, and one-third have not held a job for more than three years.”

Because the majority of noncustodial parents are male, there are limited data sources and
analysis regarding female noncustodial parents. The only study that examines female
noncustodial parents, however, found that they are similar to noncustodial parents but earn less
and are likely to have some children living with them.'®

" Id. atp. 7.

% Sara McLanahan et al., The Fragile Families and Child Wellbeing Study: Baseline National Report (Bendheim-
Thoman Center for Research on Child Wellbeing, Mar. 2003),
www.fragilefamilies.princeton.edu/documents/nationalreport.pdf.

% Christina Norland, Unwed Fathers, the Underground Economy, and Child Support Policy, Fragile Families Brief,
No. 3, (Bendheim-Thoman Center for Research on Child Wellbeing, Jan. 2001),
www.fragilefamilies.princeton.edu/briefs/researchbrief3.pdf.

%7 Ronald Mincy & Elaine Sorensen, “Deadbeats and Turnips in Child Support Reform” (Dec. 1998) 17(1) J. Policy
Analysis & Management 44-51. This study finds that about 39 percent of young custodial mothers and their children
live in poverty. Young custodial fathers, therefore, are almost as likely to live in a poor family or have poverty-level
incomes as young custodial mothers.

% Elaine Sorensen, “Obligating Dads: Helping Low-Income Noncustodial Fathers Do More for Their Children,”
(Urban Inst., Mar. 1999), www.urban.org/publications/309214.html.

% Sorensen & Zibman, supra note 91.

100 iliana Sousa & Elaine Sorensen, “The Economic Reality of Nonresident Mothers and Their Children,” (Urban
Inst., 2006).
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The current employment and earnings of noncustodial parents are also undoubtedly worse
because of the economic recession. At the time this study was conducted, the most recent
California employment data available (February 2010) indicated that the number of unemployed
Californians had increased by over 400,000 in the previous year.'’' With an unemployment rate
of 12.5 percent, February 2010 marked California’s 40th consecutive month of unemployment
increases. Growth in underemployment is also a problem. The underemployment rate, which
includes part-timers and people who want to work but have given up looking, reached about 20
percent in California as of January 2010."%?

Unemployment patterns are even worse for racial and ethnic minorities, which increasingly
characterize the child support caseload. As of 2002, almost half (44 percent) of the nation’s
custodial parents were minorities.'” And in March 2010, while unemployment stood at 8.8
percent for whites, it was 12.6 percent for Hispanics and 16.5 percent for African Americans.'®*

The low-income status of much of the child support population, both custodial and noncustodial
parents, poses challenges in setting child support order amounts. When both parents are poor,
there is simply not enough money to go around. This makes decisions about how to divide up the
family’s money very difficult and guarantees that no matter how it is divided, the children’s
needs will still not be met.

Guideline Amounts at Low Incomes

Many researchers and policymakers argue that current child support guidelines may not be
sensitive enough to the circumstances of low-income noncustodial parents.'” They contend that
setting the child support guideline too high for these parents may have negative consequences for
both parents and children. According to some experts, some child support guidelines are too
regressive, requiring low-income noncustodial parents to pay a larger share of their income
toward child support than higher-income noncustodial parents.'’ One reason for this pattern is

191 Cal. Employment Development Dept., February 2010 California Employment Highlights (Mar. 26, 2010),
www.calmis.ca.gov/file/lfmonth/Employment-Highlights.pdf.

192 Matthew Scott, “Underemployment is a Growing Problem, Even as the Job Market Turns,” Daily Finance (Mar.
3, 2010), www.dailyfinance.com/story/underemployment-a-growing-problem-even-as-job-market-turns/19365801/#.
19 Spectrum Consulting, Minority Families and Child Support: Data Analysis (U.S. Dept. of Health & Human
Services, Dec. 2007), www.acf-hhs.gov/programs/cse/pol/DCL/2007/dcl-07-43a.pdf.

1% Bur. of Labor Statistics, U.S. Dept. of Labor, Economic News Release (Apr. 2, 2010), tables A-2 & A-3,

www. bls.gov/news.release/empsit. htm.

19 For example, see Maureen A. Pirog, Brooks Elliott & Tara Grieshop, “Presumptive State Child Support
Guidelines” (Spring 2003) 12(1) Policy Currents 16-22, www.apsapolicysection.org/voll2 1/121.pdf; see Joan
Entmacher, Dollars and Sense: Improving the Determination of Child Support Obligations for Low-Income
Mothers, Fathers, and Children (Nat. Women’s Law Center & Center on Fathers, Families & Public Policy. Mar.
2002), www.acf-hhs.gov/programs/cse/pubs/2002/reports/commonground.pdf; see also Vicki Turetsky, Realistic
Child Support Policies for Low Income Fathers (Center for Law & Social Policy, Mar. 2000),
www.clasp.org/admin/site/publications/files/006 1 .pdf.

1% For example, see Daniel Meyer, “The Effect of Child Support on the Economic Status of Nonresident Fathers,”
ch. 3 in Fathers Under Fire: The Revolution in Child Support Enforcement, ed. Irwin Garfinkel et al. (Russell Sage
Foundation, 1999); (Sorensen & Zibman, supra note 91); (Maureen A. Pirog et al., supra note 105).
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that state guidelines are generally based on the cost of raising children, which does not increase
proportionally as income levels rise. The reality is that poor families often have expenses that
exceed their income, while high-income families have costs that fall below or match their
income and are able to accumulate wealth through savings, the purchase of a home, or other
means. In states that base their guideline formula on actual child-rearing expenditures, the result
is that the percentage of income assigned to child support is much higher at low incomes than the
percentage of income assigned to child support at high incomes.

The problem of high percentage orders for low-income obligors is exacerbated if their actual
earnings are less than what is used to determine the order amount under the guidelines. This
occurs if the court or tribunal attributes income when the obligated parent’s income is unknown
or there is little or erratic documented wage and employment history. This is also a guidelines
issue, because most state guidelines provide for income attribution. As discussed earlier,
California statute provides for two types of attributed income, “imputed,” and “presumed”
income. '’ Further, as discussed later, presumed income is a particular problem in California IV-
D cases because it requires attributing income at full-time minimum wage earnings when the
obligor’s income or income is history is unknown even though local employment opportunities
may be limited.'*

The potential consequences if child support obligations are set too high for low-income obligors
include:

e Potential inability of obligors to meet their own needs at a subsistence level;

e Reduction of the obligor’s incentive to work and to work in the mainstream economy;

e Possibility that nonpayment of child support may reduce parent-child involvement'® and, in
turn, have negative consequences on the child’s outcomes;' '’ and

e Increased compliance and enforcement issues and accumulation of arrears.

Each of these issues is discussed in more detail below.

197 For the purpose of comparing California to other states, the term “attributed income” is used to encompass any
situation where an income other than the parent’s actual income is used to determine the support award. As
discussed later, “attributed income” can encompass either “imputed income” or “presumed income,” both of which
are defined in California statute. Most states, however, just use one term to mean the same thing and use the term
“imputed income.” In other words, the distinction between imputed and presumed income is unique to California.
1% Fifteen percent of California’s IV-D orders in federal fiscal year 2008—-2009 were established by default using
presumed income. In other words, income was presumed to the obligor in about 9,400 orders established in federal
fiscal year 2008-2009. Cal. Dept. of Child Support Services, “Comparative Data for Managing Program
Performance,” Federal Fiscal Year 2008 (Apr. 2009), table 3.12,
www.childsup.ca.gov/Reports/tabid/147/Default.aspx.

19 Judith Seltzer, Sara McLanahan & Thomas Hanson, “Will Child Support Enforcement Increase Father-Child
Contact and Parental Conflict After Separation?,” ch. 6 in Fathers Under Fire: The Revolution in Child Support
Enforcement, ed. Irwin Garfinkel et al. (Russell Sage Foundation, 1999).

" Laura Argys et al., “The Impact of Child Support on Cognitive Outcomes of Young Children” (May 1998) 35(2)
Demography 159-173; Virginia Knox & Mary Jo Bane, “Child Support and Schooling,” ch. 10 in Child Support
and Child Well-being, ed., Irwin Garfinkel et al. (Urban Inst. Press, 1994).
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High Orders and the Obligor’s Subsistence

A high child support order can drive an impoverished obligor further into poverty. For those
obligors living just above poverty level, payment of a high order amount may not leave the
obligor with sufficient income to live at a subsistence level.''! For example, if an obligor with
one child works full-time at minimum wage ($8 per hour in California), his or her monthly gross
income would be $1,386, which is equivalent to $1,200 net per month after taxes. According to
the state guideline, the child support amount would be $300 per month in this case.''? After
payment of taxes and child support, this leaves the obligor with spendable income of $900 per
month. Since the 2009 federal poverty level for one person is $10,830 per year ($902.50), paying
the child support order would render the obligor impoverished. If the obligor owes arrears, he or
she may be required to pay additional amounts for arrears and interest on the arrears. In some
cases, up to 65 percent of income may be withheld from the obligor’s paycheck to satisfy the
child support debt.

The 2003 study titled Examining Child Support Arrears in California: The Collectibility Study
revealed that many parents owing child support arrears had inordinately high orders.'"* For
example, the study found that parents owing child support arrears with incomes of $0 to $5,000
net per year had a median child support order of $280 a month (about $3,360 per year) and an
average order that was twice their income. Even parents owing child support arrears with net
annual incomes between $5,000 and $10,000 faced inordinately high orders. For this group, the
median monthly order of $276 a month ($3,312 per year) represents 44 percent of their net
income. Order amounts that exceed an obligor’s actual income can occur if the income amount
used to determine support is greater than the obligor’s actual income. This occurs when income
is imputed''* or presumed''” or the obligor’s income decreases after the order is established and
the order is not modified.

Other national studies find similar trends in order amounts among low-income obligors. For
example, an evaluation of noncustodial parents served by responsible fatherhood programs
funded by the Office of Child Support Enforcement in four states found that child support
obligations comprised 57 to 125 percent of monthly earnings for participating noncustodial
parents who earned $500 per month or less. In contrast, among noncustodial parents with
monthly incomes that exceeded $2,000, child support obligations were only 10 to 23 percent.
Indeed, other studies estimate that 25 percent of poor, nonresident fathers who actually pay child

116

" Ibid.

"2 This is based on the child support calculator provided by DCSS at
www.cse.ca.gov/ChildSupport/cse/guidelineCalculator. The calculation assumes that the other parent has no income
and no timesharing, which is the common situation when support is being determined in public assistance cases.

'3 Sorensen & Zibman, supra note 91 at p. 9.

14 As will be further discussed later in this chapter, Family Code, section 4058(b) provides for income

imputation.

"3 As will be further discussed later in this chapter, Family Code section 17400(d)(2), which falls outside the
Statewide Uniform Guideline, provides for income presumption.

11 Jessica Pearson et al., OCSE Responsible Fatherhood Programs: Client Characteristics and Program Qutcomes,
(U.S. Dept. of Health & Human Services, Sept. 2003).
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support pay more than 50 percent of their income in child support, while only 2 percent of
nonpoor fathers pay such a large amount.'”

If low-income, noncustodial parents are pushed further into poverty, their remaining spendable
income may not be sufficient to cover their basic needs. This is especially true in cities with
higher housing costs. The net effect of disproportionately high child support orders could be
higher rates of homelessness and a reduced ability to pay for work-related transportation, both of
which would jeopardize an obligor’s ability to obtain employment and earn an income. In turn,
because payments and parent-child contact time are correlated, inability to pay support could
reduce the noncustodial parents’ contact with the child, which may be detrimental to child
outcomes.

High Orders and Work Disincentives

Some research findings indicate that child support orders that are set too high for low-income
obligors may be a disincentive to work and may drive these obligors into the underground
economy, where their earnings are not subject to immediate wage withholding to pay child
support. The exact extent of this potential problem is not well understood, although it is clear that
working in the underground economy is often an option for obligors.

The Fragile Families and Child Wellbeing Study,'"® which interviewed unmarried fathers shortly
after the birth of their children, suggests that 3 in 10 unmarried fathers participate in some
underground work activity.''* Most of these fathers combined underground with regular sector
work. Only 1.3 percent of fathers worked solely in the irregular sector.

Basic economic theory predicts that some level of effective marginal tax rates produces a
disincentive to work. It also makes intuitive sense that if child support orders are set too high and
the obligor does not have enough money to live on, he or she may seek work in the underground
economy where income is harder to detect and not subject to wage garnishment. Although
research on the issue is limited, some studies have found that child support enforcement
problems stemming from the inability to pay child support may decrease aboveground work'*’
and drive some obligors into the underground economy.'?' Another research study suggests that
high arrears balances substantially reduce both child support payments and formal earnings for
fathers.'** More research is needed to fully address these issues. For example, one study found

"7 Elaine Sorensen & Helen Oliver, “Policy Reforms Are Needed to Increase Child Support from Poor Fathers,”
(Urban Inst., Apr. 2002), www.urban.org/UploadedPDF/410477.pdf.

"8 McLanahan et al., supra note 95.

"% Norland, supra note 96.

12 Harry Holzer, Paul Offner & Elaine Sorensen, “Declining Employment Among Young Black Less-Educated
Men: The Role of Incarceration and Child Support,” (Spring 2005) 24(2) J. Policy Analysis & Management 329—
350.

12! Maureen Waller & Robert Plotnick, “Effective Child Support Policy for Low-Income Families: Evidence from
Street Level Research” (Winter 2001) 20(1) J. Policy Analysis & Management 89—110.

122 Maria Cancian, Carolyn Heinrich & Yiyoon Chung, “Does Debt Discourage Employment and Payment of Child
Support? Evidence from a Natural Experiment,” Inst. for Research on Poverty Discussion Paper No. 1366-09 (Univ.
of Wisconsin, July 2009).
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that among fathers initially working in the regular and underground sectors, punitive child
support enforcement remedies (e.g., wage garnishment and driver’s license suspension) are
associated with fewer hours of underground employment.'*

Payments, Parent-Child Contact, and Child Outcomes

In addition to depressing rates of child support payment among low-income obligors, high child
support order levels may attenuate parent-child relationships. Most research finds a positive
correlation between child support payments and father-child contact.'** This is an important
consideration because research finds that paternal involvement is significantly associated with
reduced rates of out-of-wedlock childbearing, high school dropout rates, substance abuse, and
juvenile delinquency.'®

A related issue is the potential impact of high orders on the affordability of decent housing for
the noncustodial parent. California has some of the highest housing costs in the nation. The
noncustodial parent’s access to the children could be jeopardized if he or she does not have
adequate income to provide a safe and sanitary place for visitation to take place.

Compliance and the Accumulation of Arrears

Compliance issues arise if the child support order is set too high for low-income noncustodial
parents and they do not pay. Various studies analyzing payment data confirm that this does
indeed occur.'* Further, noncompliance of child support payment leads to the accumulation of
arrears. A specific finding from Washington State is that arrears tend to grow when the child
support obligation is set above 20 percent of the obligor’s earnings.'?’

Nonpayment of child support increases the burden on child support agencies to enforce child
support, which is particularly difficult to accomplish with obligors who have little income. The
federal Office of Child Support Enforcement (OCSE) reports that over $100 billion in arrears has
accumulated nationwide since the child support program began in 1975."** The same OCSE
report forecasts that less than half of the current arrears balance will be collected in the next 10
years and also that any collections will be outpaced by the growth of new arrears. A similar

'2 Lauren Rich, Irwin Garfinkel & Qin Gao, “Child Support Enforcement Policy and Unmarried Fathers’
Employment in the Underground and Regular Economies,” Center for Research on Child Wellbeing Working Paper
No. 2004-03-FF (Princeton Univ., May 2006).

124 Seltzer et al., supra note 109.

12 Suzanne Le Menestrel, “What Do Fathers Contribute to Children’s Well-Being?,” Research Brief (Child Trends,
May 1999), www.childtrends.org/files/dadchild. pdf.

12¢ Chien-Chung Huang, Ronald Mincy & Irwin Garfinkel, “Child Support Obligations and Low-Income Fathers”
(Dec. 2005) 67(4) J. Marriage & Family 1213-1225; see also Judi Bartfeld & Daniel Meyer, “Are There Really
Deadbeat Dads? The Relationship Between Ability to Pay, Enforcement, and Compliance in Nonmarital Child
Support Cases,” Inst. for Research on Poverty Discussion Paper No. 994-93 (Univ. of Wisconsin, Feb. 1993).

127 Carl Formosa & Washington State Div. of Child Support Enforcement, Determining the Composition and
Collectability of Child Support Arrearages, vol. 1, The Longitudinal Analysis (U.S. Office of Child Support
Enforcement, May 2003).

128 Office of Child Support Enforcement, U.S. Dept. of Health & Human Services, The Story behind the Numbers:
Understanding and Managing Child Support Debt (May 2008), www.acf-hhs.gov/programs/cse/pol/IM/2008/im-08-
05a.pdf.
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report was prepared for California in 2003."* It found that as of March 2000, California had
accumulated $14 billion in child support arrears, only 25 percent of which would be paid within
10 years, and that the amount of arrears owed statewide would continue to grow. By 2008,
almost $20 billion in arrears were owed in California.”*’ One reason for this continued growth is
that California assesses a 10 percent interest rate on arrears owed to the state.

The OCSE report attributes the causes of substantial arrears growth to states’ charging interest on
arrears and lack of compliance with current child support orders, particularly among obligors
with no or low reported income.'*' Similar findings were revealed in the California report.

Recognizing this problem, OCSE has embarked on the “Project to Avoid Increasing
Delinquencies” (PAID)."** PAID recommends policies to states that will increase collection of
current support and prevent and reduce arrears. This includes policies that can be addressed in
state child support guidelines, such as setting appropriate orders for parents with a limited ability
to pay by providing low-income adjustments to state guideline formulas and attributing income
at a reasonable standard for parents whose income information is not available.'*?

Best Interest of the Child and the Policy Dilemma

The best interest of the children is a common objective when setting public policy. The
importance of child support for families and children is well documented. Research suggests that
the receipt of child support helps welfare recipients leave welfare for work,'** remain off of
welfare once they have left'>® and reduces poverty.'*® One study showed that child support
represented 26 percent of a family’s income in those low-income families that receive child
support."*” In these families, child support was a more important source of income than cash
assistance. For those poor children who receive child support but not welfare, child support
represented over one-third of their annual family income. Research also shows that child support
enforcement has other positive effects on child outcomes, including a positive effect on young
children’s cognitive development'*® and educational attainment.'* In addition, some evidence

12 Sorensen et al., supra note 92.

130 Cal. Dept. of Child Support Services, “Comparative Data for Managing Program Performance,” Federal Fiscal
Year 2008 (Apr. 2009), table 7.2, www.childsup.ca.gov/Reports/tabid/147/Default.aspx.

B Office of Child Support Enforcement, supra note 128.

132 Office of Child Support Enforcement, U.S. Dept. of Health & Human Services, Project Avoid Increasing
Arrears: Practices Guide: Version 2 (July 2008), /www.acf.hhs.gov/programs/cse/pol/DCL/2007/dcl-07-17a.pdf-
13 The specific recommendation on page 2 of the OCSE practices guide is to “include provisions for low-income
NCPs [noncustodial parents], such as a maximum percentage of income or a self-support reserve, to accommodate
the NCP’s basic needs.”

13 Chien-Chung Huang, James Kunz & Irwin Garfinkel, “The Effect of Child Support on Welfare Exits and Re-
Entries” (Autumn 2002) 21(4) J. Policy Analysis & Management 557-576.

133 Olivia Golden, Asst. Sect. for Admin. of Children & Family, hearing before House Com. on Ways and Means,
Subcom. on Human Resources, 106th Cong. (May 18, 2000); see also Chien-Chung Huang, Irwin Garfinkel & Jane
Waldfogel “Child Support and Welfare Caseloads,” Inst. for Research on Poverty Discussion Paper No. 1218-00
(Univ. of Wisconsin, Dec. 2000).

136 Elaine Sorensen & Chava Zibman, “Child Support Offers Some Protection Against Poverty,” New Federalism,
No. B-10, (Urban Inst., Mar. 2000), www.urban.org/publications/309440.html.

"7 Ibid.

% Argys et al., supra note 110.
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suggests that child support enforcement lowers the rates of out-of-wedlock births and
divorces.'*

Still, it is important to note that while child support helps close the poverty gap among children,
it cannot alleviate poverty in and of itself. Experts almost universally agree that child support
must be coupled with other financial supports to improve the economic security of poor
families.'*! Determining the appropriate order amount when both the custodial parent and the
noncustodial parent have low incomes remains a difficult policy decision. The National
Women’s Law Center and the Center for Fathers and Families and Public Policy brought
together advocates of low-income mothers and fathers to develop and advance public policy
recommendations on child support, including recommendations for child support guidelines.'**
They concluded:

Whatever philosophical statement they [the representatives] thought the guidelines
should make about the obligations of each parent and society for the support of children,
they recognized that setting awards for low-income noncustodial parents at an
unrealistically level is unlikely to produce much additional income, and could be
counterproductive.143

State Solutions

State solutions to the dilemma of setting child support orders for low-income noncustodial
parents center around three major provisions:

e Income attribution policies;
e Thresholds and formulas for applying low-income adjustments; and
e Minimum orders.

Each of these provisions is discussed in more detail below.

Income Imputation/Presumption Policies

All state guidelines use the noncustodial parent’s income to determine the amount of the support
award, and most state guidelines also consider the custodial parent’s income as well. Most states
attribute income when a parent’s income is unknown, when the parent is voluntarily unemployed
or underemployed, and in other situations. In state guidelines that consider both parents’
incomes, income attribution policies apply to both parents equally.

19 Knox & Bane, supra note 110.

19 1 ucia Nixon, “The Effect of Child Support Enforcement on Marital Dissolution” (Winter 1997) 35(2) J. Human
Resources 159—-181; see also Robert Plotnick et al., “The Impact of Child Support Enforcement Policy on
Nonmarital Childbearing,” Center for Studies in Demography and Ecology Working Paper (Univ. of Washington,
Aug. 2005).

! Entmacher, supra note 105.

"2 Ibid.

" 1d atp. 11.
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Income is typically deemed to be unknown when the parent does not provide income information
as requested in the notification or complaint for support or fails to appear in court and is held in
default, and the court or tribunal has no information on which to base the order. Unknown
income is more common among noncustodial parents than custodial parents. The custodial
parent is typically the party pursuing child support or required to cooperate with the child
support agency because he or she is receiving public assistance. The rationale for attributing
income when income is unknown is that the court or administrative unit setting support must use
some method of income determination; otherwise, the parent would benefit from his or her
failure to provide information or appear at the hearing. This is particularly salient for parents
working in the underground economy, where income is not recorded or subject to payroll taxes.
Because underground income does not show up on state-compiled earnings databases, a major
source of income information is unavailable to child support agencies when establishing and
enforcing child support orders. Nonetheless, as discussed earlier, the percentage of noncustodial
parents who have income only from the underground economy is extremely small, with one
study placing it at 1.3 percent.

One of the reasons some parents have low income is that they work in unstable or seasonal
employment and have frequent bouts of unemployment. The rationale for attributing income
when a parent is unemployed or underemployed is based on the assumption that parents can and
should find full-time and/or consistent employment to support their children. This assumption is
questionable, given the previously noted fact that the unemployment and underemployment rates
in California are 12.5 and 20 percent, respectively, at the time this report was prepared.'**

As discussed earlier, one problem with attributing income to a low-income obligor is that it can
result in an order amount beyond what an obligor can reasonably pay because his or her actual
income is below the attributed income. In part, this may explain some of the correlation between
noncompliance and income attribution. A multistate study of low-income obligors and their
payments commencing after order establishment found no payments in almost half (44 percent)
of the cases in which income was attributed and in 11 percent of cases in which income was not
attributed.'*> The same study found that income was attributed to 45 percent of the low-income
obligors, the obligor was unemployed or underemployed in 37 percent of the attributed cases,
and the obligor failed to provide income information or to appear at the case conference or court
hearing in 46 percent of the attributed cases.

Policy and Experiences of California
The California guideline (Fam. Code, § 4058(b)) provides for income imputation:

144 Scott, supra note 102.
13 Office of Inspector General, U.S. Dept. of Health and Human Services, The Establishment of Child Support
Orders for Low-Income Noncustodial Parents, OEI-05-99-00390 (July 2000), p. 16.
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The Court may, in its discretion, consider the earning capacity of a parent in lieu of the
parent’s income, consistent with the best interests of the children.™®

Family Code section 17400(d)(2) (which falls outside the statewide uniform guideline) provides
for the presumption of income in DCSS cases when the obligor’s income is unknown or no
income history is available. This statute provides that income is to be presumed to be the amount
of minimum wage for 40 hours per week.

In federal fiscal year 2008, the California DCSS established almost 100,000 child support orders,
and more than 6,000 (7 percent) were established through presumed-income assignment.'*” All
orders based on presumed income were entered through default; that is, the noncustodial parent
did not file an answer or appear at the hearing. DCSS does not track the number of orders with
imputed income. Based on the case file data collected for the last California guideline review in
2005, 16 percent of DCSS orders involved either presumed or imputed income.

Seven percent of non-DCSS cases reviewed in 2005 were based on imputed income. No non-
DCSS cases were based on presumed income because, according to statute, income can only be
presumed in DCSS cases.

Income Attribution in Other State Guidelines

Child support guidelines in the 50 states and the District of Columbia were reviewed and
compared to the California guideline as part of this study. The review was limited to state
guidelines and did not include consideration of actual practices, other states’ statutes, or child
support agency policies that may determine income attribution policies. Case law, agency rules,
and statutes outside of the guidelines may affect actual income attribution practices more than
the income attribution provisions contained in a state’s guidelines. For example, even though
state guidelines do not always specify unknown income to be attributed as earnings that would
result from full-time, minimum wage employment, it is the most common practice across states
and jurisdictions.

16 This guideline review focuses on statutory language in California’s Family Code and, more specifically, the
Uniform Statewide Guideline (except, of course, throughout discussion on income “presumption” that falls outside
the California Family Code language). It does not, as a general matter, focus on the universe of case law that affects
application of the guideline. However, for purposes of explaining California’s income imputation policy, it is
noteworthy to mention that /n re Marriage of Regnery (1989) 214 Cal.3d 1367 sets out the following three-pronged
test to determine whether a court should consider a parent’s earning capacity in lieu of his or her actual income: (1)
ability to work, including age, occupation, skills, education, health, background, work experience, and
qualifications; (2) willingness to work, demonstrated by good faith efforts, due diligence, and actual meaningful
attempts to secure employment; and (3) opportunity to work, exemplified by an actual employer willing to hire. The
Regnery holding additionally clarified that if either the ability or opportunity to work is absent, a parent’s earning
capacity may not be considered.

147 Cal. Dept. of Child Support Services, supra note 130, table 3.7.
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The term “attributed income” is used loosely in this discussion to mean any provision that allows
an income amount other than the parent’s actual income to be used to calculate the support
award. State guidelines use the terms “attributed income,” “imputed income,” “presumed
income,” and “potential income.” Not all states use more than one term and each term is defined
differently from state to state. The delineation of “imputed” and “presumed” income is unique to
California. No other state guidelines distinguish between income attribution because income is
unknown and income attribution for other reasons. In fact, only 14 state guidelines specifically

mention that income is to be attributed when income is unknown.

About half of the state guidelines (26 states) specify a floor for income attribution or an amount
to be used when income is unknown. The most common amount is the state or federal minimum
wage, but three states specify a higher amount. The Minnesota guideline specifies 150 percent of
the federal minimum wage, the Tennessee guideline specifies state median wage, and Vermont
specifies 150 percent of the average state wage.

A smaller number of state guidelines (19 states) specify the number of hours worked to be
considered in income attribution. With the exceptions of Hawaii, Montana, and Wisconsin, most
specify full-time or 40 hours per week. Hawaii specifies 30 hours per week or less, Montana
specifies a work schedule that averages 25 hours per week for students, and Wisconsin specifies
35 hours per week.

Almost half of the state guidelines (22 states) provide for consideration of local employment
opportunities or prevailing wage rates when attributing income. This allows for attribution at
more realistic levels, particularly in communities with few job opportunities or recent job losses,
which has become more common during the current economic recession. Most of these state
guidelines, however, also provide for the consideration of the parent’s employment history,
education attainment, employment qualifications, or a combination of these factors in the
determination of the amount of attributed income. In all, 30 state guidelines specify that one or
more of these factors should be considered.

Other considerations frequently specified in the guidelines are whether unemployment or
underemployment is voluntary (34 state guidelines) and whether the parent is mentally or
physically incapacitated (24 state guidelines). Several state guidelines identify circumstances in
which income should not be attributed. The most common of these limiting circumstances are
the parent’s mental or physical disability (24 state guidelines) or the parent’s need to care for a
young child or another person with special needs (23 state guidelines). Some state guidelines
limit a child support obligation when the parent is trying to improve his or her qualifications by
advancing his or her education (9 state guidelines) or is incarcerated (5 state guidelines). Four
states limit the amount of a child support obligation where the unemployed noncustodial parent
is making a reasonable effort to find employment. Only one state’s guidelines (Indiana)
recognize a distinction between voluntary and involuntary unemployment.'**

18 1t is worth noting, however, that extensive California case law provides guidance on distinguishing between
voluntary and involuntary unemployment.
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The California guideline does not specifically mention any of these considerations, a pattern that
is replicated in only a few other states. Most state guidelines contain several considerations in
their income attribution provision. The Alabama guideline contains an income attribution
provision more representative of other state guidelines in length, breadth, and scope than that of
California:

If the court finds that either parent is voluntarily unemployed or underemployed, it shall
estimate the income that parent would otherwise have and shall impute to that parent that
income; the court shall calculate child support based on that parent’s imputed income. In
determining the amount of income to be imputed to a parent who is unemployed or
underemployed, the court should determine the employment potential and probable
earning level of that parent, based on that parent’s recent work history, education, and
occupational qualifications, and on the prevailing job opportunities and earning levels in
the community. The court may take into account the presence of a young or physically or
mentally disabled child necessitating the parent’s need to stay in the home and therefore
the inability to work.

(Ala. Rules Jud. Admin., rule 32(B)(5).)

Comparison of State Guidelines Regarding Unknown Income

Exhibit 4-1 compares each state’s guideline amount under four different scenarios. These
amounts were calculated for this report using each state’s guideline and, when available, an
automated calculator sponsored by the state’s child support agency or court. More information
about the sources and underlying assumptions of these calculations is provided in Appendix C.

e In Case A, the noncustodial parent’s income is unknown, the custodial parent’s income is
zero, and there is one child. In this case, the income presumption policy of a state’s guideline
is the basis for calculating the noncustodial parent’s income. If the state’s guideline (or
statute in California) does not specify the amount of income to be presumed, the state’s
minimum wage is used. If a state’s guideline does not specify the hours worked in the
provision, a 40-hour workweek is used.

e Case B is similar to Case A except for one difference. It assumes that the noncustodial parent
works 40 hours per week at the current federal minimum wage of $7.25 per hour. In other
words, there is no variation among states in the calculation of the noncustodial parent’s
income based on differences in state provisions for income presumption, state minimum
wage, or both. Other assumptions of Case A and Case B are identical—that is, the custodial
parent’s income is zero and there is one child.

e Case C also assumes that the noncustodial parent works full-time at federal minimum wage.
However, Case C considers the guideline amount for two children, rather than one child, as
in Case B.

e Case D also assumes that the noncustodial parent works full-time at federal minimum wage.
Case D considers the guideline amount for five children.
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The purpose of Case A is to compare state guidelines when the noncustodial parent’s income is
unknown. In effect, it not only captures differences in state guidelines formulas but also state
differences in income presumption policy and minimum wage levels among states that establish
a minimum wage above the federal level. The purpose of Case B is to compare state guidelines
using the same amount of income; specifically, income equivalent to full-time, federal minimum
wage earnings, which is the most common amount presumed. Comparisons of the guideline
amounts using Case A and Case B highlight state differences that result from a state guideline
that presumes income at an amount other than full-time, federal minimum wage and those states
that have a state minimum wage that is higher than the federal minimum wage. The purpose of
comparing Cases C and D is to observe how state guidelines vary in their treatment of cases with
more than one child. Based on California’s last guideline review, 61 percent of child support
orders cover one child, 30 percent cover two children, 7 percent cover three children, and 2
percent cover four or more children.

State Comparisons—Case A: In this scenario, the noncustodial parent’s income varies among
states in accordance with income presumption provisions set in state statute, the state’s minimum
wage, or both. California Family Code section 17400(d)(2) provides that income will be
presumed at full-time, minimum wage earnings in California ($8 per hour). This results in a
monthly gross income of $1,386 per month. The California guideline amount for Case A is $300
per month. This is the eighth highest amount among the 50 states and the District of Columbia.
The states with the three highest guidelines amounts for this case (Minnesota, Tennessee, and
Vermont) all presume income at amounts considerably higher than full-time, minimum wage
earnings when income is unknown. The amounts in these states range from more than $400 to
almost $800 per month. Oregon and Washington guidelines produce amounts that are higher than
California’s because these states also have state minimum wages that exceed the California
minimum wage. States with the lowest guidelines amounts for this scenario include Alaska,
District of Columbia, and Delaware. The guidelines amounts for these states are $50 per month
or less because these state guidelines have low-income adjustments that consider the current
federal poverty level or similar data. Low-income adjustments are discussed in the next section
of this report.

State Comparisons—Case B: As evident in the state comparisons based on Case A, which
compared state guidelines amounts when obligor income was presumed, some states have higher
guideline amounts because they presume a higher amount of parental income when income is
unknown. To control for this, Case B assumes that the obligor’s income is $1,256 gross per
month, which is equivalent to full-time earnings at the current federal minimum wage of $7.25
per hour, but the other assumptions remain the same (i.e., the obligee has no income and there is
one child). The California guideline amount for Case B is $236 per month. California ranks 24th
among states for this scenario, which is close to the national average. Although using the federal
minimum wage is not a realistic scenario for California because its minimum wage is higher, it
does demonstrate that part of the reason the California guideline ranks high for Case A is that the
state’s minimum wage exceeds the federal amount.
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State Comparisons—Cases C and D: Cases C and D involve two and five children,
respectively, rather than one child, as does Cases A and B. Otherwise, it makes the same
assumptions as Case B: the obligor works full-time at the federal minimum wage and the obligee
has no income. The purpose of this scenario is to demonstrate that the California formula for
low-income obligors with two or more children may be too high relative to the formulas of other
states. This is because of the way the low-income adjustment phases into the guidelines amounts
based on measurements of child-rearing expenditures and the phase-out varies with the number
of children. The total amount expended on children increases when there are more children.
Low-income obligors with more children face higher orders when the guideline amounts are
based on child-rearing costs than those with fewer children. Under Case C, which involves two
children, the California guideline amount is $377 per month, which is 13th highest in the nation.
California’s ranking is even higher for Case D, which involves five children. Under this scenario,
the California guideline is $589 per month, which is fifth highest in the nation. As previously
noted, California ranked 24th among states when there was only one child at an identical income
level.
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Exhibit 4-1. Comparison of States’ Guidelines’ Amounts When Income Is Presumed at or
Equivalent to Full-Time, Minimum Wage

Case A: Case B: Case C Case D
One Child One Child Two Children Five Children
Obligor’s Income Is Obligor’s Income Is Equivalent to Full-Time, Minimum
Presumed Wage Earnings
Monthly Rank Monthly Rank Monthly Rank Monthly Rank
Order Order Order Order

Alabama $272 19 $272 14 $333 24 $343 37
Alaska 50 49 50 50 50 50 50 50
Arizona 281 14 281 10 397 7 481 20
Arkansas 261 21 261 15 377 12 542 9
California 300 8 236 24 377 13 589 5
Colorado 217 39 217 36 292 33 467 21
Connecticut 312 6 312 2 464 3 607 4
Dist. of Columbia 50 50 55 49 55 49 55 49
Delaware 21 51 21 51 21 51 21 51
Florida 257 22 257 17 399 6 499 16
Georgia 197 44 197 44 283 34 404 29
Hawaii 280 15 280 11 500 1 1,030 1
Idaho 212 42 212 40 308 31 428 24
Illinois 277 18 219 34 307 32 494 17
Indiana 221 36 221 32 281 36 377 32
lowa 220 37 220 33 255 39 308 40
Kansas 221 35 221 31 322 27 510 13
Kentucky 229 33 229 28 346 23 451 22
Louisiana 245 26 245 21 364 14 493 18
Maine 268 20 260 16 329 25 346 36
Maryland 233 30 233 25 360 19 482 19
Massachusetts 333 4 303 3 364 15 411 28
Michigan 210 43 210 41 222 43 259 42
Minnesota 436 3 173 47 173 47 173 47
Mississippi 176 47 176 46 251 40 326 39
Missouri 279 16 279 12 384 11 397 30
Montana 132 48 132 48 132 48 132 48
Nebraska 225 34 225 30 243 41 295 41
Nevada 235 29 226 29 314 29 414 27
New Hampshire 279 17 279 13 353 22 353 35
New Jersey 281 13 281 9 394 9 563 6
New Mexico 243 27 243 22 329 26 362 33
New York 192 45 192 45 283 35 396 31
North Carolina 232 31 232 26 236 42 243 43
North Dakota 282 12 282 8 356 21 510 14
Ohio 248 24 248 19 362 17 425 25
Oklahoma 249 23 249 18 363 16 515 11
Oregon 307 7 203 43 203 46 203 46
Pennsylvania 284 9 284 5 320 28 331 38
Rhode Island 216 40 216 37 218 44 225 44
South Carolina 284 10 284 6 402 5 519 10
South Dakota 216 41 216 38 279 37 357 34
Tennessee 616 2 339 1 479 2 683 2
Texas 219 38 219 35 274 38 439 23
Utah 238 28 238 23 388 10 553 8
Vermont 795 1 209 42 209 45 209 45
Virginia 232 32 232 27 360 20 502 15
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Washington 327 5 285 4 442 4 680 3

West Virginia 248 25 248 20 361 18 511 12
Wisconsin 179 46 213 39 313 30 425 26
Wyoming 282 11 282 7 396 8 561 7
Average $257 $229 $310 $411

@ Appendix C contains the amount of presumed income used by each state. The amount varies according to each
state’s guideline, the state minimum wage, or both.

Low-Income Adjustments: Thresholds and Formulas

The majority of states include some sort of adjustment for low-income obligors—that is, at low
income levels, the guidelines reduce order levels to amounts that fall below the actual cost of
raising children. The California guideline applies its low-income adjustment only to incomes that
fall below $1,000 net per month. In contrast, most states do not have a set threshold for applying
their low-income adjustment. Instead, most state guidelines gradually phase out the low-income
adjustment to amounts that reflect child-rearing costs. In these states, the income at which the
low-income adjustment phases out typically varies by the number of children because the costs
of child rearing increase when there are more children. For example, North Carolina phases out
its low-income adjustment at $1,300 gross per month for one child and $2,550 gross per month
for six children.

California does not vary the low-income adjustment threshold for the number of children and has
never updated this threshold since it was first adopted. The income threshold has remained at
$1,000 net per month for over a decade in California. The only change occurred in 2003, when
the California Legislature made the low-income adjustment presumptive. Prior to then, the low-
income adjustment was applied at court discretion and so was not applied consistently across the
state.

Because the adjustment is applied to incomes below $1,000, the California guideline does not
protect obligors with incomes just above this threshold from being impoverished by their child
support orders. This was illustrated in an earlier case scenario. It showed that application of the
current California guideline would result in a $300 per month order for one child when an
obligor works full-time at the state minimum wage ($1,386 gross per month). At this wage, the
obligor’s after-tax income is $1,200 per month, so paying $300 per month in child support leaves
the obligor with $900 per month in spendable income. This is below the current federal poverty
level for one person ($902.50) per month. As long as the threshold for applying the low-income
adjustment remains at $1,000, the gap between obligor’s spendable income and the poverty level
will continue to grow because the federal poverty level is updated annually. Future increases in
the state minimum wage will also widen the gap for those obligors working at minimum wage or
in cases where the obligor’s income is presumed.

The formula used to adjust for low incomes in California is unique. Unlike most low-income

adjustments in state guidelines, the California low-income adjustment does not consider how
much income the obligor needs to live above a subsistence level. The California low-income
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adjustment is simply a percentage reduction to the regular guideline amount. Most state
guidelines (30 states) rely on a “self-support reserve” as the underlying basis of their low-income
adjustment. The self-support reserve is typically based on the federal poverty level for one
person. It represents the amount of spendable income after payment of taxes and child support
that the obligor needs in order to live at least at subsistence level. Since most states incorporate
the adjustment into their child support look-up tables, its existence is not readily apparent. Some
states (e.g., District of Columbia, New York, Vermont, West Virginia), however, incorporate the
adjustment into their child support worksheet. This makes the adjustment transparent.

Exhibit 4-2 illustrates how a low-income adjustment based on the self-support reserve is
incorporated into the New York guidelines. The New York guideline formula is 17 percent of the
obligor’s adjusted gross income for one child. Unlike California’s guideline, the New York
guideline does not effectively consider the obligee’s income in the base calculation or the child’s
time with each parent. For an obligor with gross income of $1,386 per month ($1,286 per month
after income adjustments permissible under the New York guideline), the preliminary child
support order—that is, the amount prior to the low-income adjustment—would be $218 per
month for one child in New York. The New York guideline provides for a self-support reserve
equivalent to 135 percent of the federal poverty level for one person. Based on the most current
poverty level (2009), this equates to a self-support reserve of $1,218 per month. The difference
between the income used to determine support ($1,280 per month) and the self-support reserve is
$62 per month. An obligor paying a child support order of this amount has sufficient income to
meet his or her self-support reserve. Because this amount ($62 per month, as shown on line 6 of
Exhibit 4-2) is less than the regular guideline calculation ($218, as shown on line 4 of Exhibit 4-
2), the order is set at $62 per month for this case.

Exhibit 4-2. lllustration of New York’s Self-Support Reserve Test

1. Obligor’s gross income $1,386
2. Adjustments to gross income 106
3. Income available for support (line 1 minus line 2) 1,280
4. Preliminary child support order (line 3 multiplied by 17% for one child) 218
Self-Support Reserve Test

5. Self-support (135% of the federal poverty level for one person) 1,218
6. Income available for support (line 3 minus line 5) 62
7. Child support order (the lesser of lines 4 and 6) $ 62

The amount of the self-support reserve varies considerably among states. Most self-support
reserve amounts are based on whatever the federal poverty level for one person was in the year
when the state last updated its guideline. This means that states that have not updated their
guidelines for several years have self-support reserves as low as about $450 per month, which
approximates the federal poverty level for one person in 1989. Some state guidelines (i.e.,
District of Columbia, Minnesota, New York, Washington) avoid this problem by indexing their
self-support reserve to the federal poverty level for one person, which is updated by April of
each year. These states also inflate the federal poverty level by 20, 33, 35, and 50 percent when
using it as a self-support reserve.
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There are several reasons for using an index of poverty for the self-support reserve that exceeds
the federal poverty level. The federal poverty level is often criticized for being an inadequate
measure of poverty. Income eligibility thresholds for public assistance programs are often set
above 100 percent (e.g., SNAP—formerly called Food Stamps—is set at 130 percent of the
poverty level, and C-CHIP (California Child Health Insurance Program) eligibility is set at 300
percent of the poverty level). Following this logic, it would make sense to match the index for
the self-support reserve for noncustodial parents to the index used for custodial parents applying
for welfare. Still another reason for inflating the federal poverty level in a self-support reserve is
to take taxes into account. Since some states guidelines rely on gross income while the poverty
level is expressed as an after-tax income amount, the inflator essentially accounts for tax
consequences.

The merits of the self-support reserve test as a low-income adjustment are that it considers the
subsistence needs of the obligor; it is based on a logical, easily understood premise; it can be
made transparent when it is put in the worksheet (as illustrated in Exhibit 4-2); and when indexed
to the federal poverty level, it can be updated annually. The major limitation is that it typically
produces a lower order amount than does a proportional adjustment, which is the next common
method used by states, or an equalization of income, which is used by a few states to adjust for

low income. Some advocates perceive any lowering of support as an unacceptable detriment to
the child.

Minimum Orders

About 40 state guidelines impose minimum orders. California and 10 other state guidelines do
not. Most state guidelines with low-income adjustments based on a self-support reserve also have
minimum orders. Without a minimum order, it is possible for the self-support reserve test to
result in a negative order amount, specifically for incomes below or just above the self-support
reserve amount.

The most common minimum order amount is $50 per month. Some state guidelines set
minimums as low as $10 per month (e.g., Maine), while other state guidelines rely on a
minimum order of over $200 per month (e.g., South Dakota). Many states vary the minimum
order with the number of children. A few states (e.g., Maryland) provide a range as the minimum
order ($20 to $150 per month) for incomes below the federal poverty level or minimum wage.
The merit of a range is that it allows for some variation based on the obligor’s income or the
circumstances of the case. It is particularly useful when it applies to a wide range of incomes
below full-time, minimum wage earnings because it allows for some variations in cases where
the obligor does not have the capacity or ability to work at least full-time at minimum wage. An
obligor with $550 per month in disability benefits can be treated differently than an obligor with
unemployment benefits of $800 per month. The limitations of establishing a range are that the
order amounts are not predictable for obligors with incomes in that range, and it may result in
inconsistent amounts in similarly situated cases.
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The merit of imposing a minimum order is that it establishes the precedent that all parents at all
income levels are financially responsible for their children. One limitation is that there are some
situations where a zero order may be more appropriate. For example, a zero order may be more
appropriate for an obligor who is institutionalized for several years and has no income-producing
assets. Some states (e.g., Indiana) have devised guidelines that provide for minimum orders but
also provide for a zero order when appropriate. Indiana’s provision follows.

When a parent has extremely low income the amount of child support recommended by
use of the Guidelines should be carefully scrutinized. The court should consider the
obligor’s income and living expenses to determine the maximum amount of child support
that can reasonably be ordered without denying the obligor the means for self-support at
a minimum subsistence level. The court may consider $12.00 as a minimum child support
order; however, there are situations where a $0.00 support order is appropriate. A
numeric amount of child support shall be ordered.

(Ind. Child Support Rules and Guidelines 2.)

Indiana clarifies in its commentary that a minimal or a zero-dollar child support order may be
appropriate in some situations.

[T]he Guidelines do not establish a minimum support obligation. Instead the facts of each
individual case must be examined and support set in such a manner that the obligor is
not denied a means of self-support at a subsistence level. For example, (1) a parent who
has a high parenting time credit, (2) a parent who suffers from mental iliness, (3) a parent
caring for a disabled child, (4) an incarcerated parent, (5) a parent or a family member
with a significant/chronic health issue, or (6) a natural disaster are significant but not
exclusive factors for the Court to consider in setting a child support order. The court
should not automatically attribute minimum wage to parents who, for a variety of factors,
are not capable of earning minimum wage.

(Ind. Child Support Rules and Guidelines 2.)

Chapter Summary

Low-income adjustments in state guidelines are completely justifiable and often appropriate.
They are fair to the obligor because they consider his or her subsistence needs, result in orders
that more realistically reflect an ability to pay, and preserve the incentive to work. According to
the literature, orders that comprise an excessive proportion of obligor income result in lower
compliance rates, higher arrears balances, and increases in underground employment. Arguably,
low-income adjustments are also in the best interest of the child because setting realistic child
support orders retains a noncustodial parent’s incentive to work in the regular economy and
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keeps the noncustodial parent involved with the child.'* The literature amply documents that
parent-child involvement and child support receipt are associated with many desirable child
outcomes.

Thirty states have adopted a “self-support reserve” as their low-income adjustment to their
guidelines. Based on the federal poverty level, it represents the amount of spendable income after
payment of taxes and child support that the obligor needs in order to live at least at a subsistence
level. Several states index their self-support reserve to the federal poverty level for one person,
which is updated annually. They also inflate the federal poverty level by 20 to 50 percent to
obtain a better measure of poverty, match the income eligibility thresholds for public assistance
programs, and account for taxes.

The current California low-income adjustment is inadequate. Established more than 10 years
ago, it is out of date, and, unlike most state guidelines, it does not consider the subsistence needs
of the obligor. A comparison of order amounts for low-income obligors with one child when the
obligor’s income must be imputed or presumed ranks California eighth highest among the 50
states and District of Columbia. In a comparison using federal minimum wage rates, minimum
wage earners in California fare worse than most of their counterparts in other states. These
California minimum wage earners rank 13th highest in order levels with two children and 5th
highest in order levels with five children. Indeed, the only scenario where minimum wage
earners in California do about as well as their counterparts in other states is when they have a
single child and their income is based on the federal minimum wage level.

California’s income imputation and presumption policies only exacerbate the issue of
establishing appropriate guideline amounts for low-income obligors. Although most states
provide for income attribution in their child support guidelines, income attribution produces
order amounts that exceed what an obligor can reasonably pay largely because the attributed
amount is more than the obligor’s actual income. Obligors with little available income
information, work history, or evidence of employment qualifications are presumed to be able to
obtain full-time employment and earn the minimum wage. While this presumption is
questionable in the best of economic circumstances, there is absolutely no basis for it in a time
when employment in California has dropped for 40 consecutive months, unemployment stands at
12.5 percent, and underemployment has reached 20 percent. The barriers to full-time
employment are even worse for the high proportions of Hispanic and African-American
noncustodial parents in the IV-D system, whose national unemployment rates are 12.6 and 16.5
percent, respectively.

It is relevant to note that California law uniquely provides for attribution of income both within
the guideline and outside the guideline in DCSS cases. Indeed, the guideline review found that
approximately 16 percent of child support orders in IV-D cases are based on either presumed or
imputed income, as compared with 7 percent in non-DCSS cases. Generating orders that better

149 There are some obvious situations, such as cases involving domestic violence, that create exceptions.
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reflect the true earning potential of low-income obligors in the child support system will not be
achieved through adjustment of the state guideline alone. Rather, it will require coordination
between the low-income adjustment in the formula, as well as provision for income presumption
contained in the non-guideline statute. This recommendation and others pertaining to low-
income families are contained in the recommendation chapter of this report.
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CHAPTER 5

Medical Support Provisions

This chapter addresses state provisions for the establishment of medical support, specifically
provisions that meet federal medical support requirements imposed in 2008 and currently in
effect.’”® Medical support can require several different things: health insurance coverage for the
child by one or both of the parents; a specification as to how the parents will handle and pay for
the child’s uninsured health-care expenses (including copays and deductibles); an amount to
offset coverage costs when the children are enrolled in Medicaid or another public entity
program; or a combination of these. Most states, including California, provide for the children’s
medical support within the child support order. Only a couple of states routinely provide separate
orders for child support and medical support.""

Medical support is a current issue for two reasons. In response to recent health-care trends and in
recognition of the child’s health-care needs, in 2008 the federal government vastly expanded its
medical support requirements applying to states.'>* These federal requirements involve the
implementation of extremely complex policies, such that many states, including California, are
still in the process of making conforming changes.'>* National health reform adopted into law in
2010 even further compounds this complexity. Some policy leaders believe health reform will
eventually produce changes to federal medical support requirements, but it is still too early to
know how. '** Health reform did not directly address child medical support, so any changes
necessary to make federal medical support congruent with health reform measures will take time
to identify and develop. In the interim, states have made or are making minimum changes to
comply with the 2008 federal requirements.

Most of the existing federal medical support requirements apply to the state IV-D caseload. Only
a few requirements apply to state guidelines, which must be used by both IV-D and non-IV-D
cases because the guidelines must be applied to all cases. Most states provide for medical support
in two places: their child support guidelines and a non-guidelines section of their state statute.
Typically, states provide for the medical support specific to the IV-D agency in the non-
guidelines section of state statute. California applies medical support in both guidelines and non-
guidelines sections of its statutes; however, the non-guidelines section also applies to non-IV-D
cases. The California guideline contains medical support provisions at Family Code section
4062(a)(2), and another Family Code section, section 3751(a)(2), also provides for medical

13073 Fed.Reg. 42416-42442 (July 21, 2008), http://www.acf.hhs.gov/programs/cse/pol/AT/2008/at-08-08.htm.

! The consequence of two orders is important to child support enforcement. Enforcement remedies available to
state IV-D agencies cannot always be used if there is a separate order for medical support.

13273 Fed.Reg. 42416-42442.

133 For the most part, the California guideline and other statutes already comply with these 2008 requirements; the
only exception is the requirement for a quantitative threshold for defining the reasonable cost of the child’s medical
support. However, proposed Senate Bill 580 (Wright) proposes this threshold and definition.

13 Vicki Turetsky, “Health Reform for Children Is on the Horizon” (Jan.2010) 32(1) Child Support Report,
www.acf.hhs.gov/programs/cse/pubs/2010/csr/csr1001.pdf.
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support. In all, there is little consistency among states regarding which provisions pertaining to
the establishment of medical support are contained in a state’s guidelines and which provisions
are contained in non-guideline statute. This means that any discussion about state provisions
affecting the ordering of medical support cannot be limited to a discussion of state guidelines.

This chapter discusses state provisions affecting the ordering of medical support. It focuses on
the 2008 medical support requirements issued by the federal Office of Child Support
Enforcement (OCSE) that are currently in effect. It begins with some background statistics on
medical support. The likely impact of 2010 health reform is interjected when appropriate.

Background Statistics on Medical Support

As identified earlier, medical support orders can require one or both parents to provide health
insurance coverage; specify how the parents will handle and pay for the child’s uninsured health-
care expenses; specify an amount to offset coverage costs when the child is enrolled in Medicaid
or a similar program; or a combination of these.

Federal regulations require state IV-D agencies to pursue medical support. Most child support
orders established or enforced by state IV-D agencies contain an order for medical support.
Nationally there are more than 12 million open IV-D cases with support orders, more than 1
million in California alone.'”> Nationally, medical support is ordered in 77 percent of these
cases."”® California has established medical support orders at an even higher rate. Medical
support is ordered in 90 percent of California IV-D cases with established support orders."’

Most medical support orders nationally and in California include, at a minimum, an order for a
parent to provide health insurance, typically through the parent’s employer. Orders requiring that
at least one parent provide health insurance for the child comprise 88 percent of IV-D medical
support orders nationally and almost 100 percent of IV-D medical support orders in California.'*®
A typical approach taken by most states consists of ordering each parent to carry health
insurance for the child if the parent has insurance available at a reasonable cost even though the
parent may not have access to insurance at the time the order is entered. This approach allows the
IV-D agency to take measures to enroll the child in a health plan quickly if one becomes
available—for example, when a parent obtains new employment with health benefits.

133 Office of Child Support Enforcement, U.S. Dept. of Health and Human Services, OCS FY2008 Preliminary
Report to Congress (2009),

www.acf.hhs.gov/programs/cse/pubs/2009/reports/preliminary report fy2008/#highlights; Cal. Dept. of Child
Support Services, “Comparative Data for Managing Program Performance,” Federal Fiscal Year 2008 (Apr. 2009),
www.childsup.ca.gov/Portals/0/resources/docs/reports/
2008/Federal%20Fiscal%20Year%202008%20Performance%20Data.pdf (as of Mar. 20, 2010).

13 Office of Child Support Enforcement, supra note 155, tables 11 & 12.

“71d., tables 3.9.1 & 3.9.2.

138 Calculated from Off. of Child Support Enforcement, supra note 155, tables 11 & 12, and Cal. Dept. of Child
Support Services, supra note 155, tables 3.9.1 & table 3.9.2 (see note 157—Office of Child Support Enforcement).
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Nonetheless, as discussed in more detail later, ordering parents to provide health insurance does
not always mean it is provided, particularly in I[V-D cases, where most parents are low income
and few have access to employer-provided health-care benefits.

The case file review, which was presented in an earlier Chapter 3, found that 18 percent of
California child support orders include an order for uninsured health-care costs. The comparative
national statistic is not tracked. The number of medical support orders that offset coverage costs
when the children are enrolled in Medicaid or a similar program is also unknown nationally. Like
most states, California does not routinely order medical support in Medicaid cases that is to be
collected and distributed to the Medicaid agency to offset the cost of the child’s coverage.

National data tracking of IV-D cases in 2008 finds that health insurance is provided as ordered in
just 30 percent of IV-D cases with orders and that medical support is provided as ordered among
28 percent of the same set of cases.'” The same data source provides state-specific data. It shows
that health insurance is provided as ordered in 39 percent of California IV-D cases with orders
and that medical support is provided as ordered in 21 percent of California IV-D cases with
orders. One barrier to ordering medical support as well as medical support compliance in IV-D
cases is that parents are generally low income and lack access to affordable, private health-care
coverage.

In general, various studies find that children, particularly children in the IV-D caseload, do not
typically have health-care coverage provided through employer-sponsored insurance available to
the obligor.'® The only study known to track medical support in both IV-D and non-IV-D cases
dates back to a 1999 survey of child support—eligible children living with their mothers. "'’
Unlike the I'V-D statistics on medical support provided earlier that considered the percentage of
ordered cases with coverage, this 1999 study included children with and without medical support
orders. The study found that half had health-care coverage through employer-sponsored
insurance, but the custodial mother was typically the source of the child’s health-care coverage
rather than the noncustodial father.'®” Specifically, the custodial mother or stepfather was the
source of employer-sponsored insurance for 32 percent of the children; the noncustodial father

139 Office of Child Support Enforcement, supra note 155 tables 11 and 12.

1 Laudan Aron, Health Care Coverage Among Child Support-Eligible Children (U.S. Dept. of Health & Human
Services, Dec. 2002); Vermont Office of Child Support, Section 1115 Demonstration Grant Project UNIMED A
Unified Approach to Medical Support Through Intra-Agency Collaboration/Data Exchange: Final Report (2008);
Policy Studies Inc., Increasing Healthcare Coverage for Children: A New Coordinated Approach (Colorado Div. of
Child Support Enforcement, Oct. 2004).

1 This study explicitly considered custodial mothers, so using the term “mothers™ here is appropriate. As discussed
earlier, “obligor” and “obligee” are generally used throughout this report because they are consistent with the
California guideline. However, when referencing specific sources that use “mother” and “father” or “custodial” and
“noncustodial” parent, those terms are adapted. In addition, “custodial” and “noncustodial” are used when
discussing other programs (e.g., Medicaid) where the income of the custodial parent household is considered to
determine eligibility. This nuance is important because, under the California guideline, it is possible for the custodial
parent to be the obligor if the custodial parent has considerably more income than the noncustodial parent and
physical responsibility for the child is equally shared or almost equally shared.

162 Aron, supra note 160, table 4.
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was the source of employer-sponsored insurance for 13 percent of the children; and the source of
the employer-sponsored insurance was unknown or from another source for 5 percent of the
children. Among children without employer-sponsored insurance, the same 1999 study found
that 33 percent of child support—eligible children were enrolled in Medicaid or CHIP, 14 percent
of the children were uninsured, and 3 percent had other insurance.

Many children in the IV-D caseload qualify for Medicaid or CHIP, and at least 60 percent used
Medicaid or CHIP in 2005.'® Medical support is known to significantly reduce Medicaid costs
through third-party liabilities and cash medical support orders. Third-party reimbursements are
realized because children can be simultaneously enrolled in Medicaid, based on the income of
the custodial parent, and the noncustodial parent’s employer-sponsored insurance plan pursuant
to a medical support order. Although many custodial parents prefer Medicaid coverage over
private or dual coverage because it has more comprehensive benefits, lacks copays or
deductibles, and is generally more convenient,'® health-care expenses incurred under Medicaid
can be recovered through the noncustodial parent’s health insurance plan for children with dual
coverage. This is also known as third-party liabilities and, historically, is the major thrust of child
medical support efforts by IV-D agencies. Texas, the only state besides California to have a IV-
D caseload exceeding 1 million, recovered $36 million in 2006 from insurance carriers, medical
providers, and pharmaceutical companies.'® All state IV-D and Medicaid agencies must
collaborate to collect third-party liabilities from their overlapping caseloads. The current amount
collected nationally or in California is unknown, but several other states report substantial
savings. For example, Wisconsin, a state with about 350,000 IV-D cases, estimates that it saves
$500,000 per month in third-party liabilities for IV-D children who have dual coverage through
Wisconsin’s Medicaid program and the noncustodial parent’s private insurance.'®

Another way that medical support reduces Medicaid costs is through orders for cash medical
support that is collected and disbursed to the Medicaid agency to offset the child’s health-care
coverage. These types of orders will generally work only when Medicaid is provided through
managed-care organizations that assess a monthly amount for the child’s health-care coverage.
They do not work well where Medicaid is delivered by fee-for-service because the Medicaid
agency cannot receive cash medical support that exceeds the medical fees incurred for a
particular child.'®” California delivers its child Medicaid services through both managed care and
fee-for-service.'®® Fee-for-service is more likely in rural areas, where the market for managed
care is smaller than in urban settings.

19 Jennifer Burnszynski, “Medical Child Support and Health Reform: New Opportunities, New Questions,” (Jan.
2010) 32(1) Child Support Report, www.acf.hhs.gov/programs/cse/pubs/2010/csr/csr1001.pdf.

1% Center for Policy Research, Medical Child Support: Strategies Implemented by States (Texas Office of Assistant
Attorney General Div. of Child Support, June 2009).

19 Texas Office of Atty. Gen., “Texas Medical Support Issues and Initiatives—2007" (2007).

1% Steven T. Cook & Thomas Kaplan, “Improving Medical Support Order Enforcement in Wisconsin” (Univ. of
Wisconsin Inst. for Research on Poverty, Sept. 2008).

19773 Fed.Reg. at 42422-42423.

1% Kaiser Family Foundation, “California: Medicaid Managed Care,” http://statehealthfacts.org.
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Most states, including California, do not solely provide their child Medicaid program through
managed care. For this and several other reasons, only a few states assess and collect this type of
cash medical support. Texas is one state that does. In 2006, Texas collected $15 million in cash
medical support that was disbursed directly to the Medicaid agency to offset the child’s health-
care coverage.'® Texas typically tacks cash medical support on top of base child support.

A federal study of eight states also suggests that Medicaid savings of both federal and state
dollars from this type of medical support could be large.'” Conducted in 2005 to explore ways to
deal with shrinking Medicaid budgets, the federal study estimated that noncustodial parents
could contribute $99 million annually to the Medicaid costs incurred by IV-D children in the
study states.

Some state [V-D demonstration projects have found that medical support efforts yield only
modest impacts for Medicaid third-party reimbursements and children’s health care coverage.
For example, a Washington demonstration project that tested the efficacy of a centralized
medical support unit found that third-party medical support was being provided as ordered in 16
percent of the reviewed cases.'”' Where medical support was not provided, the majority of
noncustodial parents were unemployed, incarcerated, or employed in a setting that either lacked
employer-sponsored health benefits or were unavailable at a reasonable cost.'’”* This result is
consistent with the discussion in Chapter 4 regarding the poverty level of a large proportion of
individuals in IV-D cases. Poor and low-income individuals are unlikely to have employer-
sponsored health benefits. Still another reason that child medical support does not have a
relatively large impact on Medicaid cases is that not all Medicaid children are in the IV-D
caseload. For example, a Vermont demonstration project found private health insurance for 17
percent of Medicaid children in its IV-D caseload. Because not all Vermont children enrolled in
Medicaid are in the IV-D caseload, this amounted to the IV-D agency finding health insurance
for 10 percent of its statewide Medicaid population.'”

1% Texas Office of Atty. Gen., supra note 165.

170 Office of Inspector General, U.S. Dept. of Health & Human Services, Eight-State Review of the Ability of
Noncustodial Parents to Contribute Toward the Medical Costs of Title IV-D Children That Were Paid Under the
Medicaid Program, Report No. A-01-03-02501 (U.S. Dept. of Health & Human Services).

"' Lewin Group, Evaluation of Strategies to Improve Medical Support Enforcement in Washington State
(ECONorthwest, Feb.2006).

'72 The Sacramento County IV-D program implemented an innovative solution in 1990 to overcome the lack of
employer-sponsored insurance available to obligors. (At the time, federal regulations required that the IV-D agency
petition the obligor for the children’s health insurance if the obligor had employer-sponsored insurance, and they did
not require the consideration of insurance available to both parents.) Sacramento teamed with a third-party
administrator and two insurance carriers to make child-only health insurance available in selected IV-D cases. The
premiums (around the year 2003) were about $100 per month per child. This insurance is typically ordered in
Medicaid cases and in cases where the premium can be withheld from the obligor’s paycheck. Center for Policy
Research, supra note 164.

'3 Vermont Office of Child Support, supra note 160.
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Federal Requirements

State guidelines have been required to provide for “the children’s health care needs through
health insurance coverage or other means”' " since 1987, when guidelines were first required by
the federal government. In 2008, OCSE issued new rules that imposed the following medical
support requirements.' > States vary as to whether they meet these requirements in their
guidelines or the non-guidelines provision of their statutes.

e In addition to the previous requirements, state guidelines must address how parents will
provide for the child’s health-care needs.

e States must allow for either or both parents to be ordered to provide medical support.

e States must specify a quantitative threshold for determining whether medical support is
reasonable in cost. The reasonable-cost test must be applied only to the child’s premium.

e States must provide a definition of “accessible” insurance.

e States must allow for “cash medical support.”

Each of these provisions is separately discussed in more detail. As part of the consideration of
both parents’ access to insurance, researchers for this project considered how state guidelines
adjust for a parent’s expense of the child’s insurance premium. The discussion on reasonable
cost also considers the costs of a child’s health-care.

Providing for the Child’s Health-Care Needs
The new medical support rules expanded federal requirements. State guidelines must:

Address how the parents will provide for the child(ren)’s health care needs through health
insurance coverage and/or through cash medical support in accordance with § 303.31 of
this chapter.

(45 C.F.R. § 302.56(3).)

This provision essentially requires that a state guideline complement the federal requirement (45
C.F.R. § 303.31) of state IV-D agencies—that is, agencies must petition for medical support in
IV-D cases, and a state must allow for the provision of medical support in the child support
order. This includes the jurisdiction to order a parent to enroll the child in private health
insurance or cash medical support, or both.

For most states, the guideline provides for the ordering of medical support. California and 11
other states provide the jurisdiction to order medical support outside the state guidelines. The
California provision requiring health insurance coverage for the children, as shown below, is
outside the child support guideline but it is still contained in the Family Code:

174 Child Support Enforcement Amendments of 1984 (Pub. L. No. 98-378, 98 Stat. 1305).
17373 Fed.Reg. 42416-42442.
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In any case in which an amount is set for current support, the court shall require that
health insurance coverage for a supported child shall be maintained by either or both
parents if that insurance is available at no cost or at reasonable cost to the parent.

(Fam. Code, § 3751(a)(2).)

However, the California provision for uninsured medical expenses is provided in the child
support guideline.

The court shall order the following as additional child support: . . . (2) The reasonable
uninsured health care costs for the children as provided in Section 4063.

(Id., § 4062(a)(2).)

In contrast, some states provide for the child’s health insurance and uninsured medical expenses
in the same place. The Nebraska guideline exemplifies this:

The child support order shall address how the parents will provide for the child(ren)’s
health care needs through health insurance as well as the nonreimbursed reasonable
and necessary child(ren)’s health care costs that are not included in [the child support
schedule].

(Neb. Rev. Court Rules, ch. 4, art. 2, § 4-215.)

Ordering Either or Both Parents to Provide Medical Support

The new federal rules eliminated the longstanding presumption in federal child support policy
that the noncustodial parent had employer-sponsored insurance available to cover his or her
children and that it would be the most appropriate source of health-care coverage for his or her
children. The new rules recognize that there is no rational basis for assuming that the
noncustodial parent is more likely than the custodial parent to have employer-sponsored
insurance; that the number of employers providing health benefits is declining; that premium
costs are escalating and families are assuming larger deductibles, copays, and other out-of-pocket
health-care expenses; that more health plans limit the geographical area that they serve; and that
more employers impose a waiting period before enrolling an employee and his or her family.

The new federal rules require that the insurance available to both parents be considered for
medical support. Most states, including California, at Family Code section 3751(a)(2), already
provide for orders for insurance that apply to either or both parents. What is different is how
states must now evaluate which insurance is most appropriate for the child in IV-D cases. The
new federal rules require an evaluation of which insurance is the most appropriate for the child in
IV-D cases based on state-determined definitions of reasonable cost and accessible insurance.'"

17645 C.F.R. § 303.31(2).
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Some states (e.g., New Jersey, Oklahoma) have developed analytical tools, like elaborate
hierarchies and decision-making matrices, to determine which parent has accessible insurance
that is reasonable in cost, whether both parents have accessible insurance that is reasonable in
cost, and so forth.'”’ It is not entirely clear whether these analytical tools are used in both IV-D
and non-IV-D cases, but the federal regulations require an evaluation only in IV-D cases.
Specifically, the IV-D agency is federally required to petition for medical support. The federal
requirement prioritizes private insurance available to either parent over Medicaid as long as it is
reasonable in cost and accessible to the child.

The reality is, however, that the opportunities to use these tools are limited because IV-D cases
where both parents have access to private insurance are rare. Instead, as identified earlier, the
more common situations in IV-D cases are that the children are enrolled in Medicaid and that
few IV-D parents have employer-sponsored insurance.'”® Various detailed studies from other
states also indicate that few noncustodial parents in IV-D cases have access to employer-
sponsored insurance. A Colorado study that aimed to increase medical support coverage in new
orders found that the noncustodial parent had access to employer-sponsored insurance in only 1
out of 10 IV-D establishment cases.'”” A Vermont study tracking all IV-D medical support
results over 10 months found the incidence of noncustodial parents with accessible insurance
somewhat more frequent but still uncommon, with only 25 percent having access to employer-
sponsored insurance.'®

Even though the current federal medical support rules require it, consideration of both parents’
access to employer-sponsored insurance may be an outdated standard in light of 2010 health
reform measures that, once effective, will mandate individual health-care coverage and impose
tax penalties for failure to provide coverage.'® Although this is not explicitly stated by OCSE as
a reason, OCSE is carefully reviewing federal medical support rules in light of health reform and
publically announcing that medical support rules may change in the future. Specifically, to be
consistent with the new health-care mandate, which becomes effective in 2013 and extends to the
dependents of an individual, it might make more sense if the requirement was for the parent who
must pay penalties for noncoverage to be the parent who must provide coverage, rather than the
existing requirement to consider both parents’ access to insurance. The custodial parent would
play both of these roles in many cases because the children are typically their dependents;
however, identifying the parent responsible for the child’s health-care coverage becomes less
clear when there is joint physical custody or where the noncustodial parent claims the children as
dependents for tax purposes. Since the health reform law does not define “dependent,” it is
currently unclear which parent will be liable for penalties. Obviously, there are many factors that
must be considered before new federal medical support policies are drafted, and any discussion
about their details is speculative at this point.

7 Urban Inst., Package of Material for Medical Support and Health Reform First Colloquium (Jan. 2010).

178 Burnszynski, supra note 163; U.S. Dept. of Health & Human Services, supra note 155.

19 Policy Studies, Inc., Increasing Healthcare Coverage for Children: A New Coordinated Approach (Colorado
Div. of Child Support Enforcement, Oct. 2004).

18 yermont Office of Child Support, supra note 160.

'8 Henry J. Kaiser Family Foundation, “Summary of New Health Reform Law,” Focus on Health Reform (2010).
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Consideration of Insurance Premiums in Guidelines

Most state guidelines consider the costs of the child’s premium in the calculation of the support
award, and the adjustment is similar regardless of whether the obligee or obligor carries the
child’s premium. The California guideline and nine states subtract the premium from the income
of the parent providing insurance. California goes a step further and subtracts any premium paid
by a parent from income, regardless of whether it is for the children for whom support is being
determined, other children, a new spouse, or him- or herself.

The more common approach in state guidelines is to prorate the child’s share of the premium
costs between the parents. Thirty-five states use this approach. lowa and Nebraska recently
switched from subtracting the premium from the parent’s income to the prorated approach.
Towa’s rationale was twofold.'® Iowa believed that subtracting the premium from the parent’s
income did not provide a “sufficient adjustment for skyrocketing health insurance premiums.”'™
Further, Iowa did not believe that the subtraction method provides an easy or fair method of
allocating the cost of the insurance premium regardless of which parent carries insurance for the
child. Nebraska similarly abandoned the subtraction approach, reasoning that it did not allocate
the premium costs equitably between the parents; it placed most of the additional costs of
increased premiums on the parent carrying the insurance; and it provided an economic
disincentive for a parent to carry the child’s insurance.'®*

The prorated approach essentially gives an obligor a credit if he or she is carrying the child’s
insurance, and it assesses an additional amount of support if the obligee is carrying the child’s
insurance. If the parent providing the child’s insurance is the obligor, the obligee’s share of the
premium is subtracted from the preinsurance award to determine the final award amount. If the
parent providing the child’s insurance is the obligee, the obligor’s share of the premium is added
to the preinsurance award to determine the final award amount.

Exhibits 5-1 and 5-2 illustrate and compare monthly child support orders using:

e The existing approach, which is to subtract the premium from the income of the parent
carrying the insurance before calculating support; and

e The alternative approach, which prorates the premium between the parents and either adds or
subtracts this amount to the preinsurance award depending on which parent is carrying the
health insurance.

Both exhibits assume a case where the parents have equal incomes (i.e., $3,000 gross per month),
there is one child, there is no cost of insurance for either parent, neither parent has another
dependent, and the child spends 20 percent of his or her time with the obligor. Both exhibits

82 Jowa Supreme Ct. Com. to Review Child Support Guidelines, Final Report (May 2008).
183
Id atp. 11.
'8 Nebraska Child Support Advisory Com., Report of the 2006 Nebraska Child Support Advisory Commission:
Recommendations (Nebraska Supreme Ct. & Exec. Bd., Jan. 2007), p. 8.
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depict two scenarios: one where the child’s insurance premium is $100 per month, and the other
where the child’s insurance premium is $200 per month.'®

Exhibit 5-1 shows that when the obligor carries the child’s insurance, California’s current
approach (i.e., subtraction method) produces a higher obligation than the alternative approach of
prorating the health insurance. For example, when the obligor pays $100 per month for the
child’s insurance, the order amount is $379 per month under the subtraction method and $353
per month under the prorated method.

Exhibit 5-1 also shows that when the insurance premium increases, the reduction of the support
award (that considers the premium costs) is more under the prorated approach than the
subtraction approach. Under the subtraction method, when the insurance premium increases from
$100 to $200 per month, the support award decreases by $24 per month (from $379 to $355). In
effect, under the subtraction method, the obligor incurs $76 per month more in additional
expenses for the child (i.e., $100 increase in premium minus $24 reduction in the support award).
The obligee effectively bears $24 of the $100 increase in the premium costs even though the
obligee’s and obligor’s income is equal. The prorated approach produces a $50 decrease in the
order amount (from $353 per month to $303 per month). The reduction represents the obligee’s
pro rata share of the $100 premium amount.

In Exhibit 5-2, the obligee carries the child’s health insurance premium. When the premium is
$100 per month, under the subtraction approach, the support award is $409 per month; under the
prorated approach, the support award is $453 per month. When the insurance premium increases
by $100, the support award increases by $6 ($409 to $415) under the subtraction approach, and
by $50 ($452 to $503) under the prorated approach.

"85 All state guidelines that use the prorated approach consider only the child’s share of the insurance premium.
Further, federal regulation requires that reasonable cost of insurance calculations consider the child’s share of the
insurance premium only. In practice, however, the child’s share is not always obvious because family premiums
typically cover the parent as well as the parent’s other dependents. Some of the dependents (e.g., a new spouse and
children with the new spouse) may not be the same dependents for whom support is being determined. Most state
guidelines provide for a determination of the child’s share of the premium by defining it as the difference between
the premium amounts for family and individual coverage or by prorating the premium by the number of individuals
covered by the policy.
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Exhibit 5-1. Monthly Support Award: Obligor Carries Health insurance for Child,
Both Parents Earn $3,000/mo, 1 child, 20% timesharing
$400 - $379
$353 $355
$350 -
$303
$300 -
B $250 -
(o]
>
< $200 -
5
s $150 -
$100 -
$50 -
$0
$100/mo premium $200/mo premium
m Existing Approach (subtract premium from income)
O Alternative Approach (each parent responsible for prorated share of premium)
Exhibit 5-2. Monthly Support Award: Obligee Carries Health insurance for Child,
Both Parents Earn $3,000/mo, 1 child, 20% timesharing
$600 -
$503
$500 4 $453
$409 $415
% $400 -
(]
2 $300 -
kS
[*]
= $200 -
$100 -
$0
$100/mo premium $200/mo premium
m Existing Approach (subtract premium from income)
O Alternative Approach (each parent responsible for prorated share of premium)

Reasonable Cost of Insurance
Prior to the new federal rules, the cost of providing health insurance was considered reasonable if
insurance was employer provided. The federal regulation suggests that medical support is
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reasonable in cost if it does not exceed 5 percent of gross income but also provides that states can
adopt another reasonable alternative in their guidelines.

Cash medical support or the cost of private health insurance is considered reasonable in
cost if the cost to the parent responsible for providing medical support does not exceed
five percent of his or her gross income or, at State option, a reasonable alternative
income-based numeric standard defined in State law, regulations or court rule having the
force of law or State child support guidelines.... In applying the five percent or alternative
State standard for the cost of private health insurance, the cost is the cost of adding the
child(ren) to the existing coverage or the difference between self-only and family
coverage.

(45 C.F.R. § 303.31(a)(3).)

A reasonable-cost threshold was first conceived by the National Medical Child Support Working
Group, an independent body established under the Child Support Performance and Incentive Act
of 1998 to develop recommendations for effective enforcement of medical support orders.'® The
working group recommended that the child’s premium be considered reasonable in cost if it did
not exceed 5 percent of the gross income of the parent ordered to provide medical support. The
working group had reservations about setting the threshold too high because that could reduce
the amount of cash child support and the combination of medical support and cash child support
could exceed income withholding limits. The source of the 5 percent threshold is a federal
SCHIP limitation. States cannot require more than 5 percent of a family’s gross income to meet
the SCHIP premium. The working group believed that it was appropriate to subject the custodial
parent’s household and the noncustodial parent to the same standard. Aware of the need for state
flexibility owing to state variations in health-care costs and coverage options for children,
however, the new rule allows states to set an alternative threshold.

Researchers preparing this study reviewed medical support provisions in all 50 states and the
District of Columbia and found that, as of March 2010, 25 states has adopted a reasonable-cost
threshold. Most of these states (19 states) use a 5 percent threshold. The review also found two
states that have a less than 5 percent threshold (New Hampshire and Oregon use4 percent) and
several states whose thresholds are higher than 5 percent: South Dakota (8 percent of net
income); Texas (9 percent of gross income); Alabama (10 percent of gross income); and
Colorado (less than 20 percent of gross income). Oregon recently reduced its threshold from 7 to
5 percent because the lower percentage simplified the calculation and was consistent with
Oregon’s cash medical support policy.'”’

A few state guidelines (e.g., Ohio and Wisconsin) do not consider that any insurance available to
a parent whose income is near poverty is reasonable in cost. For example, Wisconsin will not

18 U.S. Dept. of Health & Human Services and U. S. Dept. of Labor, 21 Million Children’s Health: Our Shared
Responsibility, the Medical Child Support Working Group’s Report (June 2000).
87 Oregon Dept. of I., Oregon Child Support Guidelines Changes: Detailed Summary (Aug. 2009).

98



consider any health insurance available to a parent whose income is below 150 percent of the
federal poverty guidelines. Rhode Island varies its reasonable-cost threshold for obligors with
multiple orders.

Many of the states that rely on a higher threshold recognize that a lower threshold increases the
likelihood that private coverage will not be ordered even when available from a parent’s
employer. This can be to the detriment of the child, particularly if the child is not eligible for
Medicaid or SCHIP. The unintended consequence is that the child has no health-care coverage.
Research from state-specific studies corroborates the problem with lower thresholds. Colorado
found that a 5 percent threshold would make private insurance reasonable in cost in 12 percent of
examined cases.'®® Georgia found that a 5 percent threshold would make private insurance
reasonable in cost in 30 percent of examined cases.'® Georgia also found that private insurance
is reasonable in cost in more cases when a higher threshold is used. For example, Georgia found
that a 15 percent threshold would make private insurance reasonable in cost in 70 percent of
examined cases.

A handful of states place their reasonable-cost threshold in a non-guideline section of their
statutes. These states also place the jurisdiction to seek medical support in the same non-
guideline section of their statutes.

Health-Care Insurance and Costs in California

The trend in California, like most of the nation, is fewer employers providing health insurance
and higher premium costs. Since the economic recession began, an additional 28 percent of
Californians (a population of nearly 2 million) lost their health insurance.'”® Much of this decline
is due to job loss or because employers stopped offering coverage. The trend was evident even
before the economic recession began. For example, one study notes that the percentage of
California children covered by employer-provided insurance dropped from 55 percent in 2001 to
50 percent in 2005. "' About half of all California children, not just those in the California IV-D
caseload or those eligible for child support, had health-care coverage through employer-based
health insurance in 2008.""

3

Increases in health insurance premiums—both for employer-sponsored health care plans'®® and

individually purchased private insurance'**—have led to declines in individual and family

'8 policy Studies Inc., supra note 179.

'8 Georgia Dept. of Human Resources, Office of Child Support Enforcement, Medical Insurance Collaboration
Final Report (Aug.2004).

1% Gwendolyn Driscoll, “Nearly 2 Million Californians Lost Health Insurance During Recession,” California Health
Interview Survey Newsroom (Mar. 16, 2010), www.chis.ucla.edu/release.asp?id=50.

PIE. Richard Brown et al., “The State of Health Insurance in California: Findings from the 2005 California Health
Interview Survey” (UCLA Center for Health Policy Research, Aug. 2009),
www.healthpolicy.ucla.edu/pubs/files/SHIC RT 82009.pdf.

192 Retrieved from www.statehealthfacts.org.

13 Driscoll, supra note 190.
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coverage. Employers are transferring increased costs to employees by switching to plans with
higher deductibles and out-of-pocket costs.'”> The increasing premiums for individual
policyholders in California (often as high as 39 percent) was enough for the U.S. Congress to call
for an investigation of the insurance companies in 2010.'*°

The proportion of income that California families and single parents typically pay to provide
insurance coverage for their children is not a readily available statistic. Instead, it is calculated in
this report from two data sources. One source is average California premium costs. '’ The other
data source is U.S. Census data on income.'*® In 2008, the employee’s share of the premium
averaged $62 per month for individual coverage and $283 per month for family coverage. From
this it can be deduced that the children’s share of the premium was $221 per month ($2,657 per
year), which is the difference between the average cost of family and single coverage. This
represents 4 percent of 2008 California median family income, 7 percent of California median
male earnings, and 10 percent of median female earnings. These percentages approximate what
families and single parents typically pay to provide health insurance for their children.

The health reform of 2010 will radically change the costs of health-care coverage for children
and eventually render these current statistics obsolete. “Premium credits” under health reform
will limit the maximum percentage of income a family will have to spend on its insurance
premium. Based on a sliding scale, the percentages range from 2 percent for families with
incomes below 133 percent of the federal poverty level to 9.5 percent for families with incomes
above 300 percent of the federal poverty level but below 400 percent of the poverty level.'"”” One
issue relating to this medical support requirement is that the sliding scale considers the premium
for the family, not the premium amount attributable to the children for whom support is being
determined. The new federal rules limit the amount of premium when conducting a reasonable-
cost test to the child’s share. Another caveat is that the implementation of premium subsidies is
scheduled for 2014. How premium amounts will change in the interim is unknown.

Accessible Insurance
The new federal rules require the IV-D agency to petition to “include private health insurance
that is accessible to the child(ren), as defined by the State.”””” Some states (23 states) define

1% Victoria Colliver, “Health insurance hikes stun small businesses: California: Some face premium increases
exceeding 75 percent,” San Francisco Chronicle (Feb. 26, 2010), http://articles.sfgate.com/2010-02-
129 ?/news/] 7957301 1 rate-hikes-health-rates-rate-increases.

1bid.
1% Duke Helfand, “Congress opens probe into Anthem Blue Cross rate increases: Two House panels announce they
are investigating the hikes, which take effect March 1. Lawmakers ask the company’s CEO to explain the reasons
for the increases,” Los Angeles Times (Feb. 10, 2010), http://articles.latimes.com/2010/feb/10/business/la-fi-
anthem10-2010feb10.
7 Retrieved from www.statehealthfacts.org.
%8 In 2008, California median family income was $70,029, median earnings of a California male worker were
$35,931, and median earnings of a California female worker were $25,898. U.S. Census Bur. American Factfinder,
“B19113 Median Family Income in the Past 12 Months (in 2008 Inflation-Adjusted Dollars,” 2008 American
Community Survey (as of Apr. 4, 2010), Attp://factfinder.census.gov.
1 Henry J. Kaiser Family Foundation, supra note 181.
2045 C.F.R. § 303.31(b)(1).
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accessible insurance in their guidelines; however, the states are not required to include a
definition their guidelines.

The requirement’s purpose is to ensure that whatever the insurance ordered it can be used by the
child. Health plans may not be accessible because they serve a limited geographical region or
because new employees must go through a waiting period before they are eligible to receive the
employer’s health benefits. Federal rules provide that the state define “accessible” as appropriate
for that particular state. The National Medical Child Support Working Group recommends that
the consideration of accessibility determine whether the child lives within the health plan’s
service area and whether primary care is available within the lesser of 30 minutes or 30 miles of
the child’s residence. In addition, the working group recommends assessing whether coverage
can reasonably be expected to remain effective for at least one year, based on the parent’s
employment history.

California’s definition of “accessible” insurance is included in the guideline:

When ruling on a motion made pursuant to this section, in order to ensure that the health
care needs of the child under this section are met, the court shall consider all relevant
facts, including, but not limited to, the following:

(1) The geographic access and reasonable availability of necessary health care for the
child which complies with the terms of the health care insurance coverage paid for by
either parent pursuant to a court order.

(2) The necessity of emergency medical treatment that may have precluded the use of
the health care insurance, or the preferred health care provider required under the
insurance, provided by either parent pursuant to a court order.

(3) The special medical needs of the child.

(4) The reasonable inability of a parent to pay the full amount of reimbursement within a
30-day period and the resulting necessity for a court-ordered payment schedule.

(Fam. Code, § 4063(g).)

States vary in how they define “accessible.” Eleven states define “accessible” by the number of
miles or minutes from the child’s primary residence; nine states consider “accessible” to include
the geographic scope or county of the child’s primary residence; and four states provide that
health-care coverage is accessible if the covered children can obtain services with reasonable
effort by the parents or within a reasonable traveling distance and time from the child’s primary
residence. The latter is particularly salient to states like California, where there is considerable
geographical diversity, including both urban and rural areas, as well as variation in access to
health-care facilities and health-care providers by geographical region.
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Cash Medical Support

State IV-D agencies are federally mandated to petition for cash medical support when accessible
private health insurance is not available to parents at a reasonable cost. This mandate necessitates
a clear definition of “cash medical” support. Federal regulations broadly define cash medical
support as:

[A]n amount ordered to be paid toward the cost of health insurance provided by a public
entity or by another parent through employment or otherwise, or for other medical costs
not covered by insurance.

(45 C.F.R. § 303.31(a)(1).)

OCSE intentionally set a broad federal definition of cash medical support to allow states
flexibility and discretion in defining cash medical support in alignment with their individual state
initiatives or policies.”’' States can provide for cash medical support in three ways: (1) an
amount to be paid toward the cost of health insurance provided by a government or public entity
such as Medicaid or SCHIP; (2) an amount to be paid toward the cost of health insurance
provided by another parent; or (3) an amount to be paid for other medical costs not covered by
insurance.

As will be discussed in more detail later, the California guideline provides for two of the three
definitions of cash medical support. The first definition (e.g., an amount to be paid to the
Medicaid agency or a similar program) is not feasible when health-care services are delivered
through fee-for-service. As discussed earlier, a Medicaid agency cannot receive more than what
it expends on a child. When Medicaid is provided through managed care, a state Medicaid
agency typically pays a monthly premium rate for each Medicaid enrollee to the managed-care
provider. As a consequence, the Medicaid agency can accept cash medical support receipts up to
that premium amount. However, when child Medicaid services are reimbursed through fee-for-
service, the costs of health care for the child are not consistent from month to month. This does
not lend itself well to reimbursements through cash medical support.

California, like many states, relies on a mixture of managed care and fee-for-service to deliver its
child Medicaid services (called Medi-Cal in California). This is common in many states. In
California, almost all Medi-Cal services in rural areas are delivered through fee-for-service.
Taken together, these factors make the development of a consistent statewide policy for using
cash medical support to offset Medi-Cal coverage impossible. Numerous other states face a
similar limitation. In fact, although at least 16 states provide for this type of cash medical
support, a minority of states actually collect cash medical support and distribute it to the

202

201 73 Fed.Reg. 42416-42442.

292 Miles Hochstein et al., Medi-Cal Reimbursement: Its Significance for California Children (Univ. of Cal., Los
Angeles, Cal. Policy Research Center, May 2000),
www.healthychild.ucla.edu/.../MediCal%20reimbursementbrief0500.pdf.
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Medicaid agency (e.g., Ohio, Oregon, Rhode Island, and Texas). Besides the fee-for-service
issue, other barriers are the practicality of collecting this type of cash medical support when
many low-income obligors are stretched just to comply with the base child support order, the
automated system enhancements needed to track this type of cash medical support, and the need
to develop interagency rules and procedures between Medicaid and the IV-D agency.””

In addition to Medi-Cal, California offers many other low-income insurance options for children.
These include Healthy Families (California’s SCHIP program) and Healthy Kids (which operates
in some counties).”** Because these programs are public entities, cash medical support can be
ordered to offset the coverage costs from any of them. Most of these programs assess a nominal
premium to the custodial parent, so the cost of that premium to the custodial parent would be
considered in the guideline calculation. (As discussed earlier, California subtracts the premium
cost from the income of the parent providing coverage.) The policy dilemma is whether
additional cash medical support should be assessed to cover the public entity’s share of the
premium. For example, additional medical support could be ordered and paid to Healthy
Families. No state, however, collects and distributes cash medical support directly to its SCHIP
program for many of the same reasons that states do not routinely collect and distribute cash
medical support to their state Medicaid programs.

The other two definitions of cash medical support (i.e., amount to be paid toward the cost of
health insurance provided by another parent and the amount to be paid for uninsured medical
costs) are already provided for in the California guideline. Specifically, if the obligee provides
the child’s insurance, the final child support order is adjusted through the subtraction of the
premium amount. This meets the option for cash medical support to offset the other parent’s cost
of coverage.

Uninsured Health-Care Expenses

In addition, the California guideline addresses reasonable uninsured health-care expenses (Fam.
Code, §§ 4062(2), 4063). Most state guidelines also provide for uninsured health-care expenses.
A key difference between California and other states is that these expenses are divided in half
between the parents in California, while most states prorate the expenses between the parents.
The California guideline, however, does allow either parent to request an alternative
apportionment similar to a pro rata share (Fam. Code, § 4060(b)). The prorated approach is more
consistent with a conventional income shares guideline and state guidelines that prorate the
child’s insurance premium between the parents. As discussed in Chapter 2, California does not
rely on the conventional income shares approach. The conventional income shares approach
determines the noncustodial parent’s base level of support by taking the noncustodial parent’s
pro rata share of average expenditures in an intact family with a similar family size and
combined parental income.

203 Center for Policy Research, supra. note 164.
204 Cal. Healthcare Foundation, California Health Care Almanac, Children’s Health Coverage Facts and Figures
(Nov. 2009).
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Another key difference between the California guideline and state guidelines that rely on the
conventional income shares guideline is that an income shares schedule typically includes a
nominal amount of base support to cover routine and ordinary uninsured medical expenses such
as copays, over-the-counter medicines, and bandages. This counts as the federal definition of
“cash medical support.””> Most income shares include $250 per child per year for routine
medical expenses. This approximates average out-of-pocket medical expenses for children.
is unclear whether the K-factor under the California guideline includes any routine and ordinary
uninsured medical expenses, but it is fairly certain that the California guideline does not include
the $250 average because this amount was calculated for a time period several years after the
existing California guideline formula was developed. Nonetheless, because of cost-sharing
subsidies under 2010 health reform, this will no longer be the average in the future.

206 It

Chapter Summary

The 2008 federal rules necessitate changes to state provisions for medical support, but the more
recent 2010 health reform regulations make the future of medical support uncertain. OCSE has
just begun to assess whether its current federal mandates on medical support are congruent with
health reform. Depending on the outcomes of this assessment, federal medical support
requirements imposed on states may change. For now, the current federal medical support rules
apply. These require that state guidelines address how children’s health-care needs will be
addressed, that states provide that either or both parents can be ordered to pay medical support,
that states specify a quantitative threshold for determining whether medical support is reasonable
in cost, that states define “accessible” insurance, and that states provide for “cash medical
support.” With the exception of the quantitative threshold for determining reasonable cost,
California complies with these current federal medical support rules.””’

California’s approach to provisions that affect what is ordered as medical support differs from
those of most states. Most states provide most of their medical support provisions within their
state guidelines, while California provides some of its key medical support provisions in another
part of statute. Like most states, however, California provides that either or both parents can be
ordered to carry health insurance for the children.

California also differs from other states in its treatment of the child’s insurance premium in the
guideline calculation. California subtracts the premium from the income of the parent carrying
insurance. Most state guidelines prorate the child’s insurance premium between the parents and
add the obligor’s share to the base support award if the obligee carries the insurance, or they
subtract the obligee’s share from the base support award if the obligor carries the insurance. lowa
and Nebraska have recently switched from the subtraction approach to the prorated approach

%573 Fed.Reg. 42,419.
29 Center for Policy Research, supra note 164.
27 proposed Senate Bill 580 would correct that. See supra note 153.

104



because they believed the subtraction approach was an insufficient adjustment, particularly when
premium amounts are rising.

California currently does not provide a quantitative threshold for determining “reasonable cost”
of insurance. The new federal regulation requires the use of a threshold based on a percentage of
income. Most of the 19 states that have adopted a threshold rely on the 5 percent threshold
suggested in federal regulation (e.g., the child’s share of the health insurance premium is
reasonable in cost if it does not exceed 5 percent of the gross income of the parent carrying the
insurance).”” However, the federal regulation is clear that the precise amount of the threshold is
at state discretion because the federal government recognizes state variations in health-care
delivery systems and health-care costs. The rationale for the 5 percent threshold is that it is
consistent with the federal maximum out-of-pocket costs that can be charged to custodial parents
whose children are enrolled in SCHIP. The rationale for a lower threshold is affordability,
particularly among parents with poverty or near-poverty incomes. The rationale for a higher
threshold is that premiums can absorb more than 5 percent of a parent’s income; with a higher
threshold, the parent is more likely to be ordered to carry private insurance, which is better than
no coverage for the children at all.

States must also define “accessible insurance” because, under the 2008 federal medical
requirements, state [V-D agencies must also petition for insurance coverage that is accessible to
the child. (The federal regulation leaves the definition of “accessible” to state discretion.)
California and 22 other states provide a definition. Most of the definitions, including
California’s, consider geographic access; however, some of these geographic-based definitions
specify that health services must be 30 miles, 30 minutes, or another quantitative threshold from
the child’s residence. The California definition is not this specific.

Finally, new federal regulations require state IV-D agencies to petition for cash medical support
when private insurance (that is accessible to the children and reasonable in cost) is not available
at the time the order is entered. The federal regulation defines three types of cash medical
support. One type concerns cases where the obligee carries the child’s insurance and essentially
requires some sort of dollar adjustment to the final support award for the premium costs, such as
subtracting the premium from the income of the parent or prorating the premium between the
parents in the guideline calculation. The second type concerns the provision of the child’s
uninsured health-care expenses. The California guideline provides that these are to be divided
equally between the parents but can be prorated between the parents if requested. Most state
guidelines prorate uninsured health-care expenses and include a nominal amount for uninsured
medical expenses (i.c., typically $250 per child per year) in the base support amount to capture
typical and routine uninsured medical expenses (e.g., over-the-counter medicines and copays). It
is not clear whether the K-factor in the California guideline includes anything for typical and
routine uninsured medical expenses. The third type of cash medical support refers to a dollar
amount ordered and distributed to the Medicaid agency (or similar public entity) to offset

2% Some states that rely on the 5 percent threshold relate it to the parent’s net income rather than to the parent’s
gross income.
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coverage costs for Medicaid children (or children whose health-care coverage is provided by a
similar public entity). California and most states do not order this type of cash medical support
because Medicaid rules effectively preclude it when Medicaid is delivered through fee-for-
service and for other reasons. Medicaid for about half of California’s children’s is delivered
through fee-for-service.
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CHAPTER 6
Input From Stakeholders

California law requires that its child support guideline review process include a consultation with
a broad cross-section of groups involved in child support issues. This consultation is important to
solicit input on what problems people who are using the guideline have, what issues they see in
its application, and what recommendations they have for changing the guideline that would make
it easier to use, more equitable in its outcomes, and yield support orders that are in the best
interest of children.

To conduct this consultation, researchers from the Center for Policy Research (CPR) conducted
focus groups in both Northern and Southern California. This chapter describes how CPR
identified and recruited stakeholders for these focus groups, how CPR conducted the focus
groups, and the findings from the focus groups. Chapter 4 of this report presents information
about other focus groups that reviewed the case file data and helped to interpret it.

Identifying and Recruiting Stakeholders

Identifying Stakeholders

In its first step to recruit advocates for the focus groups, CPR conducted Internet research using
search terms to locate California advocacy groups. Search inquiries included combinations of the
following terms: “California,” “advocates,” “noncustodial,” “custodial,” “children,” “families,”
“rights,” “child support,” “mothers,” “fathers,” “parents,” “low-income,” and “divorced.” CPR
selected from the list generated by these search terms the advocates whose missions aligned with
the objectives of the guideline review. For example, CPR selected the advocate groups whose
missions were to assist custodial or noncustodial parents; represent women’s, mothers’, men’s,
or fathers’ rights in child support issues; and/or represent the economic interests of low-income
children or families.

99 <6
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The Department of Child Support Services (DCSS) also provided CPR with a list of its advocate
contacts. The list generated from the search inquiries, together with the DCSS contact list, met
the requirement under Family Code section 4054(d) that the guideline review include
consultation with a “broad cross-section of groups involved in child support issues,” including,
but not limited to, the following:

(1) Custodial and noncustodial parents;

(2) Representatives of established women’s rights and fathers’ rights groups;

(3) Representatives of established organizations that advocate for the economic well- being
of children;

(4) Members of the judiciary, district attorney’s offices, the Attorney General’s office, and the
Department of Child Support Services;

(5) Certified family law specialists;
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(6) Academicians specializing in family law;

(7) Persons representing low-income parents; and

(8) Persons representing recipient of assistance under the CalWORKSs program seeking
child support services.

(Fam. Code, § 4054(d).)

A few individuals also contacted CPR directly because they knew CPR was awarded the contract
to review the California child support guideline. CPR added these contacts to the advocates list
as well.

The final list, which included individuals representing advocacy groups generated from CPR’s
online search, contacts provided to CPR by DCSS, and individuals who contacted CPR directly,
totaled 48 individuals. Few advocates were identified only as advocates for custodial parents or
noncustodial parents. Rather, most claimed in their mission statements to represent children or
families.

CPR conducted focus groups in Northern California (San Francisco) and Southern California
(Burbank) to make attendance more convenient for the advocates. CPR therefore divided the
advocate list by characterizing the advocate groups as operating in Northern or Southern
California. The divided lists included individuals from the following advocate groups:

From Northern California:

Association for Children for Enforcement of Support (ACES) (DCSS referral)
Bay Area Fathers and Affiliates

California Alliance for Families and Children

Capitol Resource Institute

The Center for Families and Fathers

Children Now

Coalition of Welfare Rights Organization, Inc. (DCSS referral)
Divorced Father’s Network

Fatherhood Collaborative of San Mateo County

Legal Services of Northern California (DCSS referral)
Mothers & More, Silicon Valley Chapter

The Novato Mothers Club

Options for Fathers (DCSS referral)

Partnership for Responsible Parenting (DCSS referral)
Rubicon Programs, Inc. (DCSS referral)

Western Center on Law & Poverty, Bay Area

Western Center on Law & Poverty, Sacramento
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From Southern California:

Alliance for Children Concerned About Move-Aways
Association for Children for Enforcement of Support (ACES) (DCSS referral)
California Men’s Center

California Women’s Law Center

CaliforniaKids Healthcare Foundation

Children’s Advocacy Institute

Children’s Bureau

Children’s Rights Council (CRC of Orange County/Long Beach)
Children’s Rights Council (CRC of San Diego)

Children’s Rights Initiative for Sharing Parents Equally
Children’s Partnership

Coalition of Parent Support (chapter of American Coalition for Fathers and Children) (DCSS
referral)

Coalition of Parent Support (DCSS referral)

Fathers and Families

Harriett Buhai Center for Family Law (DCSS referral)

The Mommies Network

Mothers & More, Pasadena Chapter

Mothers & More, West Valley Chapter

Mothers & More, Conejo Valley Chapter

My Child Says Daddy (DCSS referral)

National Coalition for Men

National Coalition for Men, Los Angeles Chapter

Single Parents United ‘N’ Kids (DCSS referral)

United Fathers of America

Western Center on Law & Poverty, Los Angeles

Recruiting Stakeholders

CPR used similar techniques to recruit advocates from the northern and southern regions of
California for the first round of focus groups. Specifically, CPR sent all 48 individuals an e-mail
invitation as well as a fax invitation to those advocates with an available fax number. Advocates
from Southern California responded quickly, so no follow-up contact was necessary. The
Northern California advocates, however, did not respond as quickly, so CPR made two follow-up
telephone calls to these advocates to encourage their participation. If the individuals did not
answer the follow-up telephone calls, the CPR representative left them a detailed voicemail
about the focus group. Finally, CPR sent an e-mail to the advocates closer to the date of the focus

group.
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The individuals who declined attendance did so either because they were unable to attend or
because their groups did not work in areas of child support relevant to the guideline review.
Although more individuals confirmed their attendance, individuals from the following advocate
groups actually attended the first focus groups:

Northern: San Francisco Focus Group

Bay Area Father and Affiliates

Fathers and Families

California Alliance for Families and Children (two individuals)
Divorced Father’s Network

Legal Services of Northern California

Partnership for Responsible Parenting (two individuals)

Southern: Burbank Focus Group

Alliance for Children Concerned About Move-Aways
California Men’s Center

Coalition of Parent Support

National Coalition for Men

My Child Says Daddy (three individuals)

Fathers and Families

Harriet Buhai Center for Family Law

Three independent advocates also attended the Burbank Focus Group.

For the second round of focus groups, CPR used the same list of 48 individuals. CPR e-mailed
all 48 individuals to invite them to the case file review focus group in San Francisco. CPR then
made a follow-up telephone call to these individuals and left voicemails for those who did not
answer. CPR sent out a second e-mail, further explaining the purpose of the case file review
focus group. Finally, CPR followed up via telephone with those who expressed interest in
attending the case file review focus group but who had not yet responded.

Similar to the first focus group, individuals who declined to attend did so because they were
unable to attend or because their groups did not work in areas of child support relevant to the
guideline review. A few individuals in the second focus group were enthusiastic about
participating, but financial constraints kept them from commuting to San Francisco. CPR
accommodated these individuals by arranging for their participation via teleconference.

The individuals who attended the San Francisco case file review were some of the same
individuals who attended the previous focus groups. There were, however, some new
participants. Individuals representing the following advocate groups attended the San Francisco
case file review:
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California Alliance for Families and Children (attended San Francisco discussion)
California Men’s Center (attended Burbank discussion) — via teleconference
Coalition of California Welfare Rights Organization, Inc. (new attendee)
Coalition of Parent Support (attended Burbank discussion) — via teleconference
Fatherhood Collaborative (new attendee)

Legal Services of Northern California (attended San Francisco discussion)
Partnership for Responsible Parenting (2 individuals, both attended San Francisco
discussion)

Novato Mothers Club (new attendee)

One independent advocate also attended the case file review.

Conducting the Focus Groups

CPR used a semi-structured format to conduct the focus groups. For the first two focus groups in
San Francisco (March 16, 2010) and Burbank (March 29, 2010) CPR used the following format:

CPR welcomed participants and participants made introductions.

CPR asked participants to identify the factors that the current California child support
guideline takes into consideration when it calculates the child support order. The intent of
this task was to focus the participants on guideline issues that would be discussed in more
detail later.

CPR asked participants to comment on how well parents and potential guideline users
understand how child support is calculated.

CPR solicited advice on whether the factors currently considered in the guideline are
appropriate, whether some should not be considered, and whether other factors should be
considered.

CPR asked participants for their advice on whether the current factors produce a fair amount
for the parent obligated to pay support and for the parent receiving support.

CPR asked participants if the California guideline as a whole is appropriate and fair.

CPR allowed time for participants to provide comments on any other issues they had with the
guideline and to close with any final thoughts. CPR focus group facilitators attempted to ensure
that all participants were provided an opportunity to comment.

A court reporter was present at the first two focus groups in San Francisco and Burbank to record
the proceedings. Participants were advised that specific comments would not be attributed to
named individuals or organizations in the written report.

Participant Survey

Participants in the focus groups were asked to complete a short survey when they arrived at the
focus group site. The first question was a series of statements that asked respondents to rank their
level of agreement or disagreement with how well the guideline was meeting the principles of
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the uniform guideline set forth by statute (Fam. Code, § 4053). Eleven participants provided
responses. The survey is reproduced below. The number of actual responses for each question
has been added in the shaded area. The responses to question 2, which requests suggestions for
improving the appropriateness, fairness, and comprehensiveness of the guideline, were minimal
but are incorporated in the discussion of major themes that follows.
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Focus Group Participant Survey (All responses are confidential)

1. Below are several statements about the California Statewide Uniform Guideline. Please tell us how much you agree or

disagree with each statement.

Strongly Un- Strongly
Agree Agree decided Disagree Disagree
a. The guideline assumes parent’s first and principal obligation is to
support his or her minor children according to the parent’s 5(2) 403) 2(5) 1(1)
circumstances and station in life.
b. The guideline assumes both parents are mutually responsible for the
o 5(3) 44) 2(3) 1(1)
support of their children.
c. The guideline takes into account each parent’s actual income and
5(2) 43) 2(1) 1)

level of responsibility for the children.

d. The guideline reflects that each parent should pay for the support
5(1) 45) 32) 2(1) 12)

of the children according to his or her ability.

e. The guideline seeks to place the interests of children as the state’s
o 5(2) 44) 2(1) 1(4)
top priority.

f. The guideline reflects that children should share in the standard of

living of both parents. >(1) 40) 30 22) 1@

g. When both parents have high levels of responsibility for the
children, the guideline minimizes significant disparities in the 5(1) 4(2) 3(3) 2(3) 1(2)

children’s living standard in the two homes.

h. The guideline considers that the financial needs of the children
: : . 5(3) 4(1) 34 2(1) 12)
should be met through private financial resources as much as possible.

i. The guideline presumes that a parent having primary physical
responsibility for the children contributes a significant portion of 5(2) 4(6) 3(2) 2(1)

available resources for support of the children.

j. The guideline seeks to encourage fair and efficient settlements of
conflicts between parents and seeks to minimize the need for 5(1) 3(3) 2(2) 1(5)

litigation.

k. The guideline identifies the special circumstances in which child
support orders should fall below the child support amount mandated 5(1) 4(1) 3(3) 2(5) 1(1)

by the guideline formula.

1. The guideline limits the number of special circumstances in which
support orders differ from the child support amount mandated by the 5 4(4) 3(4) 2(2) 1(1)

guideline formula.

m. The guideline provides sufficient support reflecting the state’s
high standard of living and high costs of raising children compared to 5(2) 4(1) 3(3) 2(3) 1(2)

other states.

2. Please provide suggestions for improving the appropriateness, fairness and comprehensiveness of the Guideline.
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Major Themes

Given the backgrounds of the participants, it is not surprising that they were well informed about
child support issues in general and the guideline in particular. It is also not surprising that many
participants had very strong feelings about the guideline, often informed by years of experience
in working with clients involved in the child support system or their own personal cases. They
were able to offer constructive advice and important anecdotal evidence for this guideline
review.

Four major themes emerged from the focus groups in San Francisco and Burbank:

e Comprehension. Participants believe that parents do not understand the child support
calculation because they are unfamiliar with the multiple factors used to calculate support in
the California guidelines.

¢ Interrelationship. Participants contend that child support guideline issues are interrelated
with other family law issues, such as custody and parenting time, and those issues must be
addressed as well.

e Fairness. Participants generally do not believe that the current child support guideline
produces a fair result for a variety of reasons.

e Application. Participants believe that the child support guideline is applied incorrectly in too
many cases.

Similar issues were identified in both focus groups, and the opinions and advice given on these
issues were generally, but not always, consistent between the groups. Below is a detailed
discussion of each of these major themes.

Comprehension
Participants generally believed that parents do not understand the child support calculation

because they are unfamiliar with the multiple factors used to calculate support in the California
guidelines. They believed that when parents fail to understand what has gone into the guideline
calculation, it sometimes creates distrust of and resentment against the system. Multiple
participants identified the need for parents to receive education regarding the factors taken into
account in calculating child support and the factors that are excluded and that parents might
commonly think would be relevant.

General Comprehension
With some exceptions, participants believed that parents lack knowledge about what goes into
the guideline calculation. Some of the comments included:

They see a judge typing numbers into it. They have no idea how it's played out.
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| think people get confused when they go into child support offices, local CSAs, and one
worker will give them one estimated figure; three weeks later, they go in and give a court
date and they have another estimated figure.

Nobody seems to know the full scope of what’s taken into consideration.

Usually low-income people that | talk with have a very almost nonexistent understanding
of not just the formula but the entire system. They’re scared to death.

Complexity

Many participants believed that the calculations were too complex and should be made more
transparent. Participants’ views on this particular issue did vary, however. Participants in San
Francisco unanimously believed the calculations were too complex, but some Burbank
participants contended otherwise. One participant in San Francisco stated:

{If] is far too complicated, far, far too complicated.

Some participants noted that the lack of understanding means that parents believe the other
parent may be duping them:

[People] don’t have buy-in to those numbers.

If you could get some transparency, then families can begin to heal.

The participants in Burbank who disagreed believed that the calculations were understandable.
They found that the automated calculator helped. One participant stated:

| hear everybody say it's complicated, but | think it's very simple.

Even though the majority of participants believed the guidelines were too complex, when pressed
to specify factors that should be eliminated, there was little agreement.

Need for Education

Participants suggested that more efforts should be made to educate parents about what goes into
the guideline calculation. Some participants suggested having a brochure at the court for parents
to review that outlines the formula and/or education available at the court (the PACT class in Los
Angeles County was suggested as a model). Other suggestions were to “put something on the
Web that would be straightforward” or post the formula outside child support courtrooms.

They need to be educated . . . . They feel they are getting ripped off, but when we
educate them and teach them on the child support, how it's calculated, then they have a
better feeling.
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| think how you make them take a parenting class, they should take a child support class
too.

Some participants also commented that parents sometimes do not know that in-kind support,
such as buying shoes for a child, does not count as child support. That causes conflict between
the parents.

Interrelationship

Participants viewed child support guideline issues as interrelated with other family law issues,
such as custody and parenting time. Many participants believed these issues create parental
conflict, which affects child well-being. Therefore, many contended that these issues must be
addressed before or simultaneously with consideration of guideline issues. When participants
discussed these types of issues, they generally believed that not all of the underlying principles of
the guideline were being achieved or should be pursued. For example, they did not believe that
current child support policies are always in the best interest of the child, which is one principle
underlying the guideline.

Custody

Many participants discussed the need to address custody issues as a paramount concern. Some
participants stressed changing the terms used by child support to make the process friendlier (i.e.,
don’t use “custodial” and “noncustodial parent,” “visitation,” or “absent parent”; instead use
“shared parenting” and “coparenting’’). Others wanted to start with a presumed 50/50 share of
custody. Several participants commented that by moving closer to 50/50 percent shared
parenting, the guideline would encourage participation of both parents in the lives of the children
and also increase payment of child support:

Until custodial ratios are balance[d] out and equal parenting time is address[ed] . . . a lot
of this is going to be moot. . . .

[Olnce we move toward more equitable distribution and custody a lot of these issues will
just go away and the guideline will work. . . .

[Blut if the guidelines don’t encourage a ruling that allows the child to have the most time
with both caring and loving responsible parents, it fails, period.

Custody is number one. The way it impacts these guidelines can make the guidelines
moot to a certain degree because . . . [t]hey find that . . . the mom is the primary parent
and the dad’s the primary breadwinner.

Parenting Time

some participants believed that the current timesharing arrangement in California law leads to
conflict and arguments between parents, who sometimes try to maximize or minimize time with
the child to get the most advantageous support order. As one participant commented:
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Since ‘timeshare’ is factored directly into the Guideline formula, any parent wishing to
modify child support up or down merely litigates timeshare instead of litigating child
support. . . . Accordingly, the Guideline’s timeshare component, as implemented, shifts
child support conflicts into timeshare conflicts, increasing the stakes and conflict between
the parents. This shifting of the conflict leads to a longer, more expensive, and less
efficient settlement of the underlying issue.

Reducing Conflict

Participants offered some concrete suggestions for reducing conflict between parents. One
suggestion was to adjust for timesharing in block times (e.g., 0 to 10 percent timesharing; 11 to
25 percent timesharing; and so forth) to reduce the conflict over parenting time. One participant
stated:

[1If you have two parents with equal timeshare and there is no disparity of income, in
other words, their income is exactly the same but they are sharing [ ] custody, then
neither owes each other support.

Another participant suggested early-intervention education during the divorce process about the
responsibility of raising a child as a way to reduce conflict between parents. A participant
suggested that there would be less conflict if the guideline were less exact and income
measurements had a +/—20 percent threshold (i.e., if father and mother make within 20 percent of
one another, there would be no order).

Fairness

Overall, participants did not believe the current child support guideline produces a fair result.
They expressed concerns about how it treats specific people or groups of people, like
noncustodial parents, and what goes into the calculation. As one participant commented:

No, it's not fair because . . . they don’t look at parents as equal people. So you’re starting
off on a bad foot in the first place.

Treatment of Low-Income Parents

Participants consistently believed that the guideline is unfair to low-income parents. In particular,
many participants expressed concern about how the guideline treats low-income noncustodial
parents. One participant commented:

| think there should be an absolute floor. If you're below a certain income you don’t pay
child support period, poverty level or whatever.

Participants expressed considerable support for increasing the low-income adjustment:

It's a thousand now to get the deduction and | think it should be higher.
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The way the guideline is working out for low-income [people] is too high. It is patently
hurting low-income [people].

One participant also identified the need to determine a credit for a child when the noncustodial
parent is receiving Social Security disability.

Cost of Raising a Child

Some participants preferred that the guideline be based solely on the cost of raising the child,
rather than on income. This was particularly true in the San Francisco focus group, where many
of the attendees were in agreement on this issue. They believed that this method would be less
subjective in determining the child support amount and would be more accurate because it is too
easy for people to hide what they really make. In their view, basing the guideline solely on the
cost of raising the child would create less conflict between parents. One participant in Burbank
agreed with this viewpoint, but most of the other participants in Burbank felt that this method
would be unreasonable because the amount that a parent spends on a child naturally varies by
income. As one participant said:

The cost of raising children is not independent of family income.

Standard of Living

Some participants questioned the principle that the child should share in the standard of living of
both parents, even it if means improving the standard of living of the custodial parent.
Participants also commented that assessing high support levels to high earners was unfair
because it increases the custodial parent’s standard of living while lowering the noncustodial
parent’s.

Imputing Income

Participants expressed concern about imputing income based on earning capacity, particularly
with the economic downturn, because people have lost jobs and have trouble finding new jobs at
the same income level. One participant disagreed, however, and pointed out that some parents
voluntarily quit their jobs to avoid high child support payments.

Additionally, several participants expressed concerns about imputing (or presuming) income for
low-income parents in general.

Other Fairness Concerns

Participants expressed a variety of other miscellaneous concerns relating to the fairness of the

guideline:

e One participant expressed the view that reexamining the guideline to neutralize tax benefits
would reduce conflict.

e Several participants preferred that the guidelines use gross rather than net income to establish
child support awards.
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e A number of attendees expressed support for a legislative bill that would define the
reasonable cost of health care at 5 percent of income.

¢ One participant commented that the guideline should clarify that a judge cannot order the
custodial parent to conduct a job search as a condition to receiving child support benefits.

e A number of participants expressed general concerns about the economic basis of the
guideline. These participants believed that the economic studies should be reexamined.

e Some participants viewed the interest that accrues on child support as problematic,
particularly for those in prison.

e Participants expressed some minor support for the idea that in-kind payments should be taken
into account in the guideline.

e One participant commented that the guideline percentage at high-income levels is too high:

[Y]ou can wind up in a situation where you do breed . . . laziness in a parent which is
receiving support.

Application

Some participants believed the child support guideline is applied incorrectly in too many cases.
Many participants raised concerns about the mechanics of the application of the guideline and
how it is actually applied in practice and about the resulting integrity of the order.

Inconsistent Application
Participants contended that parents are assessed different child support amounts depending on
who performs the calculation.

You talk to one [case] worker and you’ll get one answer. Then you talk to somebody else,
you will get another answer.

One participant expressed the view that judges make changes and do not state the reason for the
deviation. In addition, a number of participants commented that they thought the SDU calculator
(DCSS calculator) and the DissoMaster produce different numbers.

Better Training Needed
Some participants suggested that better training should be provided to DCSS and court staff.

There needs to be better training with department workers so that people . . . get the
same answer from two or three people . . . and that accurate information is given to
people.

Income Information

Participants suggested that taking more time and care to obtain income information from parents
would produce more accurate and fair child support order amounts. One participant commented
that DCSS staff do not take the time to find accurate information.
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Perjury

A few participants suggested that the issue of perjury needs to be addressed in the context of
child support hearings. They believed that perjury on the part of parents testifying in court taints
the entire process.

Perjury is the number one issue that needs to be dealt with in this whole system.

Perjury must be addressed or this whole guideline is a joke . . . . | know the D.A.s in
California are very reluctant to prosecute perjury for some reason. | don’t understand that
because that’s the foundation of the whole legal system.

One participant mentioned a related issue:

[Gluys . . . are paying for children that DNA has proven they did not father.

Enforcement and Accountability

The enforcement of child support orders was a concern of several participants. One participant
expressed the concern that DCSS will go after those payers who are easy to get money out of and
ignore the rest. Another participant suggested that there should be a mechanism to determine
whether child support is actually spent on the child.

Chapter Summary

Participants expressed many concerns about the current child support guideline. Most
participants offered constructive advice on how they believed the guideline could be improved.
Some participants wanted to start fresh with a new guideline. There was no consensus, however,
on the framework of a new guideline.
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CHAPTER 7

Conclusions and Recommendations

This chapter presents conclusions and recommendations from the 2010 review of the California
Uniform Guideline. The guideline has been reviewed in accordance with state and federal
requirements (Fam. Code, § 4054(a); 45 C.F.R. § 302.56). The review fulfills the federal
requirements to consider economic evidence on the costs of raising children and to analyze case
file data to determine how the guideline is being applied and to ensure that deviations are
limited. Pursuant to Family Code section 4054(f), representatives from a cross-section of groups
were invited to participate in focus groups to share their perspectives and recommendations. In
addition, pursuant to Family Code section 4054(d), the review considered two matters in depth:
child support guidelines for low-income families and underlying factors affecting statutory
provisions for establishing and modifying medical support orders.

The conclusions are organized by chapter. Recommendations follow the conclusions.

Basis of Child Support Guidelines and
Studies of Child-Rearing Expenditures

The economic basis of the California guideline was reviewed and compared to those of other
state guidelines. The California guideline was also compared to the most current economic
evidence of child-rearing expenditures. In addition, other factors that affect state guideline
formulas and schedules were explored.

Conclusion 1: The California guideline and 36 other state guidelines are based on a “continuity-
of-expenditures model "—that is, the child support award should allow the children to benefit
from the same level of expenditures that would have been provided had the children and both
parents lived together. State guidelines based on this concept apply it equally to children of
divorce and children of unmarried parents, regardless of whether the parents ever lived together,
because most states believe that children should not be the economic victims of their parents’
decisions to live apart. Most of these states, including California, base their guideline formulas
on measurements of child-rearing expenditures in intact families and periodically assess their
formulas against newer measurements to ensure that they produce an adequate amount.

There are other data and premises that could be used to develop state guidelines or determine
support for special populations. These include economic data such as child-rearing expenditures
in single-parent families, foster care payments, and the self-sufficiency wage. Further, a child
support guideline formula or parts of the guideline formula could be based on other factors
besides child-rearing expenditures. For example, when both parents are impoverished, neither
parent can afford what it actually costs to raise a child, so many states base the guideline
amounts at very low income or token amounts or an amount that leaves the obligor with
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sufficient income after paying child support for at least a subsistence level of living. Other
alternatives could include consideration of the relative standard of living of the obligor’s
household and the household of the obligee and the children after payment or receipt of child
support or recognition that one or both parents have children with multiple partners. With the
exception of guidelines amounts for low-income parents, however, there is no to little experience
with these alternatives.

Conclusion 2: The California guideline formula is generally within the range of measurements of
child-rearing expenditures—but at the high end of the range of measurements of child-rearing
expenditures. This assessment is based on comparisons of the California guideline to eight
measurements of child-rearing expenditures, including those that underlie other state guidelines
and current measurements.

The California guideline is assessed by comparing its parameters to eight estimates of child-
rearing expenditures that either underlie other state guidelines or represent the most current
estimates available.*”” At the core of the California guideline formula is the K-fraction, which
represents the percentage of net income devoted to child-rearing expenditures for one child. The
K-fraction for parents whose combined income is between $801 and $6,666 net per month is 25
percent. The estimated percentage of total expenditures devoted to child rearing is 24 to 27
percent and could be as low as 18 percent when work-related child-care expenses and out-of-
pocket medical expenses, which are additions to base support (i.e., the amount calculated from
the K-fraction) under the California guideline, are excluded.

The California guideline multipliers for two and three children are 1.6 and 2.0, respectively. The
multipliers calculated from the measurements of child-rearing expenditures ranged from 1.4 to
1.7 for two children and from 1.6 to 2.0 for three children. Most of the estimates of child-rearing
expenditures do not extend to four or more children. Instead, the California multipliers are
assessed by comparing them to those used in other states. We found that the California guideline
formula for one, two, and three children is within the credible range of the estimates of child-
rearing expenditures but on the high end of the range; and most of the California multipliers for
four and more children are generally too high relative to those used in other states. The
legislative intent, however, was that the California guideline should be higher than those of other
states because of California’s relatively high cost of living (Fam. Code, § 4053(1)).

Conclusion 3: Many other assumptions and factors besides measurements of child-rearing
expenditures form a guideline formula. These include how the guideline formula adjusts for
higher income, obligee income, and shared physical responsibility, as well as the use of gross or
net income as the guideline basis. California’s approach to some of these factors creates some

29 Various studies estimate child-rearing expenditures. They produce different results as a result of differences in
study methodologies, assumptions, and data years. For this reason, state guidelines are typically assessed as
appropriate if they are generally bracketed by the lower and upper bounds of credible estimates of child-rearing
expenditures.
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anomalies and differences from other state guidelines in certain circumstances, but they are
generally limited or inconsequential.

The percentage of income devoted to child-rearing expenditures arguably decreases as income
increases. As a consequence, most state guidelines, including California’s, yield a smaller
support award amount when the obligee has more income even though obligor income is
unchanged. There are, however, some isolated anomalies under the California guideline resulting
from the structure of the combined income bracket of $801 to $6,666 net per month.

Many state guidelines, including California’s, yield a smaller amount when the obligor has more
time with the child and all other circumstances of the cases are unchanged. The amounts
calculated under the California guideline change with incremental changes in the timesharing
arrangement (e.g., adding or subtracting one or two overnights per month) while some state
guidelines do not always change because one or two overnights are added or subtracted.

Whether a state bases its guideline on gross or net income is a policy choice. Regardless of the
basis, most states standardize the gross to after-tax income conversion. That is, they use actual
tax code to convert gross income to net or back out net income to gross. The latter is necessary in
gross-income guidelines because most measurements of child-rearing expenditures relate to
after-tax income, not gross income.

Findings From a Review of Case Files

A random sample of 1,226 child support orders entered in 2008 was drawn to analyze how the
guideline is being applied, the extent to which it is being deviated, and why the deviations occur.
The sample spanned the same 11 study counties as in the last review and ranged in size and
socioeconomic factors reflective of the diversity of California. The sample included almost equal
shares of IV-D and non-IV-D cases. The preliminary findings were shared with representatives
of advocacy groups and commissioners of the study counties in focus group settings to aid in the
interpretation of the analysis.

Conclusion 4: The percentage of orders that deviated from the guideline has increased. The
2010 study found guideline deviations in 15 percent of the cases reviewed. Commissioners and
stakeholders attribute the increase to the economic recession and better-educated parents.

The 2010 deviation rate is statistically greater than the deviation rates of earlier reviews (i.e., the
deviation rate in 1998, 2001, and 2005 ranged from 9 to 10 percent). Most (60 percent) of the
deviations result from a stipulation between the parents, and most (69 percent) are downward. In
general, commissioners from the study counties believe that deviations increase when there is an
economic downturn and parents have less income. For example, some commissioners
acknowledged that they deviate in cases where the obligor has very low income and payment of
the guideline amount would impoverish the obligor. The advocates also recognized that judges
are examining cases individually to determine what parents can realistically pay. Additionally,
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advocates suggested that parents are more educated about their potential eligibility for a
deviation and are more proactive about requesting it.

Conclusion 5: Commissioners and advocates agreed that the current low-income adjustment is
inadequate. Fifteen percent of the obligors in the case file review had incomes below $1,000 net
per month and so were eligible for the low-income adjustment. Despite increases in the
minimum wage, this is the same percentage of obligors who were eligible during the last review.
It is indicative of the economic distress that many parents currently face as a result of high rates
of under- and unemployment and the lack of even low-paying jobs.

The percentage of obligors eligible for the low-income adjustment (15 percent) is the same as in
the previous case file review even though the low-income threshold has not changed and the
minimum wage has increased. This undoubtedly reflects the economic recession, which has
resulted in job losses and reduced other jobs from full-time to part-time work. The adjustment is
typically granted more often in IV-D cases than non-IV-D cases. Commissioners suggested that
the low-income adjustment may not always be applied in default or stipulated orders. It is also
not applied when the obligor’s actual income is zero. The adjustment was applied in 59 percent
of eligible cases. Commissioners and advocates agreed that the current low-income adjustment is
inadequate.

Conclusion 6. Many of the guideline factors designed to yield more responsive orders are being
applied very infrequently. A hardship deduction is being made to the incomes of only 4 percent
of the parents. Orders for additional support are also infrequent. Orders for work-related child-
care expenses are applied in 12 percent of the cases, and orders for uninsured health-care costs,
are applied in 18 percent of the cases. Other adjustments to income and orders for other
additional support are applied even less frequently. Commissioners attribute these trends to the
economic downturn, a higher rate of default orders, and smaller proportion of modified orders in
the sample.

In general, permissible subtractions from income (e.g., a hardship deduction because the parent
has additional children from a previous or subsequent relationship living with him or her) and
orders for additional support (e.g., work-related child care) are occurring less frequently than
they did in the previous review. One reason is that parents who do not participate in the order
establishment process (as is often the case in default orders) may not know about these
adjustments. Other explanations for this pattern are the economic downturn and the types of
cases drawn for this study. The commissioners believe that child-care expenses are being ordered
less frequently because more parents are unemployed or using relative care. The commissioners
also believe that the hardship deduction is applied more often in modified orders than new orders
because parents seeking modified orders are more likely to have subsequent families and because
the 2008 sample captured a disproportionate share of new orders.
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Conclusion 7. The percentage of orders entered through default, 46 percent, is back up. This is
after a concerted effort several years ago to lower the number of orders entered by default in
California.*"

The percentage of orders entered through default decreased from 44 percent in 2001 to 29
percent in 2005 and then went back up in the 2010 review to 46 percent. Commissioners and
advocates attribute the increase to several factors. When the last sample was pulled for the 2005
study, DCSS was engaged in a concerted effort to reduce the incidence of default. Recent
cutbacks of DCSS staff, however, may have lessened efforts in this area. Commissioners believe
that many defaulted orders are ones in which DCSS requested a relatively low order that the
obligor did not contest. Advocates believe that the increase in defaults is due to the economic
recession and may reflect the unaffordability of attorney representation for many parents.

Conclusion 8: The percentage of orders involving presumed income has increased since the last
guideline review. The percentage of orders with income imputation, however, has not increased.
State statute requires that income be presumed in IV-D cases when the obligor’s income or
income history is unknown. State statute provides that income can be imputed in any child
support case (regardless of IV-D status) based on the parent’s earning potential.

Income can be presumed for obligors in IV-D cases if there is no information about the parent’s
income or income history (Fam. Code, § 17400(d)(c)). Obligors’ income was presumed in 15
percent of IV-D cases in the 2010 case file review. Income imputation is provided in the
California guideline (Fam. Code, § 4058(b)). Income imputation, which is based on the parent’s
earning potential, decreased from 7 percent during the last guideline review to 3 percent in 2010.
Commissioners suggest that the incidence of income imputation has gone down because it is
more difficult to show that work is available.”"!

Conclusion 9: Health insurance is frequently ordered, and medical support is ordered in most
1V-D cases. The latter is important because of new federal medical support rules that became
effective in 2008.

An order for at least one parent to provide health-care insurance was made in 80 percent of the
cases reviewed. The mother was ordered to provide insurance in 9 percent of these cases, the
father in 48 percent, and both parents in 42 percent. The case file data indicate that 95 percent of
IV-D cases contain an order for health insurance and/or uninsured health-care expenses.*'* This
is important to fulfill the 2008 federal medical support requirements that require medical support
be ordered in most situations.

219 As discussed in Chapter 3, default orders are correlated with nonpayment. The general premise is that payments
will be higher when parents are engaged in the order establishment or modification process.

2! Case law (In re Marriage of Regnery (1989) 214 Cal.3d 1367) provides a court, when imputing income, should
consider whether there is actual opportunity to work, exemplified by an actual employer willing to hire, and other
factors.

12 As discussed in a Chapter 5, orders for health insurance and/or uninsured health-care expenses are medical
support orders.
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Conclusion 10: Information is frequently missing from case files. Critical information was
missing in many child support cases reviewed for this study. Ten percent lacked documentation
of the calendared child support court event; 19 percent did not contain information on the
parents’ income; 9 percent lacked information on the child support order; and 22 percent did not
specify the guideline amount.

Low-Income Parents and Child Support Guidelines

This review considered how other state guidelines addressed low-income parents and why
poverty and low-income create special circumstances that need to be addressed in the
determination of appropriate guideline amounts.

Conclusion 11: Historically, many IV-D families and obligors have poverty or low incomes. The
current high unemployment and underemployment rates likely contribute to even higher
incidences of poverty and low income than were previously documented.

Although current California data are not available, national data from 2001 found that one-third
of IV-D families had incomes below the poverty level and that about three-fifths had incomes
below 200 percent of the poverty level. In 1999, more than 60 percent of California parents with
child support arrears had net incomes below $10,000 per year. The current situation in California
is likely to be worse than in other states because of California’s above-average unemployment
rate (12.5 percent as of February 2010) and underemployment rate (20 percent as of January
2010).

Conclusion 12: When child support obligations are set too high for low-income obligors, they
are unable to meet their own subsistence needs. This leads to many severe consequences: a
reduced incentive to work and to work in the mainstream economy; depressed child support
payments; higher arrears balances; and attenuated parent-child relationships, which in turn, can
adversely affect child outcomes.

If an obligor works full-time at the state minimum wage, his or her after-tax income after paying
the guideline amount for one child would be below the current federal poverty guideline for one
person. In other words, the obligor would have insufficient income to live at least at subsistence
level. Some research findings indicate that child support awards that are set too high for low-
income obligors may be a disincentive to work and drive these obligors into the underground
economy, where their earnings are not subject to immediate wage withholding to pay child
support. Still another study finds that arrears accumulate when the obligor’s order is more than
20 percent of his or her gross income, particularly at low incomes. As of 2008, almost $20 billion
in child support arrears was owed in California. A previous study of California arrears found that
only a small proportion will ever be paid because many obligors have low incomes and because
of other factors, such as California’s assessment of interest (at a rate of 10 percent), which
contributes to arrears growth outpacing payments.
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Besides financial consequences, high child support orders for low-income parents adversely
affect child outcomes. Most research finds a positive correlation between child support payments
and father-child contact. Thus, crafting orders that low-income parents are able to pay is
important because, as supported by the research, paternal involvement is significantly associated
with reduced rates of out-of-wedlock childbearing, the high school dropout rate, substance abuse,
and juvenile delinquency.

Conclusion 13: The California guideline amounts for low-income obligors are high relative to
other states. The low-income adjustment under the California guideline is inadequate. Unlike the
low-income adjustment used in many state guidelines, it does not relate to the federal poverty
guideline for one person. Its income threshold (i.e., the low-income adjustment applies when
obligor net income is less than $1,000 per month) has never been updated. The income threshold
is too low to apply to typical low-income situations (i.e., obligors earning minimum wage);
hence these low-income obligors are not eligible for the low-income adjustment and payment of
the unadjusted guideline amount leaves the obligor with insufficient income to live above
poverty level.

In four different case scenarios that considered obligors with no reported income or minimum
wage income and a varying number of children, the California guideline ranked 8th, 24th, 13th,
and 5th highest among state guidelines. Other states that typically ranked higher than California
presumed a higher income when the obligor’s income was missing, had a higher state minimum
wage, or did not provide a low-income adjustment. Most state guidelines base their low-income
adjustment on the federal poverty level for one person or full-time, minimum wage earnings.
Some state guidelines index their low-income adjustment to the federal poverty level, which is
updated annually. The low-income adjustment under the California guideline does none of these
things. It is applicable to net incomes below $1,000 net. This is below what can be earned from
full-time work at the state minimum wage ($8 per hour; $1,386 gross per month or $1,200 net
per month). The $1,000 threshold has not changed since it was first adopted in the early 1990s.

Conclusion 14: California’s income presumption policy exacerbates the guideline problems for
low-income parents, the obligor’s income is often presumed to be more than it actually is or job
opportunities available for obligors are presumed to pay more than they actually do.

Family Code section 17400(d)(2) provides that if a support obligation is being established by the
local child support agency and the obligor’s income or income history is not known, income is
presumed at minimum wage for 40 hours per week. Presuming income above an obligor’s actual
income can produce high percentage orders. (Some California data indicate orders that consume
44 percent of an obligor’s net income.) This policy does not recognize that employment
opportunities are limited. The statewide unemployment rate is 12.5 percent (as of February 2010)
and the statewide underemployment rate, which includes those seeking full-time work who can
find only part-time work is 20 percent (as of January 2010). Almost all other states have policies
that consider the current job market or presume fewer work hours or that contain other, less-
stringent, provisions.
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Medical Support Provisions

Child medical support is an integral part of child support. Medical support orders can require
insurance coverage for the child by one or both parents, specify how a child’s uninsured health-
care costs will be allocated between the parents, require payment that is distributed to the
Medicaid (or similar agency) if the child is covered by Medicaid (or a similar public entity), or a
combination of these types of orders. New federal medical support rules imposed in 2008
necessitate a closer look at state provisions for ordering and modifying medical support.

Conclusion 15: Although the 2008 federal medical support rules impose many new requirements
on states—including state provisions for the establishment and modification of medical
support—2010 health reform will likely change future federal medical support requirements.

The federal Office of Child Support Enforcement (OCSE) is currently assessing whether current
federal medical support policies are congruent with 2010 health reform. They anticipate changes,
but the scope of those changes is currently unknown. The 2008 federal medical support rules,
however, are currently in effect. Many states, including California, are still adopting and
developing changes to conform to the 2008 rules. Cognizant that the federal medical support
rules may change in the future, however, many states are making only the minimum changes
necessary to fulfill the 2008 requirements.

Conclusion 16: California statute already requires that either or both parents can be ordered to
provide insurance coverage for the children and that orders allocate the child’s uninsured
health-care expenses between the parents. The 2008 federal medical support rule that applies
directly to state guidelines mandates that a state guideline provide for how the child’s health-care
needs will be addressed.”" This encompasses orders for one or both parents to carry insurance
for the child, orders for how the child’s uninsured health-care expenses will be allocated between
the parents, and other types of medical support.

Essentially, the 2008 federal rules eliminate the longstanding presumption that the obligor has
employer-sponsored insurance available for children and that it is the most appropriate coverage
for the children. Instead, the 2008 rules encourage orders for health insurance from the most
appropriate source. This could be the obligee or, at state discretion, a stepparent who has
employer-sponsored insurance. The rules also recognize that some of the child’s health-care
expenses may not be covered by insurance, so an order addressing these expenses may be
appropriate. In addition, it recognizes that in some cases neither parents may have employer-
sponsored insurance and that the child will be covered through Medicaid (called Medi-Cal in
California), SCHIP (called Healthy Families in California), or another public entity’s program.
California already provides that either or both parents shall carry insurance for the child when it
is available at no cost or a reasonable cost to the parent (Fam. Code, § 3751(a)(2)). California

21345 C.F.R. § 302.56(3).
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also provides for reasonable uninsured health-care expenses in Family Code sections 4062(2)
and 4063.

Conclusion 17: California statute currently does not provide an income-based definition of
“reasonable cost” but does address what is “accessible” health care. Although not called “cash
medical support” (and states are not required to use the federal term), California’s provision of
reasonable uninsured health-care expenses is a form of cash medical support. To assist with the
implementation of the 2008 federal medical support rule that requires IV-D agencies to petition
for health insurance that is reasonable in cost and accessible to the child and/or “cash medical
support,” many states are including definitions of “reasonable cost,” “accessible,” and “cash
medical support” in their guidelines.

Federal regulation (45 C.F.R. § 303.31(1) & (2)) requires that the IV-D petition for child support
include private insurance that is accessible to the child and reasonable in cost and/or cash
medical support. Most states that have an income-based definition of reasonable cost are
adapting a rate of 5 percent of the parent’s income as the threshold that the child’s premium costs
cannot exceed to be deemed reasonable in cost. Although the federal rule is clear that states have
the option to define another reasonable income-based standard, the federal rule does suggest 5
percent. Most states that have a definition of “accessible” insurance, like California, consider
whether the insurance is geographically accessible to the child. “Cash medical support” can be
one of three things, including orders for the child’s uninsured health-care expenses. Most states
are fulfilling this requirement for medical support by ordering one or both parents to provide
accessible health insurance for the child when it is available at a reasonable cost and including
provisions for uninsured health-care expenses in the order (e.g., each parent is responsible for
half of the child’s uninsured health-care expenses). (Note: subsequent to the drafting of this
conclusion, the California legislature enacted Senate Bill 580 (Wright; Stats. 2010, ch.103) that
implemented the federal regulations)

Conclusion 18: The California guideline adjusts for the child’s health insurance differently than
do most state guidelines. While most states prorate the child’s share of the insurance premium
between the parents, California subtracts the insurance premium from the parent’s income.
Depending on which parent pays the premium, the support award is increased or decreased by
the other parent’s share. States that have recently replaced the subtraction method for the
proration method find that the subtraction method was not a sufficient adjustment for
skyrocketing premiums and that the proration method is easy and fair.

The base formulas and schedules of most state guidelines do not include the cost of the child’s
health insurance. Instead, most state guidelines consider the actual cost of the child’s health
insurance elsewhere in the guideline calculation. It may be subtracted from income or be
prorated between the parents. When it is prorated, if the obligor pays the premium, the obligee’s
prorated share is subtracted from the base support award; and if the obligee pays the premium,
the obligor’s prorated share is added to the base support award.
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Input From Stakeholders

The review included three focus groups with stakeholders, mostly representative of custodial or
noncustodial parents and/or children’s interests. Two focus groups concentrated on stakeholders’
perceptions of the guideline’s comprehensiveness and fairness. The third focus group called for
stakeholders’ assistance in the interpretation of the preliminary findings from the case file
review. The conclusions, below, are drawn from the first two focus groups.

Conclusion 19: Focus group discussions among advocates reveal that parents frequently fail to
comprehend what goes into the guideline calculation and need more education to improve their
understanding.

Advocates suggest that parents receive more education about how the guideline is calculated.
They believe that when parents fail to understand the factors that go into the guideline
calculation, they sometimes distrust the calculation and/or resent the system. They generally
believe the calculation is too complex and should be made more transparent. Some advocates
suggested methods of outlining the child support formula for parents to review, including a
brochure at the court, posting information outside the courtroom, or straightforward information
on the court Web site. While some believe that access to online calculators are helpful to the
general public, others believe that they create confusion because there are multiple calculators
available that can produce inconsistent results.

Conclusion 20: Advocates who attended the focus groups consistently believed that the guideline
is unfair to low-income parents.

Many advocates expressed concern about how the guideline treats low-income parents, and low-
income noncustodial parents in particular. One advocate summarized the collective opinion of
most when he stated that the guideline is “patently hurting low-income people.” Advocates
support raising the low-income adjustment level. One advocate thought there should be an
absolute income floor (irrespective of the poverty level) below which the noncustodial parent
would owe no child support.

Conclusion 21: Many of the advocates’ issues concerned systematic issues involving the
guideline or were beyond the scope of the guideline.

Advocates participating in the focus groups saw the guideline as interrelated and inseparable
from other family law issues including custody and court and agency rules and procedures. For
example, some advocates believed strongly in presumptive equal custody and that the guideline
should reflect that. Still other advocates told stories about problems that parents recently have
encountered because they lost their jobs and/or were seeking a modification to their child support
order. In all, advocates believed these interrelated issues create parental conflict that is harmful
to child well-being. In addition, some advocates proposed to completely revamp the guideline
and adopt a new model that did not consider the income of the parents.
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Recommendations
Five major recommendations emerge from the research conducted for this guideline review.
Recommendation 1: Update and/or modify the low-income adjustment in the guideline.

The current guideline provides for a low-income adjustment when the obligor’s net income is
below $1,000 per month. The $1,000 threshold has never been updated and, unlike most low-
income adjustments in other state guidelines, it does not relate to the federal poverty guidelines
for one person or full-time minimum wage earnings. Moreover, it is inadequate, and research
findings suggest that it inadvertently could reduce the obligor’s incentive to work in the
legitimate economy, pay support, and maintain contact with the child, potentially resulting in
other adverse consequences to child outcomes.

The income threshold is too low to apply to common situations when payment of the existing
guideline amount leaves the obligor with income below poverty level. For example, a minimum
wage earner’ * would not be eligible for the current low-income adjustment. Payment of his or
her support award, however (i.e., $300 per month based on the guideline amount for one
child),”"® would leave the obligor with below-poverty income. That is, his or her income after
payment of child support and taxes would be $900 per month, less than the current federal
poverty level for one person. Most low-income adjustments in state guidelines do not have an
income threshold for applying the adjustment. Rather, most state guidelines provide that the
support award be based on the difference between the obligor’s income and a self-support
reserve (typically based on the federal poverty guideline for one person) if that amount is less
than the standard guideline calculation. This protects the obligor from being impoverished as a
result of paying child support. The adjustment is simple and is often incorporated into a state
guideline table but is more transparent if it is included in the guideline worksheet.

Some state guidelines also provide that the self-support reserve be updated annually in
accordance with annual updates to the federal poverty guidelines. The use of a self-support
reserve test, however, necessitates a minimum order when the obligor’s income is below the self-
support level. For example, an obligor whose income is $600 per month has income below the
current federal poverty level for one person ($902.50 per month). Some state guidelines provide
a minimum order but also specify that an order can be zero in certain situations, such as when the
obligor is incapacitated and has no income (e.g., the obligor is institutionalized).

An alternative to adopting the self-support test would be to expand the income threshold of the
current low-income adjustment. Several focus group participants suggested expanding the

214 Assuming a 40-hour work week and the state’s minimum wage of $8 per hour, this would yield $1,386 per month
in gross income and $1,200 per month after taxes.
15 Assuming the obligee has no income and there is no timesharing or adjustment for other factors.
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threshold for its application to $1,500 net per month. All of the focus group participants
unanimously supported a change to the low-income adjustment.

Recommendation 2: Evaluate the current income attribution policies as to both parents This
includes codifying case law on income imputation and reviewing the existing income
presumption provision to determine if it continues to be consistent with the legislative principles
regarding child support.

California’s provision for income imputation is thin and lacking in detail relative to those of
most state guidelines. However, California case law (In re Marriage of Regnery (1989) 214
Cal.3d 1367) spells out what should be considered when imputing income as thoroughly as any
other state guideline provision for income imputation. Specifically, it provides a three-pronged
test to determine whether a court should consider a parent’s earning capacity in lieu of his or her
actual income: (1) ability to work, including age, occupation, skills, education, health,
background, work experience, and qualifications; (2) willingness to work, demonstrated by good
faith efforts, due diligence, and actual meaningful attempts to secure employment; and (3)
opportunity to work, exemplified by an actual employer willing to hire. It would benefit
guideline users, particularly parents, if this case law were codified. It would improve the
transparency of California’s income imputation policy and make the guideline outcome more
predictable for parents.

California’s income presumption policy should be evaluated to determine if it is consistent with
the legislative principles regarding child support (Fam. Code, § 4053). The current policy
implicitly presumes that obligors in IV-D cases can and should find full-time work at minimum
wage. While many states make similar presumptions when imputing income, most states also
consider local employment opportunities as part of the process. In addition, if the legislature re-
examines the approach to low-income obligors, as recommended in this study, they will need to
determine if these changes should also apply to cases in which presumed income is used to
determine the child support amount. Further, current law limits the circumstances when income
can be imputed to the custodial parent.

Recommendation 3: Educate stakeholders and equip them with information so they can make the
current system work better. In addition, develop strategies to engage stakeholders and
encourage their active participation in the child support process.

One of the recurring themes of this study is the stress that the economic recession has put on
families and obligors. Yet parents are not fully utilizing all of the guideline provisions that are
intended to deal with each case’s unique economic circumstances. The low-income adjustment is
not applied in all cases in which the obligor is eligible. The percentage of parents with hardship
deductions is down, even though it seems logical that more parents would need it during an
economic recession. Fewer orders are being entered for the child’s uninsured medical expenses
although parents are losing their employee health benefits. Parents do not understand that their
orders are not automatically modified when they lose their jobs. In addition, the findings from
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the case file data indicate that fewer parents can learn how the guideline works. Fewer parents
are represented by attorneys and more orders are being entered by default, which is an indication
that the parent is not involved in the order establishment process. Parents who obtain orders by
default typically lack contact with DCSS, family law facilitators, and judges or commissioners—
the very people we rely on to educate parents about the guideline. Involvement and education
have ripple effects. When parents better understand the guideline, they become engaged in the
process, are more forthcoming with information (e.g., documentation of actual earnings or child-
care expenses), know when and how to seek a modification, and can understand and use its
provisions for unique situations when appropriate (e.g., the low-income adjustment when the
obligor is eligible).

Recommendation 4: Adopt any necessary conforming changes so that California can meet the
2008 federal medical support rules that are currently in effect but also recognize that 2010
national health reform may produce changes to the federal rules in the future as well as changes
in how states approach medical support.

For the most part, California has the statutory framework needed for California to meet the 2008
federal medical support rules. One possible exception is that California does not provide an
income-based definition of “reasonable cost” of insurance in statute. Most states are defining a
child’s share of the insurance premium to be reasonable in cost if it does not exceed 5 percent of
the parent’s income. Some states recognizing the high cost of insurance set the threshold higher,
thereby producing more orders for private health coverage. Still other states concerned about
affordability issues set the threshold lower or exclude obligors with poverty or near-poverty
income from being ordered to provide private health insurance.

Recommendation 5: Encourage better and more detailed information in the case file.

Income information, order amounts, guideline amounts in orders with deviations, and other
pertinent information were missing in a notable number of case files. For some parents, this is
the only record they have of the basis of the order. When a parent becomes unemployed or
realizes a hardship or another situation that might warrant a modification, it is important that the
file contain a complete record of how the court or DCSS arrived at the original order amount.
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APPENDIX A

Parental Expenditures for Children:
Rothbarth Estimates’

The continuity-of-expenditures model that underlies child support guidelines attempts to provide
children with the same amount of expenditures that the children would have received had they
lived with their parents in an intact family. Knowledge of patterns of spending on children in an
intact family is required to implement this guideline model. This report will provide estimates of
this essential information from the most recent consumption data available from the Bureau of
Labor Statistics.

Determining how parents devote the family’s spending to their children would seem to be a
rather simple and straightforward task: just ask parents to keep track of these expenditures; then
ask the parents to determine which expenditures were made on behalf of their children. In
application, however, this is difficult. Some consumption goods could be allocated with
confidence if they were purchased for a specific individual. For example, the purchase of a pair
of shoes could be allocated to the person for whom the shoes were purchased. In other, more
complicated cases, spending could be allocated on the basis of a reasonable assumption or based
on information gathered in other surveys. For example, consider a family’s expenditures for
food. While groceries are purchased for the entire family, it is possible to observe individual
family members’ actual consumption of the meal and then allocate the cost of that meal to each
individual family member based on his or her consumption. Alternatively, a food bill could be
allocated in proportion to the nutritional requirements of the individual family members. That is,
if one member requires twice the nutritional content as another member, a calculation could
assume that the first individual consumed twice as much food as the other member.

Allocations are more complicated, however, when the expenditures are not readily divisible by
individual family member consumption. For example, it is more difficult to determine a
reasonable allocation of expenditures on mortgage, utilities, and other home expenses. One
approach to determining an allocation in this scenario would be to average the spending on home
expenses and other “publicly consumed” goods across all family members. While this approach
has a commonsense appeal, it is based upon a per capita calculation (i.e., dollars spent on a good
divided by the number of family members), a method that has been undermined by significant
empirical evidence.

Allocating jointly consumed goods on a per capita basis has limitations. For purposes of
developing child support guidelines, the “average cost” arguably overstates the “true” cost of the
child to the parents. Alternatively, most child support guidelines are developed from estimates of

! Prepared by David M. Betson, Associate Professor, Univ. of Notre Dame.
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child-rearing expenditures derived from a “marginal cost” approach. The marginal cost approach
is based on the concept that the amount of housing or any other jointly consumed good should be
the additional amount of housing (or other jointly consumed good) that the parents purchase
because of the presence of the children. According to fundamental economic theory on average
and marginal cost, if there are economies of scale in housing consumption, then the “average
cost” of housing should diminish with increasing family size. Further, if the average cost of
housing is falling, then the marginal cost associated with each additional family member should
be less than the average cost. In other words, under the marginal cost approach, the cost of the
second family member is less than the cost of the first family member, and the cost of the third
family member is less than the cost of the second family member, and so forth.

How can the “marginal housing costs” of children be estimated? One commonsense approach
would be to calculate the difference in housing expenditures between parents with children and
childless couples with the same amount of total spending. While the simplicity of this approach
is appealing, economists warn that it will not capture the true marginal cost of housing
attributable to children. If children represent an economic cost to their parents, then the childless
couple, even though they have the same total spending, will be “wealthier” than the parents with
the children. Ignoring the effect of the increased standard of living of the childless couple on
their housing expenditures would understate the true marginal housing costs attributable to the
children.

One way to calculate housing costs attributable to children is to use the cost of an additional
bedroom. For example, consider a married couple with one child who rents a two-bedroom
apartment. The difference in rent between the two-bedroom apartment and a one-bedroom
apartment within the same apartment complex would be deemed as the housing cost of the child.
While a similar calculation would have to be created for those families who own their homes,
this approach does have appeal for being direct and easy to understand. However, this approach
will only understate the “true” marginal housing costs of children because it does not take into
account that a childless couple’s choice in home size is not just the difference between one and
two bedrooms. For example, they may have chosen a home with less play room either inside or
outside because they do not have a child. In this example, to assume that the presence of the
child created a need for only an additional bedroom will understate the housing consumption of
the child and consequently understate the cost of a child.?

Most economic studies of child-rearing costs approach the problem of allocating consumption to
individual family members in a different manner. Instead of trying to allocate the spending on
each consumption item separately, the marginal cost approach asks how much total spending a

* The USDA (Lino & Carlson, supra note 20), in its annual reports on expenditures on children, uses the approach
that attempts to allocate individual consumption purchases to children. In the past, the majority of the family’s
consumption was allocated on a per capita basis. While food, transportation, health care, and clothing were not
allocated on a per capita basis, the USDA historically had allocated all other purchases, including housing, on a per
capita basis. Only recently has the USDA changed its allocation of shelter and utility spending to reflect a more
“marginal cost” allocation.
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childless couple would require to be equally well off as two parents and a child with a given
amount of total spending. If the childless couple had the same level of total spending as the
parents with one child, then they would clearly be materially better off because they did not
spend any money on the child. Hence, we would reduce the level of total spending by the
childless couple such that they would be as equally well off as the family with a child. The
difference in total spending by the two households is interpreted as the cost of the child or the
level of spending on the child.

The challenge to the marginal cost approach, however, is how to determine when families of
differing composition are equally well off. The two leading contenders are the Engel and
Rothbarth approaches. These approaches differ from the previously described approach. Instead
of allocating individual purchases to the children, these approaches allocate the entirety of the
total spending of the family. In other words, the Engel and Rothbarth estimators are much more
of a “top-down” approach than the “bottom-up” approach that common sense may lead one to
pursue.

This report is organized as follows. In the next section, the data will be described, as well as the
definitions of expenditure categories used in this study. The third section describes the
assumptions and methods used by each of the three alternative approaches to estimating parental
spending. The fourth section describes how I implemented the Rothbarth model. The empirical
estimates derived from the Rothbarth approach will be presented and compared to previous
estimates by the author and other researchers in the fifth section. The following section presents
a sensitivity test of the major assumptions that I have made to estimate the Rothbarth model. The
final section offers some concluding remarks.

Data and Expenditure Categories Employed in Study

The data used in this study are drawn from the Consumer Expenditure Survey (CE) conducted by
the Bureau of Labor Statistics (BLS). The survey is based on quarterly interviews of roughly
7,000 consumer units (families). The data are used for the periodic revisions of the Consumer
Price Index as well as other economic research and analysis of the spending patterns of
American families. The CE is the only nationally representative sample of American families
that collects detailed information on the spending habits of families. As such, it is the only
available national survey suited for estimating parental spending patterns.

CE Sample Selection Criteria

The data used in this study are from the interview component of the CE beginning in the first
quarter of 2004 through the first quarter of 2009. Consumer units are interviewed for five
quarters; however, only data from the second through fifth quarterly interviews are reported in
the public use files. While the BLS treats each quarterly response as an independent observation,
the file used for this analysis is constructed from the BLS quarterly files to reflect a family’s
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annual expenditures.” While any unit can have up to four quarterly interviews, some households
cannot be located or refuse to be interviewed and hence will have had fewer than four interviews.

This study was intended to focus on the spending patterns on children in families where both
parents were present; consequently, the following sample restrictions were made:

e The consumer unit contained a married couple between the ages of 18 and 60 years old;

e The consumer unit contained six or fewer children;

e The consumer unit did not have any other adults (individuals 18 years old or older) present in
the unit even if these adults were the children of the couple;

e The consumer unit did not have a change in family size or composition over the period in
which the unit was interviewed; and

e Only consumer units with at least three completed interviews were included in the final
analysis sample.”

These restrictions yielded a sample of 7,846 consumer units where 2,937 observations were
childless married couples and 4,909 were married couples with children. Exhibit A-1 presents
the distribution of units by the number of children (less than 18 years old).

Exhibit A-1. Sample Observations by Number of Children
Number of children 0 1 2 3 4 50r6
Number of observations 2,937 1,511 2,235 869 214 80

Source: Calculations by author.

Given the rather small sample sizes for four and more children, most of the following tables will
group families with three and more children into a single category for presentation purposes.
While families with four and more children will be included in the analysis, estimates for the
cost of children will be presented for one through three children only.

Distribution of Total Outlays®

The major focus of this study is an examination of how families allocate their total spending to
their children; consequently the first step is to define total spending. The BLS produces two
measures of total spending in the consumer unit. The first is their expenditure concept
(TOTEXPPQ and TOTEXPCQ), while the other is denoted as the consumer unit’s outlays
(ETOTALP and ETOTALC). The principle difference between these two concepts is that the

3 See Appendix A-1 for a detailed discussion of the use of annualized quarterly data in lieu of annual data on
consumer units, as well as a rationale for basing the analysis on a single annual observation for every consumer unit
instead of up to four annualized observations for every consumer unit.

* See Appendix A-2 for the details of how these sample selection criteria, as well as additional sample criteria used
in later analysis, affected the size of the analysis sample.

> Appendix A-3 contains a more detailed description of the construction of variables used in this report.
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outlay concept includes principle payments for any loans while the expenditure concept does not.
Both of the above BLS summary measures include two forms of what most researchers would
call savings: payment of social security payroll taxes and payments to retirement plans. For the
purpose of this study, these forms of saving were subtracted from both specifications of the
family’s total spending.

In the past, some estimates have relied on the family’s total expenditures as a measure of total
spending, but as noted earlier, this concept does not reflect the family’s principal payments on
their debt, in particular, the principal payments on their home mortgage. The difference between
the two measurements (i.e., “outlays,” which does include principal payments, and “spending,”
which does not) is negligible for families with little or no debt or debt that has recently been
financed (especially home purchases). However, if the family lives in the same home for a
several years, the difference between the two concepts will grow as the mortgage payment
reflects more principal payments than interest payments. Since most child support guidelines are
intended to provide for children from ages 0 through at least 18 years old, the use of family
outlays makes more sense than family expenditures. Nonetheless, the impact of using outlays
rather than expenditures on the estimates is examined in more detail later.

Exhibit A-2 displays the distribution of total family outlays by the composition of the family.
While the estimates are from interviews conducted from January 2004 through March 2009, all
spending and income amounts have been expressed in constant 2006 dollars. Without controlling
for available income, families with one and two children on average spend more than childless
couples, who on average spend slightly more than families with three or more children. As a
percentage of their available income, families with children have more current outlays than do
childless couples.

For all family types, the average total spending of the family exceeds the median, indicating that
the distribution of spending is not symmetrical around the average but “right skewed.” That is,
higher-income families spend more than lower-income families. The skewed distribution of both
income and spending has implications for the construction of the estimation model. A
proportional model based on the log of spending amounts is more consistent with the data than a
model based upon levels.
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Exhibit A-2. Distribution of Total Outlays by Family Composition

Childless One Two Three or More

Couple Child Children Children

Average net income® $64,745 $65,666 $68,135 $60,169

Average total outlays $51,428 $55,968 $59,096 $49,491

Average propensity to spend’ 79.4% 85.2% 86.8% 82.3%

Total expenditures at:

5th percentile $17,928 $19,190 $22,712 $21,259
25th percentile 31,265 34,482 37,774 34,516
50th percentile (median) 43,855 48,094 52,369 50,370
75th percentile 63,316 67,266 70,771 70,387
95th percentile 168,029 202,781 173,603 205,456

Source: Calculations by author (all dollar amounts are in 2006 dollars).

Spending by Expenditure Categories
Exhibit A-3 presents the sample mean of total family outlays by the number of children, as well
as the budget share devoted to some of the BLS major consumption categories.

As shown in Exhibit A-3, both the presence and number of children increase the proportion of
the family’s budget devoted to housing, food, and apparel purchases. For all other consumption
categories, the addition of children has no effect on the budget share or lowers the proportion of
outlays devoted to that category.

The effect of children on housing is probably most surprising. Exhibit A-3 shows an increase in
budget share for housing between a childless couple and a couple with one child (i.e., an increase
from 37.9 to 41.2 percent; then it stays at about 41 percent for couples with two and three
children). This observed relationship, however, could be an artifact of the way the BLS defines
housing purchases to include household operations that reflect the cost of babysitting and child-
care services. Exhibit A-4 presents a further breakdown of the housing component into its four
components of housing: cost of shelter (e.g., rent or mortgage, home insurance, property taxes,
and home maintenance); utilities; the cost of household operations (e.g., maids, gardeners,
childcare); and household equipment (e.g., furniture, decorations, and cooking equipment). As
anticipated, the largest difference between families with and without children is in the household

% Top-coded values of net incomes were excluded from the calculations. Income is sometimes top-coded for
extraordinary high incomes to preserve anonymity of high-income households. “Top-coded income” refers to the
replacement of data in cases where the original value exceeds a critical income amount.

’ The average propensity to consume was computed as the ratio of average outlays to net income, not the average of
the ratio of outlays to net income. If the average of the ratio of outlays to net income is computed, the respective
estimates would be roughly five percentage points higher owing to the fact that low-income families typically spend
more than their income, resulting in a ratio exceeding 1.
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operation segment of housing. Otherwise, the spending on housing for families with and without

children is similar.

Exhibit A-3. Average Spending by Family Composition

Childless One Two Three or More
Couple Child Children Children
Total outlays $51,428 $55,968 $59,096 $49,491
Budget share
(% of total outlays)

Housing 37.9% 41.2% 41.4% 40.9%
Transportation 20.3 19.9 19.0 18.4
Food 15.7 16.0 16.8 18.3
Entertainment 7.2 6.4 6.8 6.3
Health care 6.1 5.3 5.3 4.6
Apparel 2.6 3.1 3.2 3.6
Tobacco and alcohol 2.0 14 1.2 1.1
Education and reading 1.9 1.8 1.7 1.7
Personal care 0.7 0.6 0.6 0.5
All other 5.6 4.3 4.0 4.6

Source: Calculations by author.
Exhibit A-4. Allocation of Housing Purchases
Childless One Two Three or More
Couple Child Children Children
Budget share (% of total outlays)
Housing 37.9% 41.2% 41.4% 40.9%
Shelter 25.2 27.2 271 26.7
Utilities 8.5 8.4 8.3 8.9
Household operations 1.1 2.8 3.3 2.6
Household equipment 3.0 2.7 2.7 2.7
Percentage of housing outlays
Shelter 66.5 66.1 65.5 65.3
Utilities 22.5 20.4 20.0 21.7
Household operations 3.0 6.8 8.0 6.4
Household equipment 7.9 6.6 6.5 6.6

Source: Calculations by author (percentages may not total 100% due to rounding).

The exhibits illustrate the difficulty encountered when one attempts to measure child-rearing
expenditures by directly allocating consumption spending to adults and children, such as the
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USDA does.® As evident in Exhibit A-3, consumption items where it is fairly obvious for whom
the purchase was made account for a rather small proportion of all outlays. While adult clothing,
alcohol, and tobacco purchases can safely be identified as adult purchases and child clothing,
child care, toys, and education might be classified as child purchases, Exhibit A-3 shows that
these items would constitute roughly 15 percent of total outlays. The remaining 85 percent of the
family’s budget would have to be allocated using additional information or assumptions. For
food, the USDA approach assumes that food purchases are allocated in proportion to the
nutritional requirements of individual family members by age and gender. Using data from the
Department of Transportation, the USDA approach first deducts an amount to reflect work-
related expenses and then allocates the remainder to the children on a per capita basis. Using data
from the Department of Health and Human Services, the USDA approach allocates health-care
expenditures in proportion to the expected outlays for children relative to the expected outlays
for the family.

Until its 2008 estimates, the USDA approach allocated the remaining consumption items
including housing (excluding child care) on a per capita basis. This meant that roughly one-half
of the family’s outlays were assumed to be allocated to children on a per capita basis. For
example, if there are two children in a four-person family, then 50 percent of outlays would be
allocated to the children’s consumption. This assumption resulted in estimates of the cost of
children that were only slightly lower than those calculated on a per capita basis. In its most
recent report, the USDA changed its methodology with respect to shelter, utility, and household
equipment (furniture) outlays by adopting a “marginal cost” approach. Expressed simply, their
current approach is to determine how these housing expenses vary by the number of bedrooms;
then it assigns the impact of an additional bedroom to the cost of a child. The new USDA
approach also includes an amount toward mortgage principal, whereas its previous methodology
did not. While this is a significant departure from their previous methodology, the USDA admits
that this approach is a “conservative” one that may actually understate the housing costs that
parents may incur when they have children. In the 2009 report, the USDA reports that as a
percentage of total spending, parents allocate 27 percent of the family’s spending to one child, 40
percent for two children, and 47 percent for three children. This differs little from the amounts in
the 2003 USDA report that relied on a per capita allocation of housing. In the 2003 USDA
report, the percentage of family expenditures devoted to child rearing were 26 percent, 42
percent, and 48 percent for one, two, and three children, respectively.

Alternative Methodologies for Allocating Family
Expenditures to Children

Many of the alternative methodologies for allocating family expenditures to children rely on
assumptions that can be even more daunting than the ones employed by the USDA. In this

¥ Lino & Carlson, supra note 20.
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section, two competing methodologies used to allocate total family spending to the children are
described. The discussion in the body of the report is intended to be nontechnical. The equations
presented in the body of the report can be skipped without a loss of general understanding of
each approach. Appendixes A-4 and A-5 contain a more technical discussion of these methods.

Indirect Estimates—Engel Method

While the approach taken by the USDA is straightforward and relatively easy to understand, its
main weakness is the rather arbitrary manner in which it allocates the family’s spending. The use
of assumptions that rely on per capita allocations of goods may overstate how much parents truly
spend on their children; however, without any other additional information that informs us about
how individual members consume or utilize the specific consumption items, what alternative
assumptions can be made?

An alternative approach to the allocation problem would be to focus on how parents reallocate
consumption within the household in order to make room for their children’s consumption. By
comparing the consumption decisions of parents with children and married couples without
children, the economic costs of the children can be indirectly observed from the differences in
consumption patterns. When undertaking this comparison between families with and without
children, one should hold everything else constant in the comparison to ensure that any
remaining differences can reasonably be attributed to the presence of the children. Some of the
factors that should be held constant include the characteristics of the adults, the market prices
that families face, and the standard of living or the economic well-being that the two families
experience.

The difficulty with this approach is finding a suitable measure of family economic well-being
that is constant between the two sets of family. The search for an economic proxy for the
family’s standard of living has been difficult and not wholly successful. The use of income or
even total expenditures in the family are unacceptable measures of a family’s well-being.
Consider two families that have the same total expenditures or income, but one family has
children while the other does not. These families could not possibly be equally well off since, at
a minimum, the family with children would have more mouths to feed and more bodies to clothe
and shelter.

In searching for a proxy for the family’s standard of living, one expectation is that the concept
could, in principle, be measured for all families. This restricts the search to goods that are
necessities and hence are needed and purchased by all families. One core necessity is food. It
was this consumption item that Engel focused on over 100 years ago as an appropriate proxy for
a family’s standard of living.’

? Ernst Engel, “Die Lebenskosten Belgischer Arbeiter-Familien Frither and Jetzt.” (1895) 9(1) Internat. Statistical
Bull., 1-124.

142



Being purchased by all families, however, is not a sufficient qualification for a good proxy for
the family’s standard of living. At a minimum, the proxy should move in the same direction as
“known” changes in the family’s standard of living. Engel observed that food consumption did
indeed meet this additional consideration. A reasonable assumption is that, holding the number
of family members constant, increases in the family’s total expenditures should make the family
better off. What Engel observed was that when total spending increased, the family spent more
on food, but the share of food in the family’s budget fell.

Comparing families with different numbers of members but the same level of total spending
should also create differences in well-being across the families. The expectation is that as the
number of family members increased, the family would be worse off. Thus, if food shares are
truly an inverse proxy for the family’s standard of living, then the budget share should rise with
the number of children while holding the level of total spending constant. While the total level of
spending was not exactly held constant, Exhibit A-3 shows that as the number of children
increased, so too did the share of total spending that the family budget devoted to food.

These observations led Engel and many other researchers such as Espenshade' to adopt food
shares as a (inverse) proxy for the family’s standard of living. When the food share is used as the
proxy, this approach is denoted as the Engel methodology. Food, however, is just one component
of goods that could be deemed necessities. Housing, clothing, and medical care would fit the
economic definition of a necessity. The share of the budget devoted to each of these expenditure
categories falls with increased total spending of the family. Because of this, Watts(1977)"!
proposed proxies based on this wider set of consumption items other than food. This approach is
denoted as the ISO-PROP method.

To illustrate how the Engel model would be implemented, economic data from the CE is first
used to estimate a relationship between the food share as a function of total outlays and the
number of children (or family size). Exhibit A-5 depicts the estimated relationship between the
food share and total outlays for a childless couple (Kid = 0) and a family with one child (Kid =
1). The graph in Exhibit A-5 corresponds to the Engel assumptions. As total outlays increase, the
food share declines. When total outlays are held constant, families with one child will devote a
higher percentage of their outlays to food. This latter relationship is depicted by having the
relationship for one child to be “above” the relationship for the childless couple at all levels of
total spending.

To further illustrate the basis of the Engel method, assume that a family with one child has 7.S3
in total outlays and spends F'S3 percentage of 753 on food. If the equal food shares are a measure
of well-being across family types, then a childless couple with 752 amount of total spending

10 Thomas J. Espenshade, Investing in Children: New Estimates of Parental Expenditures (Urban Inst. Press, 1984).
' Harold Watts, “The Iso-Prop Index: An Approach to the Determination of Differential Poverty Income
Thresholds,” in Improving Economic Measures of Well-Being, ed. Moon & Smolensky (Academic Press, 1977).
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would be as well off as the family with one child and 753 of total spending. The difference in
total spending, 753 minus 752, represents the cost of the child to the parents. If the child was not
present, then the one-child family could reduce their spending by the difference and still be as
materially well off as they were without one child. Consequently, if the cost of the child
corresponds to the amount of total spending the family devotes to the child, then the percentage
of total spending devoted to the child would equal

TS3-T71S2
75 3

Exhibit A-5. The Engel Method

Engel Method

Food Share
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TS52 T3 Total Qutlays

Indirect Estimates—Rothbarth Method

A second indirect methodology is the Rothbarth method.'? Rothbarth suggested that by
examining how adult goods varied by family type and total spending, one could infer how much
total spending would be required to make families with and without children equally well off."
This approach is based on the observation that without any additional resources to the family,
parents must make “room” for the consumption of their children by reducing purchases that they
make for themselves. For the purposes of this study, expenditures on adult clothing are

12 See Appendix A-4 for a more theoretical justification of the Rothbarth approach and a critique.
1 Erwin Rothbarth, “Note on a Method of Determining Equivalent Income for Families of Different Composition,”
in War-Time Pattern of Saving and Spending, ed. Madge, Occasional Paper No. 4 (Cambridge Univ. Press, 1943).
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considered as a proxy for adult spending. If Rothbarth is correct, then spending on adult clothing
would fall as the number of children increases. This pattern exists in the CE data used for this

analysis; specifically, couples without children spend on average $2,251 on adult clothing, while
parents with one, two, and three or more children spend $1,787, $1,541, and $1,352 respectively.

To implement the Rothbarth approach, data from the CE are used to determine the relationship
between spending on adult goods (adult clothing) as a function of total outlays and the number of
children in the family. Exhibit A-6 depicts the relationship between spending on adult goods and
total spending for childless couples and families with one child. If adult goods are normal goods
for families, then as total spending increases, so too will spending on adult goods (i.e., both
relationships are upward sloping). If, as Rothbarth suggested, parents reduce their spending on
adult goods to make room for spending on children, then, with total spending held constant, the
relationship for childless couples should lie above that of the relationship for families with one
child, indicating that the presence of children should reduce spending on adult goods.

Again, consider a family with one child who has 753 dollars in total spending. It would be
predicted to spend AG3 dollars on adult goods. Note that the level of spending on adult goods is
determined by starting on the horizontal axis at 753 and then “going up” to the estimated
relationship for families with one child (Kid = 1) and across to AG3. The Rothbarth approach
would determine the level of total spending that the equally well-off childless couple would
require by asking what the level of total spending is for a childless couple such that they would
spend AG3 on adult goods. Just as in the Engel method, the difference between 7.S3 and 7.S2
would be identified as the cost of the child and used identically to determine the percentage of
the family’s spending, 753, that was allocated to the child.
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Exhibit A-6. The Rothbarth Method

Rothbarth Method
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Critique of Engel and Rothbarth Methodologies

Although most state guidelines were originally based on the 1984 Engel estimates produced by
Espenshade,'* subsequent research questioned the Engel approach.'’ While Appendix A-5
elaborates on the problems in the Engel method, it suffices to note here that there is growing
dissatisfaction with it. While the assumptions of the Engel methodology are consistent with the
empirical data, Deaton and Paxson have proposed additional tests of whether food shares are
truly a proxy for the family’s standard of living. In this study, the data on food shares fail to pass
these tests. A second concern pertains to the stability of the Engel estimates over time. After
Espenshade’s first set of Engel estimates, subsequent Engel estimates first increased and have
since declined. The most recent estimates are at a level that is even below that of the original
Espenshade estimates. This pattern of estimates over time stands in stark contrast to the relative
stability of other estimators of child-rearing expenditures. In previous studies, I have estimated
both the Engel and Rothbarth estimates; however, for the purposes of the present study, I will
focus on the approach that has a solid theoretical basis and has shown stability over time—that
is, the Rothbarth estimator.

' Espenshade, supra note 14.

"> Angus Deaton & John Muellbauer, “On Measuring Child Costs” (1986) 94(2) J. Political Economy 720-744;
Angus Deaton & Christina Paxson, “Economies of Scale, Household Size, and the Demand for Food” (1998) 106
(5) J. Political Economy 897-930.
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Empirical Implementation of the Rothbarth Model

The following functional form is used to describe the spending patterns of families on adult
clothing.'

18

ln(A[K, TS,X])_ HX )+ Tin(2+ K )+ /1]7{2 " KJ
In the equation, 4 denotes the dollar purchases of adult clothing; 7S is the total outlays in the
family; and u(X) is a set of characteristics of the adults in the family and other control variables.
For adult goods to be a proxy for the family’s well-being, increases in total spending should
increase spending on adult goods (4> 0). As additional children join the family, with total
spending held constant, adult spending (well-being) should decline. This latter condition requires
that

(t—-A)nQR+k)<0 or r<A.

Ignoring the impact that the relative age composition has on adult clothing purchases, this
restriction will be met if 71is less than A. This condition does not require 7to be negative.

The first step in the Rothbarth method is to calculate the level of total spending that a childless
couple would require so that the couple would spend the same amount on clothing as do the
parents with K children and 7Sk amount of total spending. For the above functional form, this
level of total spending would be equal to

-z

2 A

TS =TS x .
o~k [2+K)

Attributing the difference in total spending as the amount of spending that the parents devote to
their children, then the share of total spending that was devoted to the children would be equal to

-z
TSK—TS():]_[ 2 j i 2
TSK 2+ K

If T < A (with total outlays held constant and assuming that additional children lower spending on
adult goods), then the estimated percentage of total spending devoted to the children will be less
than their per capita share (33 percent, 50 percent, and 60 percent for one, two, and three
children respectively).

' Appendix A-6 contains a discussion of alternative functional form assumptions that could be made and reasons
this functional form was chosen.

147



While the Rothbarth method is consistent with consumer demand theory, economists also know
that the cost estimate of children it calculates will always underestimate the “true” cost of the
children."” For the Rothbarth estimates to accurately reflect the cost of children, the family’s
decision about spending on adult goods must not be influenced by changes in relative prices of
goods. If the family is unresponsive to changes in relative prices when deciding how much to
spend on adult goods, the reduction in spending on adult goods when the number of children
increases reflects purely a “real income” effect.

To empirically implement the Rothbarth approach, the following variables were used in the
estimation of equation 1:

u(X) variables:

black = 1 if the race of the reference person is black, 0 otherwise

hnohs = 1 if the husband doesn’t have a high school degree, 0 otherwise

hcollege = 1 if the husband has a four-year college degree, 0 otherwise

wnohs = 1 if the wife does not have a high school degree, 0 otherwise

wcollege = 1 if the wife has a four-year college degree, 0 otherwise

ww_wife = the number of weeks worked in the past year by the wife (range 0 to 52)
wfulltime = 1 if the wife worked more than 30 hours per week, 0 otherwise
bothwork = 1 if both the husband and wife worked in the previous year, 0 otherwise
ne = 1 if the consumer unit lived in the Northeast census region, 0 otherwise

south =1 if the consumer unit lived in the Southern census region, 0 otherwise
west = 1 if the consumer unit lived in the Western census region, 0 otherwise
Infsize = log of family size (2 + K)

Inpctout = the log of total expenditures divided by family size (in $1,000)
Inpctout2 = the square of /npctout

The inclusion of the square of per capita total family expenditures allows the share of total
spending devoted to the children to vary with the level of total spending. In the previous
discussion, this variable was omitted in order to derive explicit equations for the share of total
spending devoted to the children. Including this squared term requires other numerical
techniques to determine the amount of compensation needed to equate the well-being of families
with and without children.

While all of the spending variables were indexed, a series of dummy variables based on the year
in which the last interview for the consumer unit was conducted are included. They are:

v2004 = 1 if the last interview was conducted in 2004, 0 otherwise
2005 =1 if the last interview was conducted in 2005, 0 otherwise
v2007 =1 if the last interview was conducted in 2007, 0 otherwise

' For the “true” cost to be estimated, the family’s underlying preferences (utility function) must be known, which,
of course, will never be known.
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v2008 = 1 if the last interview was conducted in 2008 or 2009, 0 otherwise
where the omitted group was those units whose last interview was conducted in 2006.

To control for the number of interviews that were completed by the consumer unit, three dummy
variables in the analysis were included based on the following form:

complete3 = 1 if the unit completed only three interviews, 0 otherwise

where the omitted group was those units that had completed all four interviews.

The dependent variable in the Rothbarth approach is the log of the adult clothing purchases in
constant 2006 dollars.'® Families with no reported purchases of adult clothing had to be excluded
from the analysis sample (267 observations were dropped). The weighted Ordinary Least
Squares estimates of the adult clothing relationship (equation 1) appear in Exhibit A-7.

Exhibit A-7. Rothbarth Model Results

Source | Ss daf MS Number of obs = 7579
————————————— Fm e F( 19, 7559) = 232.43
Model 4084 .65629 19 214.98191 Prob > F = 0.0000
Residual 6991.54169 7559 .924929447 R-squared = 0.3688
————————————— e e Adj R-squared = 0.3672
Total | 11076.198 7578 1.46162549 Root MSE = .96173
lnagood | Coef. Std. Err. t P>|t]| [95% Conf. Intervall]
_____________ o D DD o o __________
Infsize .4293322 .0369313 11.63 0.000 .3569366 .5017278
Inpctoutl .9962632 .1207601 8.25 0.000 .7595397 1.232987
Inpctoutl2 .0449366 .020645 2.18 0.030 .0044667 .0854064
black .1295601 .0453639 2.86 0.004 .0406343 .218486

hnohs .1269009 .0442544 2.87 0.004 .04015 .2136517
hcollege .1237327 .0279765 4.42 0.000 .068891 .1785744
wnohs .0452611 .0487977 0.93 0.354 -.0503959 .1409182
wcollege .0915449 .0273338 3.35 0.001 .0379631 .1451267
ww_wife -.0102423 .0461714 -0.22 0.824 -.100751 .0802664
wfulltime -.0096063 .031322 -0.31 0.759 -.0710062 .0517936
bothwork .109359%94 .0398644 2.74 0.006 .0312141 .1875048

ne .0427151 .0350891 1.22 0.224 -.0260693 .1114994

south -.0391932 .0292822 -1.34 0.181 -.0965944 .0182081

west .0224001 .0323085 0.69 0.488 -.0409335 .0857337

y2004 .0832341 .0436156 1.91 0.056 -.0022647 .1687328

y2005 .0207813 .0362874 0.57 0.567 -.0503521 .0919146

y2007 -.0256344 .0339436 -0.76 0.450 -.0921732 .0409045

y2008 -.1509726 .0312618 -4.83 0.000 -.2122544 -.0896907
complete3 -.0447752 .0249432 -1.80 0.073 -.0936707 .0041204
_cons -4.228847 .1919546 -22.03 0.000 -4.605131 -3.852562

The Rothbarth approach is based on the assumption that when family size is held constant,
spending on adult goods will increase as total spending increases. The Rothbarth method also
requires that as the family size increases (i.e., the number of children rises) the adults will reduce
their spending on adult clothing. Exhibit A-8 displays the expected amount of spending on adult

' See Appendix A-3 for a description of the adjustment made to reported adult clothing to account for the fact that
the BLS includes clothing purchases for 16- and 17-year-olds as adult purchases.
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clothing for childless couples and families with children."” As required by the Rothbarth
approach, spending does fall as the number of children increases.

Exhibit A-8. Predicted Expenditures on Adult Clothing as a Function of Total Outlays (in $1,000)
for Childless Couples and Families With Children
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Rothbarth Estimates of Parental Spending on Children

Using the regression estimates of the adult clothing equation (Exhibit A-7), estimates of the
share of family spending devoted to the children can be computed for different numbers of
children as well as for specific levels of total spending. The Rothbarth method utilizing data from
2004 to 2009 yielded 23.5 percent, 36.5 percent, and 44.9 percent as point estimates of the
average share of spending devoted to one, two, and three children, respectively, when total
spending in the family is $55,000 (roughly average spending in the analysis sample). This
section will first compare these estimates to previous estimates and then will examine how the
estimates of the cost of children vary by level of total spending.

Comparing the Current Estimates to Previous Estimates
One of the earliest estimates of the cost of children was based on the 1972-1973 CE data.
Espenshade’s estimates of the cost of children using the Engel method published in 1986 were

' The figure has been constructed to reflect a couple living in the Midwest where both adults have a high school
education and only the husband works.
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used by many states to construct their initial child support guidelines in response to the federal
requirements set out in the 1988 Family Support Act.** For families with average levels of total
spending, his estimates were that 24 percent, 41 percent, and 51 percent of the family’s total
spending was devoted to one, two, and three children, respectively. Employing the same CE data
but with the Rothbarth approach, an earlier study (Lazear and Michael 1988) produced estimates
of the share of total spending of 19 percent, 31 percent, and 39 percent of total spending.”' These
estimates were considerably lower than the Espenshade estimates and implied more economies
of scale in consumption.

The 1988 Family Support Act not only required states to adopt child support guidelines but also
directed the U.S. Department of Health and Human Services to conduct research on economic
estimates of the cost of raising children. My 1990 study on the cost of raising children
represented the department’s response to this directive.” In this study, I estimated the Engel and
Rothbarth models (as well as numerous other approaches) using the CE data from 1980 to 1986.
This analysis showed that the Engel approach (33 percent, 49 percent, and 59 percent) was
almost identical to a per capita allocation. On the other hand, the Rothbarth approach produced
significantly lower estimates (24 percent, 34 percent, and 39 percent) than the Engel but higher
than the Lazear and Michael estimates. Compared to Espenshade’s estimates, while the estimates
for one child were identical, my Rothbarth estimates for two and three children were
considerably lower and much closer to the Lazear and Michael’s Rothbarth estimates. The
largest difference between the Rothbarth estimates was for the first child.

In 2000, I replicated my 1990 study using data drawn from the 1996—1998 CE data (first-quarter
1996 through first-quarter 1998). Compared to the 1990 estimates, the Engel estimates (30
percent, 44 percent, and 52 percent for one, two, and three children respectively) showed
economies of scale that were absent in the 1990 estimates but were still close to a per capita
allocation. While the Engel estimates declined slightly, the 2000 Rothbarth estimates showed a
slight increase (26 percent, 36 percent, and 42 percent) over the 1990 estimates.

In 2006, I produced a new set of Rothbarth estimates using data from 1998-2003 CE. The
estimated Rothbarth percentages were 26 percent, 37 percent, and 44 percent for one, two, and
three children, respectively. While the estimates for one child remained constant, there was a
slight increase in the spending shares for two and three children. For this study, I did not produce
estimates based on the Engel approach. However, a group of researchers at Florida State
University produced a set of Engel estimates using data from the 1998-2001 CE.*® Their
estimates of the share of total spending devoted to children were 22 percent, 38 percent, and 53
percent for one, two, and three children respectively. While the Florida State team employed

%0 (Espenshade, supra note 14.

*! Edward Lazear & Robert T. Michael, Allocation of Income within the Family (Univ. of Chicago Press, 1988).

?2 David M. Betson, Alternative Estimates of the Cost of Children from the 1980-86 Consumer Expenditure Survey
(U.S. Dept. of Health & Human Services, 1990),Univ. of Wisconsin, Inst. for Research on Poverty.

2 McCaleb et al., supra note 19, Thomas S. McCaleb, David A. Macpherson & Stefan C. Norrbin, Review and
Update of Florida’s Child Support Guidelines (Florida Leg., Nov. 2008).
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different estimation strategies than I did in my studies, the Engel estimates that they produced
were significantly lower than my 2000 Engel estimates for one and two children while estimating
roughly the same cost for three children. The release of the Florida State study represents the
first instance when an Engel estimate (for one child) was less than the corresponding Rothbarth
estimate (i.e., my 2006 Rothbarth estimates). A limitation to this comparison, however, is a slight
variation in the time period considered in the studies. My Rothbarth estimates encompassed the
same time period as the Florida State study as well as a few years of data beyond what the
Florida State study included.

Given the standard errors of the estimates of the cost of children (roughly 2 to 3 percentage
points based on earlier studies), the difference between the Engel and Rothbarth estimates for
one child is not statistically significant. The only statistically significant difference is that for
three children (53 percent versus 44 percent). However, the empirical outcome where the Engel
estimate is less than the Rothbarth estimate is troubling. It conflicts with a long-standing belief
that the Engel approach will always lead to an overstatement of the true costs of children, while
the Rothbarth will lead to understatement. For those using the estimates to gauge the adequacy of
child support guidelines, this dominate belief has justified the use of the Engel and Rothbarth
estimates to bracket the true cost of children. Historically, this belief has never been problematic
because the empirical evidence was never to the contrary (i.e., earlier Engel estimates were less
than earlier Rothbarth estimates); however, now that the most recent estimates indicate that the
upper bound (Engel) is below the lower bound (Rothbarth), it is problematic.

The origin of the “bracketing” thesis was from the paper by Deaton and Muellbauer (1986).*
Assuming the family made a choice between only two goods (i.e., food and all other goods),
Deaton and Muellbauer argued that because economists are never able to directly measure a
family’s well-being, both approaches would be approximations of the true cost of children.
Given the assumption of two goods, where Engel would be based upon food consumption and
the Rothbarth would be based on all other goods, they showed that the Engel method would
overstate the Rothbarth would understate the true cost of children. By implication, the Engel
could never be less than the Rothbarth. While the authors noted that the limitation of their
analysis was that it was based on the two-commodity good assumption, many researchers, based
upon the empirical estimates, began to generalize the Deaton and Muellbauer result to all
situations regardless of the number of goods available for household consumption. Appendix A-
5 offers a more detailed critique of the Engel approach and offers an example that demonstrates
that when there are three goods, it is quite possible for the Engel not only to be less than the true
cost of the children but also less than the Rothbarth estimates. The constructed example is also
consistent with the general historical trend in child cost estimates. While the Rothbarth estimates
are slightly increasing, the Engel estimates are drastically falling. The conclusion reached in
Appendix A-5 is that the Engel model has no theoretical basis and is an ad hoc procedure. As
such, there is no reason for it to be well behaved nor trusted to provide evidence of the cost of

 Deaton & Muellbauer, supra note 230.
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children. It was for these reasons that I decided not to continue to produce Engel estimates in
2006. But, when pressed to offer Engel estimates, I am sure to warn economists and
policymakers of its lack of theoretical foundation and its potential problems.

In 2008, the Florida State team released a second set of Engel estimates using the 2004—2006
CE.* While the Florida State team does not report the estimated share of total spending devoted
to children, I have taken Florida State’s regression model estimates and computed the implicit
percentages.”® Based on Florida State’s regression estimates, their Engel estimates were 17
percent, 29 percent, and 35 percent for one, two, and three children, respectively. Compared to
my 2006 Rothbarth estimates, the Florida State Engel estimates are lower for each number of
children.

The last set of estimates considered in the comparison is the estimates I produced for this study.
Earlier, I reported that the Rothbarth estimates using the 2004-2009 CE data were, respectively,
24 percent, 37 percent, and 45 percent for one, two, and three children. While not significantly
different from previous Rothbarth estimates using data from 1980 to the present, they are
significantly larger than the 2008 Florida State Engel estimates. To investigate whether
differences in data sets were responsible for this reversal in estimates, I estimated an Engel
model using the data for this study. Without going into the details of the estimation, I will note
that the only real difference between the Engel and Rothbarth models is the dependent variable
in the multivariate regression model. Instead of using the spending on adult goods (which is the
basis of the Rothbarth model), the dependent variable in the Engel model is the logistic
transformation of the share of total outlays spent on food at home. The Engel estimates that I
produced are 21 percent, 33 percent, and 41 percent for one, two, and three children,
respectively. These estimates suggest that it is not the choice of the sample but the method that is
producing the results.

The next three exhibits (Exhibit A-9, A-10, and A-11) were constructed to facilitate a
comparison of the USDA, Engel, and Rothbarth estimates over time. Exhibit A-9 depicts the
historical record of estimates for one child, Exhibit A-10 depicts the historical record of
estimates for two children, and Exhibit A-11 depicts the historical record for three children.
Since all of the estimates consider multiple data years, each estimate is plotted at the midpoint of
the data years. For example, the estimates from the current study used data from 2004 to 2009, so
they were plotted for 2006. For comparative purposes, the graphs also include the per capita
allocation for each number of children (33 percent, 50 percent, and 60 percent).

The trends in the three exhibits illustrate that the Rothbarth estimates are relatively stable over
time while the Engel estimates are relatively unstable over time. Specifically, since the Rothbarth
trend line is fairly straight, it is more stable. In contrast, because the Engel trend line fluctuates

> McCaleb et al., supra note 19.

26 The most recent USDA study reports percentages that purport to be from the 2008 study but in reality are the
estimation results produced by a graduate student performing a sensitivity test using data from the 1998-2001 CE
(the data used in the 2004 study).
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up and down, it indicates instability. While my 1990 Engel estimates appear to be high relative to
Espenshade’s estimates and my 2000 Engel estimates, the differences in estimation procedures
between Espenshade and my studies make it difficult to compare his estimates to my 1990
estimates.”” The methods that I employed and those of the Florida State researchers are much
more similar, and consequently the trend line could arguably start with my 1990 estimates.
Starting at this point, the historical trends clearly indicate that the Engel estimates have been
falling over time, while the Rothbarth estimates have been relatively stable, if not slightly
increasing, for two and three children.

The ultimate question, however, is which trend line is the most reflective of actual child-rearing
expenditures over time. Again, I argue in favor of the Rothbarth estimator over the Engel
estimator. As noted earlier, Appendix A-4 constructs a theoretical justification for the Rothbarth
methodology and demonstrates that the Rothbarth estimates will likely understate the true cost of
children but will never overstate them; and Appendix A-5 demonstrates that because the Engel
method does not have a theoretical basis, its properties are unusable. The Engel estimator could
overstate or understate the true costs of the children. Its estimates could be greater, or less, than
the Rothbarth estimates. In all, the relationship, if any, between the Engel estimator and the true
costs of child rearing or the Rothbarth estimator cannot be determined other than to say the Engel
estimator is unlikely to reflect the true costs of child rearing. For these reasons and others
detailed in Appendix A-5, I cannot recommend using the Engel estimates as the basis of child
support guidelines or for assessing the adequacy of child support guidelines. While I cannot
purport that the Rothbarth is closer to actual child-rearing expenditures than other estimators, |
have confidence in the Rothbarth approach because it does have a theoretical basis and is
relatively stable over time.

In addition to tracking the Engel and Rothbarth estimates over time, the exhibits consider the
USDA estimates over time. While the USDA annually publishes its estimates, in reality the
estimates it releases are not produced anew each year but are updated by inflation adjustment.
Consequently, the USDA percentage of total spending devoted to children will not change over
time. These percentages will change only when the USDA re-estimates its model by referencing
new CE data or changes its methodology as it did when it altered the treatment of housing in its
2008 estimates. With this caveat spelled out, however, the trend lines in the exhibits show that
the USDA has always exceeded the Rothbarth estimates and was below the Engel estimates until
recently.

?7 Espenshade utilized a model that was linear in the food share and total spending, while I used a proportional effect
model expressed in the log of food share and total spending. Appendix A-6 describes the differences this alternative
functional form assumption implies for the estimation of the cost of children.
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Exhibit A-9. Estimates of the Proportion of Spending: One Child
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Exhibit A-10. Estimates of the Proportion of Spending: Two Children
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Exhibit A-11. Estimates of the Proportion of Spending: Three Children

60
|

55
/

Percentage of Spending Devoted to Children
45 50
| |
X
# - %

40
|

(Tl
L
1970 1980 1990 2000 2010
Per Capita ——— USDA
—®— Engel Approach Rothbarth Approach

Marginal Cost of the Second and Third Child

Another consideration for the estimates of the cost of children is how families alter their
allocation to the children if additional children are added to the family. For example, consider the
situation where the family employs a per capita allocation. With one child, then, the family
would allocate 33 percent of the family’s spending to the child. If a second child were added,
then a per capita allocation would imply that 50 percent of the family’s spending would be
devoted to the children. This infers that a family would spend 50 percent more on their children
because of the presence of the second child (50 percent = 100 X (50 — 33.3)/33.3). If a third child
is added, then 60 percent of the family’s spending would be allocated to all three children and the
marginal impact of the third child would be an additional 20 percent in spending. Exhibit A-12
presents the marginal costs of the second and third child for the various estimates.
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Exhibit A-12. Additional Costs of the Second and Third Children

Increase in Child Spending Due to:

Second Child Third Child

Per Capita 50% 20%
USDA

2009 Report 48 18

1995 Report 62 14
2004—2009 CE (Betson 2010)

Engel 58 25

Rothbarth 55 23
2004—2006 CE (McCaleb et al. 2008)

Engel 71 21
1998—2003 CE (Betson 2006)

Rothbarth 46 19
1998—2001 CE (McCaleb et al. 2004)

Engel 73 39
1996—1998 CE (Betson 2000)

Engel 46 18

Rothbarth 40 16
1980—1986 CE (Betson 1990)

Engel 48 20

Rothbarth 41 13
1972—1973 CE

Engel (Espenshade 1986) 71 24

Rothbarth (Lazear & Michael 1988) 63 26

The Rothbarth and Engel estimates from the current study represent the first time that I have
found the marginal cost of the second and third child to exceed marginal costs reflected in a per
capita allocation. In all previous studies, the marginal cost of the second and third child were less
than those implied by a per capita allocation. A relatively high marginal cost for the second child
may reflect “high” estimates for two children or “low” estimates for the first child. When my
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2006 Rothbarth estimates are compared with the Rothbarth estimates from the current study the
difference between the cost of one child between the two studies (i.e., 25.2 percent in my 2006
study compared to 23.5 percent in this current study) is responsible for the increase in the
marginal cost of the second child. In contrast, the differences in the levels for two and three
children are roughly equal between the two studies (i.e., 36.8 and 36.5 percent for two children,
respectively, in my 2006 and current studies; and, 43.8 and 44.9 percent for three children,
respectively, in my 2006 and current studies).

Estimates by other researchers produce even higher marginal costs for the second and third child
(especially for the second child) than my estimates. The sole exception to this observation is the
current USDA estimates, which are more similar to my earlier estimates. Those earlier estimates
implied marginal costs for a second and third child that are smaller than what is implied by a per
capita approach.

Effect of Total Spending

The previous comparisons have focused on the “average family.” The experience of any family
will most likely depart from this hypothetical family for factors that are unobservable to the
courts and other factors that are, indeed, observable. Other than the number of children, one
factor that can easily be discerned is the income of the family. While income may be what the
courts will examine, a more appropriate economic comparison is whether child-rearing
expenditures vary with total family expenditures. That is, do families that spend more in general
also spend proportionally more on their children? The focus on total expenditures rather than
income obviates the need to address how tax consequences and household savings decisions
affect total family expenditures. This section of the report will examine how parental spending
on children differs by the family’s level of total spending.

Exhibit A-13 presents the current Rothbarth estimate of percentage of total spending devoted to
the children as a function of total outlays for one, two, and three children. This marks the first of
my estimates in which the percentage of total outlays devoted to child rearing increases with
total outlays. In all previous studies, I have found that the percentage of expenditures devoted to
children declines with total spending. For example, Exhibit A-14 represents the Rothbarth
estimates from my 2006 study as a function of the total outlays of the family.
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Exhibit A-13. Current Rothbarth Estimates of Parental Sharing by
Total Outlays (in $1,000) for One, Two, and Three Children
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In my 2006 study, I reported that over time the relationship between the cost of children and total
spending had become “flatter,” implying that all families, regardless of total spending, devoted
roughly the same percentage of their spending to their children. While the upward trend has
continued, I am not certain how much faith to place in the result, even though the increases are
statistically significant. My caution is due to the fact that I cannot determine a reason for this
result to occur. In my 2006 study, I put forth a possible explanation that was based on problems
in estimating a nonlinear relationship between child spending and total outlays when the sample
is limited in the range of total outlays. While it is possible that my previously provided
explanation is true, I do not find it completely satisfying.

Another possible explanation may lie in the fact that the definition of total spending used in this
study and the 2006 study differs from the previous definition used in other studies. In previous
studies and the Florida State studies, the measure of total spending reflected the BLS definition
of total expenditures, as opposed to outlays, used in this study. The primary difference between
outlays (used in the current and 2006 studies) and expenditures is that outlays will reflect the
family’s principal payments toward all debt, while expenditures will not. Consequently, for
families with debt that are paying off the principal, their level of total spending will be higher
than it would have been had expenditures been used as the measure of total spending. When the
Rothbarth model is reestimated using expenditures as a measure of the family’s total spending,
the result is that as family spending increases, the percentage of spending devoted to the children
falls. The decline is statistically significant, although modest in comparison to the declines that I
estimated in my 1990 study.

The general conclusion that can be reached from these comparisons is that estimates of spending
on children in wealthier families (as indicated by families with high levels of total spending) has
been rising relative to what estimates of previous studies would predict. While this could reflect
a true increase in spending, the possibility that it is a statistical artifact reflecting sampling
variability, extrapolating to levels of spending considerably away from the mean, or the
nonlinearity of the relationship between spending on adult clothing and total spending cannot be
ruled out. Although there is some evidence that high-income families are spending more on their
children today than in the past, the evidence is not conclusive. The analysis prepared for this
report indicates that families with high levels of spending are spending a higher percentage of
their family’s total spending on their children, but other analyses find that families with high
levels of income are spending less of their disposable income today than in the past.
Consequently, it is not completely clear whether high-income families are spending more or less
today. For example, consider a high-income family who spent 55 percent of their disposable
income and allocated 32 percent of their total spending on their two children. If the same family
today were to spend 36 percent of their total spending on their two children, the family would
have to spend 48.9 percent of their disposable income in order to spend the same dollar amount
on their children.
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Impact of Alternative Assumptions

So far the discussion has focused on the various methodologies used to measure child-rearing
expenditures and the impact of one particular methodology over another on the estimated values.
Other assumptions necessary for producing estimates could also affect the levels of the estimates.
These other assumptions concern variable definition, functional form choices, and criteria used
for inclusion of households in the analysis sample. This section examines the effect of six
alternative assumptions on the estimates of the cost of children developed for this study.

To implement the Rothbarth model, I relied on family spending on adult clothing as a proxy for
expenditures for adult goods. The CE definition of adult clothing could be problematic, however,
because it includes purchases made for older children. The BLS aggregates all apparel
expenditures for individuals 16 years and older as adult clothing. To adjust the data for this
potential problem, I assigned a proportion of the reported adult clothing purchases to the parents
where the proportion is equal to the number of parents (two) relative to the number of family
members who were 16 years and older. For example, if the family had one child who was
between 16 and 18 years old living in the family, then I would attribute two-thirds of the reported
adult clothing to the parents and the remaining one-third to the older child. An alternative choice
would be to use the reported purchases of adult clothing.

Another variable definition issue exists in the definition of total spending. As I have noted, |
chose to utilize the BLS definition of total outlays minus social security taxes and payments to
pension plans. One alternative is to use total expenditures minus social security taxes and
payments to pension plans. The difference would be principal payments on debt. In short, the
estimates developed for this study include principal payments in the definition of total spending,
while the alternative is not to include them in the definition of total spending.

The next two alternative assumptions pertain to functional form. The model developed for this
study estimates the effect of the log of family size and the log of per capita total outlays in order
to estimate using the Rothbarth model. One alternative would be to estimate separate effects for
each number of children by using dummy variables in lieu of using the log of family size. A
second alternative would be to control for the log of total outlays instead of the log of per capita
total spending. The rationale for examining these two alternatives is that the Florida State
researchers employed both of these functional form choices rather than the assumption used for
this study.

The final two alternatives relate to the construction of the sample. The Florida State researchers
excluded families with top-coded reported incomes. (Top-coding is discussed in greater detail in
Appendix A-2.) In this study, a similar exclusion was deemed unnecessary. Typically,
observations with top-coded income are excluded when income is a key variable in the
estimation; however, this study considered total outlays, not income. Further, top-coded income
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does not necessarily imply top-coded outlays. A final point is that excluding families with top-
coded reported incomes would significantly reduce the number of cases for analysis.

A second sample restriction that I have consistently employed in this study as well as previous
studies is that families must have completed at least three surveys to be included in the study
sample. The rationale is that measurement errors in the adult clothing and total spending
variables are fewer if there are more data from the consumer. One alternative would be to

consider families with four completed surveys; another alternative is to consider all families even

if they participated in only one quarterly interview. The latter was explored in this analysis.

In all, 64 (= 2°) variations of the Rothbarth models (as appeared in Exhibit A-7) were estimated
by using different combinations of the six alternative assumptions described above. Exhibit A-7
contains the results from one of the 64 sets of estimates. For each set of estimates, I computed
the percentage of total outlays devoted to one, two, and three children in a family with $55,000
of total outlays. To analyze the average effect of each of these six choices, I regressed the
estimate of the cost of children on six dummy variables reflecting the choice being utilized to
produce that estimate. The six dummy variables were:

ragood =1 if reported adult clothing purchases is used, 0 if the adjusted purchases is used

expend =1 if total expenditures is used for total spending, 0 if total outlays is used

kid =1 if “kid” dummies are used to capture the effect of family size, 0 if log of family

size is used

level =1 if log of total spending is used, 0 if log of per capita total spending is used

topcode = 1 if consumer units with top-coded incomes are excluded, 0 if consumer units with

top-coded incomes are included

useall =1 if all consumer units are included, 0 if only consumer units with at least three

completed surveys are included

Exhibit A-15 presents the results of this analysis for one, two, and three children separately.
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Exhibit A-15. Impact on Alternative Assumptions on Estimates of the Costs of Children

Source

Model
Residual

251.23105
24.48183

One Child

6 41.8718416
57 .429505789

Number of obs
F( 6, 57)
Prob > F
R-squared

Adj R-squared
Root MSE

= 64
= 97.49
= 0.0000
= 0.9112
= 0.9019

.65537

topcode

-3.521732
1.31123
-.2792038
.2356505
.1339871
1.195233
23.30416

-3.84982
.9831423
-.6072912
-.0924369
-.1941003
.8671452
22.87014

-3.193645
1.639317
.0488836
.5637379
.4620745
1.52332
23.73817

Model

497.218703
8.27998023

Number of obs
F( &6, 57)
Prob > F
R-squared

Adj R-squared
Root MSE

64
570.48
0.0000
0.9836
0.9819
= .38113

-4.247313
1.162604
.3404263
.099334
-.2217393
3.392628
35.80947

Std. Err t P>|t]|
.1638417  -21.49  0.000
.1638417 8.00 0.000
.1638417 -1.70 0.094
.1638417 1.44 0.156
.1638417 0.82  0.417
.1638417 7.30 0.000
.2167422  107.52  0.000
Two Children
daf MS
6 82.8697839
57 .145262811
63 8.02378863
Std. Err t P>|t]|
.0952834  -44.58  0.000
.0952834 12.20  0.000
.0952834 3.57 0.001
.0952834 1.04 0.302
.0952834 -2.33  0.024
.0952834 35.61  0.000
.1260481  284.09  0.000

-4.438115
.9718021
.1496246

-.0914677
-.412541

3.201827
35.55706

-4.056511
1.353406
.531228
.2901357
-.0309376
3.58343
36.06188

Model

595.767984
10.7057354

Three Children

6 99.2946641
57 .187819919

Number of obs =

F( 6,
Prob > F
R-squared
Adj R-squared
Root MSE

57)

64
= 528.67
= 0.0000
= 0.9823
= 0.9805
.43338

topcode
useall
__cons

[95% Conf.

Intervall

-4.930283
1.426803
-.2070438
-.0236923
-.2796465

3.28183
44 .62514

Std. Err t
.1083455 -45.51
.1083455 13.17
.1083455 -1.91
.1083455 -0.22
.1083455 -2.58
.1083455 30.29
.1433276 311.35

-5.147242
1.209845
-.4240019
-.2406503
-.4966046
3.064872
44.33814

-4.713325
1.643761
.0099143
.1932658
-.0626884
3.498788
44.91215

Source: Calculations by author.
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The two alternative variable definitions (i.e., the definition of adult clothing and the definition of
total expenditures) do have a substantive and significant impact on the estimates of the cost of
children. The use of reported adult clothing purchases instead of some adjustment to reflect the
presence of older children will attribute spending on older children to the adults.
Consequentially, the alternative assumption (which does not adjust for some adult clothing being
consumed by older children) reduces the estimates of spending on children. The estimates
indicate that the effect is substantial and increases with the number of children. The latter makes
sense because as the number of children increases, the probability of having older children
should increase and so too the problem of using reported purchases.

The use of expenditures in lieu of outlays has a significant impact on the estimates. It increases
the estimated cost but seems to be independent of the number of children. One possible
explanation is that ignoring principal payments affects the estimates of child-rearing
expenditures more so than total spending by the family.

The alternative functional form assumption to control for family size (i.e., dummy variables to
represent the number of children instead of log of family size) does not have a substantive impact
on the estimates, on average. The use of “kid” dummies, however, is significantly different, but
the direction of the difference varies with respect to the number of children. For one and three
children, the use of dummies, on average, lowers the cost estimates, while for two children it
increases the cost estimates.

Excluding consumer units with top-coded incomes does not have a substantive impact on the
estimates, but they are statistically significant for two and three children. The more interesting
result concerns the impact of excluding consumer units if they have less than three completed
interviews (i.e., the useall variable). As discussed earlier, the alternative assumption explored for
this analysis was to include consumer units with at least one interview. For two and three
children, the alternative assumption raises the cost estimates by roughly 3.3 percentage points.
For one child, the effect is smaller (1.2 percentage points) but also significantly different from no
effect.

With the exception of the use of adjusted adult clothing purchases, this analysis suggests that the
assumptions used to derive the estimates in Exhibit A-7 effectively lower the estimates of
parental spending on children.

Conclusions

In this report, I have examined alternative methods of determining the amount of parental
spending on children. Each method has its strengths and its weaknesses. The USDA approach is
direct and hence more transparent than either the Rothbarth or Engel method. However, with
simplicity comes a reliance on assumptions that are certain to be wrong. The Rothbarth method
requires other assumptions to identify how much more or less spending families of different
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compositions need to maintain a given standard of living. The validity of the Rothbarth
assumptions should also be questioned. Nevertheless, given the replication of these and their
relative stability over time, both of these methods deserve attention.

Where does that leave policymakers who want to use estimates of child-rearing costs? I would
argue that of the approaches that have been examined in this research, it is the Rothbarth method
that is the least objectionable. While the assumptions needed to identify this approach are strong,
there is no empirical evidence that the assumptions are wrong. Some might object to whether
adult clothing, which constitutes less than 5 percent of a family’s total spending, provides a
reliable basis for estimating the cost of raising children, but given the precision to which the
family’s decision of how much clothing to purchase is affected by family size, composition, and
total spending, the cost of children can also be estimated with a degree of precision comparable
to other methods. The only significant problem with this approach lies not with method but with
the data.

The findings presented in this report suggest that parental spending on children in families with
average levels of spending has not significantly risen or declined since the 1980s. The only
exceptions to this conclusion are the Rothbarth estimates for two and three children that have
shown a steady increase over time. Given that the estimates for one child have not significantly
been changing, these results suggest a loss in the economies of scale in consumption for the
second and third children in the family.

A natural question to ask at this time is whether to continue to use the estimates from earlier
studies or to move toward the estimates from the current research. This study has been able to
construct a sample of sufficient size to increase the confidence in the results, but most
importantly, this study has used the most recent data available. Consequently, I can recommend
the use of these new estimates for construction of child support obligation tables, with the
understanding that they are used in conjunction with recent data on the relationship between
family disposable income and family total spending.
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APPENDIX A-1

Annual Versus Quarterly Data

The data for this study was drawn from the Bureau of Labor Statistics (BLS) Survey of
Consumer Expenditures (CE). This continuing national representative survey samples consumer
units and interviews them on a quarterly basis up to five times. The data used for this analysis
construct annual family data from families that had at least three interviews regardless of
whether the interviews occurred within the same year or different, but consecutive, years.

Only the last four interviews appear in the public use file. A consumer unit may refuse to answer
the survey or the BLS is unable to contact the consumer, and consequently fewer than four
completed interviews for a consumer unit may be available in the public use file. Additionally,
given the sample design, if a fixed calendar period of time is used (e.g., all interviews conducted
from January 1 through December 31 of a given year), it is impossible to capture many families
who have completed four interviews. Specifically, limiting the sample to a calendar year is likely
to result in one out of seven consumer units having completed four interviews, three out of seven
consumer units having interviews from the previous year, and three out of seven consumer units
having interviews that will be conducted in the next year. This appendix examines whether it
makes a difference if the analysis considers expenditure data on a quarterly or annual basis.
Specifically, one alternative time unit of observation is the quarter in which each quarter’s data is
treated as a separate observation.

The BLS recommends that the quarterly interviews be treated as independent samples for
analysis. The USDA follows this recommendation when constructing its estimates of the cost of
children. In contrast, most economists producing estimates of the cost of children using indirect
methods, such as the Engel or Rothbarth, rely on an annual time period and aggregate the
quarterly data into a single observation for each consumer unit.

To illustrate the difference between the two approaches, consider an expenditure concept such as
spending on adult goods, food consumed in the home, or even total expenditures. Denote this
expenditure concept by X and let

X,i = the observation of X for the ith consumer unit from the gth quarterly interview and

Qj = the total number of quarterly interviews from the ith consumer unit (the maximum
number of interviews would be 4).

Assume that the ith consumer unit has only three quarterly interviews (Q; =3) in the sample;
hence the ith consumer would appear three times in a quarter-based sample and each quarterly
value of X would be “annualized” (4X;;, 4X5i, 4X3;). When the quarterly data are annualized for
each consumer unit, the consumer unit would appear only once, with a single value for X; as
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Annualizing the expenditures by consumer unit eliminates the quarterly variation in expenditures
while recognizing that the data are coming from a single consumer unit.

If there is only a small amount of variation across a consumer unit’s quarterly observations, the
issue of the use of a quarterly versus annual time unit would seem inconsequential. In contrast, if
there is significant variation across time for a given consumer unit, the choice of time unit may
affect the analysis. This could hold especially true where variation is due to zero expenditures for
a particular good in one quarter, while expenditures for the same good are made in other
quarters. The variation is likely to depend on the type of the good. For example, although
expenditures on food and total expenditures display some variation across time for a consumer
unit, they vary little from quarter to quarter relative to expenditures on adult clothing; hence,
quarterly differences in food and total expenditures make little difference in the analysis. In a
quarterly sample of consumer units consisting of two married adult units with and without
children, the coefficient of variation is .17 for total expenditures and .22 for food at home, but
1.01 for adult clothing, roughly five times more than the other two categories. This suggests that
an Engel methodology would be relatively unaffected by the choice of time frame, while the
Rothbarth could be.

While the remainder of the appendix examines the effect of the choice of time unit for the
analysis, it is helpful to recall that indirect measures of the cost of children (i.e., Engel and
Rothbarth) reflect the estimation of two separate effects. One effect is the impact of children on
the expected value of the consumption of a good (i.e., as measured by the difference in the
expected consumption of a good by a unit with a child and one without a child, holding total
spending constant). The second effect is the corresponding “income” effect (i.e., how spending
on the good changes as total spending increases). Most of this appendix considers the impact of
the time period of analysis on the first effect. With regard to the income effect, the use of an
annual time period will likely produce less biased estimates compared to the use of the quarterly
time unit. To illustrate this, assume that any quarter’s value of total spending reflects three
components: a permanent component, a transitory component reflecting macroeconomic
conditions, and measurement errors. By using an annual time frame, the third component (i.e.,
the measurement error) should be reduced, and, consequently, so should deviations of the
observed value of total spending from its permanent component. If individuals make their
spending decisions based on the permanent component of total spending, the use of quarterly
data in lieu of annual data should “bias” the estimate of the “income” effect downward. With all
other estimates held constant, this should increase the estimated cost of children. It should be
noted that, given that there is little variation in total spending for any consumer unit, the expected
effect is unlikely to be large. Finally, the question of measurement error in spending on either
adult goods or food should not affect the estimates of the cost of children. It will only serve to
raise the estimates of the mean squared error in the models.
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In my opinion, the case for the use of annual period is unquestionably the right choice. In the
remainder of the appendix, I will formally examine how the “sample selection” on the part of the
individual consumer units may affect the estimates based on the use of quarterly, as opposed to
annual, time period.

Sample Selection and Time Unit

If we compute the mean of annual amounts based upon treating each quarter independently
versus using the available data for each consumer to construct its “annual” value of X, the
respective means would equal

_ N O — N 4 Y
XQuar[er:N— Z 24)( XAI’II’!UGI Z ZX
> o, = a=l 1 Qg=1
1

i=1
If every consumer were represented in the sample four times (the maximum number of possible
interviews), then it is clear that both approaches would yield identical values. However, when
some consumers have fewer than four interviews, differences between the two methods will arise
and will depend on how completion of the four interviews is related to value of X,
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where

_ N
= ﬁ 2.0
i=l
equals the average number of completed interviews, N, represents the number of consumer units
who have completed ¢ interviews (¢ = 1 to 4),
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N
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equals the average quarterly value of X for those have completed ¢ interviews, and ¢. (= N./N) is
the proportion of consumer units that completed ¢ interviews.

If x. is independent of the number of completed interviews (in other words, the average X is the
same for all four groups), then it can be shown that
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and, consequently, both methods of computing the average should yield the same value.
However, if there is a systematic relationship between a given number of interviews and the
average value of X, then how the average value is computed will influence the value of the mean.
If completion of interviews is associated with higher values of X (i.e., as the number of
completed interviews increases, x. also increases), then the average value computed from the
quarterly observations would exceed the mean computed from the annualized values of X for
each consumer unit. However, if there is a negative correlation between completing interviews
and the average quarterly value, then the average computed from the “annualized” values would
exceed the average, assuming the quarterly observations are independent of each other.

Variability of X and Choice of Time Frame

Assuming that there is no correlation of X with the individual’s decision to complete the
interview, is it possible that the quarterly variations of X could create a systematic relationship
between the mean of X and the number of interviews completed? This would occur if only
nonzero values of X are employed in the analysis, as in the situation when analyzing the /n(X).

To illustrate this potential source of correlation, assume that X takes on only two values, 0 and
X*. where the value of X* occurs with probability equal to p. Now, consider that X is positive for
purposes of attempting to estimate the annual value of X. For those units who completed only
one interview, p percent would have X*, and the rest would be zero. Consequently the “annual”
mean of those units who completed only one interview and had a nonzero value of X would be
4X*. Now, for those who have completed two interviews, p> would have X* in both quarters or
4X* on an annual basis. Another portion of the population (-2(1-p)p) would have X* in one
period and zero in the other. On an annual basis, this is equal to 2X*. The remaining (1-p)*
would have zero X in both periods. The average annual value of X when X was nonzero on
observational basis would be

=, Py )+2p(1 PICX*)_ A “+p(1-p) (X )<4X*=X,.
P2+ 2p(1-p) PP+ 2p(l-p)

In general, for ¢ >1 we can determine the relationship between the mean of X of those with ¢
completed interviews and the mean of X with those who have completed ¢ —1 interviews as
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Consequently, variability in X can create a difference in the estimates of the mean of X based on
annual and quarterly time units that is similar in nature to the differences created by sample
selection.

While differences between annual and quarter time periods will exist in the presence of
variability of X or sample selection processes, these differences will have an impact on the
estimates of the cost of children only to the extent there is a differential effect by demographic
factors (e.g., the effect of time unit choice is different for childless couples than for units with
children).
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Exhibit A-1-1. Percentage Difference From Overall Mean of Group

Number of
Completed Interviews

A WO N -

Overall Mean

Number of
Completed Interviews

A WON -~

Overall Mean

Number of
Completed Interviews

A WODN -~

Overall Mean

Food at Home

Number of Children

0 1 2
—2.6% —1.7% —-1.9%
2.4 -3.2 2.2

0.3 1.7 -0.1

3.0 4.0 2.3
$4,440 $5,267 $6,172

Adult Goods
Number of Children

0 1 2
10.1 204 15.0
-3.2 79 -6.5
—-6.5 -12.9 -1.5
-1.8 -34 —4.2
$2,409 $1,967 $1,623

Total Spending
Number of Children

0 1 2
—6.1% —2.3% -3.0%
-1.4 -10.1 -3.7
-3.3 -3.2 -3.3

6.8 9.0 7.4

$49,588 $53,202 $57,636

174

3 or more

—3.8%
3.1

-2.6
26

$6,841

3 or more

13.9%
7.1
-11.8
-5.0

$1,486

3 or more

—8.6%
8.8

—6.4
5.0

$58,913



Percentage Difference From Overall Mean of Group

Ln(food share/nonfood share)

Number of Number of Children

Completed Interviews 0 1 2 3 or more
1 2.2% 0.7% 1.6% 3.3%
2 -0.0 2.9 1.9 0.6
3 0.7 2.2 1.3 1.0
4 -2.0 -3.2 -2.5 -3.4

Ln(Adult Goods in $1,000)

Number of Number of Children

Completed Interviews 0 1 2 3 or more
1 50.4% 32.9% 17.7% 18.3%
2 -31.1 -23.8 -25.6 -2.0
3 411 —41.3 -12.0 -21.4
4 2.1 9.3 7.7 24

Ln(Total Spending in $1,000)

Number of Number of Children

Completed Interviews 0 1 2 3 or more
1 -2.5% -1.3% -1.5% -2.5%
2 -0.6 2.2 -1.3 0.8
3 -0.1 -1.1 -0.5 -0.9
4 2.2 2.8 1.8 2.0
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APPENDIX A-2

Construction of Analysis Sample

The data for this study was drawn from the Consumer Expenditure Survey (CE) by selecting all
of the quarterly interviews conducted from January 2004 through March 2009. This represented
152,289 quarterly interviews. Since the same consumer unit could be interviewed up to four
times, the number of unique consumer units is considerably smaller. The initial BLS sample for
this time period represented 57,741 separate consumer units.

Since the intent of the analysis was to construct for each observation an annual picture of the
family’s spending decisions, each family (consumer unit) was characterized based on its
characteristics reported in the last quarterly interview that it provided. In turn, the quarterly
interviews from previous interviews were respectively used to construct the spending data for
each family.

Since the purpose of this study is to examine how married parents living in the same household
allocate their total spending to their children, the analysis sample should reflect only husband-
wife families. The CE includes a summary variable in the public use file that was used to select
only consumer units headed by a married couple. This variable was FAM TYPE, and only those
records that had a value of less than 6 were chosen. This selection eliminated single-parent
families with children, individual adults living alone, and groups of unrelated adults. This
selection criterion eliminated more than half of the original sample (29,413 consumer units),
leaving 28,328 consumer units.

The remaining consumer units included a varied group of types of families ranging from families
composed of husbands and wives living alone; families living solely with their own children
under 18 years old; families living with children other than their own children; families living
with children both under and over 18 years old; families living with their own children who were
all over 18 years; and families living with relatives such grandparents, aunts, or uncles. Instead
of trying to model these complex living arrangements, the analysis sample was limited to two
groups of husband-wife families: husbands and wives living by themselves, and husband-and-
wife families who were living solely with their own children under 18 years old. This selection
was achieved by limiting the total number of adults and nonrelated children to two. This criterion
reduced the sample by 6,381 consumer units, leaving 21,947 units in the sample.

The inclusion of childless couples serves as a reference group for the estimation of the cost of
children. Consequently, the ages of the husband and wife in these childless couple units should
reflect the ages of the parents with children. The age threshold of 60 years old was used to
eliminate childless couples who were of the likely age of their counterparts who have children
under 18 years old living with them. Eliminating families where either adult was more than 60
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years old dropped 5,926 childless couples from the sample and 108 families with children. This
left 15,895 families in the sample.

The next sample selection criterion was performed to not allow “outliers” to overly influence our
estimates. We dropped from the sample any family with more than six children. This resulted in
the loss of 18 families, leaving 15,895 observations in the sample.

The previous selections were made using the information provided from the unit’s last interview.
Since the spending information was to be constructed from the previous interviews, any
consumer unit whose size or family status changed from the previous interviews was eliminated.
For example, a child could have been born, the couple could have become married, or someone
could have been living in the unit and left during the prior nine months. The criterion that the
size and composition of the unit had to be stable across all of the interviews eliminated another
1,281 families, leaving a total of 14,614 husband-wife families with and without children in the
analysis sample. In this sample, there were 5,543 husband-wife families without children and
9,071 husband-wife families with children.

The sample at this point represents the “core sample” for the analysis. In past analysis, two
additional sample restrictions were considered. In the CE, the BLS must top-code both income
and spending data to protect the confidentiality of respondents. While the identification of the
units whose income has been top-coded is straightforward, the top-coding of the spending is
extremely difficult to accomplish. In general, the top-coding of the income data represents high-
income units, and if they were eliminated from the sample, it would limit the ability to generalize
the results from the analysis. However, eliminating these units from the sample may also capture
some of those consumer units whose spending data is also top-coded. Eliminating the units
whose income has been top-coded reduces the sample by 1,790 families, leaving a total sample
of 12,824. This sample is used when considering the impact of alternative assumption. The
sample that does not include observations where the family income was top-coded is noted as the
“alternative sample.”

In the past, I have produced estimates of the spending decisions of families based on
observations of consumer units that included at least three quarterly interviews. As discussed
earlier, this criterion was chosen so that the quality of the spending data could be improved if the
annual estimate were based on at least three interviews, as opposed to as little as one interview.
This assumption was tested by limiting both the core and alternative samples to only those
families with three or four completed interviews. This restriction on the sample eliminated 46
percent and 47 percent of the two samples, respectively.

The following table presents the final sample sizes and distribution of observation for the four
samples that will be used in the analysis. Note that the analysis reported in the body of the report
will primarily reflect the core sample limited by the restriction that the consumer unit must have
had at least three interviews.
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Exhibit A-2-1. Sample Sizes of the Four Alternative Samples—Husband-and-Wife Families

Without With
Children Children Total
Meeting criteria
Core sample 5,543 9,071 14,614
Alternative sample 4,902 7,922 12,824
Limited to 3 or 4 completed interviews
Core sample 2,937 4,909 7,846
Alternative sample 2,566 4,217 6,783
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APPENDIX A-3

Description and Construction of Variables

This appendix describes the construction of the variables used in this analysis. All variables
were constructed using the Consumer Expenditure Survey (CE) conducted in the period starting
with first-quarter 2004 and ending with first-quarter 2009.

Adult Goods

For this study I used three variables describing spending on food at home, adult goods, and total
spending. The discussion begins with a description of these variables and ends with a description
of how annual values of the variables were constructed.

Spending on adult goods is the adults’ (parents’) purchases of clothing. The BLS provides two
sets of variables that capture spending on clothing for adults (MENSIXPQ, MENSIXCQ,
WOMSIXPQ, and WOMSIXCQ); however, these variables capture spending on clothing made for
all members of the consumer unit who are age 16 and older. In the analysis sample, 22 percent of
units with children have at least one child who is either 16 or 17 years old; consequently, if there
were purchases for clothing for these children, it would appear as an adult expenditure. In the
study, I employed two different constructions of adult clothing. The first uses just the reported
value of the sum of the above four variables. The second attempts to adjust the reported amounts
to better reflect the spending by the parents and not the older children. The adjustment was a per
capita adjustment—the amount used in this second version was the reported amount times the
ratio of two (the two parents) to the number of unit members 16 years old and older (the two
parents and the number of children 16 and 17 years old).

Total Spending

The BLS offers two measures of total spending in the consumer unit. The first is their
expenditure concept (TOTEXPPQ and TOTEXPCQ), while the other is denoted as the unit’s
expenditures outlays (ETOTALP and ETOTALC). The difference between these two concepts is
that the outlay concept includes principal payments for any loans, while the expenditure concept
does not. Both of the above BLS summary measures include two forms of what most researchers
would call savings—payment of social security payroll taxes and payments to retirement plans.
In our definition of current spending, both of these amounts were subtracted from the above two
summary measures to construct our measure of quarterly spending.

After the subtraction of payments to pension plans and social security taxes, the following
spending categories are included in the expenditure concept:

e Food: Food prepared and consumed at home, food purchased and consumed away from home
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e Housing: Mortgage interest paid, property taxes, maintenance and repair, rent paid, home
insurance, utilities, personal services including child care, housekeeping supplies, household
furnishings and equipment

e Apparel: Clothing, footwear, cleaning services and supplies

e Transportation: Net outlays for the purchases of vehicles, vehicle finance charges, leases, gas
and oil, maintenance and repair, insurance, licenses and other charges, and public
transportation

e Entertainment: Fees and admission, entertainment equipment, toys, and pets

e Health care: Health insurance, nonreimbursed expenses for medical services, drugs and
supplies

e Tobacco and alcohol

e Personal care, reading, and education

e (Cash contributions to individuals outside the consumer unit

e Personal insurance: Life and other personal insurance premiums

e Miscellaneous: Funeral expenses and plots, checking charges, legal and accounting fees,
interest paid on lines of credit, home equity loans, and credit cards

Each consumer could be interviewed up to four times. To construct annual spending amounts,
first the quarterly (three-month) amounts of spending were constructed from each of the unit’s
available quarterly interviews. These amounts were then indexed to reflect spending at the
midpoint of the time period of the analysis sample. For this purpose, this was assumed to be
2006, and consequently the average CPI for 2006 (201.6) was used as the reference period.
Hence, if a unit was interviewed in month 7, then each spending amount was indexed to reflect an
amount in 2006 by multiplying the spending amount by the following factor:

201.6
(CPI,_;+CPI,_5+CPI,_3)/3

Adjustment ; =

Once the available quarterly spending amounts were price adjusted, they were “annualized” by
first computing an average quarterly amount based on the available quarterly interviews and then
multiplying by four.
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Demographic Variables

To be in the sample, the consumer unit could include only two adults who were married. For this
analysis, a child was defined to be a member of a consumer unit who was less than 18 years old
and was an only child of the married adults. Finally, the sample was limited to husband-wife
families with six or fewer children. Consequently, the number of family members in the sample
ranges from two to eight. The number of family members was characterized in two alternative
ways. The first was to include a variable that was the log of the number of family members
(Infsize) that reflects the way that in the past captured the size of the consumer unit. An
alternative approach is to provide a series of dummy variables that characterize the number of
children in the unit, with the omitted group being childless couples. For this study, the approach
was to include the following five dummy variables:

kidl = 1 if there is one child in the unit, O otherwise

kid2 =1 if there are two children in the unit, 0 otherwise

kid3 = 1 if there are three children in the unit, 0 otherwise

kid4 = 1 if there are four children in the unit, 0 otherwise

kid5 = 1 if there are more than four children in the unit, O otherwise

To control for other characteristics of the unit, I have included variables describing the parents
with regard to their race, education, and work status. Also, I have included variables indicating
the region of the country where they were located. In all cases, the data from the unit’s last
available interview was used to construct these variables. The variables included in the analysis
were:

black = 1 if the race of the reference person is black, 0 otherwise

hnohs = 1 if the husband does not have a high school degree, 0 otherwise
hcollege = 1 if the husband has a four-year college degree, 0 otherwise

wnohs = 1 if the wife does not have a high school degree, 0 otherwise
wcollege = 1 if the wife has a four-year college degree, 0 otherwise

ww_wife = the number of weeks (0 to 52) worked in the past year by the wife
wfulltime = 1 if the wife worked more than 30 hours per week, 0 otherwise
bothwork = 1 if both the husband and wife worked in the previous year, 0 otherwise
ne = 1 if the consumer unit lived in the Northeast census region, 0 otherwise
south =1 if the consumer unit lived in the Southern census region, 0 otherwise
west = 1 if the consumer unit lived in the Western census region, 0 otherwise
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Other Control Variables

While all spending variables were indexed, I included a series of dummy variables based on the
year that the last interview of the consumer unit was conducted. The included variables were:

2004 = 1 if the last interview was conducted in 2004, 0 otherwise
v2005 = 1 if the last interview was conducted in 2005, 0 otherwise
v2007 =1 if the last interview was conducted in 2007, 0 otherwise
v2008 = 1 if the last interview was conducted in 2008 or 2009, 0 otherwise

where the omitted group was those units whose last interview was conducted in 2006.

To control for the number of interviews that were completed by the consumer unit, I included the
following three dummy variables in the analysis:

completel = 1 if the unit completed only one interview, 0 otherwise
complete? = 1 if the unit completed only two interviews, 0 otherwise
complete3 = 1 if the unit completed only three interviews, 0 otherwise

where the omitted group was those units that had completed all four interviews.
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APPENDIX A-4

Theoretical Justification
of Rothbarth Approach

The Rothbarth approach to the measurement of the cost of children assumes that parents have
well-defined preferences for goods that only they consume and goods consumed by both
themselves and their children. To simplify the theory behind the Rothbarth approach, it is
assumed that there only two types of goods: adult goods (4G, consumed only by the parents and
never consumed by children) and all other goods (O). When the parents (two adults) are
childless, the decision of how to allocate their spending between two goods can be characterized
as reflecting their desire to maximize their well-being (characterized by a utility function) subject
to their ability to meet their wants (the budget constraint). Mathematically, this choice can be
characterized as

Maximize U = U(AG,0)
Subject to: py AG + po O =TS

where p4 and po reflect the market prices of a unit of 4G and O, respectively, and 7 is equal to
the total spending of the couple. All goods other than adult goods, O, represents a composite
good that is composed of goods that could be consumed by either adults or children.

The presence of children in the family represents the addition of wants and needs to the family
without a corresponding increase in the family’s ability to meet those additional wants and
needs. If the 7S amount of total spending of two adults without children were compared to a two-
parent family with a child with the same amount of total spending, it would appear that the
childless couple would be materially better off than the couple with a child. (This is without
considering the well-being and satisfaction that parents receive from having the child and only
considering the well-being derived from the goods that the family can acquire given how much
they spend, 7S). Specifically, let us assume that the childless couple decides to purchase p4 4Gy
dollars of adult goods and po O, dollars of other goods, given they have the ability to spend 7S
dollars. If the family with the child spent the same amount on the two goods, it makes good sense
that they would be worse off because the same consumption is being directed toward more
individuals. Only if the composite good were a pure public good would the family with a child
be able to avoid a decline in their material standard of living compared to the childless couple.

Barten (1964) provided a framework to formalize the family’s additional need for consumption
of all other goods (his method allowed the relative needs of different families to vary for all
consumption goods), by letting f'equal 1 if the couple is childless and a value of ¢ exceeding 1 if
a child is present in the family. To model this, need adjusted consumption of the family is
assumed to equal O* = O/ ¢ for all other goods. Since the need for adult goods will, by
assumption, not change for adult goods, the need adjusted consumption for adult goods will
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equal AG*=AG. For the purposes of the model, it is also assumed that the family’s well-being or
standard of living depends upon their consumption of the goods adjusted by the relative needs of
the family,

U=UAG* 0%).
Consequently. if a family without children purchases the same amount of both goods as a family
with a child, then it will better off:
U(AG,0) > U(AG,0/¢) .
The Barten transformation of quantities of goods suggests that the parents’ decision of how to

allocate their consumption given their family structure (with or without children) and the level of
family’s total spending can be characterized as the following:

Maximize U = U(AG*, O*)
Subject to: (p4) AG + (po @) O = ps* AG* + po* O* =TS

where

pa*=papo* = ¢poAG*=AG O* = 0/¢.

The insight of the Barten reformulation of the consumer model is that additional needs of family
that are due to the presence of the child not only directly affects well-being by reducing the
adjusted amount of all other goods (O/¢ < O) but also results in increasing the relative price of
goods consumed by child and adults (O) relative to goods consumed only by adults (4G).

The desired level of expenditures for AG and O can be written as

puAG=pAG(p4,d0.TS)
PoO=¢p,0(#o.p 4. TS)

The presence of a child will have the following effect on consumption decisions in the family (as
¢ goes from 1 to ¢):

on(p4AG)  OIn(4AG)
in(p,0) _, aIn(0)

————=1+¢5,,=1+

ain(g) o in(po)
Hence, if the demand for other goods is price inelastic ( |g,| < 1), spending on all other goods
will rise and spending on adult goods will decline with presence of a child. It should be noted
that if the demand for other goods were elastic ( |g,,| > 1), spending on adult goods could rise
because of a reduction in spending on all other goods.
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Using the Slutsky decomposition of the cross-price effect (€40), the decrease in spending on
adult goods with the addition of a child is the result of income and substitution effect. When the
child is introduced into the family, the child’s needs reduce the standard of living of the family
and the income effect represents how the family will respond to the decrease in their well-being.
The expected result is that both goods are normal, and consequently the family will respond by
decreasing their purchases of both goods. The second effect is the substitution effect that reflects
the effect of changing relative prices on the family’s consumption decision. The consumer model
assumes that individuals will always substitute toward goods that get relatively cheaper that in
this situation are adult goods. Hence, the substitution effect will counteract the income effect, but
for the family’s spending on adult goods to decline with the presence of the child, the income
effect must dominate the cross-price substitution effect.

Exhibit A-4-1 depicts the theoretical underpinnings of the Rothbarth approach (1941). The
horizontal axis in the figure represents the need-adjusted quantities of all other goods (O*), and
the vertical axis represents the needs-adjusted quantities of adult goods (4G*). Assume that the
parents have one child and 753 is the amount of total spending. Given the market prices for adult
goods and all other goods and the total amount of spending, a family of three faces the budget
constraint depicted by the line EF. Note that the vertical intercept represents the maximum
amount of adult goods that the family can purchase and is equal to 7S5/, , which also is al to
TS3/p4 (the children do not increase the needs of adult goods). The horizontal intercept represents
the maximum amount the family of three can purchase of needs-adjusted quantities of all other
goods required by the needs of the child (—7S3/(#po), which is less than what could be purchased
by a childless couple. Note that the budget constraint that the adults would face if they did not
have the child would be EG. A comparison of budget constraints EF and EG depict what has
been previously noted—the presence of a child makes the family worse off in a material sense
and the price of all other goods relative to the price of adult goods rises.

The family with the child will allocate their consumption so as to maximize their well-being. In
Exhibit A-4-1, this occurs at point B, which corresponds to the family spending p4 4G; on adult
goods and the remainder of their budget on all other consumption. When the family has
maximized their well-being at point B, the rate that the family is willing to trade the two goods
(the marginal rate of commodity substitution) will equal the “effective” price of all other goods
relative to the price of adult goods. This is depicted in the figure by the indifference curve
through point B that is tangent to the budget constraint at this allocation of consumption.

Had the parents been childless and spent the same amount on adult goods and all other goods,
they would have been better off because the consumption of all other goods would not be
“shared” with the child. This consumption bundle is depicted by point C in the figure. However,
this consumption allocation will not maximize the well-being of the two adults; they will want to
substitute toward more spending on adult goods and less on all other goods. Assuming that they
will choose to allocate their spending consistent with point D by spending p4 4G on adult goods
and the remainder on all other goods, the two adults are materially better off than a couple with a
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child. Using this assumption, Rothbarth asked, How much spending can I take away from the
couple to make them equally well off as the couple with the child?

Exhibit A-4-1. lllustration of Rothbarth Methodology

Adult Goods

All Other Goods

Rothbarth’s approach was based on knowing the relationship between spending on adult goods,
the number of children, and total spending. The following equation assumes that the relationship
is

AG=AG(K, TS)
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where K is the number of children in the two-parent family. When the family has one child and
7S3 amount of spending, it will purchase 4G units of adult goods (point B when facing the
budget constraint EF):

AG3;=AG(K=1, TS3).

If the parents were without the child, they would purchase 4G, units of adult goods (point D
when facing the budget constraint EG):

AG>=AG(K=0, TS).

When the total spending for the childless couple is reduced, the budget constraint parallel shifts
inward to the origin (relative prices of goods remain unchanged because the family composition
is being held constant) until

AG3;=AG(K=0, TS,).

In Exhibit 4-1-1, reducing income or total spending of the childless couple is equivalent to a
parallel shift inward of the budget constraint EG to reflect holding the effective prices of adult
goods and all other goods constant for the couple. The question is whether the reductions in total
spending to reduce the couple’s spending on adult goods will leave the couple at point B in
Exhibit 4-1-1, corresponding to the budget constraint HJ. If the couple is left at point B, then the
reduction in total spending has left the couple with the same needs-adjusted consumption of both
goods as the couple with a child and consequently equally well off. However, this will occur
only if there is no substitution effect (i.e., the couple does not react to changes in relative prices).
If there is a substitution effect, then the couple, when facing the budget constraint HJ, will adjust
their consumption by buying fewer adult goods and more of all other goods than the couple has
at point B. Consequently, to limit their consumption to 4G3, a smaller reduction in total spending
would have to be made. The budget constraint ST reflects the budget constraint where the couple
reacts to changes in relative prices (there is a substitution effect) and after the reduction in total
spending purchases, 4G; units of adult goods. However, as is shown in the diagram, the couple,
after this amount of reduction in total spending, would be better off than the couple with the
child. This demonstrates the assertion that the Rothbarth method will understate the true costs of
a child—the childless couple could experience larger declines in total spending than indicated by
the Rothbarth approach and still be better off.
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APPENDIX A-5
The Engel Method and Its Critique

The Engel method is based on the assumption that the share of total spending devoted to food
consumption is an inverse reflection of the well-being of the family—if a family is better off
because of any event, then the food share should decline. When families of identical size and
composition are compared, families with more income or total spending do spend a smaller
proportion of their total budget on food. When families with children are compared to families
without children but have the same amount of total spending, families with children do spend a
larger proportion of their budget on food. Armed with these two confirmations of the relationship
between the share of spending devoted to food and perceptions of the material standard of living
of households, the Engel method suggests that the budget share devoted to food can be used to
identify equally well off childless couples and couples with a child. Specifically, the Engel
method infers that a childless couple and a couple with a child are equally well-off when each
family devotes the same budget share to food even though total spending would be more for the
couple with a child. The difference in total expenditures between the families would be
attributable to child-rearing expenditures

To illustrate the Engel methodology, let @ denote the share of total spending devoted to food
and assume that it is a function of number of family members (2 + K where K is the number of
children) and the total spending of the family is 7':

op = a)(2+ K, TS)

where
w >0 and oo <0-
K ars
If a couple has K children and 7Sk amount of total spending, then, by the Engel methodology, a

childless couple with 7Sp amount of spending would be equally well off where 7:So is
determined by equating the food shares across the two family types:

o(2,TSp)= w(2+ K, TSk )-

To provide an explicit example, let the food-share relationship be represented by the following
linear equation:

a)(2+ K,TS)=&+a(2+ K) - pTS.

Hence the equivalent level of total spending for a childless couple would equal

188



s+a(2)-fISg=c+a(2+K)-PIS

or
[0
TSO :TSK ——K.
B

f it is inferred that the difference in total spending in a family with K children and the equivalent
spending for a childless couple is the “cost” of the children to the parents and consequently the
share of the family’s spending devoted to the children is equal to
Share of total spending devoted to the children= ISk ~ TS0 .
TS x
For the specific example used for illustration, the share of total spending devoted to the children
is equal to
a, K |
B TSk
The Engel approach has been utilized by numerous researchers, most notably Espenshade
(1984),” whose estimates were used by many states to develop their initial child support
guidelines. While the underlying assumptions of the approach seem to be verified by data on
family spending, scholars questioned whether there was a theoretical basis for the Engel
methodology. Employing the Barten approach to incorporating family characteristics into a
consumer demand model through the assumption of commodity-specific economies of scale,
Gorman (1976) demonstrated that the Engel methodology would produce accurate estimates of
the changes in total spending so as to leave families equally well off as the characteristics of
families changed.*” Specifically, as the number of children increased, the family would require
an equally proportional increase in each commodity for them to be equally well off. For
example, if, after a couple has one child, they would require 30 percent more food to be equally
well off, they would also require 30 percent more housing, 30 percent more transportation, and
30 percent more of every commodity. Given the presence of adult goods whose need should not
increase with children, it is doubtful that spending data would validate the Gorman condition.

Examining the situation where there were only two goods (i.e., food and all other goods), Deaton
and Muellbauer (1986) showed that the Engel methodology would lead to an overestimation of
the true costs of the children to the parents.” Paired with observation that the Rothbarth
methodology would always lead to an underestimation of the true costs of the children, the
Deaton and Muellbauer paper suggested to many researchers that the Engel and Rothbarth
approaches would serve to “bracket” the true cost of children and that the Engel estimates would
always exceed the estimates provided by the Rothbarth approach.—

** Espenshade, supra note 14
¥ William Gorman, “Tricks with Utility Functions,” in Essays in Economic Analysis, ed. M. Artis & R. Nobay
(Cambridge Univ. Press, 1975).

%% Deaton & Muellbauer, supra note 230.
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In their 1998 article, Deaton and Paxson leveled a fundamental critique of the Engel
methodology.’! Central to the Engel approach is that food consumption is an indicator of the
well-being of the family. While I have used the effect of increases in family size and total
spending on the food share as tests of Engel methodology, Deaton and Paxson propose a new
test. Their reasoning is both unique and complex and revolves around a hypothetical increase in
family size that is offset with an increase in total spending that leaves the per capita total
spending in the family unchanged. For example, consider that a couple with $40,000 who is
initially childless and then has a child. For the family’s per capita total spending to remain
constant, their total spending needs to increase by $20,000 to $60,000. Assuming any economies
of scale in consumption, a couple who has a child but whose per capita income remains constant
should be better off—their consumption needs rise by less than their total spending. Using the
Barten model of consumer behavior, Deaton and Paxson demonstrate that if this occurs, then per
capita spending on food (F/ (2 + K) where F'is food consumption) should increase. But if per
capita total spending is constant, then the food share should increase:

.This observation presents the Engel methodology with two problems. The first is an empirical
problem. While the theory suggests that per capita food consumption should increase when
family size increases, when per capita total spending is held constant, the empirical data indicates
the opposite—that is, it declines. The second problem is even more problematic because it strikes
at the heart of Engel methodology—that is, the food share should be inversely related to the
well-being of the family. In this situation, when there is an increase in family size, with per
capita total spending held constant, the family would be better off, but the food share should rise,
not fall, as assumed in the Engel methodology.

The Deaton and Paxson critique of the Engel methodology, in my opinion, undermines any trust
that should be placed in estimates based on this approach. Deaton and Paxson best sum up the
paradox when they observe, “Although Engel’s method is internally consistent, it directly
contradicts the model of scale economies and public goods presented. In consequence, the
estimates of the economies of scale that are derived by Engel’s method have no theoretical
underpinnings and are identified by an assertion that makes no sense.” **

To illustrate the potential problems of the Engel approach, a particular index of well-being
denoted as the Linear Expenditure System (LES) is assumed that also assumes families will need
a level of consumption of goods that varies by commodity. For this illustrative example, three
goods are assumed: adult goods (x,4); food (xr); and all other goods (xp). The index of well-being
for this formulation of the family’s preferences is equal to

3! Deaton & Paxson, supra note 230.
2 1d. at p. 903.
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U=p4 l”(x—A - ¢AJ + fPr ln(x—F - ¢FJ +Bo ln(x—o - ¢0]
#Ha H Ho _

The parameter ¢ will denote the level of need by a childless couple for each of three goods, and
we will assume the following values:

¢4 = 500 = needed amount of adult goods
¢r= 4,000 = needed amount of food
do = 12,000 = needed amount of all other goods

The parameter x4 denotes for each commodity the relative needs of a family with a child relative
to a childless couple. Given that children are assumed not to consume adult goods, then x4 would
equal 1.00; however, for food and all other goods we expect a family with a child would require
more food and all other goods. It is assumed that a family with a child needs 35 percent more
food (ur=1.35), implying some economies of scale in consumption, compared to the situation
where no economies of scale exist and food consumption needs would rise by 50 percent (ur =
1.50). The relative needs for all other goods, w0, will be allowed to vary in the calculations from
a value of 1.25 to 1.45. By definition, the value for all the ’s for a childless couples are equal to
1.00.

The parameters [’s reflect the relative weights to consumption of adult goods, food, and all other
goods are assumed to be equal to .10, .20, and .70, respectively. The family is assumed to
maximize their preferences subject to the budget constraint where 75 is assumed to be given

PaX4+ PEXF+ poxo =TS

and p; reflects the price of the ith good. For these calculations, we will assume that all prices are
equal to $1.

Since the representation of the family’s preferences is known, the relationship for the true cost of
achieving a given level of standard of living can be derived. It is equal to

MS+ AU
where
MS = minimum level of spending = 2 p;s;¢;

Bi
A= H(M] = one over the marginal utility of income, and

1

u=I5-M5 _ utility or standard of living.

For childless couples, the minimum level of spending equals $16,500, given our assumptions.
For a family with one child where ur equals 1.35 and uo equals 1.30, the minimum level of
spending equals $21,500, or $5,000 more than the childless couple.
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The equivalent level of spending for a childless couple compared to a family with one child and
TS; is equal to

Bi
TS =X pigi+ (TS3 — X pittidh; ) H(ﬂiJ :

The corresponding equation for the food share is

X PEHESE — B2 illid
a%’:lﬁgf':[#”+ FHEOF TgF it Qi

And, consequently, the Engel method would lead to the following equation determining the
equivalent total spending for childless couples, 7S::

Bi
TS; =X pigi+ (IS;3 — X pittidh; ) * H(ﬂiJ :

The Rothbarth method requires that the level of spending on adult goods is equated across the
families. Given the LES preferences, the spending on adult goods is equal to

X PEHESE — B2 Dillid
a¥1:l€%f':[#_+ FHEOF TSF itifi

Hence, the Rothbarth estimate of 7S, would equal (x4 = 1.0 for both childless couples and
families with one child):

TS, = 1S3 - (X pittithi —2 pidi )+ M: 1S3 - X pigi(i—1)-
oy i% A
To summarize, the assumed LES preferences for the family whose parameters are equal to
Pa=.10 fr=.20 fo=.70
@4 =500 ¢gr=4,000 ¢do = 12,000.

The price of each good is assumed to be $1. To account for differences in family sizes, a Barten
scale of the consumption of each good is assumed where the following scaling factors were
employed for childless couples and families with one child:

Childless couples ta=1.00 ue=1.00 to =1.00
Families with one child ua=1.00 Mg =135

The relative need for all other goods (o) will be allowed to vary from 1.25 to 1.45. Finally, it is
assumed that the family with one child has $50,000 of total spending. Exhibit A-5-1 utilizes the
above equations for determining the equivalent total spending for a childless couple—that is, the
“true” cost using the LES utility function, the Rothbarth approach, and finally the Engel
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methodology. When examining the calculations, I offer one word of caution. While the “true”
cost estimates look similar to estimates seen in the empirical literature, the computed levels are
not of interest and should not be interpreted as point estimates. What is of interest among these
calculations is the ordinal ranking of the estimates—in particular, whether the Engel and
Rothbarth estimates bracket the “true” costs of the child.

Exhibit A-5-1. Alternative Estimates of the Cost of a Child Assuming the LES Preferences

Alternative Values of yo.:

1.30 1.35 1.40 1.45
“True” cost 22.3% 24.4% 26.4% 28.2%
Rothbarth method 10.0% 11.2% 12.4% 13.6%
Engel method 36.4% 28.6% 18.6% 5.4%

As the relative needs for all other goods increases for families with a child, with the other factors
held constant, not unsurprisingly the cost of the child rises. While, as expected, the Rothbarth
estimates of the share devoted to the child is less than the “true” costs, they too rise as these
needs increase. It is the Engel method that yields the most troubling pattern—while the other two
methodologies produce increases in the estimate of the child’s share of total spending, the Engel
method reveals a decline in the child’s share as the need for all other goods increases. While the
needs for all other goods is less than or equal to additional needs for food (xo< ur), the Engel
estimate exceeds the “true” cost of the child, and the Deaton-Muellbauer bracketing of the “true”
cost by the Engel and Rothbarth methodologies is realized. However, if the relative needs for all
other goods exceeds that for food (uo> ur), the child’s share of total spending predicted by the
Engel method becomes less than the “true” cost of the child and the bracketing is not realized. As
the additional needs for other goods rise even more, however, the child’s share determined by the
Engel method declines so much that it is less than the Rothbarth estimate.

Appendix A-4-1 describes the rationale underlying the Rothbarth methodology using the Barten
model of family scaling of consumption. This model captures the impact of family size and
composition on the family’s consumption decisions as price effects—that is, as the family size
increases the need for some goods rises faster than others and, consequently, become more
expensive relative to other goods. The price effects of family size have two effects. The first
effect is that as goods become more expensive there is an income effect reflecting that the family
is worse off because of their increased consumption needs. The second effect is a substitution
effect as the family substitutes away from goods that have become relatively more expensive.

In the calculations prepared for this report, it has been reasonably assumed that families with

children do not need more adult goods than childless couples but do need more food and all other
goods. Consequently, in the comparison between families with one child and childless couples,
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the “price” of adult goods does not change and is the “cheapest” good in all of these calculations.
The relative price of food to all other goods is changing in these calculations. When uo is less
than or equal to ur, food is relatively the most expensive commodity for the family with a child,
but as uo increases all other goods become the most expensive commodity. This suggests that as
long as adult clothing and food represent the cheapest good and most expensive good for
families with a child, the Rothbarth and Engel methodologies will bracket the “true” cost of a
child. When food is no longer the most expensive good, the Engel method will no longer
overstate the “true” cost of a child and, as seen, can be less than the result of the Rothbarth
method.

What is most troubling with these comparisons is the counterintuitive result found in the Engel
comparisons. If the child’s consumption needs were increasing, the costs of a child should rise.
While both the “true” cost and Rothbarth measures reflect this, the Engel estimates go in the
opposite direction, indicating lower costs as needs increase. This makes no sense at all.

While the Engel methodology has a long history, I do not believe that any trust can be placed in
the estimates derived by this approach or any other iso-proportional approach using composite
commodities based on necessities such as food, clothing, and shelter. These considerations have
only strengthened my conviction that the Rothbarth approach is the superior alternative
methodology to pursue.
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APPENDIX A-6

Functional Form Assumptions

The Rothbarth approach assumes that the number of children and the family’s total spending
affect the level of spending on “adult” goods and that by examining these relationships it is
possible to estimate family spending on children. To estimate how the number of children and
total spending affects spending on adult goods, it is necessary to make assumptions about the
nature of the relationship between these two variables and other variables that would be thought
to affect the level of spending on adult goods. For example, whether the parents work or not
might affect the level of spending on adult goods, which would include the parents’ clothing
purchases. The region of the country might also affect spending on adult goods.

This discussion examines the impact of alternative functional form assumptions on estimates of
the share of total spending devoted to children based on the Rothbarth methodology. However,
many of the conclusions drawn in this discussion apply equally to the Engel or any other iso-
prop methodology with the sole difference being that the relationship between family size, total
spending, and the iso-prop measure of well-being (the food share in the case of the Engel
method) will differ. For example, while the Rothbarth assumes that family size will be negatively
correlated with spending on adult goods, it will be assumed to be positively correlated with food
share. In this appendix, I will be focusing on husband-wife families with and without children.
Consequently, variation in family size is in reality a reflection in the number of children present
in the family.

However, a generalized relationship between spending on adult goods (4G), family size (FIS =2
+ K, where K is the number of children), total spending (75S), observed other factors (Z), and
unobserved factors determining spending on adult goods (&) can be generalized as

AG = F(FS =2+K, TS,Z,g)

where the Rothbarth methodology assumes that

é’i<0 and é’—F>0-
K ors

If a family with K children has 7Sk total spending, then a childless couple with all the other
characteristics (Z and &) identical to the family with children would be equally well off if they
had a level of total spending 7S, where

1S, such that F(Z,TSO,Z,g)z F(2+ K,TSK,Z,g)

and, consequently, the share of the family’s total spending, 7Sk, devoted to the children would be
equal to

TSk -TS,
TS

cs
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Without further specification of the function, F, what determines the share of total spending
going to the children is unknown. A typical assumption that is made is that the number of
children and total spending are additively separable from other factors determining adult
spending. Specifically, this implies

AG= F(FS, 78,7, g): G(F, TS)+ H(Z, g).

Assuming this form of separability, it can be seen that the equivalent level of total spending, 7',
will depend on the number of children and the total spending of the family with children and not
on other factors:

TS, such that G(2,TS,)=G(2+ K, TSk )

Hence, the proportion of spending devoted to the children will not be affected by the factor Z or
¢. I am not aware of any study that has not made the above assumption. For the purpose of
establishing child support guidelines this assumption is not problematic because if it were not
made, the choice of other factors (Z) would need to be made and would theoretically affect the
guideline amounts.

I now turn to how the specific choice of functional form for G will affect the share of total
spending devoted to the children (CS). The question is whether the effect of the number of
children or total spending on the purchases has either a constant absolute effect or constant
proportional effect.

For this investigation, the first assumption is a constant absolute effect that would be the case if it
were also assumed that household preferences were consistent with the linear expenditure
system. While Espenshade employs an Engel approach to the estimation of spending on children,
he also assumes that the effect of children and total spending (income in his case) has a constant
absolute effect on spending. This assumption is referred to as the linear specification.
Specifically, it is assumed that G is equal to

(linear specification): G(FS,TS)= aFS + 6TS  where a <0,6>0
which implies that
TS, = TSk + %

and

s :_z[ij_
S\ TSk

The share of spending on children will increase with the number of children but decline with
increases in total spending of the family with children. The marginal effect of an additional child
on the children’s share (for example, the marginal effect of an additional child would reflect the
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change from one child to two children) is smaller for families with higher levels of total spending
but is independent of the number of children.

ACS a[ i j>o 2cs a[ i ] cs Fcs _

TSy OISK  5\1s3) TSk K2

0.

K 1)

The marginal effect of a change in total spending in the family with children is negative but
becomes less negative with increases in total spending:

TS3

as o

S o K CS FCS al K cs
- =2 <0 g0 —22 5.
1s¢) TSk as? o TS?

Now assuming that the impact of family size and total spending has a proportional effect on
spending on adult goods, the two simple functional forms consistent with this assumption are to
assume that G is equal to

(log-linear specification): G(FS,75)= I PESHITS
or
(log-log specification): G(FS,7S)= e FSATS.
Each of these two specifications can be written alternatively by taking the log of AG and

assuming that the effect of other factors (Z and ¢) also have a proportional effect on total
spending:

F(FS,TS,Z,g)z G(FS,TS)H(Z,g).

These assumptions imply that the log of adult spending will equal
(log-linear specification): /n (AG): é+ BFS + TS +In [H(Z,g)] where B<0,y>0

(log-log specification): /n(4G)= ¢+ xIn(FS )+ nin(TS )+ In [H (Z,g)] where y<0,7>0.

Since equating the levels of spending on adult goods is equivalent to equating the log of
spending levels, the formula for the proportion of spending on children is equivalent to the
computed proportional spending on children using the constant absolute effect model

(log-linear specification): CS = —ELLJ
y\TSk
The reader should not conclude that this would result in the same estimated coefficients from
regressing the level of adult spending on family size and total spending as from the regression of
the log of adult spending on the same two variables, holding constant the same other factors.
However, the ratio should be roughly the same unless the functional form choice does truly
affect the estimate of the ratio. This might occur because, when using the linear specification, the
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estimates, o and J, reflect the average effect of family size and total spending at the mean of the
sample, while in the log-linear model, they would reflect the marginal effects at the median
observation.

The choice of the log-log specification provides an alternative of the proportion of total spending
on children. In the log-log formulation the share of total spending devoted to the children equals

X

CSzl—[ 2 J”.
2+ K

The difference between the alternative specifications should now be evident. While in both the
linear and log-linear specifications increases in total spending in the family will decrease the
share of total spending on children, changes in total spending do not affect the children’s share in
the log-log specification. I want to emphasize that these relationships reflect functional form
assumptions and not any empirical facts. The share of spending devoted to the children will
depend solely on the number of children and is not a function of the total spending of the family.
As the number of children increases, then the effect on the children’s share of total spending will
be equal to

XS _ _1[ ! J(] ~CS)> 0 if <0 and 0.
K n\2+KkK

The marginal effect of an additional child on the children’s share of total spending will diminish
as more children are added to the family:

€S _y4| 1-CS 1 &S|,

K? 77(2+K)2 2+ K K

Interpretation

Now I consider the case where the size of the family does not affect adult spending (i.e., a, B,
and y are all zero). If the data supported this finding, then the proportion spent on the children
would be estimated to be zero. Under the Rothbarth logic, if the adults are not found to reduce
their spending as the number of children increases, then they are not spending on their children.
However, it could be the case that the parents are reducing their consumption of nonadult goods
or goods that are jointly consumed with the children to make room for the purchase of goods that
will be solely consumed by the children. It is this observation that leads many to conclude that
the Rothbarth methodology will tend to underestimate the true costs of children.

As a, B, and y become negative or more negative, the children’s share of spending rises. If it is

believed that a per capita sharing of resources represents an upper limit (in reality, however, it is
not because parents could choose to spend more on their children than they do on themselves),
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then there should be a relationship between the effect of additional children (o3, %) and the
effect of additional total spending (9,y,n). For the linear specification, the marginal reduction in
spending on adult goods owing to additional children (—a) should be less than the per capita total
spending in the family with children times the effect of total spending on adult goods (J):

TSk

-a<o .
2+ K

For the log-linear specification, the logical restriction on the effect of additional children is
identical to the linear specification but uses the corresponding parameters (3,y):
TSk

—f< .
P 72+K

Testing of these restrictions is difficult because they depend not solely on parameter values but
also on the level of per capita total spending in the family. The log-log formulation of the adult-
good-spending relationship has a clear advantage because the restriction on parameters can be
made solely on the basis of parameter values. Specifically, the restriction that the estimate of the
amount of sharing is less than or equal to per capita sharing can be stated as

—y<n.

In my past empirical work, I have employed the following functional form for the log of adult
spending:

s
In(AG)= ¢+ nin(FS)+ nlr{ﬁj
which can be rewritten as
In (AG)z ¢+ (7; - n)ln(FS)+ nln(TS).
The second formulation shows the equivalency between the two log-log specifications
(x = ™ —n), and consequently, if  is to be negative and less in absolute value than n, then

0<m<n.

The reason for preferring this specification (holding per capita total spending constant) versus
the specification holding total spending constant is the direct interpretation one can give to 7.
The children’s share of total spending is equal to

-
CSzl—( 2 j "
2+ K

The term 7t/ 7 represents the economies of scale in consumption that will range from 0 to 1.
When /7 is zero, then the children’s share will be their per capita share, but as n/7 increases,
their share will decline until it equals 1, where, in fact, there are “-infinite* economies of scale in
consumption —the children are “free.”
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Mixtures of Functional Forms

Finally, there is a mixture of the log-linear and log-log specifications that have been employed or
suggested to be used. Specifically, the Florida State researchers, in their estimation of the Engel
model, have employed a model where the log of adult-good spending is linear in the number of
children and linear in the log of either total spending or per capita total spending.

The formulation that is linear in family size (children) and linear in the log of total spending can
be characterized as

In( AG)= ¢+ KK+,uln(TS)+ ln[H(Z,g)] where k<0,u>0

where the associated children’s of total spending would equal
LK
CS=1-e*

This functional form shares the same characteristic with the log-log specification, that the
children’s share of total spending is independent of the level of total spending. The effect of an

additional child on the children’s share is
KK
XS _ Kot __Ki1_¢s)>0
K u U

which also implies, like the log-log specification, that the marginal effect of an additional child
on the children’s share will be negative:

2
‘yag={?j(J—CS)<o
K> \u :

A closely related functional form would also assume that the effect of family size is linear, but
instead of holding total spending constant, it holds per capita spending constant:

In(AG )= ¢+ vK + eln[gj+ In [H(z, g)] 0>0-

The children’s share of total spending that corresponds to this functional form is

2 ) YK
cS=1- e?
2+ K

which is an interesting mixture of the previous functional form and the log-log specification.
Given an expectation that there will be economies of scale for children’s consumption, it can be

anticipated that there is to be a positive income effect (6> 0), and consequently the effect of the
number of children should be non-negative (v> 0). If n is zero, then the children’s share is the
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per capita share, but as n becomes positive, then the children’s share of total spending declines,
holding the number of children constant:

s K( ZJVK

o 0

As the number of children increases, the children’s share of total spending will increase:

@Z(J—csi ! —5J>0 if <

K 2+ K 2+K

However, it is possible for the children’s share to fall as the number of children rises. The
marginal effect of an additional child depends on the number of children, but if the marginal
effect is positive, then as the number of children increases, the marginal effect should decline:

ﬁKZ_ (2+K)2 éKL2+K_5

Fcs  1-CS &S| 1 u}
- - <0.

Deciding Between Functional Forms

While this discussion has highlighted the impact of alternative functional form assumptions, the
data also need to be examined to determine which specification is more consistent with the
empirical evidence. From the analysis sample that I constructed for this report, I have plotted the
amount of spending on adult goods versus the amount of total spending in husband-wife families
with two children. To be included in any of the plots, the family must have had at least one dollar
of spending on adult goods. The following three graphs show the relationship between these two
variables for the linear model (Exhibit A-6-1), log-linear model (Exhibit A-6-2), and the log-log
specification (Exhibit A-6-3).
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Exhibit A-6-1. Scatterplot of Linear Model
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Exhibit A-6-2. Scatterplot of Log-Linear Model
Log of Adult Goods and Total Spending
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Exhibit A-6-2. Scatterplot of Log-Log Model

Log of Adult Goods and Log of Total Spending
Husband Wife Families with Two Children
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While this is not a formal test, the scatterplots can be used to identify which model best
corresponds to the assumptions of classical regression analysis. Specifically, some of the
scatterplots may reflect more or less variation around a line.

In Exhibit A-6-1 (linear specification), it can be seen that estimates of the effect of total spending
on adult goods will be difficult to estimate. Given that spending on adult goods is, in practice,
limited to total spending, as total spending rises, not only does spending on adult goods rise but
also the variance of spending on adult goods. Recall that the data will be used to estimate the
effect of total spending on adult goods, and the more variation in its estimate will correspond to
greater variation in the estimates of the children’s share of total spending regardless of the
precision in the estimates of the effect of children on spending.

Exhibit A-6-2 (log-linear specification) clearly displays a nonlinear relationship between the log
of adult spending and the level of total spending in the family. Estimating a linear total spending
effect would overestimate spending on adult goods at low and high levels of total spending.
While quadratic terms of total spending could be included to account for the nonlinearity in the
effect of total spending, perhaps a simple transformation of total spending would be preferable.

The log-log specification (Exhibit A-6-3) does just that and is the closest to depicting the
relationship between the two goods that would have created by the assumptions of the classical
linear regression model. While an eyeball inspection of this transformed data indicates there still
may be a slight nonlinear effect of total spending on adult goods, the clustering of the scatterplot
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suggests that this functional form specification is more consistent with the data than the other
two specifications.

I would suggest that this provides sufficient evidence (and there is also evidence from similar
scatterplots for other family types, such as childless couples and husband-wife families with
different numbers of children, that produced the same results) to adopt the log-log specification.
However, this evidence does not suggest which formulation of the basic log-log or mixture
formulation is the most appropriate. To let the data tell this would require a complicated non-
nested hypothesis test. I am not proposing to do such a test but reserve it for future research.
Until that test is performed, I will examine the effect of alternative functional forms in the
estimates.

Modifications to Basic Log-Log Specification

As it is probably evident from this discussion, I do have a clear favorite. It is the log-log
specification, where total spending is represented by the log of per capita total spending and the
number of children is reflected in the log of family size:

In(AG)= ¢+ min(FS)+ nln(?—gJ+ In [H(Z,g)].

The children’s share of total spending implicit from this functional form is

-
cszz—( 2 ] n.
2+ K

While this is a fairly simple model, one might question two features. One potential concern is
that the level of total spending does not affect the children’s share. The easiest fix is to include
the square of the log of per capita total spending in the model:

2
ln(AG)z ¢+ in(FS)+n; ln(;—i] + nz(ln(;—in +1In [H(Z,g)].

If 72, is found to be significantly different from zero, then the children’s share will become a
function of the level of total spending. Unfortunately, with the nonlinearity of the log of per
capita spending, it is not possible to derive an explicit function for the children’s share of total
spending. However, it can be shown that the children’s share will be negatively related to total
spending (holding the number of children constant) if 7, is negative (assuming that 7; is
positive, which means that families with higher levels of total spending will have smaller effects
of increases in per capita total spending).
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APPENDIX A-7

Estimate of Engel Model

The dependent variable /nfshare is the log of the budget share of food at home relative to the
budget share of all other goods.

Source | SS daf MS Number of obs = 7846
————————————— Fm e F( 20, 7825) = 465.65
Model 1395.63468 20 69.781734 Prob > F = 0.0000
Residual 1172.64315 7825 .14985855 R-squared = 0.5434
————————————— e e Adj R-squared = 0.5422
Total | 2568.27784 7845 .327377672 Root MSE = .38712
lnfshare | Coef. Std. Err. t P>|t]| [95% Conf. Intervall]
_____________ o D DD oo __________
Infsize -.320982 .014496 -22.14 0.000 -.349398 -.292566
Inpctoutl -.7523944 .0468379 -16.06 0.000 -.8442092 -.6605795
Inpctoutl2 .0009566 .0080661 0.12 0.906 -.0148551 .0167684
black -.0974046 .0176588 -5.52 0.000 -.1320205 -.0627887

hnohs .0251504 .0171929 1.46 0.144 -.0085522 .0588531
hcollege .0216351 .0111192 1.95 0.052 -.0001614 .0434317
wnohs .0322901 .0188929 1.71 0.087 -.0047449 .0693252
wcollege -.0202321 .0108728 -1.86 0.063 -.0415457 .0010815
ww_wife .0231672 .0182457 1.27 0.204 -.0125993 .0589336
wfulltime -.0171445 .0124728 -1.37 0.169 -.0415946 .0073056
bothwork -.0650448 .0157649 -4.13 0.000 -.0959481 -.0341414

ne .1403571 .0139411 10.07 0.000 .1130288 .1676853

south .0813394 .0115763 7.03 0.000 .0586468 .104032

west .0634614 .0128419 4.94 0.000 .0382878 .088635

year .0084295 .0175166 0.48 0.630 -.0259076 .0427666

y2004 .0212164 .0397248 0.53 0.593 -.0566548 .0990876

y2005 .0629275 .0230096 2.73 0.006 .0178225 .1080325

y2007 .0079238 .0221623 0.36 0.721 -.0355203 .0513679

y2008 .0183518 .0421866 0.44 0.664 -.0643452 .1010487
complete3 -.0018853 .0100589 -0.19 0.851 -.0216035 .0178329
_cons -16.65141 35.13692 -0.47 0.636 -85.52916 52.22634
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APPENDIX B

Sampling and Data Collection

Sampling Time Frame

The sampling time frame for the study included cases with filings and orders during the time
period January 1, 2008, through December 31, 2008. This calendar year allowed for a sufficient
amount of time to pass prior to data collection to ensure that action would be taken on the cases.

Sampled Counties

Collecting data required a review of case files. As a result, it was not feasible to include all 58
California counties. The 11 counties that were selected are the same counties that participated in

the 2005 study.

Exhibit B-1. County Population and Orders Established Relative to State Totals

Number of
Population Percentage Orders Percentage
(2008 of State Established of
Estimate)'  Population in 2008 Orders

Large counties
Alameda 1,537,719 4.1% 2,106 21%
Fresno 928,066 2.4 5,246 5.3
Los Angeles 10,301,658 27.2 20,823 20.9
Santa Clara 1,829,480 4.8 3,234 3.2
San Diego 3,131,552 8.3 3,918 3.9

Medium-sized counties

San Luis Obispo 268,290 0.7 959 1.0
Solano 424,397 1.1 1,319 1.3
Tulare 433,764 1.1 2,211 2.2

Small counties
Amador 38,035 0.1 149 0.1
Siskiyou 45,725 0.1 235 0.2
Tehama 62,179 0.2 495 0.5
Sum of sampled counties 19,000,865 50.1% 40,695 40.7%
Rest of state 18,883,127 49.9% 59,078 59.3%

'Cal. Dept. of Finance, “E-1 Population Estimates for Cities, Counties and the State with Annual Percent Change—

January 1, 2008-2009” (May 2009).

2 Cal. Dept. of Child Support Services, “Comparative Data for Managing Program Performance,” Federal Fiscal Year

2008 (Apr. 2009).
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The large counties in the study are Alameda, Fresno, Los Angeles, Santa Clara, and San Diego.
The medium-sized counties are San Luis Obispo, Solano, and Tulare. The small counties are
Amador, Siskiyou, and Tehama. As shown in Exhibit B-1, the five large, three mid-sized, and
three small counties participating in the study account for 50 percent of the state’s population
an'd 40.7 percent of the child support orders established in 2008.

Exhibit B-2 shows selected economic indicators from the sampled counties. Five of the 11
counties have unemployment rates that fall below the state average, and 2 have mean annual
wages that are above the state average.

Exhibit B-2. Economic Profile of Selected Counties
Annual
Annual Self-
Unemploy- 25th Per- Self- Sufficiency
ment Rate  Mean centile Median Sufficiency Standard
(2008 Annual Hourl¥ Hourly Standard  (One Adult +
Annual)’ Wage®  Wage Wage® (One Adult)® Preschooler)®
Large counties
Alameda 6.2% $52,438 $12.78 $20.47 $24,630 $43,974
Fresno 10.6 39,088 9.33 14.24 20,002 34,058
Los Angeles 7.5 46,470 10.52 16.83 26,430 44,394
Santa Clara 6.0 63,188 13.77 23.45 28,240 50,976
San Diego 6.0 46,285 10.87 17.07 27,450 45,516
Medium-sized
counties
San Luis Obispo 5.7 40,225 10.09 15.10 24,329 42,234
Solano 6.9 40,225 10.09 15.10 24,854 40,185
Tulare 10.8 18,163 31,380
Small counties
Amador 7.7 40,091 10.60 15.74 21,956 39,830
Siskiyou 10.2 41,085 11.07 16.19 18,462 34,974
Tehama 9.1 19,292 36,392
State total 7.2% $47,084 $10.85 $17.31 N. A. $44,768

! State of Cal., Employment Development Dept., Labor Market Info publications, retrieved from
www.labormarketinfo.edd.ca.gov/?pageid=1026, www.labormarketinfo.edd.ca.gov/?pageid=152, and
www.labormarketinfo.edd.ca.gov/?pageid=1007.
2 Ibid.
® Ibid.
* Ibid.
5 Self-Sufficiency Standard for California, 2008, retrieved from
6Www.selfsufﬁciencystandard. org/docs/CA%202008%20A11%20Families.xls.
Ibid.
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Sample Sizes

The target sample size was 1,000 cases. This would be adequate to measure the deviation rates,
changes in the deviation rates, and changes in the deviation rates by various subgroups.

The sample of 1,000 cases was weighted across the counties to create a proportional
representation. Los Angeles County was separated from the very large and large counties
because of its inordinate share. Los Angeles represents 38.3 percent of all cases in large and very
large counties. Rather than use 38 percent in proportional sample, the sample used 20.9 percent
because Los Angeles accounts for 20.9 percent of statewide establishments. For other sampled
counties, the cases sampled represent the county’s proportion of large, medium, or small
counties. For example, 54.5 percent of all establishments occur in very large and large counties.
Since Alameda, a large county, has 14.5 percent of establishments among the sampled counties,
the weight for Alameda County is 7.9 percent (54.5 percent multiplied by 14.5 percent) of all
targeted cases.

Exhibit B-3. Weighted Sampling of Cases by County

Orders by Sampled
Orders County-Size Statewide Counties
Established Category Total Total Weighted Targeted Total
(FFY 2008)" Sample Sample Sample

Very large

Los Angeles 20,823 38.3 20.9 51.2 209 250 20.9
Large counties

Alameda 2,106 3.9 2.1 14.5 79 95 7.9
Fresno 5,246 9.7 5.3 36.2 197 236 19.7
Santa Clara 3,234 6.0 3.2 22.3 121 146 12.1
San Diego 3,918 7.2 3.9 27.0 147 177 14.7
Medium-sized

counties

San Luis Obispo 959 6.5 1.0 21.4 32 38 3.2
Solano 1,319 8.9 1.3 294 44 52 4.4
Tulare 2,211 14.9 2.2 49.3 73 88 7.3
Small counties

Amador 149 1.5 0.1 17.0 17 20 1.7
Siskiyou 235 24 0.2 26.7 26 31 2.6
Tehama 495 5.1 0.5 56.3 55 66 55
Sum of sampled
counties 40,695 1,000 1,199

Rest of state 59,078
State total 99,773
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! (Cal. Dept. of Child Support Services, Comparative Data for Managing Program Performance: Federal Fiscal Year
2008, Data and Performance Analysis Branch, Sacramento, California, Table 3.12.

Given the anticipation that some cases would have to be excluded because of missing data, the
courts were asked to oversample by 20 percent. The target sample (including this 20 percent
oversample) is shown in Exhibit B-4. Exhibit B-4 also shows the final number of cases per
county that could be used in the final data analyses. As the table shows, only two counties,
Siskiyou and Tehama, fell short of the minimum weighted sample goal.

Exhibit B-4. Minimum Weighted Sample Goals by County

Targeted
Minimum Sample
Weighted (includes 20% Cases
Sample Goal oversample) Usable in Analysis
Large counties
Los Angeles 209 250 262
Alameda 79 95 97
Fresno 197 236 237
Santa Clara 121 146 164
San Diego 147 177 180
Medium-sized counties
San Luis Obispo 32 38 51
Solano 44 52 54
Tulare 73 88 97
Small counties
Amador 17 20 20
Siskiyou 26 31 16
Tehama 55 66 48
Sum of sampled counties 1,000 1,199 1,226

Courts were instructed to evenly divide the sample between IV-D and non-IV-D cases. A 50/50
split was used in previous guideline studies. There was no clear evidence to support the

substitution of a different split in this study.

Exhibit B-5 shows the number of cases in the analysis broken down by IV-D or non-IV-D status.
The shaded cells indicate those counties where the sample goal was not met. Both Siskiyou and
Tehama fell short of the number of non-IV-D cases that could be included. Although a precise
breakdown of each county by IV-D status is not available, available data do indicate that both of
these counties had only about 1,000 cases in 2008 that had never received TANF.>® These would
be the only potential non-IV-D cases, and, of course, some of these custodial parents might have

% Cal. Dept. of Child Support Services, supra note 155.
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applied for IV-D services. In other words, a very small pool of potential non-IV-D cases was
available for inclusion.

Exhibit B-5. Sample of Cases
by County and IV-D Status

Non-1V-D Non-1V-D
IV-D Minimum  IV-D Cases Minimum Cases
Goal Usable Goal Usable
Large counties
Los Angeles 104 129 104 132
Alameda 39 48 39 48
Fresno 98 119 98 117
Santa Clara 60 83 60 81
San Diego 73 92 73 88
Medium-sized counties
San Luis Obispo 16 28 16 23
Solano 22 28 22 26
Tulare 36 47 36 50
Small counties
Amador 8 11 8 9
Siskiyou 13 16 13 0
Tehama 27 33 27 15
Total 496 634 496 589

Exhibit B-6 shows the number of usable cases broken down by IV-D status and by new orders
versus modifications. The sample consists almost entirely of new order cases. In this respect it
differs from previous guideline studies, which had more comparable numbers of new cases and
modifications.
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Exhibit B-6. Sample of Cases

by County, IV-D Status, and New Order or Modification

New Order Cases Modification Cases
Non- Non-
IV-D IV-D Total IV-D IV-D Total

Very large and large counties

Los Angeles 126 132 258

Alameda 45 43 88 4

Fresno 115 104 219

Santa Clara 71 69 140 11 14 25
San Diego 89 83 172 4 8
Medium-sized counties

San Luis Obispo 25 20 45

Solano 28 25 53

Tulare 34 46 80 13
Small and very small counties

Amador 4 5 9 10
Siskiyou 16 0 16

Tehama 28 13 41
Total 581 540 1,121 45 38 83

Exhibit B-7 shows the case file review definitions and instructions used by data collectors in the
study counties. Cases were selected randomly.

The data collectors used a case file review tool (i.e., Exhibit B-8) to manually record information

found in the case files. To protect confidentiality, the data collection instruments did not contain
any personal identifying information (e.g., names, social security numbers) from the case files.
Completed data collection forms were submitted to the contractor for data entry and analysis.
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Exhibit B-7. Review of Statewide Uniform Child Support Guideline 2010
Case File Review Instructions and Definitions

SAMPLING AND VALID CASES

This study will consist of a random sample of cases filed between January 1, 2008 and
December 31, 2008 in which child support was an issue. Cases will be pulled to examine if
there is a child support order.

A current child support order is defined as an ongoing order for the support of one or more
children that was calculated using the California child support guideline. A current child
support order is not an arrears-only order or an order for payment of health insurance. These
orders were not calculated using the guideline.

The study is limited to orders subject to the California child support guideline. Do not abstract
Uniform Interstate Family Support Act (UIFSA) child support cases unless the order is
established or modified by a California court. Also excluded are cases in which an order has
not yet been established and ordered where the combined family support and child support
could not be separated using the information in the case file.

If there are several orders within a year, please use the most recent one to complete the case
file review form.

In most cases, the AOC project manager has provided the court liaison with an electronic
spreadsheet of cases to pull. Courts have been asked to separate Title IV-D and non-Title IV-D
cases. Courts will be asked to pull fifty percent IV-D and fifty percent non-IV-D cases. Courts
have been instructed to pull three times the targeted sample quota to allow for cases that might
not be usable because of missing information or if a case is unavailable at the time.

For instance, Tulare County has a targeted sample of 88 cases. The reviewer’s goal will be to
collect 44 completed forms for IV-D cases and 44 forms for non-IV-D cases. A case will not
be considered reviewed unless the reviewer can complete the case file review form. If he/she
exhausts the primary list of cases and still has not yet met the quota, he/she will move on to the
secondary list of cases and the tertiary one, if necessary. In this example, the court would have
pulled a total of 264 cases. If the reviewer still cannot fulfill his/her quota after reviewing
cases from these three lists provided by the AOC, the court will then start going through the
general list of randomized cases until the targeted sample has been met.

REQUIRED AND MISSING INFORMATION

The purpose of this study is to determine if the statewide child support guidelines are being
followed and if not, why not. The following information MUST be specified, either on the
mandatory forms or shown in a court-generated child support calculation printout:

e Parents’ income, both gross and net;
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e Amount of base child support ordered;
e  Whether or not the child support ordered is the guideline amount; and
e If'the child support ordered is above or below the guideline.

Do not guess on any of the above or make your own determination. It must be specified in the
court file.

If the sampled court event is missing any of the above information, you may go back one court
hearing to review documents for the required information pursuant to that establishment or
modification of child support. If the case is a new order and there is no additional information,
return that case to be refiled. Complete only Section I, Case Information, and Section IV,
Missing Information. Again, this will not be counted in your case file quota. For example, if
you are required to extract 100 cases, and you have twenty-five where you could only
complete Sections I and IV, then you will need to collect data on twenty-five more cases to
meet the quota. (Review the section on Sampling and Valid Cases for information on how to
pull additional cases.)

Make a reasonable effort to find missing information. Keep in mind, though, that we have
estimated that it will take approximately fifteen minutes to extract data for each valid case. If
you find you are spending significantly more time than that to complete a valid case because
you are hunting through the file for missing information, move on.

Court liaisons were asked to pull three times the targeted sample. For example, if your quota
of completed cases was 100, the court contact was asked to pull 300 cases for review. If you
have reviewed all of the files pulled for you by the court liaison and you still have not reached
your quota of valid, complete cases, you will need to ask your court contact to pull more files
for you, as specified by the AOC protocol. You will need to estimate how many more case
files to pull for you to meet your case quota. Remember, you must attempt to complete fifty
percent of your total quota as IV-D and fifty percent as non-IV-D cases.

AOC project manager will provide instructions on where to send completed case file review
forms.

DEFINITIONS
SECTION |: CASE INFORMATION

1. County: Specifies the county that entered the child support order. This must be a county in
California among the eleven counties selected for this study: Alameda, Amador, Fresno, Los
Angeles, San Diego, San Luis Obispo, Santa Clara, Siskiyou, Solano, Tehama, and Tulare. If
the order originates from another state, it does not qualify for the case file review.

2. Order Date: This is the date the order was entered. It must be between January 1, 2008, and
December 31, 2008, to qualify for the case file review.
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3. Case #: This is the number assigned by the court.

4. Type of Case

Title IV-D Case: Case in which IV-D services for current child support were being
provided at the time the order was entered, indicated by local child support agency attorney
appearance, or that it is an “in-and-out” order (FL-632 Notice Regarding Payment of Support).
If an independent action is filed (FL-645 Notice to Local Child Support Agency of Intent to
Take Independent Action to Enforce Support Order), it is still considered a IV-D case. A IV-D
case includes a family law case or Uniform Parentage Act (UPA) case in which the local child
support agency has intervened.

Non-Title IV-D Case: Case in which the local child support agency was not providing
IV-D services for current child support at the time the order was entered.

5. New Order or Modification

New Order: The initial order or provision in a judgment for child support (since it
could be a default judgment and not the result of a motion). A new order would include any
order, including orders at further hearings that were the result of the initial request for child
support. There is no motion to modify. The motion is to enter an order.

Modification: Any order entered subsequent to the entry of the initial child support
order (new order — see above). There should be a motion or a stipulation to modify in the case
file.

6. Order Type

Default: No responsive papers filed, and no court appearance by respondent/defendant,
and no written stipulation or verbal stipulation taken on record. If the order after hearing has
the “Uncontested” box checked off, it should also be categorized under “Default.” It is
uncontested if the order after hearing has the “Uncontested” box checked off.

Contested: Responsive papers filed and/or court appearance and no written stipulation
or verbal stipulation taken on record. The different scenarios are as follows:
Responsive papers filed AND court appearance AND no written or verbal stipulation taken on
record;

Responsive papers filed AND no court appearance AND no written or verbal stipulation taken
on record; or

No responsive papers filed AND court appearance AND no written or verbal stipulation taken
on record.

Stipulation: There must be a signed stipulation or order indicating that a stipulation
was taken on record.
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SECTION II: PARENT INFORMATION

7. Approximate % of Child’s Time With Parent: This refers to the percentage of time used
to calculate the order amount.

8. Imputed Income: Income not based on actual earnings but based upon the court’s
determination of a party’s ability to earn. Income may be imputed for either parent.

9. Presumed Income: No information is available regarding a party’s actual income or income
history and the court bases its order on the provision of Family Code section 5002.

10. Parents Represented: Answer yes only if represented by private counsel. Local child
support agency is not representing parent.

11. Amount of Base Support Ordered: Amount of child support ordered exclusive of
additional support as defined in Family Code sections 4061-4062. Any order for $0 or a
determination of no ability to pay child support should still be considered a child support
order. If there is a “no ability” finding, enter $0.

Other terms follow what are in Judicial Council Forms.
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Exhibit B-8. Review of Statewide Uniform Child Support Guideline 2010

Case File Review Form

SECTION I: CASE INFORMATION

1. County: 2. Order Date: /

(Must Be Between 1/1/2008 to 12/31/2008)
3. Case #:

4. Type of Case (Check one): [_] Title IV-D Case [_] Non-Title IV-D Case

5. New Order or Modification? (Check one): [_] New Order [ ] Modification

6. Order Type (Check one): [_] Default [ ] Contested [ ] Stipulation
If order type is Default, is it uncontested? (Check one): [ ] Yes [ ] No

SECTION II: PARENT INFORMATION

7. Number of Children Subject to This Order (Circleone): 123456789 10+

For questions 8 through 19, provide an answer for each parent MOTHER FATHER
considered in the order calculation.

(Y =Yes, N = No, DK = Don’t Know)

8. Approximate % of Child’s Time With Parent % %

9. Is income imputed? (Circle one per column) Y | N DK | Y| N DK
10. Is income presumed? (Circle one per column) Y| N| DK |Y|N DK
11. Monthly Gross Income (If imputed, enter that amount. If unknown or

presumed, enter DK. This is a required field.) $ $

12. Monthly Net Income (If imputed, enter that amount. If unknown or

presumed, enter DK. This is a required field.) $ $

13. Was a hardship deduction applied? (Circle Yes or No. If Yes, check Y| N Y| N

the reason for the hardship deduction and provide the amount by reason.)

a. [_] Other Minor Children a.$ a.$

b. [] Extraordinary Medical Expenses b.$ b.$

c. [] Catastrophic Losses c.§ c.$

d. [_] Reason Not Stated d.$ d.$

14. In arriving at net income, was there a deduction for court-ordered ‘ Y ‘ N ‘ DK ‘ ‘ Y ‘ N ‘ DK ‘
child support, court-ordered spousal support, or voluntarily paid child | If Yes, # of If Yes, # of
support that was not part of a hardship deduction? (Circle one per children=___ | children=__

column. If Yes, enter number of children considered in the child support

being subtracted.)

15. Which parent is the obligor? (Check one)

[

[
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16. Does the obligor qualify for a low-income adjustment? (Circle one. ‘ Y ‘ N ‘ DK ‘ ‘ Y ‘ N ‘ DK ‘

To qualify, obligor net monthly income must be $1,000 or less.)

17. Was the low-income adjustment granted? (Circle Yes or No. Only Y| N Y| N
complete this for the parent that is the obligor.)
If Yes, enter the monthly adjustment amount. $ $

If No, was a reason given? (Circle Yes or No)

18. Is there an income and expense declaration or simplified financial

19. Is parent represented by an attorney? (Circle Yes or No)

Y | N Y | N
statement completed for the parent? (Circle Yes or No) Y| N Y| N
Y [N Y | N

SECTION III: CHILD SUPPORT ORDER

20. Amount of Base Support Ordered (Check and complete one. Note: A $0 order is still a child support order
and a “no ability” finding equals a $0 child support order.)

[1$ Per Month
[_] If not per month, please specify here: $ Per
[ ] Reserved

21. Is this the guideline amount? (Check one. This is a required field.) [] Yes [ ] No [] Don’t Know

Specify guideline amount: $ Per

22. If No to question 21, was the amount agreed to/ordered to (Check one. This is a required field.):
[ ] Above Guideline [_] Below Guideline

23. If No to question 21, what is the rebutting factor? (Check all that apply)
[] (1) Sale of Family Residence is Deferred

[] (2) Extraordinary High Income

[ ] (3) Parent Not Contributing Commensurate to Custodial Time

[] (41) Different Time-Sharing Arrangements

] (411) Equal Custody, Unequal Housing

[] (4I1I) Child Has Special Needs

[] Stipulation

] Unjust or Inappropriate

[] Other (Specify):
[ ] Unstated

24. Additional Child Support Mother Monthly Amount or % | Father Monthly Amount or %

(Circle one: §$ or %) (Circle one: $ or %)

a. Work- or Education-Related Child Care Costs

b. Child’s Uninsured Health Care Costs

c. Child’s Education Costs or Special Needs

d. Travel Expenses for Visitation

e. Other (Specify):

25. Is there an order to provide medical insurance? (Check one) [ ]| Yes [_] No
If Yes, who is ordered to provide it? (Check all that apply) [_] Mother [_] Father [ ] Both
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26. Is there any order for the apportionment of uninsured medical costs? (Check one) [ ] Yes [ ] No
If Yes, is it (Check one): [ ] 50/50 [ ] Pro Rata

27. Is there a finding that medical insurance is not available at a reasonable cost to mother at this time?
(Check one) [ ] Yes [ ] No

28. Is there a finding that medical insurance is not available at a reasonable cost to father at this time?
(Check one) [ ] Yes [ ] No

SECTION 1V: MISSING INFORMATION

[] No documents on result of calendared child support court event initially sampled (e.g., continuance, off calendar)
[] Parents’ income not specified

[] Amount of child support not specified

[] Guideline amount not specified

[] Above or below guideline not specified

Additional Comments/Remarks (Attach additional notes, if needed):

Form Completed By:
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APPENDIX C

Calculation of State Guideline Comparisons

State guideline amounts for four case examples were calculated for this study. In Case A, the
obligor’s income is unknown, the obligee’s income is zero, and there is one child. In this case,
the income presumption policy of a state’s guideline is the basis of the obligor’s income. If the
state’s guideline (or statute in California) does not specify the amount of income to be presumed,
the state’s minimum wage is used. If a state’s guideline does not specify the hours worked in the
provision, a 40-hour work week is used.

Case B is the same as Case A except for one difference. It assumes that the obligor works 40
hours per week at the current federal minimum wage of $7.25 per hour. In other words, there is
no variation in the obligor’s income among states on account of differences in state provisions
for income presumption, state minimum wage, or both. Other assumptions of Case A and Case B
are identical; that is, the obligee’s income is zero and there is one child.

Case C also assumes that the obligor works full-time at federal minimum wage. However, Case
C considers the guideline amount for two children rather than one child, as in Case B. Case D
also assumes that the obligor works full-time at federal minimum wage. Case D considers the
guideline amount for five children.
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Exhibit C-1. Assumptions and Sources Used to Calculate State Guideline Amounts

Internet Address of

Guideline Calculator or Automated Monthly Income Other
Guideline or Manual Used in Case A Assumptions
Calculation
$1,256 gross (full-
AL Mwww.alacourt.gov/pdfopt/rule Manual time, federal min.
32.2009.pdf
wage)
No income from the
https://webapp.state.ak.us/cs $i1 ,342 9ross (Full- Alaska Permanent
o . Automated time, state min. . )
AK sd/guidelinecalc.jsp Dividend Fund;
wage of $7.75/hr) o
annualize income
Mark mother as
) . $1,256 gross (full- custodial parent; 0
AZ ZZ'J '/;Szggig;ft;;e"Z;US/Ch'/ Automated time, federal min. children age 12 or
PP pe<.p wage) over; adjustment
percent is 0
AR http.//courts.state.ar.us/pdf/ch Manual ?}:n’gg;gs:a(rﬂi—n
ild_monthly20070614.pdf ’ .
wage after taxes)
https.//www.cse.ca.gov/Child $1,386 net (full-
Support/cse/quidelineCalculat | Automated time, state min. 0 timesharing
CA
or wage of $8.00/hr)
www.courts.state.co.us/Form $1,256 gross (full-
co s/Excel/childsupportworkshee | Automated time, federal min.
ts1.xls wage)
www.alllaw.com/calculators/C $f1 /429 net (fF‘”'
CT hildsupport/connecticut/ Automated time, state min.
PP wage of $8.25/hr)
Sole custody;
http.//csgc.oag.dc.gov/applica $f1 429 gross (Full- mother custodial
DC . ) Automated time, state min. ) .
tion/main/Custody.aspx parent; annualize
wage of $8.25/hr) !
income
http.//courts.delaware.gov/su $1,256 gross (full- Calculatpr
) : . automatically
DE pport%20calculator/page.asp | Automated time, federal min.
o . converts to net
?Submit=Continue wage) )
income
$1,097 net (full-
FL www.alllaw. com/ca/culators/C Automated time, federal min.
hildsupport/Florida/
wage after taxes)
https.//cscalc.gaaoc.us/CSCD )
A ownloadableFiles/Child_Supp | » . 3:&551% gross (- | yse cs Worksheet
ort_Worksheet_and_Schedul ’ ' Tab
es.xls wage)
Mom is custodial
parent; child-care
costs and health
] .. . $1,256 gross (30- insurance for
HI htzfp “/hawaii.gov/jud/Oahu/Fa Automated hour work week, children set at 0;
mily/CSG701.xls )
federal min. wage) | calculator
automatically
converts to net
income
ID www.isc.idaho.gov/rules/icsg | Manual $1,256 gross (full-
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08.pdf

time, federal min.
wage)

www.ilchildsupport.com/calcul

$1,386 net (full-

IL ating. html Manual time, state min.
’ wage of $8.00/hr)
Make up any date
of birth for children
(under age 12);
IN https://mycourts.in.gov/csc/pa A $i1 256 gross (f_uII- “no” adjustments;
utomated time, federal min.
rents/Default.aspx wage) father 0-51
overnights, mother
184+[days?];
weekly income
Calculator
IA https.//secureapp.dhs.state.ia A $f1 ,256 gross (f_uII- automatically
; : utomated time, federal min.
.us/estimator/estimator.aspx wage) converts to net
income
www.kscourts.org/Rules-
. $1,256 gross (full-
KS procedures-forms/Child- Manual time, federal min.
support-guidelines/2010- wage)
Guidelines-Final.pdf
Worksheet found at:
http://chfs.ky.gov/NR/rdonlyre
s/B369CDE7-C463-425C-
B257-
ng8§954EBBG/O/CS71REVI $1,256 gross (full-
KY (S; .a0c . Manual time, federal min.
uidelines table at: wage)
http://chfs.ky.gov/NR/rdonlyre
S/EDFA712A-D535-4368-
B61B-
DY9B9F12F1F5B/0/Guidelines
Table.doc
Worksheet found at:
www.dss.state.la.us/assets/d
ocs/searchable/OFS/Overvie $1,256 gross (full-
LA w/SES/Ses_OBL_A_330.PDF | Manual time, federal min.
Schedule found at: wage)
www.legis.state.la.us/Iss/Iss.a
sp?doc=107384
Make up any date
of birth for children
https.//lawhelpinteractive.org/l $1,299 gross (full- S““S’er age 12); .
ME ogin_form?template_id=templ | Automated time, federal min. no adjustrr]ents,
neither provide
ate.2009-01-02.1198670084 wage) h . )
ealth insurance;
annualize income
Worksheet found at:
www.dhr.state.md.us/csea/do
$1,256 gross (full-
MD vSvn/oad/W0rksheetTa.p of Manual time, federal min.
chedule found at: wage)
www.dhr.state.md.us/csea/he 9
Ip.htm
MA www.dor.state.ma.us/apps/w | Automatic $1,387 gross (full- Weekly income
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orksheets/cse/quidelines-
short.asp

time, federal min.
wage)

www.courts.mi.gov/scao/servi

$1,282 net (full-

Mi Manual time, state min. Weekly income
ces/focb/mcsf.htm wage of $7.40/hr)
http://childsupportcalculator.d ?};1’28?5%33;(2!;6

MN hs.state.mn.us/Calculator.asp | Automatic L °
X min. wage of

$7.25/hr)
www.mdhs.state.ms.us/csem $1,256 gross (full-

MS Manual time, federal min.
dhs.html

wage)
www.co.st- $1,256 gross (full- cl\)/il’abki(ratl':l ?o??rqi? dart:n

MO louis.mo.us/circuitcourt/fcform | Automatic time, federal min. (under age 12)
s/form14-2005sico.pdf wage) 9
Worksheet found at:

WWW.'dp/‘{hS.mt. gov/csed/pack $1,097 net (full-
et/guidelines.pdf . .

MT . Manual time, federal min.

Tables found at: wage after taxes)
www.dphhs.mt.gov/csed/pack 9
et/quidelinestables2009.pdf

Worksheet found at:

www.supremecourt.ne.gov/for )
ms/worksheet1.pdf $i1 ,097 net (fuII_

NE ! Manual time, federal min.
Tables found at:

wage after taxes)
www.supremecourt.ne.gov/for
ms/childsup-table.pdf
. $1,308 gross (full-

NV I;t_t;; é/g/ggh?rtslte.nv. us/NRS/NR Manual time, state min.

) wage of $7.55/hr)
$1,256 gross (full-

NH www4.egov.nh.gov/DHHS_ca Automatic time, federal min.
Iculator/calc_form.asp

wage)
Worksheet found at:
www. /udICIa/y. state.nj.us/csg $1,097 net (full-
uide/ix-c.pdf ! . .

NJ . Manual time, federal min. Weekly income
Schedule found at:

. , wage after taxes)
www.judiciary.state.nj.us/csg
uide/app9f.pdf
www.hsd.state.nm.us/csed/gu $1,299 gross (full-

NM idelines. html Manual time, state min.

) wage of $7.50/hr)
www.nyc.gov/html/hra/htmi/di $1,256 gross (full-

NY rectory/child_support_calculat | Automatic time, federal min. Annualize income
or.shtml wage)
https://nddhacts01.dhhs.state $1,256 gross (full-

NC .nc.us/WorkACalcSoleCustod | Automatic time, federal min.
y.jsp wage)

Standard
calculation;
www.ndcourts.com/chldspt/C . $i1 256 gross (f'uII- annualize income;

ND Automatic time, federal min. s
SCalculator.aspx wage) no” imputed

9 income or add-ons,
“no” to other
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options; calculator
automatically
converts to net
income

www.co.franklin.oh.us/commi

$1,264 gross (full-

OH ssioners/csea/pdf/CSX2- Manual time, state min. Annualize income
10.pdf wage of $7.30/hr)
www.okdhs.org/programsand $1,256 gross (full-

OK services/ocss/docs/computati | Automatic time, federal min.
on.htm wage)

e , $1,455 gross (full-
OR Z;fﬁ :.S///justlce.oreg on.gov/guid Automatic time, state min. F::gﬁ:i:a?ilﬁzs
wage of $8.40/hr) P 9
www.humanservices.state.pa. Calculator
us/CSWS/CSWS_controller.a $1,256 gross (full- autornaticall

PA spx?SelectionldBottom=7&Pa | Automatic time, federal min. y

. converts to net
geld=CSWS/support_estimat wage) income
or_entry _form.ascx
www.cse.ri.gov/downloads/ad $f1 ,282 gross (Full-

RI min order2007 03.pdf Manual time, state min.

— —Jo-p wage of $7.40/hr)
$1,256 gross (full-

sc www.state.sc.us/dss/csed/cal Automatic time, federal min. Mother has custody
culator.htm wage)
www. state.sd.us/applications/ $1,256 gross (full- gﬂgﬂztﬁ;;u

SD SS17PCO02CAL/SupportCalc1 | Automatic time, federal min. y

converts to net
.asp wage) income
http://tennessee.gov/humans
erv/is/Documents/1240-02- $3,132 gross

™ 04.pdf Manual or (median annual
Can download calculator at: automatic earnings of
www. state.tn.us/humanserv/is $37,589)

/isdownloads.html
www.co.travis.tx.us/records_c $1,097 net (full-

TX ommunication/law_library/pdf | Automatic time, federal min.
s/calculator.pdf wage after taxes)
www.utcourts.gov/childsuppor )
t/calculator?func=sole_custod : $i1 ,256 gross (f_uII

uT ; v _ | Automatic time, federal min.
y&is_modify=no&order_date= wage)

1/1/2009 9

http://dcf.vermont.gov/sites/dc

hiles/pdf/ocs/GuidelinesSole ?135’2)5’/8 gross Calculator
andSplit.pdf Manual or 5t automatically

VT . . state’s average
Can download calculator at: automatic converts to net

] wage as of Feb. .
http://dcf.vermont.gov/ocs/par income
e 2009)
ents/quidelines_calculator
Lo , $1,256 gross (full-
VA WWW.dSss. v1rg/n/a.gov/famlly /d Automatic time, federal min.
cse_calc.cgi
wage)
Proceed to old
$1,481 gross (full- version; use child’s
WA www.courts.wa.gov/ssgen/ Automatic time, state min. '

wage of $8.55/hr)

age under 12; “w/
mother”; calculator
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automatically
converts to net
income

www.legis. state.wv.us/WVCO

$1,256 gross (full-

wv DE/code.cfm?chap=48&art=1 | Manual time, federal min.
3 wage)
$1,099 gross (35-
Wi http.//dcf.wisconsin.gov/bcs/p Manual hour work week,
df/basic_guideline_table.pdf state min. wage of
$7.25/hr)
http://legisweb.state.wy.us/sta $1,097 net (full-
WYy tutesttitles/Title20/T20CH2AR | Manual time, federal min.

3.htm

wage after taxes)

224



Y44

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

0z S9k [euos1dd 1910
vl SoA Surgo[y
81 sak pooJq

% JIqeLe A JUOWID[H [BIOURUL]

‘sasodind uonensny[1 10J o, PArEWNSd JO UWN[0d [eo13AYI0dAYy e sapiaoid pue

Paau [eroueuly S, PIIYO B Jo sjuduodwod Jofew 9y sozLrewwuns 9[qe) Mo[aq Y [, "d3ueyo jou op jey sjusuoduwod oy}
Ul Punoj o1k JOII A} JO SOOINOS A I, ‘PIAJOAUI Tk sjudred y30q s10ym dIysuoIIe[aI [RIPOISND JO S[OAQ] [eIN3oRId Jsowr
JI0J [BLIdJRW ST JOIId 9] JO JUNOWR I [OAJ[ U0} B 9A0GE APOISND pareys JO Junowre Aue s 3191} J1 A[Juedjiugis
KIeA 10U [[1M P[IYO © SUISIEI JO SISO dIou0d9 Sulf[1apun ayj Jo 1ed jueoyiugis e jey) ur 931e] SI 101 SIY ]

‘proyasnoy s, juared 19410 I} JB SSI] PUR P[OYSnoy

© J& oW} 2J0W Spuads pyIyo oy J1 SISeq SAIIR][I B UO 9SBAIOUI [[14 SISOO [[B Jey) SSWINSSE dUI[opIng o], “Joyine

SIY} SB [[ONS JUBJUNOIOE UB 0} S}SOJ PAXIJ PAISPISUOD 9q P[NOM S)SOD IS ], "2JeyS dwil} Y} 03 30adsar ur a5ueyd jou
Op Je1]} $}500 0} PAJe[aI ST SuIssa1dx aJe oM Jey) JOLID O], *ME[ PUB B[NWLIOJ SUI[SPINS JU} Ul PAJOUSI ST pue UONBMIS
S, ployasnoy aa10adsar ayp Jo sorwouods ayp Jo uonesrjdde Ayney e st sy |, Juared aaroadsar ayp yym juads

owin oY) 03 PaIe[2l A[301Ip 9q 0O} PAWINSSE I8 SISO PIYD [[B I8y} SI paIeaId SI Jey]} J01I9 Juedlyugis oy ‘A[fediourig

‘[opou SIYy} J0J suondwnsse oy} Ul SIOLD
[eoneWwdYIEW 0} anp BNuULIo} Aur[apins ayj Jo suonedrdde [eorueyoow oy Jo awos Aq paonpoid are jey) sanmbaut
91} JO UOTIUSW OU SeM I3y} ([0 JoF durjopIno) 1oddng prryD wiojiun) apimale)s Y3 Jo MIIAI oy} Suung

“JuowoaIgesIp [ejuared oy Jo SOPIS Yl0q UO SI 9AI[oq

oM Jet[} J0JOBJ € SI ST ], ‘JOIU0D [RIPOISND J0] sjuared oY) U90M)dq Jem JO Sny B IOJ UOTIBATIOW donpal d[oy pnom
ssouare,] "Ajurofew Jo 03 uB SAYOBAI PIIYD Y} [IIUN YINOA S PIIYD Y} JO s93eIS [[B JB 101[FU0d Suronpai o3 30adse
juejrodwur Ue SI QUI[OPING JIe} A[[eIOUBUL € 9AJI[Oq OS[B A\ "SONIed PIA[OAUL [[ 0} JTBJ pUE S[qBUOSEAI 9q P[NOYS
saurjopIng jroddns p[iyo s, eruiojife)) 18yl 9A91[9q A\ "uoneredas 10 9010AIp ® Joye syuared yjoq Aq A[[eroueulj pue
A[reuonourd payroddns 9q 03 paau UIP[IYD JeY) [BIA SI J1 1By} SISk UQIP[IYD) pue SOI[IWe,] I0J SOURI[[Y BIUIOJI[BD

'SWEPRIA PUB SIIS 183(]

J0J0QII(] ATINOIXH
qnons med

uaIp[IYD
pUe SOI[IIe ] 10§ SOUBN[Y BILIONED | T

"SURY L, "anSSI SIY) UL P)BONPA 9q 0} PISU A\ "P[IYO pres jo 1oddns oy 03 Sunnqriuood osfe

st uondwoxo diyspaey oy 03 309[qns priyo oy Jo juaied 1oyio oy J1 uondwioxe diyspiey oy Jo J[eY-oUO 0} PIPIIUD
Aquo st juated e jeyy Aes sagpnl pue sAsurope awos asnesoq Joy1e303 priyo a3 Suntoddns are syuased yjoq uaym | 0
auore priyo ay3 Sunzoddns st juased suo usym | st 10joej uondwoxa diyspiey ay) JO UOLB[NO[ED Y} JI JBI[O JOU WE |

Kowiony
ouernguy "Q uoley
oueI3uy ‘() UOIBY JO SaOJO MBT | |

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




9c¢

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

ueg JO AUBW JO SPAIpPUNY WOJJ SALI0IS SUIDS[[0 A[IYM PIJONPUod 3urdq SSUIpUL} 0183l SUI0SUO A} SI MO[g

L STUAWWOY,, WO0911Nn02991ndoay} uo pajsod sem jeym jo aised pue Adod e s1 payoeny

uoneziuesi

1joId UON 'V -DADD/U3IpP[YD)
pue so1[Iue,j J0J UonI[eo)) elIoje) | ¢

“paonpoxur Sureq are jeyy sydoouood
J10J uoneSnsSaAUl JoYIN} J0 uoneue[dxa [1ejop JOJ d[qe[leAt dJe PUB MIIAI J0J STy} Sumpruqns A[njioadsor ore o g\

"SJUSPISAI BIUIOJI[B)) JO SWO0oUl 9FeIoAR JOYSIY Y3 Ul pajoo[jol Apeale aIe s1S0d PIIYd 10J

Popaou SIe[[Op [BUIUOU JAYSIY 3y} pue SUIAI] JO 1509 19yS1y Yy} 10} 9esuadwod d[ay 0} 10308} Swes ay) JO asneoaq
JOUSIY OS[. ST SJUSPISI BIUIOJI[B)) JO QWOdUT AFRIIAR ) 9SNBIJQ Jusunsnipe ue SUIpasu 10U ST J039e] 3 oY) 1B}
UI JOWIOUSTW © ST STY) ‘TOAIMO *S1S0J PIIYD 0] dJBIO[[B 01 SWOIUI JO 35e1u0010d B SIURIUS A[)031100UT J0J0RY YT
« BIUIOJI[RD) Ul SUIAI[ JO 1500 YSIY,, 9U} JO asnedsaq J[qe}doode pue A1essa0aU SI )1 UONBZI[BUONET OU) YIM PIJUBUD
A[SUoIm Sem JUSWIROUBYUD SIY) TRy} PPR Ued dA\ YSIY ST J030B] 3 oyp odar a3 ur paySIySIy pue seare JOY0 Uuf

‘("axeysawWI} 9%,()S PUB SIBYSIWI] 9 ()) Wnoads ay) Jo spaau ayj je paounouold IseI[ SI 101 pue D) Y} 03 103dsar ur
SEY] 9U[S/d SWOdUL dAT)R[d1 3y} 0) uontodoid Jo Ino uayy I p[oyasnoy yioq ut priyo 3y} 10j Sursnoy 10j Aed a10jo10)
pPInom JON 2y} Junowe ay |, "A[poa11p jroswiy Joj Suiked Apeaife st oy Suryawos jo uonod e 10§ 4D 9yi Sursinquiral
dDN a3 oaey 03 1dwape pnom 3uisnoy 03 paje[al oddns priyo ayp Jo yusuodwos ay |, ‘Fuisnoy Jo s3sod 810} Ay JO
9,06 Junowe aandwnsse tefrurs e utked Apjoa1rp osfe st JON Y3 pue Sursnoy JIoj s}sod 8303 Y} JO 9,06 2andwnsse
ue Aay1] 3sow,, Sutked Appoasrp Apeaife St JON Y3 18y} SQI0UST UOIIBIO[[B PIME[J SIY ], SIS0J SUuIsSnoy paxiy oy}

10J 1509 [8303 o3 10J (dD) Juared [e1poIsno AIewLid dY) 9SINqUIdI 03 JON Y} J0J UOIIBO0[[e IBYS JUIN B S9JBIO[[8
uay) pue judred 9Anoadsal Y} JO SUIOOUL Y} 03 JAIIB[OI }SOD S)S0J FUISNOY PIXIJ o} 10J }SOJ 810} O} SAJBIO[[B

pue sjuared oy 10y Sursnoy jo 3509 (2Aandwnsse) [10) & SUSISSE 1 JR} Ul PIME[J ST SUI[opINg oy} Ul Pasn B[NULIOJ oY,

"PISIOAQI SEAM UOTJBIIIS O} J1 QW) Y} JO 9,08 USAD JO ‘040€ ‘%0 WIY UM SI

PIIYO 2y} J1 JON Y3 10J Je[IWIS JO Swes Y) dIe SIS0d PoXI) 9say) 10J s)s00 oy, Juered Arewrid oy yym s1 piiyo oy
uaym Aeme 03 10U S20p asuadxa SIY T, "dON U YIM oI AT} S[TYM UIP[IYD JIY/SIY JO OB J0J (Juountede Jo swoy
Io3re] aAey]) WOOI & J0J JutAed Jo asuadxa oy 03eI1SSa00U pInom Sy} ‘A[aN1] ISOJA “dIySUOIIRaI IOy /SIY UTejuret

0} JOPIO UI SOOINOSAT ISNOY UOHEIIPIP PuB WOOI B 9ARY 0} paimbal aq pjnom JON 2Yi ‘uorenyis a1eysawil 9%,0g
[Jerpoisno-uou, oy Uy “peounouoid jsowr st uonedrddesiw [eorjeWdYIEW 3Y) 03 Pa1} JOLID Y} ‘04(0€-%0T [9A9] [eo1dAy
oy} SUIAJOAUT SJUSWIOFURLIE APO)ISNO PAJeYs Ik 2IOY) USYA "PAA[OAUI Ik sjudted yjoq uaym juswaduelre Apojsno

© JO S[OAQ JUSIONIIP YILM [ONW AIOA ATRA JOU P[NOM [OIYM ‘IS SB YIns sjuauoduiod Jf) 03 SAJB[I 0L O,

I¢ ou B by N
Ll [ented uoneyodsuer ],

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




LTC

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

‘Apo1sno ssaf A[O¥I] 10 SIS[IUBWISIP 9} WOIJ SUII0d JBIIY) A[IqNS Ay} SAsuds os[e juared jey [ ‘§$$Sso[ Aue jou pue
9,0. ¥e uroo Joddns oy doay 03 s993 a1ow WAy} Aed 03 oAey [[Im ays/ay ey} Jeay ur Juared jeys doay Appqns Aoy,
"(WyS1-Aep ur Anf10d 31uuwod 0} SISUBWSIP 9y} SUIMO[[B PUB SUONB[OIA I[Ny UN0)) V) Sumaqe pue SuIpie ‘[00g
oours jornb Surdoeay usoq aary oym) Kourone I9y/SIYy Aq pautem SI 90/ JO Apoisnd Iays1y e sey oym juated oy J -

{oInpaooid orjeWIoINE JSOWE UB SOW0J9q SIY}
a1oym ‘sjuared 1ood 103 1dooxa qnejep £q Apoisno ()G/(S I9AU SI 213y} AYm 0 Sk ouOo 21enbs 03 sn 3] Je) PNOA\

(Aporsno [earsAyd oy snlpe 03 (S9q1Iq/S9)) NUITA TAIS §$$ © ST 2I9U} JT MOUY] QUOAUR S20(]

LAPOISN)) [BIISAYJ Ul 9SBAIdUI 9,()G © 3123 Juated jey) pinoy "000°0s$ Suided juared you e yons surdew
"A[SUIPI0OJJE 4IN00 Y} YIIM PO} PUB PIjedLIqe] 9q [[Im 110dal  SIS[IUBWSI

9, "qei3 01 SIo[IuBWSI(] N0 A[we oy 03 9[qIsIA [[13s Aouow pue (Juated jeyy Aq paqriq) pred Aouow

uodn juopuadap ATy31y st (9405-S woly) aseatour yons Auy jjuared 1oyjo oy 01 poddns priyo ssof Surked jrels [[im
K[Sno1Aqo ‘(s1opuewsip ayp 03) juared Juiqriq oy ‘pIASIYOE SI 0,GE SB NI Sk "9'T ‘Apo3snd [eIISAY 1oyS1Y 9,G 90U

"ow 10A0 93ejuodrad 1oysiy 1oy urdoy ‘spry IOY/SIY 995 03 SHOIAYAS AAIAAIO0 LINOD 1oy
0} _911H,, 10} siopuewsiq Ajrwe,] ay3 Surked doay A[uo 03 Asuioyre 1oysiy Aq poydwoad A[snorxue aq SAVM TV

[[12 “0S 10 9,(0¢ A®BS SN J] (M09 YSeD a3 SI oym uo a} A[[ensn) juated a3ejuoordd 10MO[ B 2I0UM ‘OLIBUIOS U -]
:Apoisn)) 1ea1sAyd (S/0S LON St 3 uaym suaddey jeypn

(MOH

“IopIey pue J3UOo[ JOI0 Yoed Sunysy Ajoo1ory ‘urr ayp ojur syuared Surysnd

daay 03 2ATJUROUL U dABY AUO [[IM ‘SId[JUBWSI(] A[IWe,] 1No)) ay) Aq uni ‘sarjiwey jjo Surddur surgoew Juruwmyo
AKauow 2y} ‘Spasu [enjoe s PIIYd Ay} A[LIBSS909U Jou pue awodul sjuared uodn paseq Suraq st poddns priyo g

‘Woddns piyo yim Fuofe 1s1xe LON S0P L TINVAAA Ad,, Apoisnd (/05 'V
:se Suo| sy

: SIopjuewISI(] N0 AJIWE,],, PO[[BI-0S AU} AQ POZIWIOIA oIk oYM SjudIed 0391(]

2400 pue (N solpe], pewy

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




8CC

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

AIVININNS dALLNDAXH

‘sourpoping jxoddns pyiyo oY1 Jo Ma1491 9y} uodn

JUSUIWIOD pue jen[eAd 0} paygrrenb Ajonbrun are sorouoFe 1roddns pIryo (8001 oY) SNy T, "USIP[IYO UOI[[IW §° ] JIAO JO
S1SQI0JUL A} 9AIS pue sased Joddns piiyo vorfwu 9° | Ajoyewrxordde oFeuew oym sjeuorssajoid 1ioddns priyo 00|
19A0 Aodwa sorouage osay [, “eruIojI[e) ul sarouage j10ddns plIyo [800] [BUOISAI IO AJUNOD PajeaId A[LI0JNIBIS [G o}
syuasaxdar VS “({F@SD) uoneroossy s1030a11(q Hoddng priy) eruiojife) ay) Aq papruqns aIe SJUSUWWOD Sy |,

eruiojeD jo (VAsd)
uoneroossy si03oa1 poddng ppiyd | ¢

‘s1opjuewsL oy} Suntoddns pue Sunowoid dooy oym sAourone
InoA Aq p1o) Sureq a1e NoA JeyMm JO BJOT QUO JAJI[I] JOU OP PUR ‘MO oy} Ul sjudred 19410 01 ue)si] asedd ‘sjuared

......... WHQO.HNQ Qﬂ.— OVM.NB

"SpDy 9y} 10§ 1J9[ Suryrou YHIm spunj a39[[00 SpLy oy} no 3urysed X TNQ e SIOJRIPIN

pue ‘sysideray |, ‘s1ojenjeAy ‘SAouI0)y SuIpn[oul SIS[IUBWISL(] A} JOB] Ul UAYAN "019 Dey 193 03 Jey Aed ‘1oy3Iy
93eyuaorad yonw siyy 193 03 siy) Aed— IouUIM B 918 NOA PUB 9PIS INOA UO a1k A3y} jey) uolssaxdur Juadij[our oy
Nn0A SuIAIS SAQUIONY Y} M ‘sAouIo)e yioq Suizinn poos [ea1 unysy yioq aJe pe(] pue WOJA SI JNSAI Pud oy,

,spunj ugredwes uonoae yodar A[e39[ jou sagpnl oy op Ay
(Io1aeyaq siyy Joy poddns [eroueur joearpur s308 9S[0 oYM
HPIdRY B IBUM

iSPI 110U} 99S 01 9]qe 2q 0} ‘SIBAA 10J JOY)0 Yord SunysSIy SOAJOSWAY)
puL} AJUO [[IM ‘SAQUIONY PUE SIO[IUBWSI(] AU} O3 SUIYS J1ay} Surso] o[y syuated yjoq ‘A[[enpeis pue A[oing

jsiuored
)0q UMOp FUIeaIq IOY}INJ ‘SUONEBSNOJL 1Ie)S 0} ST JAOW JXou 3y ‘syudied yjoq 1ede Suries) A[nyssooons pue ‘sopis
)0q UO UOI}O’ Ul SASUIO}E PUE SIS[IUBWISI(] Y} AQ PAILNSIYDIO , d0URIS-POOMAT[OY,, ULIL} B YONS JO J[NSAI B S -¢

'SIpIs 309
U0 SAQUIOYY pue SIS[JUBWSI(] AU} 0} UINYD 0) dNUNU0I A[U0 spunj a39[[0o SpL oy ‘Aem s1y [, “(3[neyep £q 0S/0S
[ons ou SI 2191} 9Snedaq) 9,0, 18 Apoisnd dooy] 01 s1opjuewisIp a3 pue Kouione ay yroq Suiked doay A[uo Lo os

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




6¢C

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

*$59001d MIIAI JO IOpUIBIAL

93 Y3nOoIy} 9010A B [3IM IOp[oyaeIs A9y & se saroudde yoddns priyo [e00] oy) AJIuspl UOepuSItuodd ST}

ur aen3ue] 1ey) sesodoid ose (S dwodno Jo uone[si3a] pasodoid Funnsas Aue pue saurjoping uoddng priyD
WLIOJIU) 9PIMIIL]S JO MIIAdI oY) SuIssaIppe Jo sasodind 10] SIOP[OYILIS IOYJ0 [[B 0} POISJJO dIe Jey) SUOISSNOSIP
[1e pue Aue ur papnjour 3q sarouagde oddns pyo [eoof yey sasodord pue uonepuswosal siy spoddns yas)

‘ss2004d 110ddns pjiyo
ayy u1 uonpdid1avd 24110V A12Y) 23VANOIUD PUD SA2P]OYdYDIS 230U 0] S2132)0.41S dOJAdP ‘UONIPPD U] “12]]2G YAOM
W2ISAS JU2.4IND Y] YUl UDD AdY] OS UOLDULIOfUT YIIN WdY] dInba pup S4opJoYaYDIS WINPT ¢ UOLIDPUIUUIODDY

‘sjuowyoe)e pue y Xipuaddy 22§ "UOISIAQI € Yons
10[ [esodoid & opew sey pue ‘Ma1Aal dUI[dpML) ay} Jo 1ed se papasu st «Z)(P)O0tL [ U0NIIS 9po)) AJrwue,]) 2)niels
owoour pawnsaid oy} I0 UOISIADI B Jel} SOASI[9q VSD ‘UONIPPE U] "UONEpuawoddl siy) spoddns A[3uons vgs)

.w%.Nb.QQmN uonnqLIp duOIUl JU2AAIND Y] JDNJDAH 7 UOIDPUIUUULODI Y]

*$JI0S1[qO AWOIUI MO[ J0J pajsnipe aq pnoys urepIng ay) Moy Jurraprsuods ur [nydjoy oq [m

BJBP SIY} JO MOTADI Y "AIMNJ JBJU Y UT SISATRUR JOJ BIEP SIY) 0] SSA008 JARY [[IM VS "SWI0LIdd [9A9] swodur
o1J102ds © J& pauIeIqo SIOPIO MOY MOUS UeD Jey) ejep sasnoy ‘weidoid Woddng piry) eruiojije)) ay) Aq pasn wd)sAs
JuowoFeuRW B)BP IPIMITR)s A3 ST YIIYM ‘(FSD) WalsAS juawoosouy Moddng priy) parewoiny eruoje)) oy
-ased 9jerrdoidde ue ur ouropIng ay) WOy 9JBIASP 0} UONRIOSIP Y} UIe)al P[NOYS 31nod 3y} jey) pue Q1oddns piiyo
0] Pa1Io[[e dwodul S I03I[qO Ue JO a3ejuaoiad Y} I9oMO[ 0] PUB OUBMO[[B 20UISIsqns B YIm J0S1[qo ay} apraoxd

01 paIsnipe aq PINOYS PIOYSAIY) SWOIUT MO] Y} 18y} $9213k YIS "uonepuawwodas siy} sproddns A[3uons vas)

‘2UljapIng ayj ul JUUISNIPY 2UI00UI-M0] Y Afipout 40/pup aippdn) ] UOIIDPUIUIULOIDY

:UOQIAY) SIUSUIWOD FUIMO[[0] S} S PUB ‘SUOT)EPUIIUIOID]

pue sSuipury oy} pazA[eue VASD ‘Aprig autjaping 1i0ddng pjyD) 0107 Y} UO JUdUIULIO)) O] UOYDIIAUT )

Jo 1d199a1 uod) “saurjepiny oddng priyD erurojie) Jo Apms uonerdossy s1030311(q Hoddng priy) :punoidyoeg
.mojaq Apnys sty fo Lpununs 225 “sauroping 11oddns pyIyo wojIun s BILIOJI[E)) JO MIIAIL oY} YIIM PadIeyo
SIUBI[NSUOD Y} 0} UONBIVOSSY S1030a1(J Hoddng priy) ay) Aq poprwuqns d1om SOUI[OPING 9y} JO SUONEIIPOW

10 sresodoad ‘oop oo jeyy Jo s3urpuly oY) uo pasegq ‘saureping Joddng piy) eruIoje)) ay; SUIUIOUOI
SanssI JUNSIXd PAIMIIAI UONRIDOSSY 1030011 Hoddng piyD oy Jo sapiuwo)) saonioeld (8397 oyl 6007 Ul

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




0¢€¢

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

‘awn JnoA 103 nok yuey ], ‘[nyosn sI uonewoyul siy) adoy |

‘sasuadxa
S,PIIYO Y3 Ul YIYS B 0} dje[sULI) ‘AJI[BaI UI )0U ‘S0P Jeysawn) ul 93ueyo juad1ad-ouo e jey S Sury) Jayjo oy [,

‘uone[noes 1oddns piiyo ayp uo Jusdiad jo ojdnoo e Sutaow uo jou

pUE aIBJ[oM S,P[IYO S} UO SNooj S[0F 19 pue juswoFuerre Sunuated oY) woiy 1xoddns pyiyo Jo 1doouos oy ayeredos
K[9A1309J0 prnom siy ], “umop 1o dn jroddns ay3 aArp 03 3snf Suruoas 10 Aep e 1240 Y3y 03 A1 jou op syuared

o} 181 0S [2%6H “%0€ ‘%S T] ATUO SY0[q %G 9q PINOYS I JBY) W 0) SWAAS J] “JudIed [RIPOISNI-UOU oY) PIM
JOBIUOD puUB dIBJ[oM S,P[IYD oY) UeYy) Jueliodwl 2I0W SWO0I9q 0} [SOPIS YJ0q UO] SUIIOUO0D Aduow sasned uoyjo yoddns
P10 2y Jo uoisiaoid aSejusorod areys awm Y], "SIBOA Gz UBY) 9JOWI JOJ SSAUISNG MET A[TUe,] Oy} Ul U23q 9ARY |

Kourony
“If Jequn(q “q preuoq
equn( 29 Jequn( | 9

‘SION Isurede js1oer pue paselq s 110do1 Juermd oy J.

‘SMEB[ MOI)) WIf }SIoeI 0) 9]qeredwod SI 1 90UIS PAJRUIWI[S 3q PINOYS SN 0} SUIULaWP SI Jey} dSnqe [eroueury
SIy) pue A[[enba spry y30q 031 $s300% [enba aaey pnoys syuated yioq pue ssourey ojowoid pnoys surjapms ay L

"dD 2Y3 £q SWIEO 9s[eJ UO Paseq andj JoU ST SIY} USYM dIBYSIUIN
2,0 spuads JON 2y ey} aurjepins jroddns pIyo ay3 103 93els UINg UI WAY} PUEB SIBYSIW %€ B JON UE pIeme [[Im
S1N0O oY ] "SHN0d Ay} Ym own Sunuaied Jo uonendiuew oy JOPISUOD 0} s[Te} Ma1ad1 durjoping roddns priyo oyl

zuen) AdJeJN
HAdSIID | °S

JUIWIIO0I JO IXI) [[NJ J0J JUIWYIB)IB Y
‘uonepusawwodal siy} spoddns vas)
"2]1f aSDO Y Ul UOUDULIOSUl PIJIDISP 10Ul PUD 13]J2q dDANOIUT : ¢ UODPUIUIULOIDY

‘owIn ST} 38 QI9UyMIS[Q Juads 101309 9q pInod ‘o[qeirasut

Ieadde sopni [e1opay SurApIopun a3 03 saSueyd udyMm ‘mou jroddns [eorpaw Surpredar sanie)s pIPUSWE 10 MU
juowddwr pue do[oAdp 01 PaIINbal s90IN0SAI [8O0] pue 93els Jey) s)so33ns Y S "dul| SIy) 38 pajpuey A[ojenbape
oIe ,SS900E O[qBUOSEAI, PUE SO0 9[qeUO0seal,, JO sansst oy} ‘(g1 I01deyod g 107 somels) 08S dS Jo d3essed ayp
YIIM ‘TOAOMOH "STULIQ WLIOJAI 218D I8 oY) YoIym sagueyod o) Surpiedal umousyun sI yonuw jey} soziugooal Vqs)

‘140ddns [poipaut yovo.ddp sajpls Moy Ul SaSUPYD SV []o SO 241INnf ay) Ul Sajn.d [p4apaf ayj o}
Sa3unyo 2onpoad dbwt wA0fo.4 Yy [PUODU () [ ()7 VY] 2Z1U300a.1 OSID JNq 1034f2 Ul AJjua.Lind a4 jyj sajn jioddns
[po1paul [p42paf 9007 Y1 J2aul ubd piuAofiIp)) pyj 08 S23uUPYd Suli0fu0d Lipssadou Auv Jdopy f UOIIDPUIUULOIIY

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




1ee

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

"$SQ00NS II3Y) PUB SLIOHS 1Y} 10J paystund 000/ ap mou o1e pue ‘sar[Iuiey Iy}

1oy s1op1aoid poo3 aw009q 03 piey pue Fuo[ Pasjiom dAey woym Jo Auew ‘s10311qo oddns pyo osay) 03

Trey ApIey st SIYJ, “10YSIY %7 T ST I 9S8O YOIYM UL ‘00001 $ JO SWOOUI PIUIQUIOD € [1UN JOYSIY %0 ST Yorgm
‘10308,] H 93 0} $903 11 1By} 9A0qB—IJUOW € ()()9‘9§ JO dwooul paurquiod & 0} dn sorjdde AJuo 10308 3] oYL T

"AWOU099 JUSLIND
oy ur Ajre[noned ‘paIomol oq P[NOYS 10J0e] I Y[, JUBAS[ALI SI SUIAL] JO }SOD o} ‘Quodul JO sagejuaorad
U0 paseq SI SUI[OPIND) dY} S0UIS ‘TOAMOH Y31y ST SUIAI] JO 3SOJ S, BIUIOJI[R)) JeY) SI SIY} J0J uoneoynsnl
Pa1eIS-JO Y, "SAIBIS PAIIUN Y} UI 3SaySIY Y} JO SUO SI ‘91 10J %,0S PUB 0M) IOJ %0 ‘PIIYO U0

JI0J awooul Xe) JayJe 191 1O SIY Jo 9,67 Aed 03 10811q0 1oddns piyo e saxmbal yorym ‘1ojoeq I S eIUI0jE) ]

:0pN[OUT 9SAY ], 'SSOIPPE 0} S[IE] MITAIY Y}
yoIym aureping yoddng priy) WIOIU JUSLIND Y} YPIM swd[qoid [enue)sqns Swos dIe 910y} ‘puey IAYI0 Y} U

‘sasealout poddng priyo Aue Joj [[€0 J0U S0P MIIASY Y} Jey) ST dAnIsod Joylouy

*91BWI[O JIWOU099 passardap s, Aepo) ur any Ajremnonted

SI ST ], "SSQUSSI[WOY 03 ped ueo suonedijqo 1oddng piys 19y} pue ‘soouspIsal Umo JI3Y) UIBJUTBW 0} )] SIOIN0SI
oy} 9ABY A[90IBDS S[BNPIAIPUL 959y} JO Auew ‘)nsal € sy ‘parjdde Suroq jou are suononpap diyspiey 9jerrdordde

oy asneoaq 1ed ur ‘y31y 003 39S U0}JO Ik SI031[qO SWOdUL MO[ J0J suonedi[qo 1roddns p[Iyo ‘saj0u MIIADY Y} SY

*s1031[qO SWIOOUI MO ISISSE 0 SWLI0JaI Sunjewr uo
siseqdwo ue Ind so0p MIIAY ()1 (QZ SY) WPAId S) 0], SI0TI[qO SWOIUL MO[ 0} QAISNQE SAWI} Je PUL JIeJun SI Wa)SAS
woddns piyo ay ey} “e1pawr oY} Ul pue DOV Y} 01 YI0q ‘UIIOU0D S}1 passaidxa uo[ sey sal[iwe,] pue s1oyie]

"swd[qold sey os[e Jnq ‘Seale JWOS Ul PIEMIO]

dass e st (oday Yyeiq) 0107 duiepin poddng pliyD ULIOJIU() IPIMIIEIS JO MIIADY MU Y ], ‘sanred paajoAur

[Te 03 IreJ pue 9[qeuoseal aq p[noys seurjoping yoddns piyo s BIUIOJI[E)) JBY} 9AS1[q A\ "UoneIedas 10 90I0AID

e Joye syuared yroq Aq A[eroueulj pue A[[euonowd pajroddns 9q 03 PaSU UAIPIIYD Je) SIAI[IQ SA[IWER,] PUEB SIAYIL]

:SWEpPEJA Pue SIS Jeaq

aAneuasardoy

OANIR[SIST ‘UOSUIqOY [QBYIIN
J0102II(J QATINIAXH ‘YA ‘SOBS Uud[n)
SaI[TIe, pue sidyief ‘L

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




[4%4

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

9} 9SIN0D JO NG ‘SISBI JISOW UI J[qE3IOM SI 1OPIO Joddns wnwirum (' ()S§ © 10J UoIsIA01d [eI9Ud3 o) JuIyd | 4

"0sTe 9931]q0 dwes oy} YIIm SI031[qo S[dnnu udomidq

sased joddns 9)euIpI009 AJ[ENIUSAS 0} POOS 9q P[NOM J] "SISPIO - 9[BIOIOJUIUN A[IAI}OJO PUR - OIJSI[BAIUN

pue Sunoljjuod Jumunuod [enudjod pue suonedo] Surresy ojdinw Surimbai uey) 1oyjel Sunyas AUO UI [eNPIAIPUL
1B} 10J opew 9q ued syusunsnlpe 11oddns oy Jo 1 0s ‘wonddIIp I oY Ul dojs © SISIY ], TenplAIpUl SUO SUIAJOAUL
sased opdinw a1e 21911 uayM JOTI[qO Ay} M 9q Snoo] [euonorpstnl ayj Juiaey premol SUIAOW 1B A\ °¢

‘3unesyop

-J[9S SWAIs SIY} - 9Feu0osod 10y3Iy e e sojes uoddns 11e3s am op Aym 0S 24,7 PRIIXd syunowe Jopio oddns
PIIYo uaym JuedTugIs owod9q djdoad swoour 10moj 10J s1edrre oddns pIyo Aoys ey SAIpms ) JOqUISTIAL

0 Jueyzodwl ST 3] "SJUSIAIOUL SWOJUL I[[BWS UL spIemdn JI0m pPue 9, I9MO[ B ILM 18IS 0) SPIAN "PBOIq 001 SI 9
- 008$ Jo 93ue1 QWOOUI A} 10J %, G SUls() "PIeMUMOP PIYIPOW 2q 0} paau oFejuadiad jey) 03 payoee WOIUI JO
S[OAQ] oY) NV sModdns plIyo 0] 9[qeIngrije dwodUI JO 9%, 9seq Y} Yjoq ‘sjudied SWOOUI 9JBISPOW pue MO[ I0] T

‘A1pareada uone[siga] ssed 03 Surary noyim sagueyo ay) 10J A[[eonewone
MO[[e P[NOM B[NULIOJ [qIXI[J oJowW & SUIS() JOM P[NOD [9A] A11oA0d S,U0ISAI 9} JOAO IRl 0, © T8 2InJ1y

owooul ue 10 ([e1opay ueyy JOYSIY J1 03el 9)es) aSem WNWIUIW ) JOYIIO 9y} SuIsn ‘paster 9q 03 Spadu YT oyl ‘| Kuno)) epauwiely Jo 1no)) Jouedng
Joyeyioe,] me  A[rue
:Surmorroy oy aziseyduws Ajeroadss pinom [ “pood st papeay 9q 03 waas sfesodoid ayy uonoap sy reIea0 uewIp[on) ddepue) | '

*SJUAWIWOD INO SULIDPISUOD 10J SOUBAPE UI NOA Yuey [,

"SIOUOW pue sIoyje] 10J sanIiqisuodsal pue syySLI [enba saysI[qeIse Jey) WI0JaI 11n0o AJrue) ysSnoayy

UQIP[IYS JOJ SOAI] 19130q O3S 9A\ "90IOAIp Jo uonesedas 10je sjuared [joq JO 2180 pue dA0] oy} 03 IYSLI S, PIIYO oY}
Sunoojoid £q £19100S S pauaISuaNS pue UAIP[IYD JO SIAI] 9y} soroxdwil SOI[Iue,{ Pue SIdyle,| ‘U0jsog pue ‘sofofuy
SO ‘OJUQWIBIORS Ul SAJIIJO [YIIm UoneziuesIo s[qeinteyd Jijoid-10j-10u ¢(0) [0S [EUOLIRU © SI SAI[IWe,] PUE SIOYIE]

-onssI juelsodul SIY} JOAO SISSO[T MOTASY oY ], PIIYO © SUISIel JO 3S00 [enjor oy} 03 Paje[ol
9q PINOYS PUB PIAJOAUI UIP[IYD S} JO SPA_U 9} UO Paseq aq pinoys autjepmo) poddng priy) uuojiun oy, °¢

-auI[oap 03 Su103 A[qelAdul e spiepuels SulAl] ‘om) oddns mou
1snw proyasnoy] auo payoddns yorgm (s)awoour awes ay) udym ‘plIom [enjoe oy} uf ‘210joq se dnsjeaiq oy
101 SUIAI] JO pIepUR)S dWeS Y] UTejulel P[nom uoneredas Jo 99I0AIP JO UAIP[IYD ‘PlIoMm 199J13d © UT ‘S0 X

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




€ec

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

"S1[NSa1 9y} FUI9aS 0} pIEMIO] JOO[ | "W}
QWIOS 10J JO dJeME U9q AJ[BNJO QABY SOUOUSI) 9} UI SN JO 9SO} JeyM PAULIJUOD I “MIIAI JAISUSUL UL A[SNOIAGO
Sem SIY], ‘SUOIEPUAWIIOdAI oY} padojeasp pue Apmys oy pIp 1yl dnois oyp 03 SyUBY [ :JUSWUIO)) [BIQUID)

"peals pood ur ‘Arerorpnl ay) pue ‘uaIp(iyd ‘sjudred - ouoAIoAd ploy [[1m jey) [opour 1oddns

POPUEY-UOAD QIOUI B [SI[qBIS [[IM MIIAdI SIY) woly pajdope a1e jey) suoisirold ojewnyn ayy 1ey) odoy | premal
pue Juswysiund UooMIOq SMBS-99S JBY) WDISAS B PUB ‘PIAISS JO PIeAY AITef Surdq jou are Aoy} [99] oym syudred
‘O[ppIw 9y} Ul Jy3nes aIe oym UIP[IYO YPIm dn puim om Jey) 0s ‘wdIsAs [€39] o) s pue sjuated ay) usamiaq

[30q SUOISUQ) 18I0 M ‘9931]q0 Uk WOy y3nouo axmbai 3,uop 1o ‘1031[qo ue jsuresde prey 001 ysnd om J1ing ‘syudred
oy} s digsuone[ar e Juraey Ul JO A[[EOTIOU0 ‘IQIFNS 03 UIP[IYD JUBM J,UOP O\ UIBIUTBW O} J[NOLFIP ST
syuared oy Jo SUIAI] JO pIepuels AU} 0} pue wnwruru 9[qerdadoe ue je Yjoq udIp(iyo Sunioddns uoomioq UoIsud) Ay [,

"AQAINS ) UI SOIIOUOID P[OYISNOT 0M) JO 18] oY} 0] PIJB[I A[I02IIP UOT)BULIOJUL

[eo1ISI3E)S 91I0W 99S 0} POOT USaq dARY P[noMm I “uorje[nofed Joddns oy Jo 11ed se asn 0] 9FeIdAR OPIMIIE]S B J9S IO -
JUNO59E 0Jul JUAI SUnYe) JIe)s 0} PAdU ABW dM Jey]) ‘O0UBISUI J0J ‘SuBdW SIY], ("Ynp) SUO St A[[ESTWOUOID SB UOorouny
j0u op Adwts spjoyasnoy omJ, “oddns p[iyo 103 sauraseq SuIysIjqelsa 10 sn 9pIsg 0 uonemIs Jey} asn AJ[ea ,ueo
oM 0S ‘ATIurey [euonIpen; Joejul ue JON ST 2JoU) 21oUM S0} SAeMIR 9Je YIIM PAjudsald ore om suonemrs oy, '§

oM
0] 9ATIIUADUISIP & puk Aed 0} 9AUSOUISIP B YJ0q Sunjeald urede ‘pai oY) ojul Jey 003 1031[qo oy} surddn ur synsal
u9jo [[1s 11 Inq ‘sd[oy yorym ‘mou J1 9jerold ued 9A\ "UOIIB[NO[ED [BI0} 9} OJUI dIoW JjeI3ajul ‘urede - a1ed py) /

(W01} MBI 0} PIBOIPaJA 10 ojul syisodap soxewr 10311qo Y3 1y Junosde Jurpuads paw/xafy

& 03 Jeqrurs Suryjowos 9gAeN wo[qoid JuswiAedIono,, oy SurABY INOYIIM JNO PIYIOM 9q PINOJ ST JUIY) |
$90IAIAS-10J-99F U} oSN Jey} SISLLIED 950U} 10J WalsAs 1oddns “powr yseo © Jurysijqeiss pue aieys wniwaid presipojy
£ JO 9SN IOW [IIM WNI0AdS SWI0oUL J9MO] ) J& 9FBIJA0D [RUOIIPPE J0J AJ[IQIXA[] 9IOW - 9OUBINSUI ()[BOH 9

"SuONEpUAWII0931 o) Jod ‘pajeroid aq pinoys douBINSUL PUE ‘SUO-PPE JYSIeIS 9q JOU P[NOYs 35y, o[qrssoduwr
03 3[nou1p 1oddns-J[os urejurews o3 A[Iqe 19y} SULIOPUAI ‘sI0FI[O J0J SIOPIO 9[qBUIUN UI J[NSAI UJJO SUOHBIO[[.
pue se[nuLIo] Jualno oy} - 1oddns jo jred se payei3ojur 210w 2q 0} POAU SISO AIBD PIYO PUB SOUBINSUL Y)[BIH °G

‘sjuowrdojaaap Joyiing Surpuad j1oddns
OAI9Sa1 03 J0 ‘s1030e} ojeridordde 10110 pue YT J0J 31 9oNPAI 0} UONAIISIP AR 0} SNUNUOD PINOYS SIAIJO [erorpnl

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




1494

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

PINOM S9[BW SAY) JO SWIOS JBY} PAUOSLAI 3q Ued I (+9%, 08~) 9[ew a1e s,JHN Suiked 11o0ddns pyiyo 3sowr aourg

“POYOO[I9A0 9q

103u0] ou ues Ajdwrs uoneonps IoYIIY Ul AJIedsIp I10puog 9SIOAJI QAISSBUI ST} JONU0d-19pun siedlre 1oddns priyo
133 0] J2AQ SI BIUIOJI[E)) J] "suoneoyienb qol Jo 3yoe[ 11oy) 03 anp juswAojdwd [njures jo sjoadsord may aaey oym
9SOY} pPUB AWOOUL OU IO PAJIWI] PIM S,dDN A[[eroadsy 1oddns pliyo Aed 03 Aijiqeur ue ojensuowap oym s,dON
orewr Jo we[qoid oy} $9)eqI20EXS JOY}INJ PUL SUONEIIJIWIET JIWOU0II0I00S sNoLIds sasod Ayredsip snoroSuep sy,

" Ipd"80-90/5110d219() () Z/5110da1939]dWI00/A08 €0 0add MMM //:d1NY

1910 PAMITA 9q UBD OIYM ‘UOISSIIIO)) Uoneonpy ATepuodds 1s0d eIuIojie) a3 Aq joday

$00T 2y3 9ours yead & payoral sey anssy SIY T, :939[[00 FUIPUIIL SA[BW JO %, ¢t IOUWI B 0] SO[BUWIJ %/ G YSIY B SBM
uoneonpa A1epuodas 3sod ur uredsip 1opusd psuonuawaIofe 3yl ‘600 UT “ISTJ 9U) JO UONESNED B I9)E[ 9U) MOUS

0} JOUINJ paIpn}s 2q Ued PUE UONL[ALI0I B 9ARY 939[]05 SUIPUL)IE JO SOOUBYD SAUO pue Yieay [eroueul 1 10 Aed 0}
K)I[1qeUI 94} ‘S YonSs ‘SSoXSIP [RIOURUL Sem 939[[09 puape 0} d[qeun Suraq 1o 2391]0o Sulfrey 1o} uosear Arewrid oy
‘ojusWIBIORS JO AJISIOATU() 911§ BIUIOJI[R)) Y} JB POMIIAIDIUI SJUIPMYS 939[[09 dAIJ-K1uam] 0} SuIp10ddy “AjLredsip
SIY) JO osned A[oXI] 2IOW Y} Sem [}[eay [BIOUBUIJ ey} PUNOJ 9 Jnq S9[ew uey) , Joyrews,, Ajdwis are sojewa) wieyo
Kew sdnoi3 jsturuoy swos ‘syrediojunod drew JIoy) Op UBY) 939[[09 21enpeIs pue Pujje USWOM 2JOW ‘BIUIOJI[E)) U]

‘uoneonpo papuedxd J193 JO I[NSAI B sk sjudwied

1oddns pyiyo progge 03 pauonisod 191399 9q prnom s, dON ‘saurjopins joddns piiyo ay3 ur paysijqels? syuswied

JO JUSWLIDJAP JO 90UBIBGIOJ JWI)-SSB[O B ISe9] AI2A o1} Je Jo ‘santuniioddo [euoreonps o1om 213} J] "UOIBONP
19y31y e1A zomod Surures 1oy asearoul 03 Sur33nns are oym s,JON 10} saanzuadur se aoe[d ur sonrunizoddo

10 S1IJoU9q ‘SaFejuBApE [BUONBONPS OU I 219U} AYm 0} St uonsanb oY) s§oq os[e anssI sIy [, ‘saurjopmsg

110ddns pyo JuaLmo sBIUIOJI[B)) U0 paseq--paiapio se 1oddns priyo Aed o3 Aifiqeut s,JON oY} UI SINSAI A[[eI2Ud3
yawAordwe [nyures puiy 03 AIIqe S,JON P2IBINPaIdpUn 3 JO AJNIIIIP SUNNSII YT, "PIAYSTUNUIP A[[EONSBIP

st [enjuajod s3urues 1oy pue qol e 303 03 A[oyIjun are Loy ‘rokojdwe aanoadsod e 01 Juasald 03 92139p 939[[09 10
ewordrp jooyoss Y31y ou sey] juated [BIPOISNO-UOU B USYM ‘}OB] U JUSWIAJL)S B YoNs UAISULS YOoIyMm SIBdA 2} JOAO0
PAIONPUOD UAQq JARY SAIPYS PamaIAI 102d Auew pue ‘uoneonpa JoysIy 0} sSuruIes JoyJIy aInqLiie SIe[oyos AUe
“[Te 78 WIOOUI OU JO SWIOJUT PAJIWI] JO SASED Ul SOWO0INO0 [NJSsaoons saonpoid jey) Jouuew & Ul sauljapino) poddng
PIIYD uuojrun) ay) puswe pue yoddns priyo Aed o1 Aifiqeut s,JON Y3 JO sasned oY) 910[dxa jsnur am 91001y |,

"dWwodUl OU JO I[N dABY oy (S,dDN) studred [erpoisno-uou uodn pooed are 1roddns JHAO
PIIYO J0J SIOPIO 1INOD 9[qBUOSBAIUN UM SINJ00 WdIsAS oy Surnged sansst Arewnid ay3 Jo auQ "s9Iruue} uadoiq JuapISald

JO uaIp[Iyo 10J poo3 uey) uLrey a1ow Jurop a1e souraping oddns prryo JuLINd JeY) IGNOP J[NI] ST 2IY) BIUIOJI[BD) U] JOH Apuey | 6
sjudwwo)) J10)B)UIWWO0))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




344

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

sasuadxa pooj 931e[ oy ur sapLedsip Auew dn a10ys [[I1M SIY ], "YIUOW USAIS AU UI PIED 9} UO J[B[IBAR S}JUq
POOJ 1103 a3 JO %,G/ puads 0} pamo[[e 2q A[uo pnoys (sdwexa sy} ut 9,6, ) a3ejuadiod Jururewar ay) papieme

aIe oym S, J)) ‘A[OSIQATO)) *ApPOISND 0,67 POPIEME 9I8 OUM S, JDN J0J 99Ue[eq A[JIUOW [B101 3} JO %, G UBY) 9I0W OU
puads 03 Juored B MO[[R 03 39S 9q P[NOYS PIed Pooy 1. Uk ‘O[dwex? 10, “UdI/PIIYo A YIIM Juads s [enjde yIm
oouepIodoe Ul Juads oq ued Jey) soFeIuadIad Jo WO oy} Ul SHWI] 12S AJ[eITU0I)O[0 Uy, ‘ueIpiens Jo judred yoeo

03 () QU0 SpJed }qop JTUO0I}0I[d 0M] ap1A0Id 03 ST “POOJ URL/P[IYD SUIANQ JOJ PIsn 9q 0) PAPUUI 2J. Jey) S}Joudq
PoOJ papunj 23e}s ,a1eys,, o} [rej 1o sjuswAed 11oddns pIyo asnqe oym sjuared 10J UOHNOS 9ANIYJS JsoW S[SUIS Y,

*JSOIQUI JS9q S,US1/P[IYD S} UL JOU ST “UIP[IYD oy} A[oweu ‘uo juads

9Q 0} PAPUAIUT SBM J1 JeUM UL} JOU}0 s3ury) uo juads aq 03 Joddns priys moffe o, ‘uonesnpa 33a[00 SUAL/PIIYo

a1} JOJ JUN0oJe SSUIALS & 0Jul payrsodap J0 yjuow [oe? JO PUR Ay} 18 S, DN 01 PAUINIAI 9 SN --UdI/P[IYD B

Jo Surreas oy uo Apoaarp Juads jou--syjuowiAed jroddns prIyo wosy SuTuTEWAT YSBI SSOIXI [[E B} SURIW UIP[IYD )
03 yorq Aououw s1y 3238 pue wo[qoid s1yy AJ13091 01, *osn Snip 03 uonIn} woyy SuIyIAIA 10§ pasn Suroq a1e sjuowied
woddns ppiyD ‘st 10e] Ay, "989[[09 0} PaMO SI I OYM UIP[IYD I} SUIPUSS J0J AJUO PamO[[e 2q P[Noys I] "932[]00

10} Aed 01 195011 S Juared [BIPOISND O} SB SAIAS 0} JUBIW JoAdU Sem J1oddns pliy) “soses Jo Ajuiofew oy} 10J--Unl
Suoy oy ur ueIp[Iyo ayy Apuetodur axow pue JO 9yl pue JON Ui Yi0q 11Jouaq A[piqnopun pjnom [0oyds [eoIuyo9}
B UI PO[[0JUD 10 (JHD ® urepe o1 Sunduwone 1o 9391[00 Surpuane st JON B 91y sjuaied [erpoisn) o3 pred oddns
PIIY JO Uononpal y -3nsai e se yjoddns priyo Aed sjqeun pue qol e puly 0] 9[qeun oIe OYM SI[BW PAJBINPIIOPUN

JO Pareonpaun Jo SIAQUINU JAISSIIXD SI YOIYM ‘DAY A[JUSIINO dm WA[qoxd 9y} SISned 31 ssa[un ‘uorneonpo

(Sorewdy 10J Suryikiaas Surop ym Suoim suryjou Ajduis st a1y [, “syoadsoid juowAojdwe pue uoneonpa 11y}
guraoxduwir 1oy syjuowled 1roddns priyo 10y paysodap yseo ,$S90X9,, Y} asn 939[[00 SUIPUINIE dIB OYMm UIWOM dWOS
1By} PAUOSBAI 9q P[NOJ J1 ‘SASBI JO 9,08~ Ul sjuswiled 110ddns plIyo Jo S19A19031 9y} A[[BISUSST QI SO[BWAJ 9OUIS

‘ysyy oy} wiy Surpuey Ajduwrs
pue Wy J0J SUTYSI} AJoIou Ueyy) AJ9100S Ino JOJ 19339q Jef ST s 0 uew & SuIyord) 18y} 9q pnom A3o[eue auy y

"Quop 9q SN

Suryjowos--sIeak pue sIedA 10J NUIIUOD Ued JudwAed-uou Jo [0A0 oy [, ‘sjudwked j10ddns pliyo oxyewr 01 A1jiqeur
panunuoo € pue suondo maJ yim judapnys JON [nFodoy oY) SuIAeo[ ‘010J0I0Y) ‘SONISSIIU JISBq PUL SY00] “UOTINY
10} Aed 03 Ky111qe 193 Jo Aem oy ul urpuels oq [[9m A1oA prnod sjuswked j1oddns pliyo paIspio 1IN0 Jey} SWas

11 poddns piiyo Aed Laj1eq ues oym s, JHN Jo saseo oy ut ‘ojdwexs 10, -awn uo pred Suroq sjuowked jroddns priyo
UI 9SBOIOUT UE 93S 03 A[NI] AIOA ST BIUIOJI[R)) ‘FUItIed] JOySIY JO UONMISUI U WOIJ 0JedIJ1}I00 [€OTUYd9) JO 99139p
(SurSueyo oJ1)) 2[qen[ea e urene o) 9[qe a1om (sorewr) s,JON Jo Aytofew ap I “spuswiked j10ddns piiyo parisjop 10
Poonpal SB Yons--pasoons 03 Way} J0J Yysnous jsnf parordwll sooUBISWNIIID [BIOUBUL JI9Y) JT 9F9[[00 PUS)IE SSIMIOYI0

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




9¢¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

SIT) JO asned SUIPE] Y} QUITLIANAP 0) I0NPU0 Jshul (sased 3roddns pIyo opnour Yomm) saIpnis 9100301y

J[NSaI B SY "SIYSTY JO [[IF Y} S9IB[OIA PUE --UIP[IYD s,erurojife) urdjoy o3 yoeordde Suoim oy A[1ea[d st S,dON
3unsairy ‘Jooyds 10y d[oy [e1opa,] WO S,JON d[ew AJi[enbsip Aewu yorym SuondIAu0d AUO[9) AUBW 0} Ped[ JARY
sysaxre oddns priyo jo juswAed-uou 03 onp S, 1. --SUOIIOIAUOD [RUIWILIO UTBLIO) AR OYM JO (IJTAIOS QANII[OS)
1JeIp O} J0J PAIS)ISIZAI JOU SABY OYM SO[eW 0} d[qe[leArun d1e sweijold pre [eroueur [eI0pd,] JOAIOY) JNSAI

® se (suonoe [eurwiL Jurpnjour) sanssi [e39] Juisned --srearre anp jsed pue syuowded oddns priyo Suruapingioro
01 onp 030[[00 pudye 0} A[qeun Ik S,JON I[EW AUBW ‘A[OSIAUOD ‘S[BOT [BUONBONPS IOV} J93W 0} sjudwied
1roddns piyo uo £ja1 s,dD 9wy Auewr ‘pauonuawt A[snorasid sy "sunoos ay) £q way) uo paose[d spuewap [eroueuly
QAISS20X0 Y} 03 anp 339[[09 pudyie 03 A[ayI[un a1e sjuowiAed 11oddns p[Iyo paIopio 1IN0 dARY OYMm S[eW JON

"SQWIOY UOY0Iq S,BIUIOJI[B)) JO UIP[IYo oY} J0J uonisodoxd Suruuim e st

ssa13oid [euoneonps s,dON ue Sunmnp syuswAed 11oddns piyo uriejep Jo Suraidioy ‘Suronpal Aq s[eod [euorBONP
Jot aA91yoe S, dON Surd[oy ‘uonippe uf ‘sapneq Apoisnoroddns pliyo Surinp 9AJ0Ad pue Juosaid ey} SOSed 9OU[OIA
O1)SOWOP MAU JO JOqUINU 3} dONPAI A[[BNIOE ABW $S900NS PIemo} jed mau € uo s,JON SUIISISSE ‘9I0JOIOY ], "S109]Jo
9pIs [B100s swod[amun A19A --pred jou a1e sjuowiAed 1roddns pIyo uaym A[UOUITIOD I0W SINOJ0 USYPO IOUI[OIA
o13SaWO(] suonerogou Apoisno Jurmp s,JON JO 1Sa1Ie Jo asned Jurpes| ayj st sjuated [BIPOISNO Jsurede aoud[OIA
OTISOWOP e} PAJOU 2q OS[E SN J] "WAISAS 1IN0J [euruLio oy} ur dn purm 03 Ayrsuadold 1038913 © oAy (Quou

JARY A9 ySnoy) se [997 10) woy) 0} d[qe[rese sonmuniioddo ou oAey oym S, JON S[EW ‘90U FUIqINISIP AI0W B UQ

‘sourjopimg j10ddns pyiyo wojun

oy} 0} JUSWIPUSWE Ue YSNOIY} suLIe) [e39] Ul , pIy),, 2y 10 st ,,JJoddng piyD,, 18y} 2181101 JSNl SIOeWME]
BIUIOJI[€)) "POWLIIIJEaI 9 ISNUW PUB POLIOISIP Udaq sty Joe} SIyI--syuated oy} Jou UIP[IYs Joj papudjul st 11oddns
PIIYD Suo[ 003 I8} 10J Pakolud dAey s,dD) PAIOIPPE [OYOd[e pue Snip jey) 31od € ‘uaIp(Iyo sBIuIojI[e)) Jo Surqqol

oy pue Surpuads aAIsnge 2onpal [[Im os utop Ag "SHH Aq pansst pies [ g dwels pooj JuaLmd ay} 03 Je[IWIS

PIed 31Qap J1uoMI[d Uk Y3noiy; asn 1o0J syuowiked 11oddns priy) [1e 9oed 03 me £q paromodws Ay oq y30q pnoys
S, dDN PUB $11n02 9y, {porad-sowoy uayoIq S,eIuIofI[e) JO UIPIYD I} JSUTRSE SWLID € ST [0Y0d[e puk s3nIp oyI|
s3ury) uo juads 9q 03 110ddns pIYd SUIMO[[Y "QIBJ[2M [RIOUBUL} 2IMNJ JIOY) PUB USIP[IYD 9} 0} SaSewep Arejouowt
10J S,dDN WOJJ UONI. [IAID 20B] JO POPUJUI SEM II WOYM JOJ UL/PIIYD 9y} U0 A[3oa1rp Aouowr Jroddns piyo puads

01 5,dD 93emoous 0} saurapinn woddng prry)H wioyiun ayp ysnoayy paromoduid 9q 03 PASU SN0 S,BIUIOJI[R)D)

sed oy Jo Sury) e oq pnom ‘spung poddns |, priyo,, yim ‘seseyoind oFeioraq

o1[04oo[e pue s3nIp ‘Apueirodwul dI0W Jng “dILJ[OM SUL/PIIYD JI3Y} IOAO0 [ONUOD [RIOUBULJ JO ISUIS € UTBIUTBW P[NOM
sjuared yyoq ‘os Surop uy “syuswAed 110ddns prryo yseo [[e J0J pajuswojdwr aq os[e p[noys wolsAs awes oy |, ‘Juared
1od souemorre 31qop 199 0S-0S © 2ABY PINoys A[npayos unuaied aIeys (S-S V "USIP[IYO SULIBII YIIM PIJBIDOSSE

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




LET

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

03 pred sj1youaq JO oB[ Ay} 199[J21 01 PId)[e 9q Isnu sauljeping oddns pliy)H wojiun) oy ‘spunj a3els yum SHH
Kq passisse A[enba aq ueod s10puss 10q [NU[) * SMEB[-20U[OTA-1IN0d-S[Badde-30US[OTA-O1}SAWODP | Oy/GE]/]/EoIe
-A®q/91-0[-300 /M09 91ESFS SA[ONIe//-dNY :2)1sqom STy} SUNISIA Aq peal 9q Ued 1T "800 1290100

WOJJ 9[ONIR PAJR[AI B ST QIO "S[BW 0} SIOIAIIS SUISNIAI JOJ Pans urdq SIS S,UdWO A, PIpuny 1okedxe; arels
0} pa] Sey SHH Ul UOHBUIWILIOSIP X3S 1IOAO SIY) JO SWLIOJ JR[IWIS “J[osIoy sjuasaid JOyjow y) [UN SAITAIS PIUI[OIP
9q AoYI] Uey) 2JOW [[IM PIYS Y} pue 3 ‘I9)JeaIdy) ‘AJIOYS "ISYI0OW 9y} JO SIN0GeaIayM o) SuIpIe3al pAuosjuod
9q A[[e1ouasd [[1M 9y ‘s)jouaq DI 10J Syse (SuIpaajisealq-uou) po SIBAA A1) 03 0m] A3k JO P[IYD € JO Apojsnd
Tenaed Jo [[ng sey oym JON 10 D o[eW € udyMm 10§ "udwom 10J ‘werdoid [nyropuom e st weioxd DI YL

. Y[SLI [EUONLIINU J& 9q 0) PUNOJ 918 OYM AT oFe
0} dn uaIp[IYo pue sjuejul 0} pue ‘vowom wmredisod Surpadzisearq-uou pue ‘Furpaoyisealq Jueusdard SWOIUI-MO]
J0J UOTIEONPI UONRLINU PUE ‘S[BIIOJII 18D [3[eay ‘spooy [eyuswd[ddns 10J sojels 03 syueld [e10po, sop1aoid DM,

7OTM /A0S BPSISUT MMM //-dNY

:9}1SQOM ST} U0 PaquIosap st weiSoxd SI [, ,, UOIPIIYD) PUE SIUBJU] ‘USWO A, IO SPUBIS DI A\ WAUOIOR oY)

‘ordwrexs 10,] "so[ewIa) A[oWeU ‘IOPUF U0 A[UO JO SONI[ O }99W 03 BLIILIO ANIQISI[ 1Y) S19S SHH oY} ‘1oAMOY
$19pua3 Jo sso[paesar A[renba uosiod Aue isisse 0} me] £q paambail st SHH ©IUI0fI[e)) 9L, "OAIII 01 9[qISI[d dIe

S, dDON PUE s,dD 9[eWdf Inq JAIII1 0} S[QISI[OUL 918 S, JON O[eW JBY} SIFOUq UL SIR[[OP JO SPUBSNOY) JY JOI[FOI Jsnul
syuowAed yoddns priyo pue saurjoping jroddns priyo wojrun) oyl ‘usy) (U] S,dON IUASIPUL J0J $901AIdS Furpraod
usym 3UINUNUOS WO UOHBUIWILIOSIP JUSLIND Y} JudAald 0) SoInseaw dseIp aye) ysnw speay juountedoq SHH
"90UR)SISSE [eIoUBUL) FUDOIS JudtlIedo(] SOOIAINS UBWINH B SIUO JON AUe UM 9[qIssod doue[equuil JOpPUaF }Somo|
o[} 9)BOIO 0} POJIAIIOD 9q JSNUI [OpOW SHH BIWIOJI[R)) Y, 90IAIOS POISJJO UB JOU J[QR[IBAR JOU SI JIOM 0} }0F

0} S,dDN 9[ew 10] SHH WOIJ IOYONOA SeJ & -UureSe own pue ow} s,JON O[BW APoau 0} SIJIAIOS IOAI[OP 0} S[Ie] SHH
"109J 1191} U0 oeq 193 S,dD 10 S,dDN o[t d[oy 01 (N1 Op A3} INq S[OAD PIRMUMOP B UL ,JONJS,, 918 OYM SI[BUIJ
J10J 90In0SaI J[qenyeA & o1e swerdoxd ST 1S9q Je Jeam dIe 10-s)1edIojunod drewr JON 19U} 03 J[qe[TeA. dpeut

jou a1e Jey) sweidoid pooy pue syueid ‘spuadns Fuisnoy ‘sweidord a1ed pIyo paiosuods JUSWUISA0T snoJownu
JA12001 (Op puB) UBD S9[BWIDJ NSl & SY "splepue)s AJNJIQISI[o SAJIAIRS UBWINH pue Yj[esHy Iopuasd-a[3uls ysnouyy
SIJOUSq PIseaIoUl J0J pojagdie) A[[eorjroads uaaq oaey (s,dD 9t 10 S,JON So[eul J0u) I[e s,dD Pue S,dDON [BWd ]
‘sjuoun)edap S9OIAISS UBWINY Pue )[BIH S,BIUIOJI[R) Ul SUDIN] punoj 9q ued AJIedsIp [eroueury 9[iqns Joyouy

"S[O0YOS [BOIUYD9] O 939[[00 puajie 10 "(Ig'D 119y} 193 03 APuaSI[Ip SuIAn a1e oym s, JON (e JUaSIpul 0} JoI[a1
JOUTW dUWI0s MO[[e Yorym souroping 1roddns piryo oy 03 syudunsn(pe axewr pue AjLredsip reuoneonpd punojoid siy
109[j01 pnoys saurfoping xoddns piyo ‘uoy) (U “ZL61 JO X SPLL JO SI90I0Jud AQ AUNNIOS SNOLIdS JopUn 9q PInoys
AKedsip pauonuawaloye oY [, *939[[00 SuIpualje A[JUSLIND SO[BW SA SI[BUIJ JO Jaquinu ul AjLredsip [ejuswilnop

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




8¢C

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

sasuadxa s,JON 959y [, ‘'y31y A[snoa3enno are pue pazipisqns 1o paiosuods ajess A[a1er a1e sasuadxa s,JON ‘1oddns
PIIYO PaI9pI0 11n0d AUk WOIy UIP[IYO Y} 10 apew saseyoind A190013 Aue jonpap pue a3uel 93e SIY} Ul UIP[IYO

JOJ S91139013 3urAng JO S1S0J QAISSBUI 9} JUNOIIE OJUT e} Isnu saurepiny) oddng prry) wiojrun 2y ‘uoyy

mun own Sunuared panpayds Ajfeuriou Junmp JON JUSSIPUT UL 1M ATe USIP[IYD oy} o[IYM AJ[eroddsy ‘uaIp[yo
oy} pa9j 03 pooj Jo sdure)s pooy awos aA.Y UBd A3} J1 D © SSe DN © Uaym 3dnid jou op (9ouU9[01A J1)SaWOP)
SUONEOIO}E JBY) QINSUD [[IM UAL/PIIYD & Y3im Judds swn [ejuared renpiarput o) feuontodoid sao1a1ds dwels pooy
Sumurrds A9 's,dDN pPue 4D U22m1aq JudwngIe Ue 0) Sped] skemye 1sowfe siyl--JON Y} 0} pooJ pazIpisqns au} Jo
owOS JAIZ 01 SISNYAI D) Y} UdYM POOJ INOYIM PIIYD Y} SIABI[ ‘ST JON I0 D Y} woym Jo ssa[paedar ‘syuared yjoq
0 S921A19S pooj Furpraoid joN “sdwe)s pooj Jo pPooj JO WLIOJ 3y} Ul way) 03 papraoid sey ajeis ay) jeym ,pleoy,,
syuared [eIposn)) SOWINAWOS PIO SIBAA 9AJ 25k Jopun UAIP[IYo pajdope Jo [82130[01q pue SJUBJUI JO APOISND

Tented Jo [N} 9ABY OyM SoTew J0J pajuswddur 9q pinoys swesdoxd asay ], "UIP[IY) pue SJueu] ‘UIA J0F , DTN,
WA [0 PeISUI Ing DM oNI] Swesdoxd Je[rurs 19JJo pue dA1ssa1301d a10w 9q Pnoys BIUIoJIfe)) 910U INYSI| € U

"SI Aouow pooj s,p[Iyo & spuads ouo Moy

03 se 1omod oy 1nq 9je[ndiuew 01 sIoxEWME] 10] J0U SI Judlted 03 Jomod oy [, Juownredo SHH popuny oels & wolj
S}IJOUdQ PAIUSP JO UMOP paulm] I oym JON Iud3Ipur Aue 0} ysed 10 doudjsisqns ‘spuadns ‘sdwrels pooj ay) Jo wIos
SurpIeme Jo UONAIJSIP oY) ALY OS[e P[noys 1Nnod Y[, "sasodind jeym 10J pasn aq [[im spuowiAed 1eym IO popreme
2q pnoys 1oddns p[ryo 103 wirerd e yonw Moy Jurpredar uoIsiodp e SUDJeW UAYM [[NJ UT PAIIPISUOD dq P[NOYS
-y} PIOHE UBd S, JON Yl Udym--s, JON Juasipur uodn paoerd sasuadxo enxo 9oy} pue ‘os JUIY} 3,U0p [ /W)
Sunuared s,gON oy Suump A13uny] Jo8 UIP[IYD 3} USYM POOJ 10J Judled [erpoisn)) e 39q 03 uonisod e ur paoeld
2q s, dDN PINOYS (DIA PUE SYI9yd 20oud)sisqns ‘s1oyonoa sed ‘spuadns ‘sduwres pooj 199]100 syuared [erpoisno
o[ym A13uny o3 uaIp[Iyo 1Y) dABY 0} PII0] 9q S,dDN JUSTIPUL P[NOYS :UISLIE MOU dARY SUOISONb omy asay |,

‘ST JDN 10 D 21 oym Jo sso[pleda sasuadxa Furreal p[iyo se s1nood ay) £q paidoooe

9q [reys pue pajuasaxd oq prnoys s3dredoy "YIuour JO JoaMm o) SULINp W} JSOU Y3} J0J UdL/PIIYd Y} SeY oym

Jo ssapIe3ar-1oddns priyo 10J wired yseds Aue Juipieme uaym JoJ pajunodde aq jsnw sasuadxo [y -own Sunuared
Pa[NpaYos 119y} SuLINp ULIp[IYd II3Y) 10 pooJ SUIPIOJe 9[qnos) JB[IUIS dARY OS[e sjudied [BIPOISN)-UON ‘USIP[IYD
I10J pooJ SuIpIO]Je 9[qnOoI} OABY SO[BUIdJ OP AUO JON "199I1S Aem 0M] B SI SIY)--P[IYO & 10] pooj SurAnq djoy posu os[e
Kew poddns priyo a0y Aed pue uaIp(iyo 1oy oddns 03 399 J19Y3 UO Jorq 193 03 A[IuaSI[Ip SulAn a1e oym S,JDON

"s11ed10)unod s,JON 9[ewa 19y} sA S,dON

ofew uo sjoedwr [eroueuly SUIYORSI JBJ SBY PuE A[[enUUE SIB[[OP JO SUOI[[IW JO SPaIpuny 03 93enba sy, "so[ew 03
pred 1¢ A10A9 10§ sorewoy 03 pred syFousq ur )pz$ Surddoym e ST BIUIOfI[B)) UI SO[BW "SA SO[EW) 03 In0 pred sjgoudq
pue A11qi3ie youaq ur Auredsip ay [, -own-ued J0 aw-[[ny JOYIIe APoIsno 1Y) Ul USIP[IYD ALY OYM USW JUdIIpUL

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




6¢¢

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

S, dDN JO t90)$a J[9S Y[, "9910] JI0M I} OJUI puB pajednpa s, JON Ui 193 [[im saurapmno yoddng priy) erurojije)
o1} 03 SOFUBYD 0M] ISAY) PUL doUR[Rq SILALIR 0FIe[ B SBY BIUIOJI[R)) JO 91B)S AU I, 'SOWOY UN0Iq JO UIP[IYD AU}

JO 150191U1 359q A3 Ur 3urdq se [[om se ‘poddns priyo pazopio 1nod Aed 01 A11qe S,dON UO S1991J0 WId) Suo[ 9AnIsod
oAey A[paiqnopun [[Im Jet} WIOJII [EI00S WD) JI0YS B 0} PeI[ [[Im sdFueyd om] 9say) ‘pajuswdrdunr Aprodoid Iy

‘s3urrew Jo2I1p

0) P JOU INQ FUIPN[OUI--IPIMAIR)IS SAToudFe 1oddng pIIyD YIim 308IU00 JO sjutod [[e 8 SJUSULIIJOp PUE SIIIAIOS
osay 10J paysod pue popraoid oq prnoys syoqydured ‘uonippe ul @ gD SIY J0 1Y SUIATIOAT JON Y} 03 PeI[ A[3021Ip
1M JON 2y} £q uase; suonoe oy eyl uondooxa oy} yim ‘sosse[o Surpuane st JON pareonpaispun ay) S[Iym %001
JO 9181 913 18 UDAIZIO0J JO ponpal ‘paArem 9q isnw syuowied 11oddns priyo uoy) g D € urene 03 undwope are
Koy pue ewrodrp [0oyos Y31y & 9ABY APPUILIND JOU SIOP JON B UdUM ‘QIOULIOYIIN,] "UONBONPS IOYSIY JO UONMISUL
paypaIode ue Jurpuane st (JON) 3ualed [erpoisno-uoN e porrad Aue Suump 9seraiul jnoyyim ‘sjuowAed jroddns
PIIYo JO JudwIdjop [[nJ & apraoid o} st uorzeonpo 10y3iy ur A)edsip 10puad pauoIjustaIo)fe oY) 001100 0} Aem oY
‘[]e J0J pue 9ou0 sonLedsIp 9say} Jo Auew AJ130a1 AJoxI[ pue joedwl [[1m

ey} saurapmy) poddng priy) wojupn s;erurojie)) oy sagueyo Arewad omy osodord mou ued am ‘pres jeys YA

‘me[ £q Aed 01 pasmbai are s,JON

oTewd) “SA S,JDN J[BW JBY) Sasuadxo [euonIppe 959y oe) 3snu saurjopmo) poddng priy) wiojiun s,eruiojie)
oY} ‘U MU QIML[SISOT BIUIOLI[E)) AUl Ul PIONPOIUI [[If © YSNOIY} PRIISII0d 9 P[NOYS UOHBUTLIISIP 9013081d
ssauIsnq 11940 Sy [, "senjeuad 1oy1o Suowe -- + ()(8S$ 1240 SUI[B}0) SAULJ PUE ISALIE 0} PBI| Ued 9FBISA0D 20UBINSUI
-0Jne PI[eA UIBJUIRW O} dIN[IE] 9OUIS ‘@Injeu ur Arosinduwod a1e sarueduwod soueInsul 0) peur sjuowked 9say [,
"SO[BWIdY Op Uey} swnIuald 9ouBINSUL 8D Ul dI0W ())0$§ 10A0 Aed ‘089[]00 JO SIBIA 9AIJ JO ISINOD Y} JOAO ‘SoTeUT
SUBOW JBY ], SY00qIXd) 9F[09 JO YHOM SIJISIWIS J[e B PUL JUO JO 3509 oy} ATY3noI1 st 008S$ ‘0107 Ul “Iuswked
110ddns priyo & Sunyew 10 uonmy 939102 10J Sutked ‘aourinsur 10 10§ SurAed uoom)aq 900D JSNW OYM JUSPNIS
9391109 paSua[eyd AJ[RIOURUI} 9U) SIOPISUOD AUO SSA[UN AINSIJ [BIIULISANS B 1] WIS JOU ABW SIY [, “(SIOUIR] %
09190D)) sHedINUNOS J[BWS) PIJLMIS A[IB[IWIIS JIOY) OP UL} 90URINSUI 0Jny AFBISA0D [[NJ 10 J8dA 19d d10W ()0 008$
Jo a8eroae uo Aed sofew erurojie) v “(J[v) seruedwos aoueInsul 03 SO[BUWIAJ “SA SO[BW AQ 9peW sjunowe juowied
ur A31edsIp oAIssew e s1 219y [, “sourjoping Surysijqelso pue jroddns pyiyo Sunenofes uoym junoode ojul udye) aq
OS[E }snw J030BJ SIy [, ‘swniwald paje[ar 1oy} pue saondeld oouBINSUL 9[IOWOINY AIOJRUTWLIOSIP Ul sa1] 3] “1oddns
PO Aed 03 Kjj1qeur s,dON S[ew Ul 10J0BJ SNOLIds A19A & 304 ‘fesodoid jueorjrugis ssof pue o1doj-1jo ue sI 910y

‘paIapIsu0d Furaq are saurjoping yoddns pliyo uoym syuswked
1oddns prIyo USAISIO] 0 PAIIMO] BIA pajesuadwios oq prnoys s, 03 S[qe[IeAe oIk Jey) s)Jouaq SHH Ul SIB[[op
JO suoI[[IW 9y} 01 PA[INUL JOU dIe oYM S,d0) 10 S,JON "seur[opmng yoddns piyo Sumpas uoym JoJ pajunodde aq jsnut

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




0¥¢

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

"SQWIOH udY0Ig S,BIUIOJI[E)) JO UAIP[IYD) Y3 SSO[g POD) 'WAISAS JIgJun Uk JO J[PpIW oy} Ul Jy3ned
QI8 OyM USIP[IYD o} JOJ SOSUBYD 9SAY) OXBUI JSNUT O A\ "OWINAJI] B ISE] [[1M USIP[IYO J1Y) pue sjudied [e1poisno
-UoU Aq PaINpus BUWINEI) [BI00S dY} ‘MOU JYSII SI J1 SB “PIA[OAUT SUOKIOAS JOJ IIBJ WIISAS o) axyewu am ised [[om s)]

"Spunj sual/pIIyd 3y Jo asnqe Y} Sunuordxd

A[snoaue)nuurs o[Iym “UdI/PIIYo Y} JOJ A[qe[IeA. spunj [[e ) SUIZIuIxew A[Snonunuod ‘010Ja1ay) juared

Ioypoue 03 juared auo woly spuny oY) 9ouL[eq A[9IeINdor pue 93nes 0} SN0 dY) MO[[ [[IM 1 SNBOIQ USIP[IYD A}
JO 1S919UT JS0q 9y} UI 9q P[NOM WRISAS SIY T, "pIed ) uo pade[d aq 03 spuny oy} 10j sAed oym Jo sso[pIe3aI-soueeq
Surpuads pied ()G-()§ © UreuIewW Os[e P[noys judtadide Junuared pareys (G-0S V "doueeq Surpuads ¢, B dARY
prnom juared 10730 94} S[IYA\ ooue[eq Surpudds pIed Je[[OP OIOZ B JAEY OS[E P[NOM pPIeme APOISnd o,() B YIm JON
V 'papreme Apoisnd jo junowe 03 [euoniodoid A3oaarp asn preo jo sagejuoorad 19§ ‘syuowked jxoddns pliyo papreme
ud9q Sey oym Jo sso[piedai-spuny 11oddns pyiyo o3 sseooe daey judred yjoq aIsud 03 s,dD pue s,dON Y1oq 10j pieo e
Op1A0I{ '$a8BIdAAQ OT[OYO0I[R puk s3nIp Jo saseydind ayp Judaxd ‘Ajowreu fuaIpyyod j1oddns o3 paudisop AJreogroads
aIe Je) Spuny Jo asnqe JuaAald 03 wsAs pieo 31qap oddns plIyo ayp ysiyqeiss asea[d noysnoiy) pauonuoww sy

Iom 0 308 0) AoUOW SEF OU PUEB SIAJISWIAL} J0J POOF NI YIM 19 a1k S, JON AUBW Jey) ySnoud o31e] aIe
sasuadxa [euonIppe 9say) Jo wns 3T, ‘Joddns prryo Sunenoed usym JUNodd. OIUT UANE) 3¢ ISNU (I0W SPAIPUNY
Suowre) sasuadxo [euonIppe 359y J, 039 peq 03 pooj pasnun Suisey Jo sasuadxs 3 pue awoy ,,Joylo,, Ay} 10 S[[Iq
Iojem ‘Qwoy 1910, Y} JOJ S[[Iq OL1IOJ[3 Sk [ons sasuadxy "auw) Ay} JO 9,6/ 01 [enba Jo uey) SSI[ JOJ PIIYD B dARY

oym sjuared [eipoisno Aq juads asoyy [enba Apreau sasuadxs §,JON oy ‘owr) Sunuared a1ow 10 9,67 JO SISLO U]

“oom 9y} Jo
1no sAep maJ & ATuo 10J PIyo & Suraey Jo sesuadxe Jofew oy 309701 03 saurapIngy poddng piyD wiIoyiu) oyl Wy

‘STVSOdOdd 'TVNOLLIAaVv

"2IN[IeJ PANUNUOD JOU--SSIIONS [EUONEINPS 0) PLOI A} U0 S, JON USIpul Su1nas
ul [003 [g1amod sy} 109[J21 03 paIalfe 9q pInoys saurjoping joddns priyo ayy Aym st jeyi--eapt poo3 e st Sy L :SN1d

‘syuawyst dwosde si1 Jo pnoid oq ued jey) A10100s € 03 SuIpe9] ‘A[ojewn|n pue--10ejuod
juaxed/pyryo Jory)reay ur osearoul ue apraoid pue (pred 11oddns pyiyo a10w) sieaLIE 9PIMIR)S [[BISAO A} SULIDMO]
‘SOSBO 90UQ[OIA d1psawop mau Funuoaald ‘eouspuadap [ejustuIoA0d Suronpar Apuesyrugis parorduwll oq [[Im

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




e

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

SIoUOISSIIIWOd Y], ‘Juddiad (] 01 ¢ woiy paguer Yaym (SQ0Z PUB 1007 ‘8661) SQIpmis ,siedk snoraaid jo jeyp
uey) JOYSIY ST 9JBI UOTIBIAD SIYL, "PIMIIAI SISED ) JO Juodiod G ur suonerAdp aurepms punoj Apms 910Z UL -

"S9Sed (J- AJ-uou pue (J-AJ JO soreys [enba jsowe
popnour opdwes Ay, (SenuNod [[eWS pue WNIPIW ‘9FIe] ‘d31e] AIOA U99MIdq NdS) SOIUNOD [ Ul OO Ul PoIdu

U yoIessay pue Suruueld
JoSeue\ UNO)) ‘B1oIED) JoUR(

s1oplo joddns pliyo 9gz‘] Jo ojdwes wopuel & PIA[OAUL APMJS SUI[opIND) Y], -SUOHEPUIWOAI Ay} Yim 213y |  Auno)) so[efuy so Jo uno)) rouadng | "7
Ky1ed 19130 2y} 03 YIYs uay}
PInoMm 31 usping jey; sjeaw ay(s) J1 pue Jay/wiry 03 payndwl 9q Jou pP[noys swodsul jey) moys o3 juared Jururoyrod
-I1apun Io -uou 3y} U0 3q P[NOYS Uaping Y} Jey} oW 0} SWAIS J| "Ioyjo oy} 03 swoour Andwr 03 Suryass Aured oy
uo jooid jo uoping ot nd 03 uo 03 (1671 ' ddv 18D S91 (8007) Y1zp-0g Jo 23DLLDIY 2.4 U]) SUOISIOAP JUGOT AIOUL
‘Quoour gunndwr J0J $1S91 IeWYOudq sn SulAlg ul [nyosn dre ‘Auooid sy pue Arouday se Yons ‘me| osed O[IYM

:SMOJ[O] S ‘UOTBPUSIIOII PUOIIS O} 0} S JUIWIWOD P[NOM | STAD ‘Towary N MOUNeN | 11
"SOLIBUJOS
Sururea TeonaylodAy “sa [emor uo paseq 9q Isnw dwodul panduwl “‘SuIso[o uf oOLIBUSdS s3uruIed [eanjayodLy
,pred uaaq pey [ J11eym,, siy) uo peseq Aed o} poynduwil sem [ JUNOWE Y} UILS 0} J[qE USq JOU [[1IS dABY |
"0LIBUQOS SFuTuIed [BOonaylodAy
& uo paseq (yyuow 1od) 1oddns priyo ur AjoAanoeonar 0 €zz 1§ Aed 01 pandwir sem [ *+* “0oue)SUI J0J 9S8O AW U]
"OLIBUDOS STUILIRD J1 JeyM [ed13o30dAY € 10A0 0ouapooald oye)
PInoys sIeak aA1y 03 auo jsed oY) UM P S,Z A\ 10 SUIRI xe} ‘sqris Aed U0 paseq awooul [BOLIOISIY PUB [BM)OY
‘sosodnd uonendwir 10§ 10ABJ SJUBSHI] UO UL 1INOD JY) SOUIN[JUI 0} PAINY JOUIUEXD
[EUONBI0A PISEIq QU0 JO OLIBUSIS dATIB[NOAdS 9} UO paseq 9q J0U P[noys SSUIUIE JO JOOIJ “(SUINIdI Xe} IO PUue S,ZA\
uo paseq) slequnu sAne[noads 10/pue [eo139Y10dAY "SA [BI1I0)SIY [EyoR AQ pojenueIsqns aq isnu swosul paynduy
"Ked 03 1031]qO 213 SI9PIO
1IN0J Y} JBY) SWOIUI dANR[NOadS pouresun s 1031]qo oy} Aq PIUILd ASUOW [eNnjo. U0 Paseq 9q prnoys uorenduy
"Auowns9) S, JOUIILXF [BUOLBIO0 A

© U0 K[9]0s paseq dq jou [[eys uoneindwr jey) uondwnsaxd oY) SUIAFIpow IPISUOD NOK 1By} PUSUILIOII | ISIATIOY SIS 1AL
SOBES| ‘A dndue[
:sororjod uornqLIze SWOOUT JUSLIND Y} AJeN[BAH (7 UOIBPUIWIHOOY Y U] sonsnf 10 syue3nry | of

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




e

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

drewo)e Jo ‘(s)nsal dnoin snoo oy ur ‘g | 93ed uo) o3ejuasirad Apoisno Jo ,sown 00]q,, asn 03 [esodoid ay |,

"URIP[IYO 0}
OIX0] ST ST ], “199JJ3 OJUI JUSM SOUI[IPIND) Y 99urs ‘Q[qeorpaid pue soe[duowuod swosdq ‘woddns pryo asearour
JO 20npai1 03 a11sap sjuared & Aq pajeanow ‘sapeq Apoisnd JOIFUOI-YSIY USIS SARY [ JOJJO OJUI JUIM SOUI[OPIN)
o) JojJe pue 210J2q IsITeroads meT AJwe, € se 201oe1d Ul Ud9q QABY [ "JOJOR) QUI[IPINL) B St 2IBYSIWI] [BIPOISNO
Jo juoo1ad Jo asn oYy Aq paropuaduo SI Jey) UdIp[IYoO uo joeduwr Surje)SeAp Y} 03 SB [Z UOISN[OUOD [IIM INOU0D |

Koutony
UQ[[eN "Teuuo( | €I

“UQIP[IYD JIOY} YIM PIAJOAUL QIOW JIB PUE
sare1 douer[dwos 1oy31y aaey sjuared pajeonps 19139q ‘laed jsow oy 10, sjuated Aq JUSWAJOAUL pue Furpuejsiopun
‘SS900€ 9SBAIOUT 0} ST SUONEPUUWIIOIAT 3} JO QUO “9JBI J[NBJIP SU} UI 9SBIIOUT UL JOJ UOSBAI A} JO SSI[pIeday -

‘uonyeyuasordar Aourope Jo A1[IqepIojjeun A} PUE UOISSIOAI JIOUOID Y} O} NP SI 1 e} QAJI[Oq SAILIOAPY
"}SOJu00 j0u pIp 10S1[qO Oy} Jey) IOpI0 MO[ A[SAlE[dl B pajsanbal §SO( UYOIYMm UL SOUO Ik SIOPIO PA)NeJop
Auewr jey) oA91[aq sisuolssiuwo)) “dn yoeq st quadciad 9 9nejep ySnoiyy paisjus siopio jo ofejusorad oy -

"PISIAQL
oq sa1o1j0d UONNQLIIE SWOOUT JUSLIND Y} 1By} ST UOHEPUSWIIOIA] PUOIS Y “SIOSI[qO SWIOUT MO[ JO SOOUBISUNIIID
[erouBUL Y} 109[J0I A[91eINO0E AI0W 0} POSIALI 9q juounsnipe suIoour-Mmo[ aYj Jey} ST SUOIIBPUSWWOIal oy} JO dU() -

"SINOY JoMm JM9J awnsaid 1o joxrews qof Jua1mno ay) JopIsuod jey) sarorjod
9A®RY SAJBIS JAYIO [[B ISOW[Y "Yoam Iod sInoy (f JoJ oFem wWNWIUIW je pawnsaid SI SWOOUT ‘UMOUY JOU ST SWOIUL
pue A103s1Y dwosul sJ031[qo Y} pue 1opio 1oddns ayy Surysijqeisa st Aouade [BO0[ Y} 2IoYM SIsed (J-A] U] ‘sjuoted
owoour Mo[ IoJ asiom swaqord aurpms oY) soyew Aorjod uondwnsaid owooul SBILIOJR) ‘A[[BUOBIPPY -

"[OA9] A119A0d TRIOPIJ I 9A0QE SUIEd JOSI[QO 9} JUNOWE I} ST S9JBIS
asoy) ur Jopio yoddns Sunnsar o) pue uosiod auo I0J [9A9] A110A0d [BIOPIJ AY) 0} PAUI[ SI QAISSAI SIYJ, "SISBD
owoour Mo[ ul Jop1o uoddns oy 10J siseq SuIA[Iopun ay) se ,,0A13s21 J10ddns-J[3s,, B 9ARY S91BIS JSOW )senuod Ag -

"$S[ Jo yyuow Jad QwoouI 13U ()00 $
s s1031[qO 10} AJUO ‘uay) pue ‘yunowre aurapms Jengar oy} 03 uononpal a3ejuddrad e A[Uo sasn BIUIOJI[E)) [OAI]
20UQ)SISqNS B J8 QAI] 0} SPAdU JOFI[QO Y} SWOOUI YoNw MOy IIPISU0d jou saop eruiojije) “toddns Surepio uf -

"10311q0 ay} ysuoaodur pinom junowe auroping ay jo juswked
pUB QWOdUl MO] AI9A Sey I0SI[qO 9} IUM SISBD Ul PIRIAOP AdU) 1By} pagpajmousde Apmis SIY) I0J PakoAins

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




eve

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

STy st euenliy, jo pury Jeym

rruIoji[e) ul [ediourig Ajurenrooun me  A[rue, oy,

SOOIAIOS 0197 PUNOID)
QuIysIu) Wif | /L]

“JYS1I o1& FUIOp 918 A9} JBYM IADI[Iq A[PUI[q SHNOJ 9} SNBIAQ PAIOUSI A6 AJ) J1 399301d
03 sme[ Jo Auard are 9101 J1 J9)JBW JOU SQ0P J] "SUOTIOR JIAY} JO S9ouanbasuod ay} uo pajeanpa 2q 0} PaU SJN0D Y T,

‘pasn Suroq Apuaimy st jey yoeoidde popuey piey

o) WOJJ J1JaUaq Jou [[IM AJ2100s ‘pasn st yoeoxdde 3ons oY) se Suo[ Sy “p[ey oy ul urpas[q [01nu0d 03 AI[Iqe Ino
SE [BOTILIO SB ST SSAI)s 9FeUBW 0} AJ[IQR INO JIOJIIAY) SN UO JOIFUI UBd AWUD INO UBY) AWOUS JNO UO SSIMS IOW
JIOI[JUL 9M QIoUAM ST JeqUIO)) "AJOI00S INO JO SIOSSALS 9Y) 03 anp JSLI Y31y J8 a1e oym sarrwey osoy) d[oy o3 jou A3o5es
e opraoid 03 st qof A ‘ueisiuey3yy pue bei] ur uoneu Jno JuIpusJop oIk oYM SIOLLIBA\ USZI)) oY) o1k oonoeld

ST} 0] O[qEIAUINA JSO]N "SOI[IWUR] PUEB USIP[IYO UMO JIOU} JO JUSUILIIOP Y} PUB SIIOY} JOU dI8 OyMm UAIP[IYo 10J oddns
priyo Aed 03 poie3I[qo MOU 918 OYM SUSZNID JUSo0oUUl SAUsIund Os[e Inq JUSUIISINQUITOL dIBJ[dM JI[[00 0} AN[Iqe
PaseaIoul Ul SISl A[UO JOU 901J0U Y} PIAISIAI [BNPIAIPUL o) SULINSUT JNOY}IM 991)0U € SUI[IB[A] "OSUIS UOWIOD
pue 2o1sn[ [B100S 0} [BJUSWILIOP dIe Asne)) JO MOUYS JOJ SPIEPUE)S UOIBIII1IoU 3 ], "owooul Suipiaoid ul [ejuswunisul
J1e JE1)) Sasuaol] [euolssajord ayp Sunjoaar Aq 1oddns Aue opraoid 03 A1[Iqe S[ENPIAIPUL S} JJO IND USY) pue
K1essaoau st uey jaxoo0d ayy ojur Jodoop Sip [[1m saurjoping jroddns plIyo JuoLINd oY, "OPIOINS SHUWIWOD SUOAWOS
UM SIOQUISWE AJTUIE] JOU}0 JO UDIP[IYO JO ISOIUI }$3q AU} UI JOASU ST J] “IO1BW SIY) UT S1INO0D 9} JO 94 puI[q

o) AQ PaUIOOUOD AJ)BAI3 WL] SOAIOSOY AABN 9} J0J J0JRUIPIOOD UONUIAId OPIOINS € Sy "AIBII[IU INO Ul SOPIOINS JO
OSBOIOUL 9} 0] SAINQLIIUOD OS[e SI[, "SjudIed [BIPOISNOUOU JO JoqUINU SUISBIIOUI U JO SIPIOINS Iy} 03 unnqriuod
[euorssojoid are A9y} ‘suone39[[e 9S[e} U0 suondues Aue asodwl jJou Op sUNo.) A} Isnedoq ‘sourjepms oddns

pryo SuiAdde ay3 Jo arnjeu aaIsnqe ay) woly urynsar aproms jo ureped B mou si 210y [, “Judred [erpojsnouou ay)

03 saouanbasuoo [eje} pue ‘paygnsnlun ‘ysiey ur Junnsal WolsAS Y} JO ISNSIW OIUOIYD UI JNSAI SAUI[OPINSG JuaLny)

VN-0919S
MSIT
RJeydS HqIy | 91

"ApTys 9y} U SUOIIBPUSWIIOIDI 1M 9913y

10O SAIINOOXF 1IN0D)
Appoy " [oByoIA
£yuno)) 0391(J ues Jo uno)) ouxdng | ‘G

-awoour sjuated Jnoqe
JuoWNSIe IO UOIBSIOAUOD SZIWIUIW PUB P[IYD € 9STeI 0 1500 [enjoe 3y} uo A[urewtid A[a1 pinoys aurjepms ayJ, (‘g

uone3ijqo 1oy dedonue 03 Juared oFeroae oy 10J x9[dwod 003 st durepmng ay ], (‘|

:syurod 0M) UO SNOWITUBUN dIOM 00SIOURI] UBS Ul SUNOIW INO PAPUIE OYM SOJEIOAPE oY [,

JopuewIwio))
HnD uoy

Sunuared s[qisuodsay 1oj diysiouyed |y

“B[NUWLIOJ QUI[OPINL) 9} 0} UOIEdJIpoU 9]qIssod & Se SUOIIBpUoodd]
o3 ojur pajerodioour 9q pnoys ‘sajels I9YJ0 Ul PazIin ,owodul Jo agejuaoiad,, ayp se yons ‘soyoeordde

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




1444

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

* porrad 189K ()] © 1040 9,9 AQ 90UE[BQq SIBALIE S)1 9ONPAI P[NOM JI “JOPIO SIY) PASIOALI BIUIOJI[BD)

J1 ey ojewinse oA\ Tedrourid a1059q 3sa10jur Surdreyo J10J uoseal LIOLd ou SI 213y} ‘MOoU oM SB IeJ Sk, pue ,()00¢

UI }SOI0UT SeM ‘UOT[[Iq ' €$ 1O ‘s1ealre joddns priyo s BIUIOIIE)) JO %/ 7 18} 91BWIISS dA\ “Hoddns piyo predun uo
S031BYD 1SI9IUT A} JOPISUOD PINOYS BIUIOJI[R)), :SPUSIOIAI () * BIUIOJI[E)) Ul sTealry woddng priy) Surunuexd,,
papnue  Apnis A[1qeIdd][0)),, AUl 1onpuod 03 siokedxe) erurojije) Aq pred st (1) aamusuf ueqin aYL - €007

", 3se0 1od 9FeI0AR U0 PI[qNOP SIUNOUE 9sOYM ‘SudtiAed PAIOPIO-1INOD S}OI[[0D
1) Kouo3e 9Je)s oy} JO AIBSIQAIUUE JBIA-0M]) AU} UO Sawod Jodar Suimorn,, :sewl ], v oyl Aq paytodar swoono
oy Yiim Sununodde gD .91l a3 ajesnsoaul 03 siokedxe) erurojie)) Aq pred st ouf saipmys L0110 - [00T

.. Sosed owoour pawnsaxd asayy ur Aed 03 A1[1qe 913 Uo SIY3Isul

Iotpang opraoid Aewr ) “poseI[or UAYM PIIIPISUOD 9q 1q9p 1oddns piyo uo Aprys s, 0Jmrisuy ueqi() oy3 WOy SINsaI
o, :SpPUSWIUIOddI pue spieme joddns piiyo s,9181S 9} 03 SOFULYD OU SPUSWIWIOIA [S] .. [00T MOIADY dUI[OpIND
uoddng pyiy) erurojije),, Ay 1onpuod oy s1okedxe) erurojie) Aq pred st (1Sd) oul sAIpmS Lo1[0d - 000T

" pausisse oq 01 paxmbai jou suone3iqo poddns, pue ‘a1e)) 19150, INV.L Sepn[our
YOIy “ISe] PANGLISIP 2 ISNU JeY} SUONII[0D dY) A[qNOP 0} SALIS SMO[[E POy MU oy [, (pareadar 859 7y
DS[) SUOBINO[EO SATIUIIUT 913S A} SAI10ads Yorym ‘ssaiduo)) Aq paideus SI (8859 7 DS() Me[ [BIP3] - 000T =

“IeoA AI9A2 393pnq s,0)e1S 2y

ooue[eq 01 unduwane asoy) Aq UONBUISISUOD YONW JO SNO0J AU} Udq SeY erulojife)) ur 3unesado Aouade 5D oyl

Jo epmyndout oy, ‘Jey uey) ss9] Aq SSOUSANOJAUI UI Joped] [euonjeu oy) Suljren (uolf[iq ¢'9§) ueSIyoIA pue (uoriq
6°L$) SexoL yim ‘uolfiq §°G 1§ Jo soFerearre Sunodal uorjeu a3 spes| BILIOJI[ED) JO 9JBIS Y, "000T Ul S9Iels

[T sso1oe uoI[Iq $8$ Jo soSerearre 1oddns pryo pauodas (SO O) wawddtojuy 1oddng pry) Jo 9030 SN YL

"uonNJOARI © 1Ie)s Isnf et J1 — SSOUAN)OJJoul

u1 J[nsa1 AJuo jou Aew 3stward snosuoLId ue uo paseq pajuswd[dut st jeyy Aorjod [eroog “pesodoid Apuadijaiur oq
ued UONNJOS € 910J9q Wd[qoid & Jo sorueuAp oy} Jo Surpuejsiopun y3noioy) & 9q Jsnu 913y ‘Ao1rjod [B100S 0} SOWO0
11 U A\ 'PEOI[IRI B PUB WIISAS B IO JoxorI B pue $S9001d © ‘0[N & pue oul[opIng & uodm}aq UonounsIp € sI 1oy I,

(Lz61 1oded odiounid Aurelrooun ur ‘Froquasioy) . -ostwaid ay) Ing Suoim SI Jey) UOISN[OUOD ) JOU SI
1 — 21Ny 9y} 2Je[NI[BD ULd dM ‘AT)oeX0 JUdsaxd oy mouy| am J1, - AJIfesned Jo me[ 2y Jo uonenuLioy dreys ayj uy,,

T AUTeIIo0UN [J/S958d( %99 A\/TU0 ATSOIOZPUS MMM //- Ay

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




Sve

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

UQ0M)0q UOTIBULIOJUT SUISSIW JO ONSSI SIY) U0 UMOPYBIIQ € PIMOYS ApMs [[NJ oY) JT MOUY JOU OP [ ()] UOISN[OU0))

(sdiyspaey 3urpae3ar sonsst
J10J owres ‘UOT)BULIOJUT JUSIOIIFNSUL ST A1) JI POPN[OUL JOU UIIJO ST 218D P[IYO PIJL[OI-IOM "9°T) ,,UONBULIOJUI POOT
JO 3oe[, :PpojoU SpuaL} oy} J0J UOSEII IOY)OUE SI QIO Jey) dJe)s OS[e P[NoM [ ‘IQUOISSIUIIO)) B S 19 UOISN[OU0))

Auno)) 0os1oueI, ues Jo 1no)) Jouadng
Jouorsstuwo)) poddng priyD
ueuny3IIp\ B000qIY UOH

81

‘s1oAedxe; s, Anuno)) 119y} Jjo dLI 03 WAy} MO[[e 0} ‘SSaulsng INoA pue ‘dsnoy
INOA ‘spny InoK 9.} OS[e [[IM A3} BIUIOJI[R) U "Aduow JNOA [[e Wiy 2AIS 03 asnja1 noA Ji [rel ur noA ind 1o ‘reo
INOA IO ‘OSUDI| SIOALIP INOA 3B} ATUO [[IM 9 “OJTXIN UI SUIALIP S[IyMm I9A0 noK s[nd doo euen(i], € uoym 1sed] 1y

"19OP Y} JO 3moI3 oy} Suimors wolj judred pojodie; o) pue ‘Juowdsinquuiadl Jo Auuod e 3uroos Ajorer sroledxe)
O} UI S)[NSAI )SI1J Isa1d3ur Sunnqrusip Jo donoeid oy) - uononssop s Are] J1y) Jo s30adse [[e 10 [[1q Y} 100J

0] P2I0J 9q [[IM UOII[[0D 10 pajeFie) AJ[eur3LIo st oym juared ayy ysSnoyyyy “(s3urjqrs jsanbar Aoy J1 o10W USAD
J0) P[IY9 yoed JoJ uononpap xe} reak 12d 000°01§ & 81 01 syuared 1950 9[qels AJ[eIoUBUL) 9U) MO[[R [[IM YOIyMm
‘SpPOYosNOY X9s-des 0} USIP[IYS Y} ISy 0} dIe)) 10JSO0,{ MO[[E [[I4 YOIYM ‘QUO[. WOy UIP[IYD oY) dABI[ d[oy 0}
SJIom 01 a1BJ[om, MO[[e [[14 yorym Juawiked Sureimoosip Aq Suimoisd 1qap a3 doay 01 S SMO[[e yorym ‘INV.L
0] ULIp[IYO J13y) pue juared [eIpoISNO o) S9910] YoIym ‘JuawAo[dwaun 0} ua1p[iyo 1oy} poddns 03 Sundwopne
sjuoxed Suralp Aq (so1elS Suipiqe me| 9y3 03 pasedwiod) pajoaen) ssof yred oy, osn 01 UasOYD sey BIUIOJI[E))

(Lz61 ‘1aded apdiound Ayurerrooun ur ‘F1oqUaSIOH) ,, } 9AIISQO dM UM A[UO 9OUSISIXD
ojur sawod yyed, oy :smofoj se pojernurioj Appueudaid oq ued yjed, [eOISSBIO AU} JO OOUIISIXd ) I8} 9AJI[A] [,

 outyoewW
Kouowr, ssojme] S,91e)S Y} Aq POZIWIIOIA 9q 0} PAOIOJ oJe Oy UIP[IYd oy} pue syuared oy} uo parnour oFewep
[e191B[[05 2y} JO Sso[pIedal Surpuny [BIOP,{ SZIWIXBW 0} SIS BIWIOJI[E)) — Uone[sI39] pney Ajmuisjed 0JoA 03 SIABR(]
Ke1n) par[oduios jey) uosear swes o St ([ opn[e 03 pawoss jeyy) Jedrourid a10J0q 3so10ur SUISIRYD J0J UOSBIT
norxd, oy, -3sa1y Juated [erpoisno oy 03 pred aq isnw JNV.L SUIAISDI J0U oIy paniooe jey) [ediourid jroddns priyo
1By} SpPUBWIOP pue (/69 7 DSN) PANQLUSIP 9q Isnwr sa10uagde S 91e)s Aq SUONII[00 MOy Sol10ads me[ [BIOPI,]

. Ppagueyd 9q 01 SpadU e[NULIO) dulfopIng JIseq 9} 18y} S1S933nS 90udpIad gurjjedwod jo

oouBpUNGE ON], :IOAIMOY ‘SPUSTUTIOIAI [S ,"SIEIIR UO JSQIOIUI JO JUSWISSISSE () PuB JUatadIojud 9jadwoout ()

‘s1031[qO AWOOUI-MO] J0J Y31y 001 219M Jey) sjunowe 13pi1o oddns (1) 150661 oy SuLnp yimois sIedLe 10J SUOSeal

2011} uIMO[[0J Y paynuapt Apmg AN[IqUIA[[0) YL, :dan0adsiad [ oYl PASPIMOUNIL [Sd “,SOOT MAIAY
aurpeping poddng pry) eruIojife)),, ayj 1onpuod 03 siekedxe) erurojije) Aq pred si ouy sorpmy§ A9110d - S00T «

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




9v¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

juBpULNE A} [[B YA ‘SI19pIo JoLid 0] payoe)ie suone[no[ed ay) SuIABH |I1 Pulj ued A9y} JI -- SuLieay ise[ oy}

Je pasn Ieysaw) Ay} dzI[i3n AJdwIs ueod 31n0o oY) ‘SOouBISUL 9SOY) U] W) ISB] S} 90ouls pagueyd J,usey UoneIsiA
o Jey Surkes are sonted o) o1oyM UTESE JOAO [[B AUOWNSA] 3B} PUR [30UM O} JUIAUI-OI 0} JABY] J,UP[NOM 1IN0
oy} pue -- Ajsnopuowon d[oy pynom 1 030 ‘pajuei3 sdIysprey Jo Joquinu ‘QJeysowr) SUIpnjour ‘sansst Jo Oquinu

& U0 21om s3urpulj Jowid s1Inod ay) Jeym ‘20ue[3 € Je ‘MOys UBd yoIym -- uonenofes Joud e 09s 01 [nydjoy A[owonxo
os[e s13] "23ueyD [RRUEBISANS B UIIQ SBY 1Y) JOYIOYM JUTWLIAIOP UBD 1N0D o) Jeyy) os ‘1opJo Jurpuad oy} 03 paf 1ey)
oIoM s10J0€] o) Jeym mouy 03 sd[ay 31 roddns plIyo JO UOIIBOIJIPOW B YIIM POB] USYM ‘SaUIT} AURJA[ "O[1J 9S€O o1}
ur uorjewIojur 10w TYINOFY 03 POYIPOW 3¢ P[NOYS UOHEPUSWTOIA SIY} JAJI[Oq A[[BNJOB | G UONBPUIUTHOINY

"9pIs 10430 9y} uo suaddey jeym JuIpue)SIOpPUN SIOIOM O} PUB (- A] PUB V-A] 9} UO2MIQq JOSUUOISIP

919[dwod B ST AIOY ], "OPIS V-Al O[], oY1 Surpnpoul -- sjoerojur AJrurey 3ey) 21ym doe[d A19A9 18 ssao01d oy Jo jred
©0q p[noys )] 93ueyd SOOURISWNOIIO JISY) JI UOTIOW B [ O} POSU Y} PULlSIdpUN AJ1) aIns Sunyewt udy) ‘uonerndns
& Surure}qo JI Jo/pue IoMsue ue Ino Ul yim syudied JSISse 0) MOY UO paulen} o1 s1aIomosed ‘(uonedronted
juored AJ1ed 103 pue synejop 9onpai 03 pausisop) 100foxd HIdH oy ysnoay S ur ‘ojdwexo 104 -sossaooid

s,Aouage jroddns p[Iyo oy} pue SISOy LIS a1 H.LOF 0ul 3[Inq e yorym ‘o3e)s A[1es ue je syuared oy Suneonpa
10J sa13o1ens dojoaop osye 03 [nyd[oy 9q pInom J1 ‘sIopjoyaye:s Suneonps 0) UOHIPPE U] ¢ UOHBPUIUTIOINY

(V1 10 Auno)) ULIeJA] UI 918 A3(} Sk dUIes 1} Jou 216 Ajuno)) aren ], ur sapumioddo pue sioxiom
W) [eU0seas ‘30 - UOI3QI OTou0I Y} JO AL 9U) YIM JUIISISUOD 9q 0} SPOu uonendur dwodur 9°1) ANIqIX[J
OwWOS 9q 0} SPIAU OS[ IO} ‘AJTULIOJIUN 9q 0} SPAAU I} 1Y Jey) 1S933nS p[nom pue 9013e | 17 UOHBPUSUOINY

“OAI[ O} SPAOU OISBq WINTITUIW JIOY} J3UL 0}

9Iqe 2q jou [[I4 1031]q0 Y1 Jey} Y31y os aq jou pasodur 1xoddns pyiyo jo junowre oy 3ey) danerodwl st )| 9sed 998
PV 61 (9661) IO “A 09SI0URI,] UBS JO AJUN0)) 29 A1) 3y Jo 1doouod [e39[/sIseq 9y} uo) aul[apms-}Jo ue I0J
sarjrrenb 10311qO Ue JT QUTWLIAIAP 03 SIsAeue Jurop s3uLreay JuLmnp awrn Jo 3iq & 9mb puads | ‘qusunsnlpe swoour
-MO[ a3 Jo Aoenbapeul oY) UAILD) [9A] A110A0d oty Jo a3ejuadiad e ojur 31 Suiky sdeysod ‘paroprsuod aq (sesuadxo
SuIAI] WnwIruIw d1seq) junowre dAI19s31 1oddns-J[as € Jo 1doouod ay) ey 15933ns pinom [ :| UOIBPUIWLOIIY

jorenbopeur st Quougsnlpe
QwoouI-Mo[) V1T ays 18y} Ajre[nonded - y3nous suoIsN[ou0d sy} Yim 92138 Jouued | [ Pue ¢ SUoIsnjouo))

‘(syuounpredop (- AT 9Y3 UI 1SBI] J&) JOPIO AI9AQ 0] PAYOBIIE 9q UOTIB[NOTED © Jey) 211nbal 01 pasu oy 0} sjurod ‘mora
Aw ur ‘uorsnouod siy [, -aurepIng Juikjroads jou Jo woyl oy} uo A[renonted ‘sased (J- A] UOU Ul UONeWIOjul SUISSIW
Jo a8rjuoo1od 1018013 USAS UR SI 1Y) ‘QoudnIodxe AW U PINOYS I “JoU PIP 31 JI Inq ‘SASed (J-A] UOU pue -Al

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




LYC

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

"S[oA9] awoour snoLrea je ojdoad 10J priyos & Suisrer 1oJ sesuadxa [eordK)
[enIo. J} JO UOTIBIIPISUOD Y} ST AIYA\ “S[ENPIAIPUI JWOIUI-IIMO] JOJ Y31 A[Snor1ojou a1e sjoAd] poddns prig)

d1[qnd Y JO QU

0¢

-osuadxo 1o je dn 31 9A1] pue Aouow INO 9ye) 0} ANUIUOD
[ ASnpu] 90I0AI(] 9} ey} uonedIpur Joyjoue jsnf st onb snjeis oy I, 'soUI[OPIND Y3 JO [NEYISAO JO[BW € PAdU O A\

"JU9A? ) SuIp10991 9[qe} a3 Je Ajaed juopuadopul ue 9ABY [[IM 9M OWI) XN ‘[BLISJeW
1e1[} 335 03 9[qE 2q [[IM M JT JOPUOM | "PAWI[IJ PUB PIPIOIAI SeM I "PIES AJ[BNjoR 9M JBUM J& JOO[ B 9B} dSBI[J

‘POAOAUL [[€ 0} ITB] PUE JUSIONJO OIOW UNI P[NOM TUI)ISAS
oy} 9qAeW pue WOISAS SIY} JO APISQNS AU} SNUIIUOISIP 0} padu Spa, oy ‘swins poddng prry) snooFenno ayp 109[[09
0} Su1A1} Asuow yonw os Surpuads oq 10U P[NOM NOA ‘padIom A[[eal 18y} SUIYIOWOS pey NOA J1 ‘11 IN0qe JUIy [,

‘Sunyrom jou st ooe[d
Ul 9ABY 9M JRUM JRT[} WEed) QUI[OPIND J} P[0} oY Pue SUI0aW 9y} Pusye YD) WOoIJ JOUBWO)) 'S WeI[IA JoId
PRy OA\ oM [[1m Jey) weiSoad o[qeinbas pue arej e oxewr pue wo[qoid siy) 38 Y00 03 ISI[e10ads OIou09d padu I

"WIA)SAS SIY} UO Paseq AQUow SUIATIIQI QUO I} SeM US PUE [[om

Se Wa)SAS S1Y) AQ pajoedwur A[oAnE3oU U9 SeY JOYJOW JIAY] SABM SWOS U] “WAISAS SIY} JO WHIIA B dI8 UIP[IYD
AW pue | ‘MOUY [ "9SUSS OU SYBW )] "I9YI0 Y} 03 J1 9AI3 pue Juated SUO WO} SWOIUI 3B} NOA PNOM PLIOM Y}
ut Aym ‘spoyasnoy QAL 238210 03 9ABY NOA USY) SWOIUI 135 B U0 SUIAIAINS a19m oym Jrede Surpipds s1 jey) Ajiuey
€ 93} NOA uay Ay sjuared oy Jo owooul [ON 1509 TVHY UO Paseq 9q 0} SAUI[IPIND Y} PAIUBM SIIBIOAPE Y,

“USIP[IYO 2y} Jnoqe July} A[[ea1 0} pue Ansnpuy SIy} ul 95UBYD s [[IM Jey) Sn JO 9] SI 219y} 9s1n0d JO “dn uaaId
oAey Ansnpuy s1y) Aq pa1dajge ajdoad atp Jo 9,66 210y jutod o) 0} UMOP [[& Sh UJedq Sey| Ansnpu 90J0AI[ YL

‘dn

1Y3no1q soJeO0APE ) JBUM JO SSO[PIE3al Juem 9m Jeym Op 01 Sul0g I8 9m UdY) pue ‘Aes 0} 9ABY K91} JeUM O} US|
‘Sunoaw € aAey [[IM oA\ “sonrjod [eo1dA} Jo sw popurwal 3] ‘[[e Je uonisod Ino 3o9[Ja1 jou pIp A9y ], ‘Sunosw ay)
Suruunr dnoi3 oy LA33aur Jo yjoe[ o) Yim pafjedde we pue Funeaw S9IEO0APE BIUIOJI[R)) UIYINOS Y} POPUINE |

USJA 10,] UONI[EO)) [BUOLIEN
Suno X A u1a9y

61

"noA yuey, sordoy
jueproduwr 9say3 uo jndut opraoid ‘SjUIUIIOD deW 0] AOUBYD JYIOUE 9 [[1M 219y} sdeyrad ey} adoy A[9100uls Op |

‘[JoA SE 1In09 9y} 0} UO)BULIOJUT [OLI0)SIY Juelsisuoour Jurpraoid woig santed oonpai sdjey ‘uonewiojur

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




44

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

JI0U} UTRjuIew 0) USIP[IYO S} JOJ 1S9q SJBYM ST SN (IIe] JeY) ST MOH "S0107d J00d 1oy WOIy AJJ02IIp S1IFoudq
oUS "IOUIOW 9} 0} USAIS PUB WIY WOIJ UONE) SWOOUT XB) I0)J. SIY JO %,0S 03 ST SUIABY pUe ABME UONE) UDIP[IYO
sty Suraey Aq pazieuad st oy 3194 9red sty uo Surop Suoim Aue Jo 3nsa1 oy 919m Apaedoal oyur uarpyo oy ind

pue aFeLLIBW Oy} JO dIN[IR] 9U) POsnes Je} SUONOe [NFULIBRY I} JO UOU ‘dSBI SIY} U] (IoUUIM PeaIq Ay} A[snotadid
sem 9y asneoaq Ajdwirs j10ddns [eroueury Jo junowe Aue 10y d[qIsuodsar p[oy 9q pueqsny 9y} pinoys AYAy, Apoisno
[N Wiy 9AI3 J,Up[nNoM S1INOD Y} dSNEBOQ URIP[IYD Y} JO APOISNd ()G/0S SI0T Joyje] oyl pue ‘dFerirewt oy} puo

0] S9S00YD J9Je] U] ‘(0M) S} USIMIAQ SWOIUL Y} SMIYS A[JBIT OIYM) 99101D UMO IOy Aq J9OIBD B [IIM J[3SIoY
op1aoid 10 J10Mm 0} SOSNJI TNJyIIe) Ae)s J0U SOOP ‘OFBLLIBW OJUI SIOJUD UBWOM Y :9[dwexd sIy) I9pISUOD §,30]

“e[nwo} payrpduis A[10A0 ‘pajenbnue swos jou ‘spireme jroddns priyo pue Apoisno piiyo yioq Surproap

ur s1030e} Junesnmu oy oq pnoys suonsanb 9say) 03 SIoMSUER I )qNOP S[qBUOSEI B PU0Adq udA01d 9q ued s3ury)
0Soy]} Sk IBJ 0S U] ,,;,2[qeIUN0ddE P[oy 9q p[noys oyp,, ,.;uonisod jeys ojur way) Sumnd 10§ o[qrsuodsar st oy,
pue |, Aressaosu st poddns priyo axoym uonisod e ur ind Juroq ULIP[IYO Y} d16 AYM,, OI] ‘S[IEIOP Y} UOLBIOPISUOD
ojur oye)} os[e pnoys 1oddns priyo pue Apoisno pliyo 03 Adde A3y se sme[ oy “me[ AJIwef yjim os JoN -0s AysL
pUE ‘SUOI}O’ JO/pUR SIOIOYD JIY) JOJ A[qBIUN0IIE P[AY 918 S[ENPIAIPUL (1039 TRUIWILIO [IAID) ME[ JO SBAIR IOYJO [[B U]

“Ireyun pue 9jenbopeur
K1901dwos st areysown pue syuated Jo swooul Uo A[o[0s paseq st jeypy Joddns plIyo SUIUIULINOP JO WISAS

d1[qnd Y JO QU

(44

i8 9Je A9} [UN S)NPE. 10U Ik A3Y) 0} SIPIIAP AYS/A UAYM JOU ‘SISBq JUA]SISUOI B U0 Sjudted 30q 29s 03

JAeY pInoys 195eu09) & ‘os[y jsiudwied uo anp jsed uosiod 104jo oy sayew pue wire[d oy} soiy asnods xa A13ue ue
uaym Aq Jou 19s SI 31 uaym 9Jep 1IN0 Y} uo pajep 2q osfe prnoys 1joddns pjyy -onp/pred junowe Jy3 Surje[NO[LO
uayM papnjoul 3q [ON P[NOYS 2I0JIAY} PUL JU)ISISUOD JOU ST JWIIAA0 s,uosiod v -suonediqo AJruey pue

9z1s A[rwej se [[om se ‘A[qpuowr sasuadxa (INV owooul s,uosiod Aq paje[nores aq prnoys pred junowe j1oddns piiyD

d1[qnd Y JO QU

'1C

{91999] 0S Juawtod J1jqnd JIJ1[0S 03 SHOIJO oY) 1M AP

"WQ)SAS 9} UI SSOUSAISUOASaI pue WSI[BAI JO Yor[ 9} JO 9sneoaq SuIpIoms Jo ‘ssajowoy
‘o1qnox doap ur dn puo ojdoad Auew 00, (swodsul pue snye)s juswAojdwe Surdueyd ApoIb sawrjowos Iy}
s d3uero 0} poddns piyo Jo [9A9] o3 393 0} sjuaited [eIpoisno-uou 100d pue pajLONPI-SSI[ I0J SUBIUL € ST I A\

&IOS
1o ‘pain(ur ‘pakojdwaun ‘woour mof a1e sjuared juerjduiod-uou jsowr Jey) 198} Y} JO UOIIBIOPISUOD Y} SI QIIYAN

‘Kyoeded 11011 Yojew-sIw Jey) S[9AJ] JO asnedq sanoyine ay} prose o3 Jundwone
dn Suipus sjuared [erpoisno-uou jo oouanbasuos ay) Surproae Aq pasoidur aq A|qeqoid pynom arejam priyd

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




6v¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

‘Aumroddo aing swos je paIapisuod aq [[1m 11 adoy | pue [nydjay st uorurdo Awr odoy |

‘Juared Terpoisno oy £q perea1d AJnySuoim JoBuO0d JO OUISqE JO PO
oy aydsop 10308] SuLIRyS 047 B oSN ABWI UNO)) oY) ‘Uoljeualfe [ejualed [nyssaoons Jo osed oy ul ‘ordwexoe ‘10,4

*IQUOISSIUIO) 10 93pNn{ dY} JO UONIAIISIP Y} J& )9S 9q P[Noys
019z 9A0qe AJ3uedrjIusIs ‘100[J © ‘9A0oqe paje)s sasodind oYy 9AISS 1S INQ ‘SHINOD Y} UO UIPING Y} AJLIAJ[[R O],

"uoneAIosqo 19ye[ siy) poddns 03 payse ssojun
[re1op ojul 03 j0u [[1M [ “dIysuone[al oy} JO USIP[IYD Y} 0} ULIRY UI S}NSAI ‘pajeArjow A[[eroueur] sI jey} aleys awn
I0A0 9[33n1s a3 9A91[oq os[e [ 1oedwl [erouruly )1 Jo asneoaq uonesnI sinds 10j0e] aIBYS W) Y} ‘A[jeuUniiojun

"UOIJEB}ISIA [RIPO)SNO-UOU 23BIN0OUD
01 (g pue ‘sasuadxa paje[d p[Iyo Jo Surreys e 30331 a1 (] sasodind om) aa13s 03 sieadde 10308 Qreys Jwn oY [,

a1[qnd 9 JO QU

€C

"PA[NBYIOAO 9q 0} SPAAU WAISAS O[OYM Y,

“poOS UeY} USIP[IYO Y} O} WY SIOW Jej 0} SPed] SIy} A[o1ewnn) 1oy} A[30eXd
Op 0} J1 WOJJ }1JoUdq Pue WIsAs oy} dje[ndrue ued oym asoy} SoFeInooud AJuo 31 9snedssq ‘UIp[IYo oyl Surpnjour
‘ApoqAIoAs 03 Jrejun st smef Jroddns piyo oy} WoJ 9SUSS UOWWOD OPN[OXa O, ‘B[NULIO & st o[dwIs Se Jou ST 9J1I']

-Jreun st siy ], dn so03 poddns pyiyo oy ‘dn

$903 awooul SIy asnedaq 19 A Hoddns pliyo swes ayy apraoid o3 panuruos Ajdwis oy J1 swes Y} urewal Joy3a30)
o1oMm sjuated o) S[IYM 0) PAUI0ISNOOL dW0IAq PeY AdY) Jet[} SUIAI JO PIBPUR)S S,USIP[IYD Y} JUP[NOA\ /U]

woIj Aouow TYOIA USAD 0} PO[IUL SI IOYJOUW AU} JBY) UBY) SWINSSE 0) I1J A[9JOWAI I1 ST MOY ‘SSea1oul SUIAI] JO
pIepue)s SIY pue $$299nS 133189 A0[Ud 01 U0 $003 ‘(3r0ddns pyiyo Surked auo ayy) osed SIY} UL IoYIe) oY) JI ‘A[9JeUI Y

(osnods mau a3 03 anp swodul pjoyasnoy A[rwey paisnipe oy a10us1 A[03o1dwos 03 onsIeaL A[210WaL
11 ST MO “aIe0 S, IOUJOW 1Y) Ul 918 AJU} S[IYM UIP[IYD ) J0J SUIAI[ JO pIepue)s 9y} SI 2197 uonsanb je s1 jeym Jj
(UL POI0JOE] 10U ST SWOOUI S,.9SN0ds Mau Jey) pue ‘[enplAIpUl IOYJOUE 0} ALIBW-9I UBD ISY)OW o} Jey) I ST AYM ‘OS|y

‘Suruurgaq

K104 oy woxy uondwnsaid Aynej e s1jeY] (OUIES 9} UTBWOIL 0} USIP[IYO Y} J0J SUIAI] JO PIEPUEIS O} MO[[€ USAD
pInom sjuated ay} Jo (Y10q UA JO) AUO JO $ao10Y9d J00d a1 Jey) pawnsse 1 SI Aym puy /aoe[d 1si1y oy} ur Sururoap
9q 0} SUIAI] JO pIepue)s 1oy} JuIsned J0J AI[IqeIunodde 1oy3Iy & 0} p[oy 10U JoYJou 3y} SI AYA\ ([ SUIAI] JO pIepuR)S

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




0s¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

(90IOAIp ® UI pep J} pue Wow
o1 Yroq 03 isnf pue Irej 9q 9om prnoys :JOsINoA sy Aepo) uaAd 9o1pnfaid 1ouur o yjm 100uu0d 03 Ased A[pes SI I

-oo1pnfoid Jo o1 o[1A oY} JO INO ANUNOD Y PO By} SMNOD A} SeM I ‘SOWIIOWOS JEY) SHUSWNIOP OS[e AIOISTH

"SpaIjey [RUOIIBLII 9SO} JAISS 0} Me[ J)niels Ay Jo suonejasdiayur 1oy Surpuaq ‘Anosiq jo sjoo}
J) SB SA[OSWAY) PAIoJJO ‘UreSe Swn pue dwI} ‘sunood Ay} ‘A[pes puy -paygnsnf sem dnoid pessaiddo oy 10y predar
oAne3ou oy ey Suryoeay “aorpnfoid pajroddns jey) UOTIBWIOFUISIW 97} POOBIQUID U0 JUSWIUIA0S PO oY T,

*J1 393 JouU PIp A3y} 1B} SJUAWNIOP A[snongiquieun AI0ISIY Pue ‘ssaudrej Jo SuIAIdSOp j0U
o1oMm sdnoid 9saY JeY) POOUIATOD 9q 0} S[qR 1M IA\ "SIYSTY JO [[IF pue uonmisuo)) ay} Aq pasmuold uonodord
pue aonsnl a3 oAy 03 JY3no Aoy 1ey) :A[d1eJ pajeal; aq o3 1ysno sdnoi3 passaiddo oy Jo sroquiaw Jey} Bapl ay) je

o3enno passaidxa aAry pynom Aoy ‘udzno a3eIdAe oY) pay[se pey noA Ji ‘saonjoerd aarssaxddo asa Jo ysioy oyl 1y

“JUOWIUIDA0S JO [9A9] 1soy31Y

oy Je paydadoe pue pasIopud sem JudISep asdueder JO SUSZIIO UBILISWY JO JUSWIUINUI Y], "OA[OSAI 0} SUONBISUST
3001 ‘Uswom Jo AJI0LIofur [ed130[01sAyd o) 1n0qe SsJa1joq ploy A[9I0Uls U0 paseq ‘udwom Jo uorssaxddo oy,
"SU9ZNIO INO [[€ JO SPUIU PUB SIIBAY I} UI PIJBOIPRIO 9q 0) 1A 9ARY SJII[Oq MOID) WIS Y} PUB ‘ATUNOD INO d)0Iq
A[1eou A10AB[S "SIYITY JO [[IF PUe UONMIISUO)) JNO OJUl UIAOM A[JUBI[[LIq 0S uonodoid pue sonsn( a3 9AIISIp J0U
PIp Ioyjoue 1o dnoid auo jey) uonoIAuod Ay} pajtoddns sassewr oy} a10ym saposida surejuoo £103s1y o A[pajeaday

*9S©D U} J0U SI SIY} Jey) AI0)SIY JNO WOIJ

so[dwexaI1o)unod Y} JO [[OM SMOUY SN JO OB ‘A[pBS ‘JUSWUISA0S JO SWLIOJ IosS9] Aq pauostidur asoyy Aq uonoe
ojul pauIn) A[2I190Uls pue 3]9J A[o1oouls 9o1pnfoid Jo uloq pasey oy} 03 Jue)sisal JSea] e JO SUNWII UON)BU JNO Sayewl
‘SI9UJeJ SUIPUNOJ INO JO SNTUAZ oY) AQ PAFRIO JUSWUIIA0S JO ULIOJ JTIRIOOWP JNO TRy} QAJI[AQ 01 ITU 9 P[NOM I]

"paImoejnuULBW

sem ssauysiy[as Jo no j1oddns pyiyo Aed 03 sasnjor A[dwis oym uew JJo-[[om € JO [IAW Y} OS PUB ‘IOPPE[ JIWOU0DD
oy} JO W0)0q O} JB USWI IS} J0J paxney e1duagd o) prey s1iring -A1oaod ur Jural] uew e st 10Aed-uou € U0)jo
olow Ie, ‘pawre[d aAey sdnoid ajey s,uowom 3y yey) uontodoid pue Kyuenb ayy ur jou ng 9six9 op ,s19ked-uou
9Iqe,, dwog "uonesIqo sy se siy) 3dasoe 03 sosnja1 Ing Aed 03 suedw oY) Sey oym UewW & ‘s jey) ¢, 1oLked-uou 9[qe,,
ol JO AW A} dje[Jur 03 prey pasrom aaey swos -ojerdordde K[o301dwos st s1y) 1) 9A31[9q ojdoad d100urs Auew
18013 Y "OWILIO QWS JO A[ING o1om A3Y) JI S SIaUIe] A[AISN[OXa jsow]e ysiund ‘A[[enjoe saop pue ‘0} popuajul
sty ‘uSisep Aq aantund st erurojie) ur ioddng pyD,, po[[ed A[ISSUOYSIp SI Jeym JOJ B[NUWLIOJ JUSLIND oY [, o1qng 9y} Jo JoquIdA | T

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




16¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

"SOAIASAP PBP PJIOAIP Y3 9A91[oq Ay Juawysiund siyp jo red st 1roddns piiyo [eroueurj

“punoaie [[e sedrpnfoid [eimno pue erpow
Kq paoojural o1e A9y 9sneoaq nq ‘wioy) sygoid 31 asneseq Auo jou sdeyrad | ‘sonjea oyy pazijeurojul, dAeY Aoy ],

"SIOUMO 9AR[S SUIe[dxd ouo Aem dwes oy I,
‘sdwreo JUaWUIAUL 3]G Oym IS0y} sure[dxd ouo Aem dwes oy J,
(erey-1oyaes yo oorpnfoid oy wog Sunyoid ‘ordoad asay urejdxe ouo sa0p Moy puy

“uaIpryd

Iy wotj wiy dreredos pue ‘pep padIoAIp ay) ‘winola Ayptomun siy) ystund o3 st asodind AJuo asoym poAJOAd

sey] A1Snpul 2INud Uy WY} A0 A[1edp oy SIdYJE] [eo130]01q UMO 19} USAD ‘Judted o[ewl & Yum wil) SUIAld
a1ed urpuads woy udIpIyo JusAaxd 0] 9sNEd J[qOU B 919M JI JI Sk PIJOe pue ‘A1)031q S[eW-1JUL SWES S} PIZI[RUIIUL
pey oym drdoad a1aouts Auew jow | “1ojy3nep Ino 03 juared e urewar o} ‘osuadxo jeaId je sownawos 3y o1 pey |

“1opuag 1oy} uo paseq Ajdurs peysiund oq 03 9AI9SIp ‘syuaied oq 03 31J 10U ‘PuUE ‘S[oSEOM FUTUOPUBQE 0I0M U JBY)
:90uaradxo o1 umo Aw Jo 931ds Ul pozIeuIdjul pey | Jey) SJOI[eq dwes A} YIm pajeiodo $)Inoo oy} ey} pautes] |

19301} [eQN "IN Jo112q & onsind 0} 3J9] pue ‘SUIAI] YLIOM JOU Sem
9J1] B yons Je} papn[ouod ays ‘1eak A19A9 odoinyg 03 din € jou Inq ‘owny A[ruej Jo sjo[ pey am a1aym JJ1] & Surkofus
pue sqol awr} j1ed e Sunzom ‘spuared [enba se oAI] 01 ofim AW paIqqo] [ PUB ‘466 Ul UI0q Sem IYSnep umo AN

"SIB0A / 103 1o1joig Sig © se paioojunjoa | ‘wsifeides pue Aorioowap Jopun Surkolus sem [ Auadsord

o3 Jo awos Norq 9413 03 Ayrumaoddo awos 10 PAYOO] [ UayM ‘939[[00 I9YY ‘[oseam SuruoOpueqe ue ,Sem, pep
PO2IOAIp 93BIOAR I} JRY) PUR ‘MOJ AMON] € JO dUO Sem [ PIAI[Oq [ Ing ‘sIeak a39[[00 Aw jnoy3noiy} Jjo pue Uuo wiy
ILm PIAT] [ pue ‘s3ur[qrs AW pue ow 03 Juoted PIPIILIOD & POUILWIL IOY)R] AW ‘PIOIOAIP sjuated UmMO AW USY A\

'sdnoig 91ey s,uowom ayj Jo

jonpoid Y} ST 31 MOU 9ZI[BdI | "UO )1 dwe[q 0} SUIY}owos I0J J0oO[ [ pue ‘Ouw 0} JuI[jjeq jeymauios s1 d[dwexo I10junod
[nJIomod & Yaim PaAl] [ YSnoy) UoAd SIY} pauted] [ 18y "Aym Apoexa Surmous] jnoyim o1y 9391[09-1s0d A[1es

pUE 90UJ0SI[OPE AW UI POUIL] [ Jeym SISIYT, ,i[oSedm Furtuopueqe Ue s oY ‘OU [[OH,, ST UONOBII IO [-00uy oy ],

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




(454

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

SIOLId AU} J[IYM PUE ‘MO A[SNOSUOILIS Ik Jey) S)[Nsal uone[no[ed y1oddns 110daI S0JEI0ADE S,USWIO A\ IOAO PUE IOAQ

‘Junoure B[NULIOJ Y} 0}
+«PIPPBy 9q SISOD 3SAY} JeY) SOINDAI JBY) MB] 3)NJB)S PPE 194 ‘S1S00 [BOIPAW pue 9I8d P[IYd SIpnjoul jey) Axoid Surar
JO 1500 ® asn 03, Sur[[ig 9[qno(q,, St 31 16y} puelsiopun 03 Ajoeded [eNJOS[[OIUT Y} ABY SISNEWMET JBY) UIB}IOD WE |

‘syuared 30q 0) SSOUIIB] Ul POASI[Q OYM QUOAUE dFenno pnom 2oUIJIp Aep U0

IOA0 SYIYS Jey) ASUOW JO JUNOWE Y], “Pep U YIM U} ‘WO 9y} YIm d1ow ‘ypuowr Jod Aep ouo Aq oreysown oy
o3ueyo ot ‘(uaip(iyo ay} 1oy Sulred sawn [enbs pue sawoour [enba) oLreudos [enbs A[[nJ € Yiim 1e)S "I10JB[NO[ed
1oddns & ym sjuowowr maJ A10A & Surpuads Aq ,,SoIeys owOoUl,, S,BIUIOJI[B)) JO domsnfur oy3 99s 03 A9 SI 3|

“J1pa1o ou juared ojew ay) 2AIS pue ‘10§ pred sey juared soyiey oy ey o0s pue ‘syued jo ared ‘ssaip UIys

KIOAD PIIYo 9y} puey o} juated o[eUId] 9} SO[qRUD I "99e] it uo [eroipnfoid pue onnun SI Yorym ‘udIpiyo siy uoddns
0] OUI[O9P [[IM PEP 4AI9AJ,, Jey) uondwnsse o) sAIpoquud 3 “juated o[ewaf oY) JO SWOY JY) OIUI YSB dIJ-XE)
JIojsuer; 0} , SULIOPUBWIALIOS,, JO WIOJ B SB :SYIOM ,SOIBUS SUIOOUI,, MOV UIBJ[ B[NWIOJ O} JOPISUOD OYM SISNBUIME ]

"Pep 0} IOAQ0SIEYM S)IJOUSq Xe) ON "o 0} 03
SNOILLONAAd XVI UL TTV Pue WOoW 0} SWOIUI 99If Xe], ST §0) :0S[€ 301Sn[UI Y} 03 9INqLIUO0D SOPOJ [BIOP,]

*0801100 s,uIp[IYO
1oy 10§ Suraes woxj uow JuaAdld spreme poddns 9AISS90Xy -o[qeruapun sI sAntund SI eI} SO JUSLIND Y} Jey ]

"Aouow JO nar|

ul Juaw|[ [Ny Jo woy swos apraoid jey syred Sursooyd uswom Aq paure[dxs a1e JSO\ "USWOM pUB USW JO SILIB[ES
0FeI0AR U0OMIIq SOOUAIIIJIP [BONSNEIS AU} JO [[€ J0U JI Auewt Sururedxs jooq e paysiqnd [[o1re,] uolep I '
sogerealre o) SUNUAP INOYIIM SUOIIOJ[OI PSWIRD I}

Surseoour ‘saroeIoNEaINg 9s9Y) YINOIy) paynos mou st [[ny ut swn uo pred Suroq sem jey) SO Jo junowe a3y v ‘¢
K11aA0d ut SuIAl] s)npe £q Pamo dIe AU} S 9[qeIOJ[[0ouUn

aIe 9,G/ 1By} POPN[OUOD dABY SUE) NUIY} }SAUOY 2JOW Y} PUE ‘paAoidull J0U sey saSeIedlie JO UONI[[00 oY [, "¢
S[TeJ os[e Jey} Joyjoue 0} Aem SAIS 0} AJUO PI[IB] SEY SUO PUE ‘POUOO[[B]Q JABY SIIOBIONEAING JUSWADIONUY S ‘T
JOJIO UB SeM SNOWE] JOY dPew et} O1IsIie)s dU) papIwipe AJ[eulj UBWIZIO A\ dI0UDT '|

(pandsuen sey jeym ‘erurojie)) ur 11oddns piryo 10J pasn e[nUIO} JUSLIND dY} JO JUSUIIORUD Y} OUIS

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




134

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

-0S Y sjuared Suipraoid “SID( Ul SASBO I0J S20P AJUN0d Ay} 1] Me[ A[we] ul sAkauioyje apraoid prnoys ajess oy,

"sAauI0)3e IPN[IUT JOU OP YOIYM S[opout Furjiom papiaoid ey sioreonps juared paziusooor

A[[eUONIBU [RIOAJS PUEB WISAS MB] A[TWIE] BIUIOJI[ER)) S} ULIOJI 0] PISU JUISIN UR ST 29I ], "90UBALIZ SSOIPI 03 JYI1I
JISBQ SUAZNID SI1 OPpIA0Id 0] PITe] Sey 1T 9sneIaq AJ100S INO JO LIGR] Y} FUTUTULIOPUN ST WAISAS MBT AJTUe,] UOYOIq
S BIUIOJI[B)) "SI ME[ )IM SAINI[NA O} JOJ SIUN0OIE SFuIALS A[IUue] surelp J] syudied oy) pue p[Iyd Y} J0J SSo1S
[eUONIPPE JO JUNOWe SUIWU[IYMIIAO UB SAJBAID I 1UINO0Iq SI WISAS meT A[rwe,] ay) 1eys uotutdo spuared sy St I

"9JI] UI UOTJBIS PUB SAJUBISWINOIID Sjudred

o1} 0} SUIPIOIOE PUBIOP [RIOUBUILJ JUNOIIE OJUI OB} JSNW 10D Y[, “Tomod Surures 03 s9je[o1 J1 St 9)e)s [BUONOW
JUQLIND JJY/SIY O} Sk 90USPIAd YsI[qelsd 01 Juared jey) 1oy Ayrunyzoddo oy apraoad osye jsnw 31 93em AJpuow sjuored
& Sunnduwr J9pISU0D SO0P 1IN0d Y} J] PUe AUI[IPING B St $)S0 918D 19)s0J SuIsn Aq pooidur oq ued ouIopIngo oy J,

‘Apoaxrput Ajrwey ay3 pue Appoaarp jusred jey) Surusping

Joypny ssams dJow sppe 1apJo poddng pry) Jrejun oy} JO JUNOIdE OJUI UANE) 9q [ SN 2OUBISWINOIIO [RUOTOW
pue [euosiad juarmn)) ‘qol/ssauisng 19y 1o SIy saso[ pue adoo 3,ued pakojdwa-Jias st oym juared e usyyo jey)

SS21}S pue JOLI Yonuw 0S Sasned 29 A[Iwe] Ay} S[Iej WIISAS JUALIND Y ], *99139p 939[]00 S,2uU0 JO asnesaq isnl juored

B U0 9WOOUI A[(JUOW ATenIqJe S1os U2}Jo JOUuOISSIuod 10 93pn[ oy} 9/q ‘onsijeasun st surjopmno) Joddng priy) oyl

o1qnd oY) JO QU | 6T

"sJoI[oq InoA jo Ano3iq oy Aq papulq
219M NOA Je) 9Z1US00a1I [[IM NOA 1938 SWO0d OyMm 3501} Aep auo pue ‘sdnoid a1ey oy Jo epuade oy} Joddns uswom
[Te 10N "Pep P2IOAIP 2Y) 03 Jrej oq 0} enuiio} J1oddns oy a3ueyo 03 uonerouss 1ayjoue e} 10U [[im 31 2doy |

(sdnoi3
9By S,UOWO A\ AqQ PIOISIP Juawnues d1qnd jnoqe 10U pue ‘ssouIIe] Jnoqe 9q B[NULIOJ 9} J,UP[NOYS ([njoweys pue
yueuSndas se SIy) pouwopuod 9aeY suoneIduas armyng ‘woyy 03 Ajdde pinoys suonosjoid [euonmunsuo)) jeyy Surkuap
£q sdnoi3 pajosas ystund 01 pajds[o ‘UoBU B SB ‘QARY 9M W) OBI JRl[} 9ZI[Bal pUE 1183y JNOA 0JUl J00[ oA J,ue)

(SI9Y1e] INOA SIWIOWOS PUE “SO[OUN ‘SUISNOD ‘SIOYI0I] “SUOS IJNOA dJe Ual
JUD0UUT 3SAY} JO SUWIOS JBY) SZI[eaI NOA JUO(] "UsW juadouul Auew 18213 e Surystund ur papasoons sey B[N0y SI [,

‘poystund 2q 0}
SOAJISOP PBP PAIIOAIP A} JBY) A[QIIOUIS QAJI[2q 00) NOA asnedaq sdeyrod ‘Suryiou op pue SIy} 39S SIOYBWME] ISOIN

“pa3021100UN UTRWAl A9y} 1no pajurod ore

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




1454

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

Kq pare[nored se sariwej joeiul Aq priyo Jod Surpuads [emoe oy} Jo $$90x0 ul [[om sjuowked yroddns ur 3nsar usyjo
SpIeme U} SUOSBAI Y} JO QUO ST pue 9nJeA 3, U} JO UOHBUTULINOP Y} UI MB[J SNOLIIS B ST SIJBI FUIABS P[OYISNOY
SurIou3] ‘me[ 9} JO JUIUI PUR J0YI] I} SAYIBIIIIAO YOIy Sarired I} JO JUSWAIAL SOZI[enba A[9AN0ILJo SIY T,
"sowioy 9} uaamiaq (oAes 03 Aytumzoddo oy 10) s3uraes ozijenbs os[e 1nq ‘SulAl] Jo prepue)s oy} uizienbs puokaq
03 souropms ay) ‘owodur Jo uoniod € 9Aes A[[enjdoe SUBIUIOJI[E)) JB} UONIUS0091 OU SI 2191} pue ‘uondwunsuod

0] SO0 SWOOUI [[E JeY) SSWINSSE J0J0.] I Y} osnedaq SSUIALS JOU PUB SWOJUI P[OYasnoy X TN IOpISuod
saul[opIng ay) ‘IOAOMOH ,,SSWOY Y} UoamIdq SUIAL] JO pIepuels oy ozijenba,, 03 st saurjoping ay3 Jo aA1399[qo ay [, '|

:3urmor|oy ayj Surpnour ‘sanfea 3, Jo
UONB[NO[BD PUB SAUI[OPING S) BIUIOJ[R)) JO STUIUOOLIOYS [BLIOJBW PUB SNOLIAS SSAIPPE 0} [18] sofueyo pasodoid oy,

d1qnd Y} JO QU

LT

HHINOILVALIS ONILVALSdd

AITA ‘AYAA i[FoM 10U 0} ISNOXD Uk Sk 108 [ VH.L SuIsn pue uaIp[Iyd 3y} Jo Apoisnd [[nJ popIeme

U99q Sey 2ys Jey) Jo8] dy} Jo d3ejuBApE JUDNE) 210J0q SE SUIAI] JO PIEPUE)S QWIS 9} I8 QAI] pue papiaoid aq 0}
Sunoodxa 9[IyM IOM J0U SOOP pue WY Je S3IS (9SBI AW UT) ISYIOW S} S[IYM IIPIA0Id JUS[[20XD Uk U23q SUIARY 1O
aurjopms,/mey Juarmo ay) Aq pazijeuad Juraq st oym juared Sunprom a3 uo snloq JON PInoys uaIp[yo ayj oddns
01 A1q1qIsuodsalr 8103 oY [, I S9JE)S 0S ,MB],, 9} 9sneoaq isnljou pue ‘TUIAI] JO pIepuL)S JOWLIOJ JIaY} Ulejulew

0] UQIP[IYO II9Y} J0J YSIM A1) A9} J1 ‘90IOAIP Io)je UIP[IYD 3} 10J A[[eorouosd apraoid oy Ajjiqisuodsar [enba
oaey sjuared H 1 Og MOY SSAIPPE 1SN QUI[OPING oy} WOIJ JUIsqe A[[e10) ST YoIym anssT juerodwur AIoA JYIouy

-ansst juelroduur AI9A SIY) IOAO SISSO[3

MITAY YT, "PIIYD & SUISIeI JO 1509 [enjdk J) 0} Paie[ol 2q P[NOYS PULB PAAJOAUT UIP[IYD S} JO SPASU ) UO Paseq
2q pnoys surfepino yoddng priy) wrojiun Y], *oul[oop 03 Suto3 A[qeiAdul o1e SpIepue)s SUIAI] 2J0JIIAY) ‘OMm}
110ddns mou jsnuwr pjoyasnoy auo payroddns yorym swoour swes oY) 9snesaq ‘010yoq se dnyjeaiq ay) 1oy SuIAl] JO
plepue)s owes o) urejurew ued (sjuared Jou UIP[IYD) A[IWUe] oY) Ul U0 ou uoneredos 10 92I0AID 191Je Jey) SI AJI[eay]
"$5900NS In0O J0J paystund Furoq 0JoBJ-0p AI8 OM MOU PUR ‘SOI[TWIE] IO JOJ sIop1aoid poos swooaq 03 pIey pue

Suo] pasrom dAey oym JrasAwr o] syuared o3 Jrey A[prey] ST SIy [, “IOYSIY ST YIIym ‘10308, H Y 03 S90S 11 Jey) dA0qE
‘quowr & ()09°9¢ Jo dwooul paulquiod € 0} dn sorjdde Auo 10308} 3] 913 ‘UOBIPpE U "dwooul Jo soFejuoorod uo paseq
SI QUI[OPINL) JY) OSNBIA] JUBAJ[ALIT ST FUIAI] JO 3SO Y} 9OUIS “PIAOWAI JO PAIIMO] 2q P[NOYS J0J0B,] I S,BIUIOJI[RD

d1[qnd Y JO JDQUIDN

9C

‘uonesI[qo [eroueuy s juated jey) Sursearoul
pue (uax)p[Iyo ayp yim swn s juared jey) Suronpas quared 19ss9] oY) Suneudl[e je pawe sI I0IABYDQ SIY} 9Sneddq
Ajreuonows (UaI)p[Iyo 9y suny sy [, "Asuioyje ue pIojje Ued oym juated ISIY)[EOM O} SPIEMAI WI)SAS JUSLIND O,

"3urIeal PIIYd JO SISOO Y} Ul A[[eIouBULy
pue A[[euorjowa pasjoAur syuated yjoq sdooy pue ,oanow jiyoid, sjuared ouo saonpal s1apio Apojsnd [earsAyd (g

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




6s¢e

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

:poddns p[Iyo Jo uonE[MOED AY) UI SUOIIONPAP SE Ul PAI0IO.] 9q 03 A€ -- P[IYd Y3 10J asoyy Isnf
10U pue -- Juared oy 10J swnrwoxd YI[eaY Y} ‘99S UBD NOA Sy "9p0d A[IWUEB] 918)S 9} JO UOIIOIS JUBAI[QI Y} SI QI0H

‘s1opJo oddns priyo ySiy A[[eroynae yim pa[ppes a1e s1031qo yons aouanbasuoo e se pue ‘uonedqo

1roddns pryo zoy jo juapuadapur Ao301dwod pred oq isnuwt (p[Iyo ayp SureA09 10§ pred swunrwaid 9y) wody

JounsIp ‘93e19A09 yIeay sjuared jnpe oy 10y swnrwaxd yresy -9'1) sasuadxe pue swniwald a1ed yi[edy [euosiod
uMmo J19y) 1ey} s10311qo 1roddns priyo Auewr Aq uondwnsse ue sajea1d A[ox1[ sy, ‘Hoddns priyo Sunemored jo
osodind oy 103 uonONPaIp © St poIUN0d 9q 03 9[qI3Id J0u a1k J031[q0 oddns pIyo oy Jo sesuadxa yeay ,[euosiod,,
o ye sarpdwr wioy ay ], omo A[femyoe A3y) uerp J1oddns priyo ur sjunowe 12ysiy Aed 03 s1031]qo saonpul

Ad1[oq [ Yyoym “(0ST1-TA) 0S [# WI0f meT AJlwe,] s;eruiojije) Jo udisop 3urpeajsiwu pue 100d 9y} Jnoqe SunLIm wWe |

o1qnd oY) 30 QUL | 8T

‘(spaepuess juswainooid 91e1s Yym parjdwos pue paiorjos Aorqnd a1om syuswamnooid

yoddns pIIyod [V 930N S 103IPH) "ssa001d anp Jo UONR[OIA ATeNIqIR U SB dZUI[[BYD [RUONINIIISUOD 10J odL

pue pame[J A[[ejuswiepunj sI SwLLy asay) £q paLko[dwo 99uaIds ) ‘BIUIOJI[B)) JO SUSZNIO O} 0} AJIAIOSSIP SS0I3 ©

ST SWLITJ 2591} JO 9sn SuI03UO §,[1OUN0)) YL, “[(QT OUIS SPIq 9ANNAWIOD JNOYIIM SIOSIAPE S} PAUTRIOI SBY J)BIS O],

*(souropIng aje}s pue sarmpuadxo JulIedl pIIyo o9zA[eue 0}

POSN SAIPNIS IOMAU , pUB SAIPNIS I9PJO G 33 JO Is1] © 10J Je[noned ur usy aded pue Apmyg ayj Jo g 1odey)) 23s asead
29JON] S I0JIPH) "suno) Aque eruiofie)) Aq pansst 10pio yoddng priy) 1eo1dA) o pue sjoas] Jurpuads Ajruuey [enyoe vAsn
Ul 90URIAYIP $S0I3 & se A[1ea]o dn smoys sariuej uesuawy Arerodwaiuoo pue dnois 1593 s,opeysuadyg usomieq des ayy, "110¢
TeoK o} Ul SoI[IuIe} BIUIOfI[E)) [eo1dA) 01 90UB[QUIASAI OU 0} S Jedq SI[TIe) yons ‘A[snoraqQ “syonpoid 02oeqoy uo Surpuads
Aqmwrey ur sa3ueyo uodn paseq 91ed Py uo Surpuads 219M UISUOISIAN UL SUIAI] SOI[IWUE) OIBJ[M SWOOUT JONw MOy JJeISd
Apoanpur 03 pajdurone Apnjs SaIBYS dWOIUT s, apeysuady °,SAIBYS SWOIUL,, 9JBWISI 0} dpeysuadsy sewoy [ Aq 86| WOIJ

Apmys uoneInp 1oys ‘O[3uls & pue 9[3uy ISuIH ISTWOU0ID 5,008 £q YoIBasaI OIOU0ID PJepINo Uuo AJo1 sdnoi3d 9say ], "SWeI[[IA
19qOY UM pajel[IIje pue opeIojo)) AU Ul paseq [[& (YoIedsay Ad1[0d 0] IJU)) Sk YOoNns) SULIY J0SSaI0oNSs S} pue [SJ PI[ed
KouoZe uonoo[[od Joddns priyd © £q pojonpuod ,90UdIds,, SLIIWOUOID PIME[J ) UI PAJ0OOI 918 SFUILOILIOYS ASAY) JO 3og

*(31 10J MOT[E 0} PAIOMO] 2q PINOYS

3] “19BJ U} J9)JB POppe Ik 930 ‘a1edokep ‘aredyjeay J1 os ‘Jurpuads Ty Sepnyour 3, Ay} <91 "SJUNOWE ISAY} JUNOD
J1qnop saurfeping oy ‘Appuain)) “Afejeredas pappe 2q UBd sjUNoWe [enjoe dy) et} 0s sasuadxa [00yds pue ‘d1eskep
‘aredyreay uo Surpuads AJTwuey parewnsa oy} N0 Joeq A[OATIYJO 0} pIemumOop paisnipe oq pInoys J03oe} 3 oy}
‘Aoreredas pa1apIsuoo are sasuadxa asay) oulg “A[ojeredas paIspIsuod aq p[noys UOHIN) Pue ‘AIedyl[eay ‘QIedkep
se yons sasuadxa ure}sad jey sopraoid oJniess eIuwIojIfe)) I9AMOH UdIp[IYd uo Surpuads poyosnoy [[e axmdeo

0} PUUI Paseq ST J03I.] I oY} YIIYM UO SAIPNIS Ay} et ST suonenofes Joddns priyo oy ur mefy Jofew oyjouy g

vasn

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




9¢¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

:01nS1y SIY} UM popn[oul 9q pPnoys swniwaid a1ed yifesy s,juored
o) ey} uonUAW J,useop AjonJea inq ‘pesn st ,,sesuadxe Aypuowr ageroAe,, aseryd o) uonoes JoYjoue Ul ‘Uredy

(yunowre Ajyjuow [e303) swnrwald ooueINSUI Y)Y JOYI0 PUL ‘[eIudp ‘[e3idsoy TesIpoajy "o
suononpa( ‘0]

17 98eg

*00} Jua1ed oy Jo osoy ueyy

Joyjer ‘Auo swniwoid a1ed yreay s,piyo ayl 1oj Aqeoryroads sAed ays 1o oy jey) Junowe A[Jjuow [2)0} a3 03} SIoJaI
walt sy ey 1ojur A[qisnerd pinoo 1031jqo uy -angea s ‘swnrwaid a1ed yijeay sjudred ay) oapn[oul Jo JIWO P[Noys
T30} Pa[[eo-0S oy} Joyaym AJ1oads 3,usa0p Inq ‘pasn s1 ,Junowre AJyjuont (103, asexyd ay} Jey) 99s [[,n0A ‘mo[ag

Jpd 0S TI/SIUWINO0P/SULIO}/A0S € OJUNIN0d MMM //:dNY
:(0S1-14 wIoy) uorjere[dd(q asuadxy pue awoou|

:MO[oq PAAeR[dSIp SI 9IS OA\ 9I€IS
oy} uo WOy Y3 0} T QYL uonere[ds asuadxy pue awoou] ‘06 -7, W0} oy} Jo suoriod JueAd[oI oY) 1B MO[og

‘swnrwaid aourInsur A[Iqesip 93els 10J suoronpep pue 1oddns o3 uonesiqo
ue sey judred oy} uaIpyIyo Aue 10j pue juated oy 103 swniwaid uerd yireay Jo douInsul yieay 10y suononpad (p)

:o[onIe

SIY3 Jopun paptwidd Sweyl 19Y10 10 SWaYl FUIMO[[0] d} 0} A[qeIngLiiIe SJUNOWE [BNIO. o) SWOJUI SSOIF [enuue
1oy 10 sty woij Sunonpap Aq payndwod oq [[eys juated yoea Jo swoourl 3[qesodsIp jou [enuue Y], "6S(Of UOII9S

HAOD ATIAVA VINYOAI'TVO

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




LST

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

:$90UB)SWNIIID [eIouRUl [e103ds SUIMO[[0F 9y} JOPISU0D 0) 1In0o Ay} yse [ sdiyspiey [e10ads "¢
¢ :o0uBINSUI AQ POISAOD JOU AIBD YI[BY S,UAIPIYD) q 4

ose0 SIY) Ul USIP[IYD Y} J0J Sasuadxo [euonIppy ‘g1

T ¢ (Ag10ads) 9q prnom Jo St doueInsul Yiedy SNIAATIHD Ui 10§ 1509 A[puow YL P «
sosuadxa 91e0-)[BAY S,UIP[IYD "L

Wuoneurroguy yoddng prryD,, :0g-91 sweI

¥ 93eq

w0y (Surpesysiu AJfeuonuojur

Anuaredde pue) paudisop-Aj100d siy} 01 19§21 01 , A19[3qns Sutie[3,, aseayd oy} posn [ UdyMm JUBIW | JeyM SI SIY ],
j(s10119] Te31dRO UI ‘p/ ] WM UO ‘MO[Oq UMOYS ST UonIod pap[oq dY3) 1X9) s,uLiog ,pajurid, oy ur q4A 109 Jureq
Aq w103 o1 UuI Jno PI[3UIS AJ[RUOTIUAIUI A[[BNIOR ST pUB ‘A[QAISN[OXd Pasn ST ,S,USIP[IYD,, PIOM I3 JBY[} OS[e JITJON

9a0qe pajonb [ 1841 (P)6S0OF 9p0D) A[lwe] oY1 Jo uone[ola ur) aIn3dy YSIy A[OAISSIOXd UE J8 paje[noed

9q 03 AJoy1] st uonesijqo oddns pliyo siy oouonbasuos € se pue ‘Uonods siy} ur swniwaid a1ed yieay [euosiod umo
siy Aj10ads 03 1031[q0 Uk 10§ 9AUSOUISIP JuedlJIugIs & sjuasald afen3ue jsiuiee oy, JJ[oSWIY aInsur 0) A[o1ouw
juored © JOJ 90URISWNOIIO | QUWIDIIXI,, Uk JI SI USYM d0UIS ,,"dIYsSpIey [BIOUBUL] SWIAI)XO,, SUOUIW JBY) W) JSe[ oY}
ozinn 03 st 93ed s1yy uo swnruaxd ared Yieay feuosiod siy wire[o prnood juared e ey Aem AJuo oy Jey) ONON JoU
a1e saFed Fuipoesaid oy) seaIaym UOIIR[NO[ED B[NULIOY 9} 03 91J100ds aIe 910y pawIe[d a1e SUOIONPap I9Adjeym Jey)
SuiAdur | ‘uoneunrojuy oddng piiyD,, pepnud Aqpeoyroads st 31 aoddns priyo ur Suriojoey ur oFed A9y ayj st 4 95ed

ooueinsul £q pred jou $3S00 21O-U)[BOH 'q 4
sosuadxd A[ypuowt 98eI0AY ‘¢

:¢ 98eq

Sjupwwo)) Jojejudwuuwio))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




8S¢C

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

"Wy J0J UQIP[IYO JY) YIJeM 03 QUOIUWIOS
a1y 03 sue[d ay J1 oW [BIPOISND SSI[ 3B} 01 Y SOFeIN0SUD SIY [, "SaIn31y oA0qe a3 3G/ g sAed A[uo oy ‘owun
oImud SIy SuLmnp Auueu g [IM SPIY Oy} SOABI] [[US V JI ‘906 S193 g Aes “oreys own JUAIIJIP & 03 9213k syuared ot J

“PIIYD 9y} Y dwir} ou puads 03

SyuBM ' JT “9sed 3s10Mm ST Jey ], ‘ypuow 1od ()G ¢$ noqe 10 oam 1od 8§ st ey oam 1od shep ¢ ¢ ‘Aep 1od smoy
$7 ‘moy 1od (1¢ paresuadwod 2q pue swn Jeyl [[e PIYd a3 2.1 01 3do ued g ‘/ /47 AuueU B YIIM PIIYD AU} SIABI]
v J1 ‘uonduwmnsaid (/oS 1e Suraeis ‘0§ "91edARp SB djel dwes ) Je pajesuadwios st asnods 19yjo o) Aq uode) ow
Aue pue ‘Tesnjai Jo I isayy sey asnods 1oy30 oy ‘Aired paryy e yarm 3J9 SI PIYo B JI ‘o[l B 9q p[nod 2oy sdeyiog

-asnqe [eo1sAyd 03 SOIJIISA] PIIYD Y} IOy S9sed ul 3dooxa ‘Apoisno (/0§ pue 1oddns

PIIYO OU 9q p[nom 1Y ‘piom 309310d Awr uf “suonesijqo 11oddns p[iyo proAe 01 Apoisno [0 0§ Y3 [[IM ‘OOIOAIP
o1} 910J0q UIP[IYO I} SUISIEI UT JSAIOIUL OU Pey oy Judied & o10ym 9sed Id)Je 9sed 18y | ‘ATojeunyiojun) (]

(7 910ddns Suifed proae 03 Apoisno 10J St 01 JANUIDUL Y} Aeme ye)(aIe papasu sa3ueyd jueptodwl jsowr Ay J,

d1[qnd Y JO JOQUIDN

0¢

-+ (s1oypey Aqreroadsa) syuared Surao] poo3 jsurese suone[olA sy3LL
uewny 219A3s 3y} dois 03 uryjou A[eInjosqe seop pue ‘onsijearun ‘Iejun A[ssoid st aurjoping) uoddng piyD oy,

d1qnd Y JO JOQUIDN

'6C

(0S 1-Td W10, 01 SUNL[J JUSUILIOD JO MIIADI JOJ JJelS SLN0)) Ay}

JO 9910 AIRNSIUTUPY 0} PIPIBRMIO] U9 SBY JUSWIO SIY T, :9J0N S, I0JIPH) “ME[ 9)BIS JOpUn aM0 AJ[ende A1)
uey) poddns priyo asowr Aed 03 pareSiqo oq A[Summmun o3 syuared Auewr 0o} ursnes ST w0 sIy} ey 19adsns [ pue
“10ddns piyo Sune[nofes Joj B[NULIOJ S,9)81S AU} UI UOLIONPIP B St papnjoul oq A[2Injosqe pinoys sasuadxa painsuiun
pue swnmuid a1ed yypeay [euosiad spuared oy "(P)6SOH UONOIS 3P0 A[IWE, S,218)S Y} JO UOTIUSABIIUOD

10011p uI pue ‘ojenbapeur ‘Fuipea[si A[2I0S SI WI0J UORIR[O3(] 9suadXF pue awoou] (S [-Tq S,BIUIOI[E)D)

(Jreswry 10§ 93e19A00

31eay dARY 03 Judred JY) JOJ ISIAIUI 3Sq S,PIIYO Y3 UL JT JUS] (J[OSWIY dInsur 03 Judied € J0J [BULIOU 1 L,US] /W)
Jurepdxs,, 03 juared oyy Surnnbar | ‘diyspiey [eroueuly swonx9,, ue juasaidor moyowos A9y ey , AIBUIPIOBNXI,, OS
Ppa1apIsuod aq prnoys sasuadxs pue swniwid yipeay sjuared ayp Jo uonusw Aue jey) SuAjdwr o[rym ‘uIp[Iyod ay)
10§ sosuadxa pamsurun pue swnrwaid yireay ay3 Ajuo aziseydwo A[y3noIoy) 0os wioy s,93e)s oy} p[noys Aym ‘uredy

:(ure[dxa) asneoaq diyspiey [eIOUBUL} SWAIIXS UB 9)BIIO O pue ‘q ‘B UI pIsI] sasuadxa oy, -

¢ :qg1 uI papnjour jou sosuadxo yjjeay AreurpIoenxq e

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




65¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

ur pud prnoa sy} ‘uresy ‘sjuedronaed oy Jo ndur [e10 9Y) 01 PAN) UIIQ UAY) JARY PINOYS SIY} PUL ‘SIOYIO URY] JoT
3uroq jou A[3uons a1ouw a1 saror[0d UTRIIOs 1B 9JBITpUT A[1Ed]0 PInom 3uriodar AoAms Jiseq -dIMe[SISOT oyl £q
[1J0J 308 saro1jod Y 309w [ QN SQOP QUIJIPIND JUSLIND 3} Jet]} SAIeOIPUl A[JeI[O PIPIA0Id ©Jep MBI A1) JO MOIAJY
" uone1ardiour,, 0} J[qeudwe a1e SKAAING “PapIaoid Uaq 2ABY PINOYs SASAINS oy} Uo ,uonerdidur eiep,, ‘AT[eur

*$59001d TRLI0IPS O} YINOIY} POOU[Is 9q J0U P[NOYS SIOP[OYN LIS Y[, "SUI0dUI JO dIBYS JO 9Fejuadiad e uey) 1oyjel
1500 [BNOY Y} 9q P[NOYS JUI[IPIND) JUILIND Y} JO SISeq oY} JeY} Sem Fundow yueqing pue 0dSIOULI] UBS AU} [)0q
Ul SI9SN 3N0J }SOW JO WY} SUTAJIUN UOWTHOD A} ‘18] U] “PAIOdLI0d 9q PINOYS SIY) PUB PIMIIALI 9q P[NOYS PIOIAT
oy T, 1001100ul ATTenjoey st sy, "(811 “d) ,,9[qeuosearun oq pnom poyou SIy) yey 319¥ yueqing ur syuedronied
Ioy3o ay Jo 3sowr Inq ‘qurodmara sty yim paaide sueqing ur yuedionted suQ,, jey} pajiodar 10J0BIIUOD [OIBISAI
S,[IOUNO0)) [BISIPN[ ) ‘PIIYD © SUISIEY JO 1S0)) [BMIOY Y} UO IdYIeI Inq ‘dwodul s,judied e Jo a8ejuodiod & uo paseq
9q jou prnoys uoddns ppiyo yey pres Sunssw yueqing a3 ur syuedronged Jo Ajuolew oy3 Y3noy) USAH 1091100Ul
A[remory Sureq jo jutod oy} 03 Indur IOp[OYoNelS Y} PAIPS I0JOLIIUOD YOIBISAI §,[I0UN0)) [RIJIPN[ A} ‘TOAOIIOIN

-a8essow o) Ino SuUNIpa oYM

o3ueyd Tenue)SqNS JO PISU UI ST SUI[IPIND JUSIIND o} Jey) Indur ;s19sn 11109 o) pe3rodar 9ARY 0} J0JOBRIUOD [OILISI
s,[1ouno)) rerorpn( oy 10y ojerrdordde o1ow USaq dABY PINOM I JIOM SUI[SPIND O} LW 0} ,PAJBINPI,, 9q 0} PAAU
1sn[ SI9Sn 1aN09 By} PUB ‘POPI3U A1k SAFUBYD JOUIW A[UO ‘QuI A[[eriuelsqns SI duljopmy) oy :sostwad oy 11oddns
SI9SN 1IN0S ) J1 sk spear yndur Joproyayels 9y} Jo Juntodar oy ey} Yons Udde) Sem JSUIII] [BLIOJIPI JBAIT ‘peI)ISu]

*J0JOBIUOD [OIBISII §,[I0UN0)) [e1orpnf 3y} 0} payiodar

Sem J1 St JOUUBW B Je[d Sk ISed] Je Ul Inje[sI3oT Y 0} pariodal usaq ALy prnoys siy [, “syuared uaomioq J91[juod
JO ADMNOS 18213 & SI pue ‘UolIe}ISIA/ApPOISNo JO UONBINI] SOSLAIOUI ) "JI0M JOU S0P PUB pame[] A[[eluswepuny

SI Sasn BIWIOJI[E)) JeY) QUI[OPINL) JUALIND Y} POJedIuNWod A[1ed[d pue A[oje1oqiap A1oa sjuedronred oy ‘[e1ousd uf

‘s1opoyeye)s woiy yndut oy} 03 se SUIPLS[SIW 109JJ0 Ul SI Pue ‘1091100uUl AJ[enyoe] st 1oday] Yeiq oy Jo 9 1dey)

"pop102a1 sem YoIym ‘dnoid snooy yueqing ayj ur pajedronted |

d[qnd Y JO JOQUIDN

K43

"9Sed AW Ul uoping [eIOUBUL 93N B SeAM SIY ] "B[NULIOJ piepue)s e isnljou ‘s)sod

[en1ok 10J 9peW 9q 0} SPAJU UOIIEPOWIIOIIY "SIS00 A[puowt umo siy Aed 01 mo[J ysed papasu jo 1oyiej ay) paddins
PUB ‘OWOdUT A[HUOUW JAISSIIXS YIIM Iotpow Y} papraoid siy ] ‘JJo pred usaq pey oouapIsar A[rure] oY) ey} joef

oy} uo paseq 1oddns priyo,resnods 103 Aed 03 pey Joy3e] oY1 ASUOW JO JUnowe ) JoJ uondooxd ou opew UI[OPIND)
QU [, "SoXe}/00urINSUI JOJ S3S00 SuLLnoal A[yjuowt 9[qI313ou Ajuo Yim ‘FJo pred A[[erjuassa sem UIP[IYD Y} YIm
POpISal JOYIOW 9} YOIYM UL dOUSPISAI A[IUIe] 9y} ‘@sed AW U] “Irejun pue Areniqgle si aurjoping yoddng piyD oy,

d1qnd Y} JO JQUIDN

k3

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




09¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

S Japjoyayels oy} sureyuod g 1adey)) ‘ssofoypauoN g Ioidey) ur papraoad suoniuyap pue s3daouoo swes oy} asn

01 Pa30adxo jou a1om syuedroned ‘[eoruyo9) st pue sdnoid snooj ayp Jo aoueape ut syuedionted 03 papraoid jou sem

7 1dey) wogy uonewIoul A 99UIS “FULIBAI PIIYD JO 1SOD Y} JOU JNg SWOIUT S Judted yoes IIPISU0d Ay ‘sny],
‘sproyasno]  sjuared y1oq ul SUIAI] JO pIEPUE)S SUWIBS AU} YIIM PIIYD oY) Ap1A0id 03 Wi Jey} S[POU SQUI[opIng Joy30
OS[E 2I& 919U ], "SJUSWIAINSLIUW SWES 94} U0 A[2I [[e J0u Op A3y} PUE JOJJIP S[OPOW Y} }1aq[8 ‘QWOIUT 0} Je[2I Jey])
S350 SULIBAI-P[IYS JO SJUSWINSEIW U0 AJoI PUB SUWIOJUI JOPISUOD ‘QUI[IPINL BIUIOJI[B)) Y} Surpnjour ‘saje)s £q pasn
S[opow SauI[apINSG JSOJA] JOU Op SIAYIO PUE SWOOUI JOPISUOD OP SAZO[OPOYIW SWOS “S[OPOW SQUI[OPING [BIOAIS
PUE $1509 SULIBAI-PIIYO SULINSEIW JOJ SIAISO[OPOYIAW SNOLIBA dI€ 919} ‘7 J91dey)) Ul passnosIp Sy “OWOJUI JOPISUOD
Poopul p[noys UoIB[No[ed saul[apIing ayj jeyl syuared swoour-mof ueyy SuLiear piyo uo aiow puads syuared swoour
-y31y osnedaq jey) 9A91[2q syuedronted Jueqing [eIoAdSs ‘g1 [ 95ed UO PASSNOSIP Sk ISenuod U] ‘sjudwAed a1ed 191503
01 Je[TwiIs SULIeal PIIYd JO }S09 I} JOA0D 0) JUNOWER PIXIJ B UO PASEq 9q PINOYS JUI[OPIND 9y} JOYJel ‘UOHL[Noed
QUITOPIND U} UI PAIIPISUOD 2 JOU P[NOYS sawooul  syuared oy jey) pajsisur syuedronaed 03s1oURI] UBS 9U) JO SWOS
*$1500 SULIBRI-P[IYD UO SUI[IPIND) 2y) JuIseq Uo 9213esIp AU} JeY) 10U ‘UOIB[NO[ED SAUI[PIND) I} UI PAIOPISUOD 3q
PINOYS 2u0ou1 IAYIdYM U0 PAI3JIp sdnoid snooj Jueqing pue 0dsIOULI] UeS dy} Jey) SI g1 | 95ed uo uoIssnosIp Y}
Jojurod oy ], ‘surodind 1ojejuotuuod oy} se 3509 JULIBAI-PIIYd [BNOB UO Paseq 9q PIoys SUI[oPIND JY} Jey) SOASI[9q
juedionaed yueqing ouo A[uo ey} awgs jou saop 9 1)dey)) "SIOYI0 [BI0ASS pue ‘(£ [ 2Fed) juounsnlpe swooU-MO[
o} 9SBAIOUI 0 UOIIBPUAWOII 3y} ‘(9] o5ed) aymels me[ A[rwey ur oandunsard Apoisnd ()G/0S dew pue ApoIsnd
0S/0S UO auI[apInon ay aseq 03 syuedroned SwWOS JO UONEPUSWIIOIAT A} SB YoNS So3ULYD dUI[IPIND) Jolewr oonpoid
PInom jey) suonepuaWodal Auew saynauapl osfe 9 11dey) (911 a5ed jo sydeidered jse] pue puooas 99s) sjuored
oy} U29M12q JO1JUOD PUB UONBSNI] UOIBIISIA/APOISND SOSBAIOUL SUI[IPIND Y3 Jey) Jurod S, J0JBJUSWOD Y} SOPN[OUL
pue spiom paypaun  sjuedronted oy) sasn )] “Irey Jou SI aurepmo) ay) yury) syuedronred Aym suosear oy [1ejop
611-911 so8eq "syuedronted Aq popudttioddr so3ueyd .ofbul [BIOAdS SOIUAPI pue (4] | 9ed uo j9[[nq ) 11ej

SI QUI[aPIND) JUALIND Y} 9A31[9q jou op sjuedionted jey) st sdnoid snooj oy Jo soway) Jolew ay) Jo U0 ey} SAJBIS 9
101dey) ‘Arenuos ayj o], “spodind 10jejuomwiiuod o} se  papasu a1k sagueyd Jour A[Uo,, pue  oulj A[[enueisqns,, se
aurepmo ay) mara sdnoid snooy oy Jo sjuedronted jeyy Ajdwr 1o a1e3s J0u sop 9 1dey) :asuodsay s Juejnsuo))

“p10991 9} UO pue

‘Apuoredsuen ‘Aqresriqnd pejonpuos oq pinoys ssaooid sty |, Iouuew [eroyradns e isnl uey) a1ow Ul QUIOPIND Y}
Sunepdn jo Aqissod oy a101dx9 03 (s19sN 1109 Isnf uey) Joyiel) sIopoyaels [[& Sunuasaidar 9010] yse)} 9SIOAIP B
WLIOJ,, 0} U90Q 9ARY P[NOM UOTJEPUSWTIOIIY O[qeUOSLaI € ‘A[o1eInode pejrodor usaq siopjoyesers woiy indur oy) pey

[1,usey [opow oy} Inq ‘sefueyo ALY SoUIN
“9'1- padojoaap sem [opow 1oddns Juorng aY) USYM PoISIXa JeY) 9SOy} W0y A[[eryueisqns JojJIp suroned Ajruey
UIOPOW 9sNedq ST SIY} 10 U0Seal duQ] *oSueyd [enueisqns Jo padu Ul SI SUI[OPIND) JULIND Y} JeY) UOISN[OU0D o)

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




19¢

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

:$91jUN0)) 1500 Y31y IoJ surepmo) uoddng priyn

‘sjuated y1oq Aq pareys oq pInoys sesuadxa osay Joyjes cuoniny ag9[[0o pue sasuadxd JuIAl

o1seq Surpraoid Jo uaping 9]0s o3 A1red jou pnoys juepuadop A[jediourid st pryo oy woym juared ay [, Jooyos
Y31y Jo no y3u saa[aswoy} 1oddns 01 Kyroeded o) oarY AJo1el UIP[IYD P[O-IBAA ] "Suruied] Joy3Iy Jo UonIsul
POIIPOIOOE UR JB oW} [[NJ PI[[OIUD ST PIIYD Y} JI € 10 ‘[ 7 JO 95 93 2q prhoys 1oddns pyiyo Jo UOHBUIULID |,

:Kiolejy puokog 1oddng pue jroddng jo uoneurua |,

ourepmD
oddng priyD wiojun 9p1mole)s S, BIUIOjI[e)) JO MAIAY 9y U0 justwod 03 Arumtoddo ayp 10y nok yuey,

o1qnd 9y} 30 QUL | 9¢

"sIoyje} U Jsurese jsnl jou pue SIS Y30q IO SME[ A} 92I0JUS PUE UO SIY)}

o)e) PUE OUWI J0BIUOD 9SBI[J "SIBAA  JOAO JOJ MOU SI Jey) PUE ‘ANSSI o) J0JOJUD 0] SISNJAI 9JB)S oY) PUB X AW WOJJ
000°L$ 1040 pamo (s we | "Aorjod 9y} 2010JUd 01 PISNJaI s1NOJ Ay} pue pasnyar pue yppoddns Aed 03 asoddns sem

X9 AW ‘uos Aw Jo Apojsno 103 [ 2ouo ‘yey Jo doj uQ) "pa3doooe aq 03 pamo[[e 194U d1om sasuadxo Aw pue ‘enxd Aed
01 pey [ uay} pue qof 1oy 3nb ojim-xa AN "A10391€0 110ddns o3 ur uswom ) 03 PapIs auo A[[e10} St $s3001d SIY T,

d1[qnd Y JO JDQUIDN | “S€

"SI 31 WsIuByoaW AI9AR[S 9y} se roddns priyo ysijoqy
‘[9A9] A119A0d UO Paseq UONBISOIBIUL PAIOPIO JusWLIOA0D) A[duws a1e s19pi1o uoddns pliyos ‘ayer JuswAojdwaun 96
B JOAO SBY Jey} AWOou093 Uk Jo WYSI] u] )1 10} uosuid §,103qap SS9 yonur A[oIud paysijoqe aq 03 spaau joddns priy)

o1qnd oY) 3O QUL | “pE

-+ -owooul se J10ddns plIyo 10J JUN099E 03 9AY pInoys 11oddns plIyd SUIAIIOAL a1k oYM S IYIR/SIYION

"SaxXe) J19Y) UO syuapuadap se uaIpqIyo 1Y) wie[d 0} 9[qe 99 pnoys 1oddns priyo Surked a1e oym s IoYe.1/S IOYI0N

d1qnd Y} Jo QRN | “€€

. pourtuexao1 oq pnoys
SOIPNIS OIUOU0D? A} Jey} PAASI[Sq syuedronged 9say ], -ouI[opIng 9y} JO SISeq OMUOU0ID I} JNOQE SUIIOUOD [BIOUIT
passaxdxa syuedroned jo Joqunu v, sajeis 18y} 6 | 95ed Jo 19[nqg paryl oY) ur painydes st Apmis Joylng Jo Ayiiom st
1500 SULIBOI-P[IYD JO JUSWIOINSBOW I} JBY) MIIA oY} [[B U] "(SOWwodul YSIY pue o[ppIl ‘Mo “3'9) SI91) SWOoIUI-9IY}
JIOPISUOD PINOYS 1S0O J} PUE }S00 FULIBII-P[IYD JO JUSWOINSLIUL [BNIOL UB 0) A Sem A[9)eInooe sosuadxo Jursnoy
Surmnseow jey) ‘A30[0pOIOW JSOO [BUISIBW B FUISN PIPN[OUL POUOHUIW AIOM ey} suoned10ads 1010  "sowoour
sjuared uo paseq 9q jou p[noYs suIdpIN. 3y} pajels Aprordxa sjuedionted 1oyjo pue Apojsno [enbs jo uondwnsaid
B U0 paseq 9q P[NOYS Junowe auljopIng) oy pajeis Aprorjdxa syuedionaed swos ‘ojdwexs 10, “surjopmon

O} UI PaIdPISUOD 9q J0U P[NOYS IO P[NOYS PAAIIq A} S1dO0U0D JOYIO YIIM IT PIUIMIISIUI UYJO PUE }S0J FULIBAI
-PIIYo [emor Aq JuBsW AU} Jeym UO 9jeIoqe[d jou pIp syuedionted jsowr ‘paseq eruiojije) 3uraq jo uondaoxs oy
YIM T0A0IOIN 7 191dey)) ur pasn s)doouod pue SWwiIo) U3 Y3IM JUISISUOD 2q 0} PAIIPS J0U sem pue Jndut pajrpaun

3

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




9¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

1S00) 3] S90(J YONA MOH 399N Spuy Supyeln,, ‘uonesrqnd 309{o1d 198png eruiojije) ([ ‘Qunf sy} 0} SUIPI0ddY

"QuIodUl
19U JO 9, ] € pue ‘Qwooul ssoI3 s Judred [BIPOISNO-UOU Y} JO %6 Syuasaidor uonesdijqo oddns priyo sy, Juosed
Je1polsno oy 03 preme Joddns priyo yruow 12d g7 g © Ul synsal Jojenore) uoddng piryD suljepmy) eruIoje)

soo1AI0S Moddng piy) jo jueunredo( surjuo Yy, . PIOYSSNOH Jo PeaH,, Se soXe) sa[ij pue yauow Jod 05z°9§ Jo
soGem ss013 sey Juared [BIPOISND Y, . "9[3UIS,, Se S9XB) SI[1J pue ‘Yauowt 13d / [H°0[§ JO sa8em $S0I3 Sey ‘areysown)
2,0 B UI SUnNSaI ‘UAIP[IYD Y} WO AeMe 9A0W 0} UISOYd sey judred [erpolsnd-uou oy, ‘000 00 $-sruored

o} JO SWODUI PAUIQUIOD ‘UIP[IYD 0M] :S1djowered Furmor[oJ ay s pasn sem Jojenofe) poddng piyD aurjoprnn
BIUIOJI[RD) duIuo ) ‘sty) Sunensnyyr jo asodind oy) 10,1 "USIPIYO I} J0J 2IED 0} POPIU W} JO JUNOWE O} 0} NP
paysruruip st ures 03 Ajoedes s judred [erpoisno oy ‘1oypIn, -judred [BIposno ) I0J uoping [edISAYd pue [erouruly
AA®oy B PIJBAIO 9ARY pue sanIfIqisuodsar [eyudred 119y pauunys dABY AU, "USIP[IYD 1Y) YIIM S} JI9Y) JO

SS9[ 10 9,01 puads 03 9s00yd oym sjudred [BIPOISNO-UOU FUIUIED YSIY PIesmo) JUSIUI[ 00) JeJ ST dUI[IPING JUaLINd Y,

:OIBYSAUWILT, %0 UBYL SSOT YHA\ SIouIed ySIH I0j poddng piry) surfopmn

uored yoeod

JO 9IeyS 2ANQLIIUO PAIOPIO 1INOJ I} 0} AJTATIOR UOTOI[[0D JIoy) wI] 0} sIopiaoid [esrpowr SuLmbar paoprsuoo
9q pInoys uone[sI3a] moN ‘Juared [eIPOISNO A J10J SIY) INOGe 3[qeInba J0 1Ry SUIYIOU ST AT, “[[Iq INUD o

10 9[qer] p[oy sI juared [eIPOISND Ay} 9JUIS SUONIE UONI[[00 pue Funodal JIpaIo A10)e3019p ul synsal siy [, “pred aq
1,Ue0 JBY) S[[Iq [BdIpAW Y)Mm sjudted [BIpoISnO SUIABI] ‘SIOPIO QY3 92I0JUL 0} asnjar sarouagde poddns priyo [eoof oy,
‘sosuadxa [eorpaw pa1sAooun 10y syudred [BIPOISNO-UOU WO JUSWASINIAL SUIUIe}qO S} J[NOLJIP AIOA B dARY
Sased (J- A[-uou ut sjuared [e1poisno ‘A[[euonippy -ooueinsul yjeay jo uorsiroid ayp yim aouerjdwos aajuerens

01 9oed ur nd oq p[NOYS WISIUBYOSW SANBNSIUIUPE UB ‘WLI0JI 918D Y3[edy Surpunoumns Ajurelrooun 3y Jo ysi|

U] "UQIPIIYD JIA} JO Y3feay A astuorduwioos ‘A1dwod 03 [1ef ng ‘sasuadxd [edIpowl PAIAOOUN J[qBUOSEAI JO JIBS
9ATINQIIIUOD B PUR 9FBIOA0D QOURINSUI [I[eaY IPT1A0Id 0] POIOPIO I8 OYM ‘SISBI (J- A[-UOU Ul sjuared [BIPOISNI-UON

:sosuadxy [ESIPIJAl POISAOOU()/Q0URINSU] YI[BIH

*SO1UNO09 3509 Y31y Ul udIp[Iyo Jurstel syudred [eI1posnd 10§

spreme 1oddns pyiyo oyenbapeur ur synsal sy, ‘688§ JO 9OUAIAIP © - €6 Sem AJUno) uud[n) ul SWoy WooIpaq
001} owWes A} INQ ‘TR TS Sem SO[ASUY SOT Ul SWOY WOO0IPIq I} B I0J JUSI JO3IeW JIe] ‘O[O ‘dun( Jo St
‘ordurexa 10 "SOAI[ A[rewnd pIyo oy} yorym ur AJunod 9y} uo paseq paje[no[ed aq prnoys uoddns priyo surjeping

Sjupwwo)) Jojejudwuuwio))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




€9¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

yoeq -judied [eIpoISnO-uou Ay} 0) USAIS 9q PINOYS JYSLI dwes oy} UAY) JI0M 0} Jou 9s00Ud ued juared [eIposnd oy} J

‘110ddns yaim passasse Jou SI awooul JIYIIY B SUIAISIAI SIJOUS( JUSWIUISA0S (JIm

juored Junjrom-uou e o19yMm J19pIo Joddns & yaim passasse 9q ued 100d Junyrom oy, ‘Judred [EIPOISNO-UOU Oy} puk
Jood Sunjiom 2y} JsureSe SO)RUIWILIOSIP OS[e J] "BIUIOJI[E)) JO SIoAedxe) JO SOI[IUIR] Oy} 9AIOS 10U S0P Jey) UONEB[NI[BD
[EJUSWIUIIAO0S J1JeIONBAING B ST [[oM ATUSZNIO ) 9AIOS JOU S20P Paje[nofed st oddns 1oy} moy pueisiopun
jouued uosiad e jey) xo[dwoos os Surpiuy yim Aeme suop oq P[noys Uone[no[e)) SUI[OPIND) BIUIOJI[B)) oY [,

d1qnd Y JO JPQUIDN

6¢

"SSAISIP [eIoUBULY SUNBIONIOXS SAWNIWOS PUE [IOWIN) OTWOU0Id

oArsearad jo awn siy} ur Surssard A[peroadss axe yorym---pasapio aq prnoys sawnsaid ourpapins oy 1oddns

PIIYO JO JUNOWE Oy} PUe UIP[IYD UO SAImIpuadxa 03 paje[as ‘uaIpyiyo Joy) Sunooyye ‘sjuared 103 sonss jueorugis
oy} JO Aue SSQIPPE J0U PIP SMIIALI IS1[1ed Jo uioped ayy ur pue ‘paziorqnd A[oreq sem ma1AdY Ay} A[ojeuniiojun

o1qnd Y} JO JDQUIDN

‘8¢

"SOAI[ S, URIP[IYD ) wof judred [IpOIsNd uou
oy sejeuarfe siy ] Judted [BIPOISNO UOU AU} SHINY PUB dJULISUI AI9AD UI Judred [BIPOISND Y} S}JOUQ WAISAS SIY [,

"9SI0M UJAD UONBNIIS Peq B SOYeW SIY], "papremal 3ureq joddns piyo Joy3Iy 9A2IYde 0) oWl
Sunuared sjuared [erpoisnd uou ayy 9onpal 03 sjuated [BIPOISNO SAFLIN0JUS A[LIejouow w)sKs j1oddns priyo siy ],

"S9SBO
3sowr ur ‘quated [eIpOISNO Y} 03 SAIIBION] AI9A pue Judied [BIPOISND UOU ) 03 A[3S00 AIOA ST wlsAs pxoddns priyo
s,eruIojI[e) Suruedpy ‘sermrpuadxo SULIBAI-P[IYO JO SJUSWAINSEIW JO oFuel o) JO pud Y3y 3y Je st enuioy Joddns
PIIYo auropIng s,eruiojife)) jey) paurroldp Aptedold surjoping jroddng piy) wWIojiun) apimalels Jo Maraay sy L,

d1[qnd 9t JO QU

LE

'SI0S1[qO QWOdUI MO[
uo pasnooy Ajurewid MarAal SIY) Ul SUSWIOD JY) Sk ‘sdnoid snooj ul sI9pjoyayels [erpoisnd ssefo 1addn pue sjppru
woJy uonedronred arow 93eIN0oUL p[noys aulfepmy) poddng pliyD WIOJIU() IPIMIIBIS O} JO SMOIAJI IMn |

:s1Iop[oyayelS PIAL Sdnoin) snoo,q

*000°0SZ$ SaYoBaI SWOdUI S Judred [RIPOISNO-UOU ) [IJUN ISBIIIIP

10U pINOYS pue ‘JeaA 13d 210U J0 )OO0 $ SuruIes syuased [BIPOISNI-UOU JOJ SUWIOIUT JAU JO %, JO WNWIUIW € 0}
payIpow 9q p[noys aurapIng ay |, ‘A[qeIopIsuod asearoul [[ix 1oddns pyiyo suropms ‘uaipyo oA ym awr puads
01 J0U 9S00YD NOA JI ‘ST dFessow oy} pue - UIP[IYO JI3Y) Uopueqe oym sjuared o) a3essowr Jed[o & puds 0) dwij si I

"uoneNSII[I 9A0qe 9y} Ul preme 1oddns pIryo §70°z$ oYl 901M) UL} SIOW ST YOIYM ‘€G¢“C§ ST AJwe] juared
o[3urs e 103 (303pnq Arwe; ssefo o[ppiw Joddn ue jou) 198pnq A[rwey o1seq OY) ¢ BIUIOJI[R)) UI A[IUE,] € 9STey O,

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




¥9¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

AIOA 9UO 0} UOTIU)E INO0A FULIq 03 O] P[NOM | "Z]G [ 9OUIS BIUIOJI[B)) JO JUIPISAI B USAQ SABY PUE AJISIQAIU() 9)€)S
9SO[ UBS WOIJ SONBWIYIBIA UI 99139p SIO[aydey € 9ARY [ (T 0T JOqUISAON Paiep ‘0107 dulfepino uoddng priyn
ULIOJTU() 9PIMI)BIS JO MIIAY,, 1S93e] oy} uo J1jqnd 9y} J0J JUSWIHOD 0} UON)BIIAUI U 0} asuodsal ur Junuim we |

o1qNd Y} JO QU

JU%

'$1509 Aouage 11oddns pIIyd oYy Suronpar srejop Jo suor[i sioAedxe) a3 2aes pynom siy} uredy Ajaed
pary3 e y3noayy ssed 03 110ddns piiyo 103 pasu ou s1 219y} pue xo[dwod A[snonoipir st Sununosdse J1oddns priyo oy,

-ooed ur st jey) ssao01d ® Apeaife si Surjiodal SwooU] "dWOJUI SB PaWIe[d
oq prnoys 1oddns ay) papre St AJrey ou) J] “A[Iuuey 9yp 03 APOJIIP PAsINgSIp pue pajos[[oo oq prnoys 1oddns priy)

‘wesgoxd yroddns priyo a1nuo oy prnoys os - padweaar A[[e103 2q 103e[NO[EO Y} P[NOYS AJUO JON

"$1500 dATIRNSTUTWPE pajedridnp £q ,pajeolq,, Apeaife s1 et werdold ay) uni 0} 90In0saI ssI a1mbar
pue soroud3e j1oddns PIIYo a3 JO JUSWIIAJOAUL S} 9oNPAI P[NOM JI SB Aouow s1dAkedxe) aaes pinom yoeordde siy ],

"KouoFe [ejuowuIdA03 € jou - juoted
[erpoisnd oY) £q Jy3nos 9q ued Iopio [ejuswaddns e- Xe) wnwiruIw ay) uey} aIow syuem juared [eIpoisnd oy J

"opew ST UonINPIp Oy} -
PaAIas ST xe} 11oddns oty ployyaIm 03 19pJo 1n0d B J] *([9A] A119A0d o) SPAOXd QWOIUT ) JT SI[R) JUSWASINGUITAT
JIej[am UO paseq) Surpjoyyiim xe} Joddns pliyo e o3ea1d 03 st saroudde 1xoddns piyo papuny 1okedxe) Jo usping

oy} 9Se9 PUE SUONEOIPOUW J0J PA2U JUL)ISUOD ) 9JBUII[S PInom Yorym 1oddns 109[]00 03 Aem pagrjduwis soyjouy

"1S93UNoA 2y} J0u - surpuy 3soy3Iy oY) UAAIZ
9q pInoys pryo 1sapjo oy, ‘Hoddns 03 piojye ued A3y) uey} udipyo a1ow Suraey 1oj ojdoad premarjou pnoys apn

"9010Y9 Jey) 10} Aed 0} 9ARY JOU P[NOYS AJA100S
“JIun A[Iwej 8 Se uorjoung jou 03 991049 9y} sayew os[e uosiod y "A19100S 931) B 918 9A\ "9S00U0 A3y} qof 19AdjeyM
1€ J10M 0} JO JIOM JOU 0} 301070 & aewr 03 Y311 € sey uosiad y "swooul , pandur,, aaey pinoys juared IoyoN

"010Z 9q pInoys Ia9pio yoddns oy - SWOOUI J[qE[IBAR OU SI 3I3Y) J]
‘Junowe 1oddns oy aseq 03 swoour d[qe[reAr oy} Jo aejusdrad

oy} 1n0 IS PUB YO ST SWOOUI PAUIQUIOD JOAJJBYM OB OIBJ[oM/SIJOUdq JUSWUISA0T SUIPN[OUT ST QWOOUT
oY} JO 90IN0S O} JeyM JI9)JBW OU) SWODUI JIOY) 0} UOLIONPAP B Sk [9AJ] A110A0d prepue)s ay) uoAI3 oq prnoys juated

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




¢9¢

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

“IXQU PaquIdsap SI Siy [, “Iorjdnnw uaipyIyo jo

Joquinu oy} £q 3 Ajdnnw 03 oAy om ‘uonemores oddns prIyd oy} ur papn[oul USIP[IYD Y} [[& I0J POJEIO[[8 SWOodUl
[en3o® 9Y) IO pul O, "PIIYD ISILy oy} JOJ PIjeoo[[e wodur jo a3ejuadiad oy syuasaidar AJuo I onjea oy "1091100Ul
S1juowdle)s sIy, “Hoddns priyo 10§ pajeoso[[e swodul sjudied yjoq Jo Junowe, Y3 St 3 SN[EA SIY} SIJIIUIPL
uone[sigoy oy, “Jerdnnur areysow) 4 J0J0RI-Y, = 3 J0oJ uonendwos ay ur papnjout a1e syndur omy osay |,

%H — T ST 10308} SIBYSIUWN 3} %05 < %H II
%H + 1 S110J0B} JIBYSIWN O} %0S > %H JI

:ouIfopIng Yy} Ul SMO[[0J Sk pajuasaidal I 10j0e} dreysawy Siy |, “sjuowo3uelie Apojsno
PaIeys UL UIP[IYD Y} 0} PAJeOO[[e ‘Quooul oY) sasearoul A[oAIssardord yomym ‘ardnnw areysown y g

N.L/008 +Z1°0 000°01§ A0
N.L/000°T +01°0 000°01$-L99°9$
$T0 999°9$-108$

000°91/N.L +0T°0 008$-0$
uonoely-y | yuow 1od owoouy sjqesodsi(q 19N [BI0L

:SMOJ[0]
Se ‘ouodul Jou d[qesodsip paurquiod sjudred Yy Sursn payndwod st (Apnjs Ul pauljop se) uonoel-y |

‘e[nuo oy} 03 syndur Furmoq[oj ayj uo paseq SI UAIP[IYD Y} 03 PAIBIO[[B dWOoUL JO d3ejuaotad oy,

‘uonsanb ur st sased

asoy ur junowe juswAed 110ddns pyiyo a3 Jo Aypijea ayj jey) apn[ouod o3 ey st 31 ‘quawked oddns priyo [emoe oy
0Je[no[ed 0} pasn U} ST UIIP[IYD Y} 0} WODUI JO UONEBIO[[E STy} 0uIS “(me] Aq panruirad se) sosuodxa axes priyo
pUB ‘Yi[eoY] PISINqUIIdI-UN ‘[BUONEONPS J0J UOIIEIO[[B [EUONIPPE AUk 910J9q ST USIP[IYD O} O} SWOOUL JO UOIBOO[[.
sty e purwa ut dody] ‘0,001 9A0qe st aurapinn poddng piyD JUdLIND 9y} Aq UAIPIIYD Y} 03 PAILIO[[8 SWOOUL

Jo oFejuoo1od oy} soseO JO JoquINu B Ul 408 U] "(9AIAINS 0} SWOJUL SWOS PAJU jsnwu A[oIns syudred ayp) 9,001 uey)
IOMO] 9q SABM[E 0} UIP[IYD 9} 0} PIBIO[[B SWIOJUL 9} dWNSAId p[nom ouQ) "USIPIIYD Y} 0} PIedo[[e (9p0od A[Tuue;
Jy) Ul paulyop se) awooul a[qesodsIp jou Jo agejuaorod oy st asay) Jo juerodwr 3sowr oy, Apuspuadopur je payoo|
9q UEd YOIyM ‘S)[NSAT JJBIPIUWLIAIUI MO B sandwod e[nuioy a ‘onp judwiked 11oddns prrgo oy Sure[nored soprsag
“7661 Q0UIS BIUIOJI[E) Ul PIsh pue (B)SG(f UONDIS 9p0od A[IWe,] UO paseq ‘QuI[dpIno

1oddng p[Iy) woIuN 9pIMole)S JUaLIND Y} JO (§ = 7+ 9°'1) J01Id uone[nofed a[qeindsip-uou JuedrugIs

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




99¢

‘Apmys s1yy Jo 9doos ay) puokoq

a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

:o[dwexa 10

‘syuared o) USOMIOQ SWOIUT UT SOUIJJIP 931€] B PUR JUSWASURLIE APOISNO PATBYS B ST 219y} uoym A[rernonted
‘UOT}EIO[[B JWOIUI JO SONLIRASIP 9SAY} UT PAJOOI I8 MITARI J} UT PAIFNUIPI SUI[IPING A} YIIM SONSSI pue
suonoa[qo oy Jo Jwos jey) 3qnop ou dAeY [ “Ajuanbaiy a10w ULAL SUOTIBOO[[E S[qEUONSAND JO SPUIY 9SY) SOYBW
ourjeping juaind oy ], "syudied oy} 03 9/, AJUO 2ABI] PUB UIP[IYD S} 0) SWOOUI 9[qesodSIp JO 9,¢6 UAAD 10 ‘0,86
‘04,66 21O0[[B 03 9[qelnIsnl 99 JOA? J1 UBD Inq ‘Fuoim SI 2I0W IO 9,00 ] Sunedo[[e A[1e3[D) "UIP[IYD Y} O} 2Jed0][e
0} 9]qBUOSEAI ST JWO0JUI JO 3Fejuasiad Jeym JUIWLIAIOP 0) SI ‘UONN[OSAT SPASU OS[E YOIYM ‘UOISIOAP Ad1jod paje[ar y

‘proliq 93nb st s10110 asay) Jo 1oedwi enuojod

oY} 0s ‘sorIuIey J9[[etus SUIPN[OUL ‘1 JO SIASN ISOUI J03JJ€ 03 A[OI] ST SeuI[opIms oy} 0} XIj AUy *MO0[oq UMOUS Se
‘sarfTwey Joy[ews o} parjdde uoym UAd s} Nsal 9[qeuonsonb saonpoid 11 “JOASMOH "USIP[IYO AIOW JO / UM SI[IUIE]
03 parjdde uaym ploysaIy} 2,001 Y} Yoeaiq 0} UMOYS 9q UBd SUI[OpINg Sy '9Suas UOWWOD PUE SONI [eOlWyje
JO [oBaIq SNOLIAS B PAISPISUOD 9 ISUI SIAJOSWAY) UIe)sns 0} syuaied ay 10 SwIoour ou SuIABd] pue ‘Quofe

USIP[IYO SY) 03 SWOIUI 3[qesodSIp ay} JO 210U IO 9,00 ] Suneoo[e Jey 9215e ued pasjoaur saned [je Amyedoy

nq ‘s1eak 9y} J9A0 SJUSWAITESIP puB ASISAONUOD JO 90INOS B USAQ SBY SUI[IPINS JUALIND A} JBY} puB)SIopuUn |

"QuIjopIng ayj} ul JoLo yyew o[qeindsipur ue A[Iea(o st sy, ‘syuared o) 10§
9[qe[IeAR SUTRWAI QUWIOJUT OU ‘04 G7"/ ()] POUIQUIOD B IO SWIOJUI JO 9,67/ 0] PRILOO][E SI P[IYD (OB OLIRUIOS SIY) U]

%STLOT =SCLOT =98T % S'1 % STO=
Jordnnuu udIp[IyD) "ON 5 J0J0€J AIBYSIW) 4 UOT)ORIJ-Y = UAIP[IYD 0) POJEIO[[E SWOOUI JO JUIIIOJ

:SMO[[0F st sT uonenduwos [enoe oy ‘(UAIPIYD O] PUB 908 = %H ‘000°S$=N.L) Apoisno
[enba areys syuared oy) pue ()0°S$ ST aWOOUT J[qESOdSIP 19U PIUIQUIOD Y} AIAYM UIP[IYD U} YIIm A[IUue] © U]
:o1dwrexd 104

9 14 € S S
8C | ¥8C | I8C | LT | 9C | §C | €C|0CT | 9T |1 Tordnnu
0l 6 8 L 9 S 4 € [ USIPJIYDS JO JoquuinN

“UQIP[IYO 9} 0} PILOO[[E SWODUI
o se [[om se juawiAed 1oddns priyo [eury oy sesearoul Jordnnu siy I, :Ioridnnuw uaIp[iyo Jo oqunN ¢

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY

d XIANdddV




L9T

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

IoU)0 AI9AD JO IOPIO 1NOJ A JO PBIISUI “TRIA B SAW) , 01 € USIP[IYD SIY SIS Y PUB PIJIOAIP A1} Uy} Inq
91oddns pyiyo pred ofim siy 4s11j 1y "Aeme S9[IW ()0(°] SUIAOW Sem PUB ‘pILLIBW 9q 0} PaFeIUd sem Ioyje] ay} jey
no punoy [ ‘woddns prryod sonpax paspur 03 Judwdpnl oy} 1oye ‘own SIy) Suun( “A[[RIOUBUL 2INIng JIY) 2INSUD 0)
SSQUISNQ Ay} WAY) YIBI] 0} A[qe 2q P[NOM Y PUE ‘WOIJ AU U} P[NOM UIP[IYD U} YOIYM ‘QUIOIUT SIY 9SBIIOUT
PINOM STBIA 7 0} | UIIIM P[NOM [IIYM ‘SSIUISN] UMO SIY SUIIE]S sem Y asneddq poddns pliyo SIy Jomo[ 03 SHnoo
oy pauonnad uayy ‘Ajueunjoa qofl siy b ‘awoour siy pojuasaxdaisiu oym 19yjey e papnpout oddng priy) yim
doudnadxa Aw ‘uaIp(Iyo Aw Suisiel Jo pu? a3 je we | ygnoyje ‘aurjoprny) uoddng piyD ayp yim 2213e jou op |

d1[qnd Y JO JPQUIDN

K44

WSTUNWWo))
A1duats st SOAI[ A[IWUe} OJUI JUSUIDAJOAUL JUSWUIIA0SZ “SI0M 0] Jorq 0F SUBOLISWIY 19] PUB ME[ A[IWE] puf "UoneU )
oygnoay sAruey Surumi Sunpom woly way) Surddols siopjoy asuaol] Juopuadopur pauonoues pey noA asneoaq

TIVATIM NO IV SALV.LS [V - PAUOpueqe 3q pinoys ae] AJ1uej pa[[eo pue pajeald wajsAs jdniioo ay g,

21N Y} JO QU

‘v

"SME] INO JO UONBISTUIIPE JIA} UI PAJUL[eq

PUE J1BJ 9I JUSWUIIAOL) JO SOUOURIQ QANR[SITO] pUe [BIOIPN[ JNO JBY) JOUIPIJUOD YIIM UIP[IYO AW [[9} Urese 9ouo
PINo9 T 3y} 0 ‘auraprng oy} ul wajqold yjew ay) poxyy auoawos J1 danernardde orow U2Ad 9q pinom [ “Apnjs a3 Jo
uonoos yoeqpasy orjqnd atp 03 (sseIppe Aw s$a]) AJQIIIUS SII UL J9JJ] dA0QE O} JO uoIsn[oul 1ok ojeroardde pynom |

%SL89
Aquo pajesor[e st juared (oS SEaIoyM ‘QUIOJUT JO 94,6796 [ POIEOO[[. SI PIIYD OB OLIBUSOS SIY} U]

%ST98=60980=¢CT+S'1%SC0=
Jorpdnnuw uaIpyIy)) "ON 5 JOI0BJ 2IBYSAWI] 4, UONOBIJ-Y = USIP[IYO O} PAJEOO[[8 SWOIUI JO JUIDIDJ

:SMOT[0F sk st uonendwod [enyoe Ay} ‘(UdIP[IYD  PUB ‘9408 = %H ‘005 1 $=N.L) Apoisno
renba areys syuared oy} pue ()OS 1§ ST AWOIUI J[qeSOdSIP JoU PIUIqUIOD I} AIIYM UIP[IYD INOJ YIIM AIWUe] € uf
:o1dwrex? 104

sTlE
AJuo pajesole s1 judred [oed SEAIOUM ‘QUIODUL JO %G/ Q] PAIBIO[[E SI P[IYD YOS OLIBUIS SIY) U]

%SLE6=C5LE6'0=CT Sl x«SCT0=
o1 dnnuu udIp[IYD) "ON 5 I0J0€] SIBYSIW) 4, UOT)ORIJ-Y = UAIP[IYD 0} POJEIO[[E SWIOOUI JO JUIOIOJ

:SMOT[0F Sk st uonendwod [enyoe oy} ‘(UdIP[IYO S PUB ‘940 = %H ‘000°9$=N.L) Apoisno
renba axeys syuared oy) pue )(0°9$ ST AWOOUI J[qESOSIP JoU PAUIqUIOD Y} AIYM UIP[IYD AL [IIM AIWUE] © U]

Sjupwwo))

10)e)UdUWWo))

*(++) sisdI[[o ue Aq pa1BIIPUL SSI[UN WIJBGIOA JIB SJUIUIOD [
durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




89¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

[1AID) JO sapo)) ‘me Auadold Ayunuiuo)) erulojife) Jopun s3ysLI Jay JO UOJRUILLIOJOP B FUDAIS SI JJNuIe[

"SUnSIXa SOOUBISWINOIID [eNsnun a1e 1Y) uaym poddns priyo Surrenores ur suropInsg Woiy UoneIAdp

JIoJ smof[e oJmels ‘suonduwoxd ou pey ays pawIe[d Aoy} mo1aal uodn pue syuepuojo(q Suruoydojey Aq onsst

S1y) 9Ajosa1 03 paydwone gurure(q ‘paiousdt Sureq ore sy Auradord Arunuruos osoym sasnods jusred-uou ‘Surures
-uou & 0} 9oue)sisse ap1aoxd 03 paugisop J0u a1k A9} ISNLIq PIISNEYXS JO S[1IN I8 SOIPAWST JALRIISIUTUPE

[T 9snBdaq S)uLPUJop Aq PopIA0Id SUBSW SATJENSIUTWPE Y} YSNOIY) POAJOSAI 3q JOUUED ASISAOIIUOD Y],

‘sme] A1odoxd Ajrunuuod uo paseq 94,0 18 wooul SIy 03 303dsar yim sy s JJnure[d JO UOBUILLIONOP B

[I3un owosul spueqsny s Jjnure[d ysmuies 0} Sumunuod woiy sjuepuajo juaadid 03 ayerrdordde st yarjo1 aanounfug
**-oFeLLIBW 3] JO JOU P[IYD € I0J suone[nores 1oddns priyo

Suruoyrod uoym ‘s3urured sosnods (Juared) Sunprom ayp ur 3sa1dul A1rodoad Ayrunwuod Jjey-auo sasnods juored
-uou ‘FUILIBO-UOU € JOPISUOD JSN SJUBPUIJOP JOYIOYM QUIULIOIOP 0} OSBD SIY) UL AIBSSO0dU SI JOI[oI AI0JRIR[9(]

"199p 2y} parmour oym juared ay) Jou uonems oy} 03 A1ed e jou st gnureld osneoaq

areurdoidde s1 aurjopIng wolj UOHEBIASP B UIAIIYM ISED B SI SIY) Jey) syasse Jynure[d pue s3urures s juared-dajs e o3
uaAI3 st uondwoxs uy ‘1roddns Jo sueaw 9[0s IOy I0J SWOJUL S pueqsny Joy uo juspuadap st oym asnods Junsrxa ue
10U 1nq asnods juanbasqns & sassaIppe 9po)) A[ue Y[, "osed Je[nonted SIY) UI SANSSI Y} SISSAIPPE ey} ALoyine
[eS9] UMOUY OU ST 9197} PUB UONUIAINUI [RIOIPN[ JNOYIIM PIAJOSAI 2q JoUURD santed Jy) Uoam]aq ASIOAONUOD A ],
“PALLIBW UTBWIAI 0} SISO0YD YS JUIAL I}

UL JO PAA[OSSIP ‘pazI[eul] SI JJnure[d JO UONENIIS [eILIBUI OU) QW) yons Se [un ‘s, pueqsnH Jo 21e)S JY) wolj Auowfe
Areroduid) se 1oy 0} POpIEME SB ‘04 ¢ WNWIUIW B 18 IO ‘§()()7 10 SWIODUL SIY JO %,()S O3 SIYSLI 1oy 0} Se UONBUTULIdIP
' Se [[om se ‘opewr Suroq uone[nofes 1oddns priyo Aue 03 sorid s3urures s pueqsny Jay Jo Jjey-ouo jo sunuerenb e 03
PA[INUD SI AYS JOUYIAYM JO UOHBUILLIOIP B PUB ASIDA0IIUOD JUSLIND OU) USAIS SIYSLI IOy SUILLISIP O3 SAYSIM JJnure]d

d[qnd Y JO JPQUIDN

§34

‘paousLIadxa AJrwe] Ino jeym proAe Jysu yioddns jo a3ueyds e 1938 ‘dn-mo[[oJ yaim pue

[e9pI 9} J0U ST SIY} Ing "duofe y3noud-1om [ [ (padoy o ains we [ Se) 0§ "UMO AW UO WIY JUOIJUOD 0} Prelje we
[ pue ‘A19178q 10} PAISALIER SeM Pue ‘d3BLLIBW INO SULIND OW [IIM JUI[OIA A[[eo1sAyd sem pueqsny-xo A\ “WNWIUIW
JB ‘S1B9A ¢ 0] 7 AIOAd PAMOIIARI 9q pinoys oddns piyo jeys 9A91[2q [ "Ployasnoy e Sururejurewt 0} judam sogem Aw
JO [J& 90UIS 11n09 0} WINJAI O} SWOOUL A} JABY JOU OP [ "966] UL UBFIq YOIYM ‘OOIOAIP JNO FULIND PISLIIOUL JOAU
sem J1oddns p[iyo Aw 304 pue ‘suoneoeA uellemeH ‘opelo[o)) ul Julnys ‘adoing 03 way) aye) 03 J[qe sem oY ‘Ayjjeam
o)nb sem ofim puooas sIy 9snesaq pue ‘wdIsAs 11oddns urede-1jo ‘ureSe-uo ue uUO UIP[IYO 0M] ISIBI 0} W YA SIY L

isSurpaaooid oy Jo Jrey y3noays 3dafs (qns 03 Ul Po[[ed INQ PAINAI SBM OYM)
opnloy] ‘siy) se yons ases e ur dn-moqjoy ou st axay} jeys st [esodoid A\ oam a3 SuLnp 95UO0 pue ‘puaseam

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV




69¢

‘Apmys s1yy Jo 9doos ay) puokoq
a1e 3urssoooid aseo [enpialpur SurpJedal suoeda[[e se pAp? udaq aAey saurdpms poddns pryo oy3 uo Arejudwuod 03 une[21 JOU SANSSI PUEB SOWEU S[BNPIAIPUL 0} SIOUIIJOY

WA AW A[[BaI NOA sso[un Aed J0AJU [[1m A1) OB ISUIDI] SIY 193 031 Junowe uayo} e Aed
Wiy 93eW SI Op NOA [[B PUB SPUBSNOL} SIMO X AW U0 I2A0 93 Jsnl usw Jo] nOA ey} S9N dAey 03 prdnis SI 3L JUIY |

d[qnd Y JO QU

44

1009 Y} AQ paIoplo 0s ssaun ‘sguruied s asnods juared ayp ur 3sa1oiul A1redoad

Arunuwwoo Jiey-auo s asnods juared-uou ‘Furures-uou e uoneIOPISUOD OJUI SUDYE) JO SUBAW OU dABY SJUBPUSJIP
osneoaq dyenbapeur pue s[qe[reaeun sI Jorja1 [enyoy “Jynure(d 10y Apswail fenuajod Aue opraoid jou op sjuepusjop
AQq pa10JJ0 soInpao01d pue SIAIPOWAI SANBISIUIIPE JUILIND JY) Jey) “10e] JO IO)eW € Sk ‘SO39[[e Juule[d "dA0qe
[110J 19s s3uoim pa3oe ay3 01 Apawal J[qeIA € apraoad A[[enjoe p[nod eyl sjuepuajap Aq poaIds ‘osnods juared-uou
‘3uruIes-uou & 03 J[qe[IeA. Ik S3ss9001d oAnenSIUIUPE AUB IOYIOUM 0) SB ASIOA0LUO0D d[qeronsn( € S)SIxd 910y ],

"s3urured s1y ul sy pue sisardqul Auradoad 1oy 109139 11 se uonesijqo woddns pIyo s pueqsny Joy Jo 1091J8 Y}

03 Se SJYSLI 107 JO UOBUILLIIOP € 03 papinua st gnure[d ‘a1ojo1ay I, -Juswdpnl jroddns priyo Aue 03 sarpdde o3oiand
uondwoxa sy} jey) s93eIs A[1BI[0 ()0 €0, UONDIS 2INPadol{ [1AID) Jo apo)) pue Auxadord Aunwitos 1oy uo paosed
syjuow3pn[ Louow 03 suoridwoxa wire[d Aew asnods € (7 €0, UONOS MNP0 [IALD) JO SPO)) BIUIOJI[B)) I3puU)

‘a8eLIRW JBOA G7 QITIUD JI9Y) SULINp PasIom JAJU Sey pue

(s3urures) j10ddns Jo suesw JIoY30 ou Sey Ys duIs ‘suruie? s Juareddals g Jo asoyy 03 Jefruars ‘pajojoad aq 03 Jysno
s3urured s,9snods 19y Ul $1SAINUIL S JJIUIR[J ‘Q0USH 9FBLLIBUL 910JOq PALINOUIL 1qIP B SB PJeal) 9q [[eys dFeLLIeuwl
o3 JO IO ISLIE J0U S0P 1By} uosiad parrew g Jo uonediqo yoddns pliyo e so3els (8)G [ UONIAS 9po)) A[lwe ]
‘Qrowayyn,] -Aj1adord Ajrunuuod parepisuod are asnods e Jo s3urures pue o3errew uump pannboe Kjiadoid
Aunuos [e ul 3sa1aur Judsaid pue [enbs ‘Funsixd ue sey asnods B [G/ UOII09S 9po)) A[Iwe,| BIUWIOJI[B)) I9pU)

“110ddns priyo Sururuielep uaym syuepusjo
Aq pare[nofed se s3uruIed s pueqsny Joy Ul }S9I9IUL J[BY-9UO I3y 0} 303dsal (3im apo)) A[Iwe,] pue ‘@Inpadold

Sjupwwo))

10)e)UdUWWo))

“(*++) sisdi[e ue Aq payesIpul SSI[UN WIIRQIOA dTE SJUSUIOD [V

durpPpIy Jroddng plIyD) W10 IPIMIIEIS JO MIIAIY
d XIANAddV







o B o -
‘ of California

CSDA

:’ Child Support Directors Association

Comments to 2010 Child Support Guideline Study

These comments are submitted by the California Child Support Directors Association (CSDA).
CSDA represents the 51 statutorily created county or regional local child support agencies in
California. These agencies employ over 8,000 child support professionals who manage
approximately 1.6 million child support cases and serve the interests of over 1.8 million children.
Thus, the local child support agencies are uniquely qualified to evaluate and comment upon the
review of the child support guidelines.

EXECUTIVE SUMMARY

In 2009 the Legal Practices Committee of the Child Support Directors Association reviewed
existing issues concerning the California Child Support Guidelines. Based on the findings of
that committee, proposals for modifications of the guidelines were submitted by the Child
Support Directors Association to the consultants charged with the review of California’s uniform
child support guidelines. See summary of this study below: Background: Child Support
Directors Association Study of California Child Support Guidelines. Upon receipt of the
Invitation to Comment on the 2010 Child Support Guideline Study, CSDA analyzed the findings
and recommendations, and makes the following comments thercon:

Recommendation 1: Update and/or modify the low-income adjustment in the guideline.

CSDA strongly supports this recommendation. CSDA agrees that the low income threshold
should be adjusted to provide the obligor with a subsistence allowance and to lower the
percentage of an obligor's income allotted to child support, and that the court should retain the
discretion to deviate from the guideline in an appropriate case. The California Automated Child
Support Enforcement System (CSE), which is the statewide data management system used by the
California Child Support Program, houses data that can show how orders obtained at a specific
income level performs. CSDA will have access to this data for analysis in the near future. A
review of this data will be helpful in considering how the guideline should be adjusted for low
income obligors.

Recommendation 2: Evaluate the current income attribution policies.

CSDA strongly supports this recommendation. In addition, CSDA believes that a revision of
the presumed income statute (Family Code section 17400(d)(2)) is needed as part of the
Guideline review, and has made a proposal for such a revision. See Appendix A and
attachments.

Recommendation 3: Educate stakeholders and equip them with information so they can make

the current system work better. In addition, develop strategies to engage stakeholders and
encourage their active participation in the child support process.
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CSDA supports this recommendation and proposes that local child support agencies be included
in any and all discussions that are offcred to all other stakcholders for purposes of addressing the
review of Statewide Uniform Child Support Guidelines and any resulting proposed legislation or
outcome. CSDA also proposes that language in this recommendation identify the local child
support agencics as a key stakeholder with a voice through the remainder of review process.

Recommendation 4: Adopt any necessary conforming changes so that California can meet the
2008 federal medical support rules that are currently in effect, but also recognize that 2010
national health reform may produce changes to the federal rules in the future as well as
changes in how states approach medical support.

CSDA recognizes that much is unknown regarding the changes which the health care reform
brings. However, with the passage of SB 580 (Statutes 2010, chapter 103), the issucs of
“reasonable cost” and “reasonable access™ are adequately handled at this time. CSDA suggests
that state and local resources required to develop and implement new or amended statutes
regarding medical support now, when changes to the underlying lederal rules appear inevitable,
could be better spent elsewhere at this time.

Recommendation 5: Encourage better and more detailed information in the case file.

CSDA supports this recommendation.

BACKGROUND: CHILD SUPPORT DIRECTORS ASSOCIATION STUDY OF
CALIFORNIA CHILD SUPPORT GUIDELINES

In 2009 the Legal Practices Committee of the Child Support Directors Association reviewed
existing issues concerning the California Child Support Guidelines. Based on the findings of
that committee the following proposals for Guideline modifications were submitted by the Child
Support Directors Association to the consultants charged with the review of California’s uniform
child support guidelines. Proposals for modifications to the Guidelines were related to the
anticipated eftects on families and children as well as on the federal performance measures,
primarily Federal Performance Measure 3 (FPM-3), and secondarily Federal Performance
Measure 4 (FPM-4). (1)

Methodology. The initial process of the committee was to review guidelines from a sampling of
other states and compare support amounts computed with those guidelines with support amounts
for the same scenarios as calculated with the California guidelines. The sampling included states
that were the lowest performing states as determined by FPM-3 for Federal Fiscal Year (FFY)
2006 (2)(3), the best performing states as determined by FPM-3 for FFY 2006 (4), and large
states without regard to performance on FPM-3 for FFY 2006. (5).
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Direct comparisons to other states proved to be problematic becausc of the manner in which
"income" was computed for child support purposes in the various states. Also, consideration of
custodial parent (cp) income was treated differently in different states. Some states use
proportion of combined income, some do not use cp income, some consider cp income only if in
excess of a certain level. Some consider time share, some don't, but allow court to make
adjustments based on timeshare. The same applies as to other children supported. in the home
etc. For purposes of this report, to try to make comparisons as meaningful as possible, case
scenarios were prepared using non-custodial parent (ncp) gross income where practicable and
timeshare factor of zero. (6).

States also varied in their treatments of cases when the ncp had low income. (This is further
complicated because there is no universal definition as to what constitutes "low income”. Some
states provide that there shall be a minimum child support order if ncp income is below a certain
level (7). Other states provide that the nep will have a personal self support reserve (8). Yet
others provide that the court may decide this issue on a case by case basis. (9) Others consider
"low income" a deviation factor (10). Many states use a combination of these approaches.

Treatment of multiple children also varied significantly from state to state. For example. in
California, an obligor with net income of $1,000 per month would pay basic support of $500 per
month for 3 children (50% of net income) and $656 per month for 6 children (65.6% of net
income); In Illinois, that same ncp would pay $320 (32% of net income) for 3 children and $500
(50% of net income) for 6 children; In Massachusetts, that same ncp would pay $268 (26.8% of
gross income) for 3 children, and an amount to be determined by the court, but a minimum of
$268 (26.8% of gross income) for 6 children. The same disparity was scen at all income levels
and California consistently charged a higher percentage of income for multiple children than for
any other state reviewed.

Further, while some states maintain a relatively level relationship between the percentage of
income allocated for support at all income levels, in California the percentage of income
allocated for child support decreases as income increases. (11). This results in higher percentage
of income support orders at lower income levels.

Charts showing comparisons of the guideline support amounts arc set forth in Appendix B.
Guideline support calculations for support for individual states are available from the Child
Support Directors Association.

Findings. Based on the analysis of this data, the Committec made the following findings:

. California guideline child support is consistently higher at the low end of
the ncp income spectrum;

2. California guideline child support is consistently higher for multiple
children;
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3. Statutes in other states grant courts broad discretion in deviating from

support, where in California the court can only depart if the proposed
guideline order would create an "extreme financial hardship”. (12)

There is a relationship between low income and high percentage orders. (13). One factor
contributing to the high percentage orders is the construction of the child support guidelines. (14)

Also, while many state guidelines allow for low income adjustments, the adjustments are not
always updated to account for inflation. As a result, the adjustments become inadequate over
time. (15).

A Washington State study illustrates a possible link between high percentage orders and child
support arrears. There are indications that when child support obligations are set above 20% of
gross earnings, arrearage growth will occur. (16)

In a 2003 study prepared for the California Department of Child Support Services it was
recognized that over 60% of child support debtors had annual incomes below $10,000. Further
current support orders appeared to be too high for low income debtors. (17)

The California guideline formula does not reflect the fundamental notion that support of a
dependent is impossible until a non-custodial parent's basic needs are met. (18)

Proposals for revision of the Guideline. [t was proposed that to address thesc concerns the
California guideline be revised to reflect the reality that low income earners must be provided
with realistic child support orders that provide them the ability to meet their minimum living
expenses. The specific proposals were as follow:

1. Simplify the California child support guideline formula (19)

2. Provide for subsistence allowance for the obligor. (20)
a. index or periodically review and update the low income adjustment used
in the State child support guidelines.
b. cstablish a nominal child support order if nep income falls betow certain

level (benefits of tracking ncp and locating new income sources on
activating enforcement tools.)

c. exclude a certain amount of income from ncp's income for child support
calculation purposes to allow a self sufficiency reserve.

Reduce the multiplier for additional children. (21)

4. Consider expanding the Court's discretion to depart from guidelines in limited
circumstances.

|98

These proposals were presented to the consultants of the 2010 Child Support Guideline study.
and CSDA’s comments to that study presented herein are keyed to specific recommendations
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included in the "Review of Statewide Uniform Child Support Guideline 2010" and detail some of
the concerns of the members of the CSDA.

Complete comments to 2010 Child Support Guideline Study

Recommendation 1: Update and/or modify the low-income adjustment in the guideline.
The CSDA strongly supports this recommendation.

"When child support obligations are set too high for low-income obligors, they are unable 1o
mect their own subsistence needs.” (Conclusion 12 - pages 126-127). The discussion points out
various adverse effects that can result, including driving obligors into the underground economy.
[t is also pointed out that arrcars accumulate when the order is more than 20% of gross income.
However, the experience of child support practitioners is that our guideline, which effectively
begins at 25% for one child, except for income less than $800/month and escalates to 50% with
only three children, causes many obligors who are not considered "low income" to be unable to
meet their own subsistence needs, resulting in arrearage accumulation of even larger amounts
than for low income obligors and forcing many into underground cconomy situations or to
manipulate reported income. At the very least, the current guideline provides a disincentive to
increasing income. The low income threshold should be adjusted to provide the obligor with a
subsistence allowance and to lower the percentage of an obligor’s income allotted to child
support.

In addition, the "K" factor (pages 2-3) should be adjusted so that the child support tor one child
for a low income obligor is no more than 20% of the obligor's net income, and the multiplicr
(page 2, California Family Code § 4055(b)(4)) for additional children should be adjusted so that
the maximum child support regardless of the number of children should never exceed 40% of the
obligor's net income. The court will retain the discretion to deviate {rom the guideline in an
appropriate case.

The California Automated Child Support Enforcement System (CSE). which is the statewide
data management system used by the California Child Support Program, houses data that can
show how orders obtained at a specific income level performs. CSDA should have access to this
data for analysis in the near future. A review of this data could be helpful in considering how the
guideline should be adjusted for low income obligors.

Recommendation 2: Evaluate the current income attribution policies.

The CSDA strongly supports this reccommendation. In addition, CSDA belicves that a revision
of the presumed income statute is nceded as part of the Guidcline review, and has made a
proposal for such a revision to the State Department of Child Support Services. See Appendix A
and attachments: Proposed presumed income language; attachments 1-2: Lower Living
Standard Income Level information; attachment 3: Presumed Income scenarios.

275



:’. Child Support Directors Association
‘ of California

CSDA

Recommendation 3: Educate stakeholders and equip them with information so they can make
the current system work better. In addition, develop strategies to engage stakeholders and
encourage their active participation in the child support process.

CSDA supports this reccommendation and proposes that local child support agencies be included
in any and all discussions that arc offered to all other stakcholders for purposes of addressing the
review of Statewide Uniform Child Support Guidelines and any resulting proposed legislation or
outcome. CSDA also proposes that language in this recommendation identify the local child
support agencics as a key stakeholder with a voice through the remainder of review process and
in any subsequent studics. The local child support agencies were not included in any of the
stakeholder meetings held as part of the 2010 study.

Recommendation 4: Adopt any necessary conforming changes so that California can meet the
2008 federal medical support rules that are currently in effect, but also recognize that 2010
national health reform may produce changes to the federal rules in the future as well as
changes in how states approach medical support.

This recommendation fails to acknowledge that the California has passed SB 580 (Statutes 2010,
chapter 103) which was signed into law by the Governor on July 15, 2010. This statute
specifically addressed the definition of "reasonable cost" of health insurance. The CSDA fecls
that developing and implementing a change in a major benefit such as medical support (including
health insurance) will consume large resources in terms of policy and procedure development,
system revision, and training at both the state and local levels. From a practical standpoint, the
state and local resources required to develop and implement new or amended statutes regarding
medical support now, when changes to the underlying federal rules appear inevitable, could be
better spent clsewhere

Recommendation 5: Encourage better and more detailed information in the case file.
The CSDA supports this recommendation.

Endnotes

1) Federal Performance Measure 3 is the percent of current support collected. Federal
Performance Measure 4 is the percentage of cases with arrears with a collection during
the fiscal year.

2) Ranking of states for Federal Fiscal Year 2006 was obtained from the Office of Child
Support Enforcement (OCSE). All calculations were based on the guidelines in effect
during FFY 2006.

3) lilinois - 48; Alabama - 49; California - 50; Arizona - 52, Rankings exceed 50 becausc
the information provided by OCSE included Puerto Rico, District of Columbia and
Guam.

4) Pennsylvania - 1; South Dakota - 4; Ohio - 5; Minnesota - 6; Massachusctts - 13.

5) Pennsylvania; Ohio; New York; California.
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6) California, Illinois and Pennsylvania guideline information was calculated based on net
income

7) New York - $25 (New York also provides for calculations at low incomes using a
guideline formula. Even if calculated using the guideline formula the support amounts
would be less than those calculated using the California formula. For more detail see
Appendix B); South Dakota - $43, but may deviatc

8) New York, Pennsylvania

9) Alabama, Arizona, Minnesota, Ohio, Pennsylvania

10) lllinois, but most permit deviation even if there is a minimum order

11) This is reflected in the K factor in the guideline equation: California Family Code §
4055(b)(1)(B). California guideline calculations demand a higher percentage of child
support for lower income earncrs. For example, a tull time minimum wage earner with
no visitation pays $317 per month in child support, (25% of their net income) while an
individual earning $10,000 per month with no visitation pays $1163 (18% of their net
income).

12) California Family Codc Section 4070.

13)(2008) The Story Behind the Numbers, U.S. Department of Health and Human Services,
Administration for Children and Families, Office of Child Support enforcement.

14) I1d.

15)1d. ’

16) Formoso, Carl, 2003, Determining the Composition and Collectibility of Child Support
Arrears, Volumes 1 and 2. Olympia Washington; Washington Department of Social and
Health Services.

17) Sorenson, Elaine, et al, 2003, Examining Child Support Arrears in California: The
Collectibility Study. The Urban Institute, Washington, D.C.

18) Nakabayshi, Shannon, 2001, A4 "Dual System" of Fumily Law Revisited; Current
Inequities in California Child Support Law, 35 U.S.I L. Rev. 593.

19) One stated objective is to encourage fair and efficient settlements between the parents
(Ca. Fam, Codec § 4053(j)), however there is little discretion for the court to depart from
the guideline amount. Further, the formula is so complex that courts and private
practitioners use computer programs to make the calculations. It appears that there is
little likelihood that the average litigant would be able to make the calculations manually,
determine the guideline child support amount and then use that for the purpose of scttling
a case

20) We must seriously and sincerely acknowledge the hardship for custodial parents and
children at the very beginning of the discussion about the formula and the self-sufficiency
reserve. The dilemma faced by the state is that to hold to the position that the
considerations of this hardship take priority over all other things ignores the harsh reality
that obligors who cannot support themselves will not and cannot pay support.

The focus in California has been to maximize the benefit to the child/ren by making it
more likely the custodial household will in fact receive some money as well as make it
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more likely the noncustodial parent (ncp)(usually the father) will remain in the child's life
to provide some financial, emotional. and social support.

While the goal is always to obtain the appropriate financial support for a child from the
ncp, the reality is that the ncp cannot always pay that support as it is currently calculated.
Consider our current economic situation: the unemployment rate in some of our countics
is over 20%. 1f a ncp cannot survive on what is taken from UIB/part-time work for child
support, what are his options? We should strive to make those options reasonable and
conducive to future support, not just to pursue the ncp for the highest an order that can be
obtained at the moment.

As was recently stated in a published California case: "A serious accident, catastrophic
iliness, or a flagging economy and the hard times that go along with it, can all interposc a
reversal of fortune that would make it impossible for the parent to satisfy a pre-set level
of child support. In such a situation, it would not be in the child's best interest to force
the parent into a level of debt he or she has no ability to pay." IRMO Alter, (2009) 171
Cal.App.4th 718, 2009

21) The multiplicr for additional children is found at California Family Code Scction
4055(b)(4).
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Comparison of monthly support in individual states
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A--ATTACHMENT 2

Table 4a. Economically Distressed Income Limits

Family of|Family of]Family of |Pamily of|Family of|Family of

One Two Three Four Five Six
$7,505 $12,296 $16,876' $20,831 $24,535 $28,7EE?
7,762 12,722 17,470 21,559 25,444 29,754
7,815 12,802 17,571 21,690 25,597 29,935
7,901 12,947 17,771 21,933 25,887 30,272
8,024 13,144 18,044 22,272 26,288 30,742
8,049 13,187 18,101 22,342 26,367 30,832
8,056 13,199 18,123} 22,370 26,398 30,870
8,104 13,278 18,225 22,500 26,556 31,058
8,184 13,416 18,421 22,738 26,831 31,379
8,366 13,714 18,824 23,239 27,422 32,075
8,418 13,798 18,943 23,384 27,596 32,272
8,467 13,874 19,048 23,510 27,747 32,449
8,508 13,945 19,144 23,627 27,884 32,608
8,707 14,272 19,588 24,179} 28,536 33,369
8,807 14,439 19,815 24,463 28,871 33,766
8,853 14,509 19,921 24,588 29,019 33,939
8,901 14,587 20,025 24,715 29,166 34,110
9,096 14,909 20,467 25,260 29,812 34,859
9,157 15,002 20,595 25,422 30,004 35,085
9,240 15,142 20,790 25,665 30,285 35,422
9,505 15,578 21,379 26,392 31,148 36,424
9,784 16,034 22,013 27,175 32,068 37,507
9,809} 16,073 22,060 27,233 32,138 37,587
10,133 16,609 22,797 28,144 33,210 38,845
10,142 16,613 22,809 28,155 33,226 38,856
10,181 16,683 22,901 28,265 33,359 39,011
10,340 16,945 23,258 28,709 33,884 39,626
10,372 16,997 23,339 28,805 33,995 39,752
10,798 17,689 24,287 29,979 35,379 41,377
11,111 18,203 24,992 30,851 36,406 42,575
11,157 18,277 25,094 30,975 36,554 42753
11,435 18,739 25,720 31,749 37,471 43,815
11,861 19,437 26,681 32,936 38,866 45,453
12,007 19,670 27,007 33,335 39,339 46010
12,270 20,102 27,596 34,069 40,203 47,022
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A--ATTACHMENT 1

Employment
E@ Depariment DIRECTIVE
Seatvof Californla WORKFORCE SERVICES

Number. WSD08-9

Date: June 11, 2009
689:123:¢8:12752

TO: WORKFORCE DEVELOPMENT COMMUNITY
SUBJECT: 2009 70 PERCENT LLSIL AND POVERTY GUIDELINES

EXECUTIVE SUMMARY:
Purpose:

This directive issues the 2009 70 percent Lower Living Standard income Level (LLSIL)
published by the Secretary of Labor in the Federal Register on March 26, 2009. It also
issues the 2009 poverty guidelines published by the U.S. Department of Health and
Human Services (HHS) in the Federal Register on January 23, 2009.

Scope:

The LLSIL and poverty guidelines are used to establish low-income status for
Workforce Investment Act (WIA) Title | programs. Local Workforce Investment Areas
(LWIA) use the LLSIL to determine eligibility for youth, eligibility for employed aduits for
certain services, self-sufficiency, and eligibility for the Work Opportunity Tax Credit.
The LWIAs should consult the WIA and its regulations, and preamble for more specific
guidance.

Effective Date:

The 2009 LLSIL and 2009 poverty guidelines became effective on their dates of
publication in the Federal Register, March 26, 2009 and January 23, 2009, respectively.

REFERENCES:

»  WIA Section 101(24), 101(25), 127(b)(2)(C), 132(b)(1)}(B)(v)(IV), and 134(d)(3)(A)(ii)
+ Title 20 Code of Federal Regulations (Title 20 CFR) Section 663.230
* Federal Register, Volume 74, Number 57, WIA; LLSIL (March 26, 2009)

o Federal Register, Volume 74, Number 14, Annual Update of the HHS Poverty
Guidelines (January 23, 2009)

ponmmuomwmwmwmwmamnmbummummmmmmgsm
andpr sp formats need fo be mace b 18) 654-8055 . TTY users, please coll the Califomia Refay Servwico at 711.

Workforce Services Division / P.O. Box 826880 / MIC 69 / Sacramento CA 84280-0001 www.edd.ca.govlJobs_and_Trainingl
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STATE-IMPOSED REQUIREMENTS:
This directive contains one State-imposed requirement, which is in bold italic print.
FILING INSTRUCTIONS:

This directive supersedes Workforce Services Directive WSD08-3, dated August 20,
2008, and finalizes Workforce Services Draft Directive WSDD-22, issued for comment
on May 12, 2009. The Workforce Services Division received no comments during the
draft comment period. Retain this directive until further notice.

BACKGROUND:

The WIA Section 101(25)(B) sets the criteria LWIAs use in determining whether an
individual Iis a low-income individual. This criteria includes two sets of data: the poverty
guidelines, as published by HHS, and 70 percent of the LLSIL, as determined by the
Secretary of Labor. The LWIAs use the higher of these two measures to establish low-
income status for eligibility purposes of WIA Title | Programs. The WIA requires annual
revisions to both sets of data.

All LWIAs use the same poverty guidelines. However, the LLSIL identifies maximum
qualifying income levels for residents in either of two broad geographic designations:
metropolitan and nonmetropolitan areas. Metropolitan income levels apply to residents
living within Metropolitan Statistical Areas (MSA) as defined by the Office of
Management and Budget. Nonmetropolitan income levels apply to places with
populations under 50,000. In addition to the broad metropolitan and nonmetropolitan
designations, the Department of Labor identifies three MSAs in California that have
unique LLSILs: the San Diego MSA, the Los Angeles/Riverside/Orange County MSA,
and the San Francisco/Oakland/San Jose MSA.

POLICY AND PROCEDURES:

1. Select the appropriate table for use by your LWIA from the five tables in
Attachment 1. (In those instances where a LWIA encompasses both
metropolitan and nonmetropolitan areas, the State has designated the higher
of the LLSIL figures for use within the entire LWIA.)

2. Use the higher of either the LLSIL or the poverty guideline for the appropriate family
size to determine low-income status. A comparison of the applicant's actual family
income during the six-month income determination period with the six-month figures
on the charts enables the reviewer to immediately determine income status.

3. The WIA, together with Title 20 CFR 663.230, requires LWIBs to set the criteria for
determining whether employment leads to self-sufficiency. At a minimum, such

criteria must provide that self-sufficiency means employment that pays at least 100
percent of the LLSIL established for a LWIA.

Page 2 of 8
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ACTION:

Notify all affected staff of the changes to the LLSIL and poverty guidelines in this
directive.

INQUIRIES:

If you have any questions, please contact your Regional Advisor at (916) 654-7799.

1S/ BOB HERMSMEIER
Chief
Workforce Services Division

Attachment

Page 3 of 6
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ATTACHMENT

2009 70 PERCENT LLSIL AND POVERTY GUIDELINES

The Lower Living Standard Income Level (LLSIL) and poverty guidelines are used to
establish low-income status for Workforce investment Act (WIA) Title | programs. Local
Workforce Investment Areas (LWIA) use the LLSIL to determine eligibility for youth,
eligibility for employed adults for certain services, self-sufficiency, and eligibility for the
Work Opportunity Tax Credit. The LWIAs should consult the WIA and its regulations,
and preamble for more specific guidance.

Tables 1 through 5 show the 70 percent LLSIL and the poverty guidelines for westem
metropolitan and nonmetropolitan areas, and for three specific Metropolitan Statistical
Areas in California. In addition, each LLSIL table includes the 100 percent LLSIL that
establishes the Department of Labor's minimum self-sufficiency levels. The last column
in each table shows the amount to be added to the figure for a family of six for each
additional family member.

Since the income received during the six-month period immediately prior to the
individual's application for WIA funded services is used for income determination, each
chart below shows the six-month, as well as the annual, figures for each family size.
A comparison of the applicant's actual family income during the six-month income
determination period with the six-month figures on the charts enables the reviewer to
immediately determine an individual's eligibility.

Effective Dates: LLSIL:

Poverty Guidelines:

March 26, 2009
January 23, 2009

San Diego Consortium
Family Size
Each
1 2 3 4 5 6 | Add'add
70% LLSIL
Annual $10798| $ 17689 | $ 24287 $ 20,979 | $ 35379 | $ 41377 $ 5998
6 Months $ 5399 ¢ 8845| $ 12144] $ 14990 | $ 17690 | $ 20689| $§ 2,999
100% $ 15426 | $ 25270 | $ 34696 $ 42827 | $§ 50541 § 59,110] $ 8,589
Poverty Guidelines
Annual $ 10830 | $ 14570 | $ 18310 | $ 22,050} $ 25790 | $ 29,530 | $ 3,740
6 Months $ 5415| & 7285| $ 9155] $ 11,025] $ 12895| $ 14,765| § 1,870
Page 4 of 8
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v A le s/ e i /O ange Connly Matiopolitan 5

tatichical Siea

LWIAs | Anaheim Los Angeles County  San Bernardino County
Foothill E&T Consortium  Orange County SELACO Consortium
Pacific Gateway (formerly Riverside County South Bay Consortium
Long Beach City) Santa Ana City Ventura County
Los Angeles City San Bernardino City Verdugo Consortium
Family Size
Each
! 2 3 4 5 8 Add'l add
70% LLSIL
Annual $ 0784 $ 16,034 ] $ 22,013 | $ 27175 § 32068| $§ 37,507 $ 5439
6 Months $ 4892 $ 8017| $ 11007 $ 13588 $ 16034 | $ 18754 | $ 2,720
100% $ 13977 | § 22905| $ 31,447 $ 38822 | § 45811 | § 535682| § 7,771
Poverty Guidelines
Annual $ 10830 | $ 14570 $ 18310 $ 22050 | $ 25790 $ 29,530 | $ 3.740
6 Months $ 54156] 8 7285) $ 9165]| $ 11,025 $ 12,895| $ 14,765] $ 1,870

Tonle S--San Franasco

Dakiand/San Josc Metropolitan Stahstical Area

LWIAs | Alameda County Oakland City San Mateo County
Contra Costa County Richmond City Santa Cruz County
Marin County San Benito Solano County
Napa County San Francisco City/Co. Sonoma County
NOVA Consortium San Jose/Silicon Valley
Family Size
Each
1 2 3 4 5 6 | Add'ladd
70% LLSIL
Annual $ 98098 16073| $ 22080 $ 27233 $ 32138 $ 37587| § 5449
6 Months $ 4905/ 80379 110303 13617] $ 16089 $ 18794 $ 2,725
100% $ 14013/ 5 22981| $ 31514 $ 38904 | § 45911 | $ 53696| $ 7,785
Poverty Guidelines
Annual $10830| $ 14570 | $ 18310 | $ 22050 | $ 25790 $ 29530 | §$ 3,740
6Months | § 5415/ 8 7285]| $ 9155| $ 11,025] $ 12805 $ 14,765] § 1,870
Page 5 of 6
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fAzLOpOhlan ArEns

Fresno County Monterey County Stanislaus County

Golden Sierra Consortium  NoRTEC Consortium Tulare County

imperial County North Central Consortium  Yolo County

Kem/Inyo/Mono Consortium  Sacramento City/Co.

Kings County San Joaquin County

Madera County San Luis Obispo County

Merced County Santa Barbara County

Family Size
5 Each
1 2 3 4 6 | Add'l add

70% LLSIL
Annual $ 90,240 $15142| $20,790 | $25,685 $ 30,285 $ 35,422 $ 5137
6 Months $4620| & 7571 $10395 | $ 12,833 | $15143 | $17,711 $ 2,568
100% $13,200 $21,632] $29,700 | $36,6684 $43.264 $ 50,603 $ 7,339
Poverty Guidelines
Annual $10,830| $ 14570} $ 18310| $ 22050 $ 25790| $ 29,530 $ 3,740
6 Months $ 5415| 8 7285| $ 9,155] $ 11,025| $ 12,895| § 14,785 $ 1,870

Tatsle h--tlonmiziiopahtan Arsas
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Humboldt County Mother Lode Consortium
Mendocino County
Family Size
Each
1 2 3 4 5 6  |Add'add
70% LLSIL
Annual $ 8853 | $14500| $19,921 | $24,588 | $29019| $33939| $ 4,920
6 Months $ 4427 | $ 7255 | $9,861 $12204 | $14,510] $16,970 | $ 2,460
100% $12647 | $20,727 | $28458 | $35128 | $41455| $48484 | $ 7,029
Poverty Guldelines
Annual $ 10,830 | $ 14570] $ 18310 $ 22050 $ 25790 $ 29,530 | $ 3,740
6 Months $ 5415[ 8 7285| $ 9155| $ 11.025| $ 12,895| $ 14,765 $ 1,870
Page 6 of 6




Proposed Presumed Income Language

Family code section 17400 (d)(1) The Judicial Council, in consultation with the department and
representatives of the California Family Support Council, the Senate Committee on Judiciary, the
Assembly Committee on Judiciary, and a legal services organization providing representation on
child support matters, shall develop simplified summons, complaint, and answer forms for any
action for support brought pursuant to this section or Section 17404. The Judicial Council may
combine the summons and complaint in a single form.

(2) The simplified complaint form shall provide notice of the amount of child support that is sought
pursuant to the guidelines set forth in Article 2 (commencing with Section 4050} of Chapter 2 of
Part 2 of Division 9 based upon the income or ability of the support obligor as known to the local
child support agency.

(3} A local child support agency shall use diligent efforts to obtain evidence of the obligor's current
income, recent past income, or ability to earn. "Current income” as used in this section means
income earned no more than 6 months immediately-preceding the month that the simplified
complaint is generated. "Recent past income” as used in this section means income earned no
more than 12 months immediately preceding the month that the simplified complaint is generated.
“Ability to earn” as used in this Section 17400 has the same meaning used in In re Marriage of
Paditla’ (1995) 38 Cal.App.4™ 1212, and its progeny.

{(4) At minimum, diligent efforts inciude making reasonable efforts to interview the parent or person
requesting support enforcement services; contact other persons that the local child support
agency has reason to believe may have information regarding the obligor's current income, recent
past income, or ability to earn; and searching or receiving information from electronic databases
available to the local child support agency that have the ability to search for income and/or assets.

(6) If the local child support agency obtains evidence of the abligor's current income, recent past
income, or current ability to earn, then child support shall be calculated based on the amount of
the obligor's income or ability, unless the evidence indicates that the income or ability is not
indicative of the obligor's income or ability in the immediate future.

(6) If after making diligent efforts to abtain evidence of obligor's current income, recent past
income, or current ability to earn, the local child support agency is unable to obtain evidence of
the obligor's current income, recent past income, or current ability to earn, then the local child
support agency shall presume that the obligor's gross monthly income shall be equivalent fo an
amount, caiculation of which is prescribe in paragraph (7) of this subdivision.

{7) The presumed income of the obligor shall be determined by referencing the most recent
version of the Lower Living Standard Income Level for the county in which the obligor resides, is
reasonably believed to reside, or believed to last reside, and using 100% of the income based op
a family size of one person minus an amount equivalent to a self-sufficiency reserve. The seif-
sufficiency reserve shall be equal to the Minimum Basic Standard of Adequate Care for one
person.

(8) If the low income adjustment is otherwise applicable, then the child support amount shall be
equal to the lowest possible amount of the low income adjustment.

{9) The comptlaint form shall be accompanied by a proposed judgment. The complaint form shall
include a notice to the support obligor that the proposed judgment will become effective if he or
she fails to file an answer with the court within 30 days of service. Except as provided in
paragraph (2) of subdivision (a) of Section 17402, if the proposed judgment is entered by the
court, the support order in the proposed judgment shall be effective as of the first day of the month
following the filing of the complaint.

' Padilla is a case that stands for the proposition that a court may impute income to an obligor, upon
a showing that (he obligor has the ability and opportunity to earn.
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APPENDIX A: Proposed presumed income language

Attachment 1: 2009 70 percent LLSIL
Attachment 2: Economically distressed income levels
Attachment 3: Presumed income scenarios
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APPENDIX E

Project Staff Biographies

Jane Venohr, Center for Policy Research (CPR) Economist and Research Associate. Jane
Venohr was the guideline review project manager. Dr. Venohr is one of the nation’s leading
experts on child support guidelines and has worked with more than 30 states to develop and
review their child support guidelines in the last 20 years. Since joining CPR in 2007, Venohr has
led child support guidelines projects for 18 states, directs the Texas Nifios Sanos evaluation, and
has conducted numerous research projects on child support and child care for state and federal
government agencies and foundations. Dr. Venohr holds a PhD in economics from the
University of Colorado.

Jessica Pearson, CPR Director. Jessica Pearson was the assistant project manager for this
guideline review. Dr. Pearson is a nationally recognized expert on child support issues. She was
the lead researcher for the national evaluation of the Access and Visitation Demonstration
Projects and the Responsible Fatherhood Demonstration Projects. She has worked closely with
many state and local child support agencies on the design and successful implementation and
evaluation of major demonstration projects dealing with hospital-based paternity, incarcerated
noncustodial parents, child support arrears, victims of domestic violence, responsible fatherhood,
and numerous enforcement remedies and interventions aimed at improving child support
collections. Dr. Pearson has been published extensively on child support topics and is a regular
presenter at national conferences for the child support and judicial communities. Dr. Pearson
holds a PhD in sociology from Princeton University.

Nancy Thoennes, CPR Associate Director. Nancy Thoennes analyzed case file data. Dr.
Thoennes has been the coprincipal investigator for virtually every child support project CPR has
conducted, with the exception of the guidelines projects. One of her most substantial data
analysis activities was the analysis of The Violence Against Women Survey, which involved
telephone interviews with national probability samples of 8,000 women and 8,000 men to gather
information on the extent, nature, and consequences of various forms of violence, including
partner violence, sexual assault, and the first national study on stalking. Dr. Thoennes holds a
PhD in sociology from the University of Denver.

Rasa Kaunelis, CPR Research Associate. Rasa Kaunelis managed and analyzed case file data
for this guideline review. She also managed and analyzed the data for the Arizona child support
guidelines review. She is currently working with the child support workforce agency, and court
in Arapahoe County, Colorado, to collect information on unemployed noncustodial parents who
are referred to an innovative seek-work program. She is also monitoring data collection in a
multisite investigation of the effects of outreach to pregnant and new parents about paternity and
child support. Ms. Kaunelis was a key researcher on a study for the National Campaign to
Prevent Teen and Unplanned Pregnancy on methods of outreach to young men about unplanned
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pregnancy. She has worked with child support agencies; Women, Infants, and Children (WIC)
programs; workforce agencies; and courts in multiple settings. Ms. Kaunelis holds an MPA from
the University of Colorado.

Carly Everett, CPR Research Associate. Carly Everett conducted extensive qualitative research
and literature searches and assisted with calculating child support amounts under various case
scenarios, focus groups, and writing the report for this guideline review. Ms. Everett joined CPR
in January[2010?]. Prior to that time, she was an attorney in Indianapolis, Indiana, practicing in a
variety of areas, including mental health, family, medical malpractice, competitive business,
bankruptcy, labor and employment, and tax. Ms. Everett also conducts nationwide, extensive
research regarding effective practices in streamlining child support modification procedures. She
additionally provides back-up, general assistance for many of CPR’s projects, including prisoner
reentry programs and medical support programs. Ms. Everett holds a JD from Indiana University
and is on track to obtain an MPA. from University of Colorado in May 2011.

David Betson, Economist. David Betson conducted original research on child-rearing costs (e.g.,
the cost of raising children in California) for this guideline review (see Appendix A). Dr.
Betson’s measurements of child-rearing expenditures form the basis of almost 30 state child
support guidelines, which is more than any other measurement. He conducted his original
research on child-rearing expenditures for the U.S. Department of Health and Human Services in
1990 using five different estimation techniques. His 1990 research fulfilled a congressional
mandate and was aimed to assist states with the development and review of state child support
guidelines. Dr. Betson is also a member of the National Academy of Science and is affiliated
with the Institute for Research on Poverty at the University of Wisconsin. Some of Dr. Betson’s
most recent research concerns the impact of the WIC program on baby formula prices. He holds
a PhD in economics from the University of Wisconsin and is an associate professor of economics
and the former director of the Hesburgh Program in Public Service at the University of Notre
Dame.

Paul Legler, Research Associate. Paul Legler assisted with the focus groups, the literature
review on low-income families, and other analysis. Most of Mr. Legler’s work over the past
eight years has focused on developing more sensible child support policies for low-income
parents. Currently, Mr. Legler is the project director for a demonstration project in Hennepin
County, Minnesota, that will provide parenting education, access, and visitation services,
employment assistance, and other assistance to parents with new orders. Some of Mr. Legler’s
other child support projects include the Memphis Initiative to Promote Parental Responsibility
and Healthy Marriages (Tennessee 2006); Breaking Down Barriers to Voluntary Paternity
Establishment (Minnesota 2005); Strengthening Families, which assisted custodial and
noncustodial parents with family issues at the time of TANF applications (Hawaii 2006-2007);
and Low-Income Fathers Pilot Demonstration Project (Louisiana 2004-2005). Mr. Legler is the
author of Low-Income Fathers and Child Support: Starting off on the Right Track, published
through the Annie E. Casey Foundation. Mr. Legler holds a JD from the University of Minnesota
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and an MPA from Harvard University, John F. Kennedy School of Government. He currently is
the president of Innovative Social Policy, LLC.

Kelli Kreycik, CPR Office Manager. Kelli Kreycik assisted with data entry and project
management. Ms. Kreycik holds a BS degree from the University of California, Berkeley.

David Youngstrom, CPR Research Assistant. David Youngstrom assisted with data entry for the
guideline’s case file review. Mr. Youngstrom has worked with CPR since 2009, performing
various tasks including assisting with data entry and phone interviews with noncustodial fathers
in Tennessee and Arapahoe County, Colorado. He also works with Greenprint Denver to
promote energy efficiency and green living. Mr. Youngstrom previously worked as the national
account manager for the Ingram Book Company and Baker & Taylor, the two largest book
wholesalers in the country.

Nick Anderson, CPR Research Assistant. Nick Anderson assisted with the guideline review by
calculating child support amounts for several states under various case scenarios. He also

assisted with data entry. Mr. Anderson holds a BS degree from the University of Colorado.

Marsi Buckmelter, Editor. Marsi Buckmelter holds a BA in English and an MS in technical
communication, both from the University of Colorado.

309



APPENDIX F

Acknowledgments

This report was prepared under the direction and oversight of the Judicial Council’s Family and
Juvenile Law Advisory Committee. At the time the report was prepared, the committee was co-
chaired by Hon. Kimberly J. Nystrom-Geist and Hon. Dean Stout, and its members were Hon.
Sue Alexander, Hon. Lorna A. Alksne, Hon. Craig E. Arthur, Hon. Patricia Bamattre-
Manoukian, Ms. Judy Lynn Bogen, Hon. Jerilyn L. Borack, Mr. L. David Casey, Ms. Emberly
Cross, Mr. Frank Dougherty, Hon. Sherrill A. Ellsworth, Mr. Matthew R. Golde, Hon. Barry P.
Goode, Ms. Vickie Scott Grove, Ms. Leslie Heimow, Hon. Margaret Henry, Ms. Kathleen L.
Hrepich, Hon. Susan D. Huguenor, Hon. Mark A. Juhas, Ms. Patricia Kaplan, Ms. Darlene
Azevedo Kelly, Ms. Patricia Lee, Hon. Thomas Trent Lewis, Hon. Cindee F. Mayfield, Hon.
Michael Nash, Hon. Michael J. Naughton, Mr. Jerry Powers, Ms. Charlene Reid, Hon. Frances
Rothschild, Hon. Marjorie S. Steinberg, Hon. Patrick E. Tondreau, Hon. Terry T. Truong, Ms.
Claire Williams, Ms. Lauren Zorfas, and Hon. Arnold D. Rosenfield (Ret.).

Staff from the Administrative Office of the Courts assisted in the execution of this project and
preparation of this report: Jamie Lau (Project Manager), Irene Balajadia, Stacie Clarke, Charlene
Depner, Marita Desuasido, Paul Fontaine, Mimi Ly, Anna Maves, Linda McBain, Ruth
McCreight, Amy Nufiez, Diane Nunn, Stephen Saddler, Jill Whelchel, and Michael Wright. The
report was edited by Fran Haselsteiner.

The California Department of Child Support Services consulted with local child support agency
representatives and advocates to obtain broad input in the development of additional research
questions which were shared with the AOC and integrated into the study.

Thank you to the focus group participants from various advocacy groups and to the child support
commissioners from the 11 study counties for their insight and help with interpreting the
preliminary case file review findings.

Lastly, the case file review was an essential part of this study. It could not have taken place
without the invaluable assistance from the court executive officers and their staff in the 11 study
counties who arranged the reviews locally, and from our contracted case file reviewers Richard
Altimus, Linda Cianciolo, Melbourne Gwin, Jr., and Wendy Dier who spent many hours
reviewing case files.

310





