The Impact of Senate Bill 23 on Disposable Income
Senate bill 23 seeks to increase the base amount of child support due from the majority of non custodial parents.  In addition it changes the factors that judges must use in the division of tax deductions to ignore financial contributions that parents make to the children, and allows award to a parent even if it does not give a financial benefit to that parent.  The reasons given for these changes are inflation, length of time since the tables were updated, and a comparison of current Utah support tables to a study of child rearing costs by Policy Studies Incorporated (PSI).

The company that recommended the changes in support levels (PSI) suggested child support increases to be as high as 57% in some cases, and actually calculated the amounts with the premise that the custodial parent should be given all of the children for the dependency tax deductions, with none for the non custodial home.  Senate bill 23 caps the increases at 25%, with most of the increases for 1, 2, and 3 child families.  The largest percentage changes in the bill are for 1 child families.  This may seem like a reasonable compromise, until you see what is already happening to non custodial families under current law, and what the new law would mean for them.  The impact on 1 and 2 child families is significant, especially considering the Census Bureau’s 2005 report for the average family size in Utah is 3.56, indicating that more than half of families have 1 or 2 children.

The inflation argument is curious because the support amount can already be increased as wages increase.  Either parent can contact the ORS when a change has taken place in the income of one or both parents that would trigger a change in support amount.  If the changes meet certain thresholds, the ORS will file the paperwork with the court at no cost to either parent.  The threshold is a 10% change in the support amount if it has been three years since the child support amount was established or since the last time it was changed.  If it has been less than three years, the support order can still be changed if different threshold tests are met.  

To increase the base amount of child support is an increase in addition to the built in inflation increases.  Obviously you cannot continue to increase the base amounts, or over time the percentage of disposable income that non custodial parents are required to pay gets out of hand.  Many believe it is already out of hand in some cases, and difficult for some non custodial parents to survive without outside financial support, usually from their extended families.  

Another factor that is not often considered is that the non custodial parent incurs the expenses of raising the children in the non custodial home in addition to child support paid to the custodial parent.  The Utah parent-time guidelines allow for the children to spend a minimum of 25%-28% of their time with the non custodial parent.  Indeed the State of Utah encourages this, and there have been numerous public service messages encouraging fathers to spend more time with their children.  If the children’s expenses have increased for custodial homes, they have also increased for non custodial homes.  The non custodial parent has to provide shelter, food, clothing, and other necessities for the children during visitation time.  
The State of Utah recognizes that some of the children’s expenses are not flexible.  In the Utah Code 78-45-7.11 it states that if a child stays the entire month with the non custodial parent, the child support is only reduced by 50% for that period.  This is because some of the costs of raising a child are not related to the amount of time a child spends in the home.  Shelter and corresponding utilities have to be provided for the entire month, and if a two or three room home is needed, then it cannot be provided for a partial month, then reverted back to a one room home for the remainder of the month.  According to Utah law the fixed amount of raising a child is 50% of the support amount.  Non custodial parents can expect to spend at least 50% of what the custodial parent spends in addition to the child support they pay.

Taxes also weigh heavily on non custodial households, due to the fact that they do not qualify for most tax advantages available to other parents.  They can take the children for a dependency exemption if the court allows and documents it.  The bill divides the dependency exemption(s) without regard to the financial contributions of the parents, and requires the deduction to be awarded even if the parent would receive no financial benefit from taking the deduction (e.g. a custodial parent who is part time employed or unemployed).  Frequently, under current law, the custodial parent receives large tax credits and ends up with a tax surplus, even though the deductions are usually divided between the parents.  The non custodial parent, even if they can take a child as a deduction, has a comparably large tax bill (see tables below).  

The sheer enormity of the tables (there are over 1500 separate support amounts in the proposed child support tables), and complexity of the steps to calculate the obligation, make analysis a daunting task.  This is why it is so important to take a few cases and run them through the entire process so the impact of the changes on families can be seen.  This has been done in the tables below.  Median values for income and income ratios were used to show impact on very typical family situations.  

The pages below contain 3 tables, based on typical Utah incomes, taxes and expenses.  They show the reduction in disposable income for non custodial families when comparing current law to proposed Senate Bill 23.  Following the tables is a discussion of how the data were derived and some of the financial issues faced by non custodial families.  2005 data were used due to the availability of 2005 Census data and tax software.
	Table 1 (2005 Median Utah Family Combined Income)

Custodial Annual Income = $22,200, Non custodial Annual Income = $32,400

	
	Custodial Monthly Amounts


	 
	Non custodial Monthly Amounts

 

	Current Law
	Gross Income
	$1,850
	
	Gross Income
	$2,700

	 
	Relative 

Gross Income
	41%
	
	Relative 

Gross Income
	59%

	 
	
	
	
	
	 

	 
	    Federal Income Tax
	$324
	
	    Federal Income Tax
	-$125

	 
	    State Income Tax
	-$35
	
	    State Income Tax
	-$106

	 
	    Social Security/Medicare
	-$137
	
	    Social Security/Medicare
	-$194

	 
	  Total Taxes
	$152
	
	  Total Taxes
	-$425

	 
	
	
	
	
	 

	 
	  Day Care
	-$250
	
	  Day Care
	-$250

	 
	  Child Support
	$507
	
	  Child Support
	-$507

	 
	  Health Insurance
	-$58
	
	  Health Insurance
	-$158

	 
	
	
	
	
	 

	 
	Total Income Adjustments
	$351
	
	Total Income Adjustments
	-$1,340

	
	
	
	
	
	

	 
	Disposable Income
	$2,202
	
	Disposable Income
	$1,360

	 
	Relative Disposable Income
	62%
	
	Relative Disposable Income
	38%

	 
	
	
	
	
	 

	Proposed Law 
	Gross Income
	$1,850
	
	Gross Income
	$2,700

	 
	Relative 

Gross Income
	41%
	
	Relative 

Gross Income
	59%

	 
	
	
	
	
	 

	 
	    Federal Income Tax
	$324
	
	    Federal Income Tax
	-$125

	 
	    State Income Tax
	-$35
	
	    State Income Tax
	-$106

	 
	    Social Security/Medicare
	-$137
	
	    Social Security/Medicare
	-$194

	 
	  Total Taxes
	$152
	
	  Total Taxes
	-$425

	 
	
	
	
	
	 

	 
	  Day Care
	-$250
	
	  Day Care
	-$250

	 
	  Child Support
	$608
	
	  Child Support
	-$608

	 
	  Health Insurance
	-$58
	
	  Health Insurance
	-$158

	 
	
	
	
	
	 

	 
	Total Income Adjustments
	$452
	
	Total Income Adjustments
	-$1,441

	
	
	
	
	
	

	 
	Disposable Income
	$2,302
	
	Disposable Income
	$1,259

	 
	Relative Disposable Income
	66%
	 
	Relative Disposable Income
	34%


	Table 2

Custodial Annual Income = $18,600, Non custodial Annual Income = $27,000

	
	Custodial Monthly Amounts

 
	 
	Non custodial Monthly Amounts

 

	Current Law
	Gross Income
	$1,550
	
	Gross Income
	$2,250

	 
	Relative 

Gross Income
	41%
	
	Relative 

Gross Income
	59%

	 
	
	
	
	
	 

	 
	    Federal Income Tax
	$388
	
	    Federal Income Tax
	-$58

	 
	    State Income Tax
	-$17
	
	    State Income Tax
	-$77

	 
	    Social Security/Medicare
	-$114
	
	    Social Security/Medicare
	-$160

	 
	  Total Taxes
	$257
	
	  Total Taxes
	-$295

	 
	
	
	
	
	 

	 
	  Day Care
	-$250
	
	  Day Care
	-$250

	 
	  Child Support
	$445
	
	  Child Support
	-$445

	 
	  Health Insurance
	-$58
	
	  Health Insurance
	-$158

	 
	
	
	
	
	 

	 
	Total Income Adjustments
	$394
	
	Total Income Adjustments
	-$1,148

	
	
	
	
	
	

	 
	Disposable Income
	$1,944
	
	Disposable Income
	$1,102

	 
	Relative Disposable Income
	64%
	
	Relative Disposable Income
	36%

	 
	
	
	
	
	 

	Proposed Law 
	Gross Income
	$1,550
	
	Gross Income
	$2,250

	 
	Relative 

Gross Income
	41%
	
	Relative 

Gross Income
	59%

	 
	
	
	
	
	 

	 
	    Federal Income Tax
	$388
	
	    Federal Income Tax
	-$58

	 
	    State Income Tax
	-$17
	
	    State Income Tax
	-$77

	 
	    Social Security/Medicare
	-$114
	
	    Social Security/Medicare
	-$160

	 
	  Total Taxes
	$257
	
	  Total Taxes
	-$295

	 
	
	
	
	
	 

	 
	  Day Care
	-$250
	
	  Day Care
	-$250

	 
	  Child Support
	$517
	
	  Child Support
	-$517

	 
	  Health Insurance
	-$58
	
	  Health Insurance
	-$158

	 
	
	
	
	
	 

	 
	Total Income Adjustments
	$466
	
	Total Income Adjustments
	-$1,220

	
	
	
	
	
	

	 
	Disposable Income
	$2,016
	
	Disposable Income
	$1030

	 
	Relative Disposable Income
	66%
	 
	Relative Disposable Income
	34%


	Table 3

Custodial Annual Income = $15,000, Non custodial Annual Income = $21,600

	
	Custodial Monthly Amounts

 
	 
	Non custodial Monthly Amounts

 

	Current Law
	Gross Income
	$1,250
	
	Gross Income
	$1,800

	 
	Relative 

Gross Income
	41%
	
	Relative 

Gross Income
	59%

	 
	
	
	
	
	 

	 
	    Federal Income Tax
	$408
	
	    Federal Income Tax
	$10

	 
	    State Income Tax
	-$5
	
	    State Income Tax
	-$48

	 
	    Social Security/Medicare
	-$91
	
	    Social Security/Medicare
	-$126

	 
	  Total Taxes
	$312
	
	  Total Taxes
	-$164

	 
	
	
	
	
	 

	 
	  Day Care
	-$250
	
	  Day Care
	-$250

	 
	  Child Support
	$384
	
	  Child Support
	-$384

	 
	  Health Insurance
	-$58
	
	  Health Insurance
	-$158

	 
	
	
	
	
	 

	 
	Total Income Adjustments
	$388
	
	Total Income Adjustments
	-$956

	
	
	
	
	
	

	 
	Disposable Income
	$1,638
	
	Disposable Income
	$844

	 
	Relative Disposable Income
	66%
	
	Relative Disposable Income
	34%

	 
	
	
	
	
	 

	Proposed Law 
	Gross Income
	$1,250
	
	Gross Income
	$1,800

	 
	Relative 

Gross Income
	41%
	
	Relative 

Gross Income
	59%

	 
	
	
	
	
	 

	 
	    Federal Income Tax
	$408
	
	    Federal Income Tax
	$10

	 
	    State Income Tax
	-$5
	
	    State Income Tax
	-$48

	 
	    Social Security/Medicare
	-$91
	
	    Social Security/Medicare
	-$126

	 
	  Total Taxes
	$312
	
	  Total Taxes
	-$164

	 
	
	
	
	
	 

	 
	  Day Care
	-$250
	
	  Day Care
	-$250

	 
	  Child Support
	$429
	
	  Child Support
	-$429

	 
	  Health Insurance
	-$58
	
	  Health Insurance
	-$158

	 
	
	
	
	
	 

	 
	Total Income Adjustments
	$433
	
	Total Income Adjustments
	-$1001

	
	
	
	
	
	

	 
	Disposable Income
	$1,683
	
	Disposable Income
	$799

	 
	Relative Disposable Income
	68%
	
	Relative Disposable Income
	32%


The numbers in the tables represent real families.  You can see how difficult it already is for the non custodial families to manage financially.  Please do not deliver this blow to these non custodial families.  

Explanation of preceding tables

Here is a run through of Table 1 above.  At the median income mark using the current law the non custodial parent pays $507 in child support and $250 in daycare expenses.  The total payroll taxes paid by the non custodial parent are $425, including federal and state income taxes, Social Security, and Medicare.  With the added $158 in medical insurance premiums the total monthly amount paid out is $1340, leaving $1360 to support the children and the parent in the non custodial home.  

The new law increases the child support to $608 for the non custodial parent.  This makes a total $1441 in expenses leaving $1259 for the non custodial home. 

The custodial home earns 41% of the total family income or $22,200 per year.  Using current law the custodial home receives $507 in child support and pays $250 in daycare expenses.  Due to refundable tax credits the custodial home takes in $152 dollars each month from federal and state income taxes, after deducting Social Security, and Medicare.  Subtracting the cost of $58 in health insurance premiums for the custodial parent the total amount added to gross income is $351 giving them $2202 to support the parent and children in the custodial home.  

The new law increases child support received to $608 for a total addition to gross income of $452.  This yields $2302 for the custodial home, which now has nearly twice the disposable income of the non custodial home.

I used the following in my analysis:

· The 2005 tax laws, forms, schedules, and 2005 Census Bureau data for Utah

· A two child household allowing each parent to deduct one child for taxes

· Total annual family income in the first example matches the Utah 2005 median family income of $54595

· Two additional income levels with combined monthly incomes of $3800, and $3050.

· The ratio of family income for custodial to non custodial matching the ratio of the Utah 2005 median fulltime female income to the median fulltime male income (generally the custodial parent is female), where female income accounts for 41% and male income 59% of the total family income

· Medical/dental insurance costs from an actual business case, $58 for a single person, $158 for a parent with two children

· The non custodial parent provides medical/dental insurance for the children as is usually ordered by the court

· $500/month as child care expenses for two children in the custodial home

· No child care expenses for the children in the non custodial home 

· The non custodial parent gets credit for 50% of the children’s health insurance premiums by reducing the child support amount as is usually ordered by the court.

· Both children are eligible for the Earned Income Credit (for the custodial parent) even though only one child is being taken as a deduction (provided for in current tax law).

· Both children are eligible for the child tax credit and each parent takes one child as a dependency exemption.

· In none of the examples does the family qualify to use the low income child support chart

· Unless otherwise noted all figures are monthly.

Copies of tax completed documentation and supporting documents are available

