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In the Spring of 2001, with input from members of the Legislature, Secretary
Reinert appointed an advisory committee to provide guidance to the Department
on revisions to the state policy regarding the guidelines used to determine child
support payments. This attached report is the result of the extensive
deliberations of the advisory panel composed of representatives of the courts,
the Wisconsin Bar, community-based organizations and county child support
agencies, citizens, and the Department of Workforce Development.



Child Support Guidelines Review Advisory Committee Report
to
Department of Workforce Development

SUMMARY

February 22, 2002

On March 23, 2001, the Department of Workforce Development announced the
formation of an advisory panel to review the percentage of income standard for child
support orders in Wisconsin. The Child Support Guidelines Review Advisory Committee
includes representatives from the judiciary, public interest groups and the Department of
Workforce Development. The Committee held eleven meetings between April 26, 2001,
and February 14, 2002.

Committee Purpose

The federal government requires that states review their child support guidelines every
four years. The Committee was charged with providing input and recommendations to
the Department for consideration as part of the next required guidelines review. The
Committee’s charge was to make recommendations for modifications to the child
support guidelines and Wisconsin statute, taking into consideration the best interests of
the citizens of Wisconsin, and, in particular, the best interests of children impacted by
divorce or the absence of a parent. The Department asked the Committee to complete
its work by the Spring of 2002.

Committee Process

The Committee included individuals with considerable experience in child support policy
formation, who represented the interests of custodial parents, non-custodial parents and
children.

The Committee benefited from timely and pertinent presentations. Dr. Robert G.
Williams, Director of Policy Studies, Inc., a nationally-known expert in the establishment
of child support awards, spent a day with the Committee presenting findings from his
research and experience and discussing Committee questions. Staff from the Institute
for Research on Poverty (IRP) at the University of Wisconsin — Madison met with the
Committee on two occasions. The first time IRP researchers provided an overview of
the estimates of family expenditures on children. The second time, they summarized
income shares and percentage guidelines in five states.

The Committee was also able to consider very recent research reports and economic
data. The Committee reviewed the Expenditures on Children by Families 2000 Annual
Report published by the U. S. Department of Agriculture (USDA) in May 2001. In
developing recommendations for low-income payers, members of the Committee were
guided by a report on the Challenge of Helping Low-Income Fathers published by the
Manpower Development Research Corporation (MDRC) in November 2001. IRP
research findings from reports issued in December 2001 and January 2002 were helpful
to the Committee in identifying trends in shared-time placements, and in reviewing
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income data for payers and payees subject to child support orders. For this reason, the
Committee feels that the final recommendations deal with emerging issues and trends
related to child support guidelines.

In December 2001, the Committee was informed of legislative interest in proposing
revisions to the percentage of income standard for child support during the Spring 2002
legislative session. This prompted the Committee to advance its timetable to publish the
final report in February 2002.

The Final Report

The Child Support Guidelines Review Committee puts forth these recommendations to
provide the Department with guidance on this important subject that affects large
numbers of parents and their children.

The Committee recommends that Wisconsin’s child support guidelines should remain in
Administrative Rule, Chapter DWD 40 Child Support Percentage of Income Standard,
instead of being incorporated into Wisconsin statute. The Committee’s final
recommendations include proposed changes to DWD 40, as well as proposed changes
to existing child support statute.

The Final Report consists of four recommendations and a summary of the Committee
meetings. The four recommendations include:

Recommended changes to DWD 40 for Low-Income Payers
Recommended changes to DWD 40 for High-Income Payers
Recommended changes to DWD 40 for Shared-Time Parents
Recommended Draft Changes to Wisconsin Statute

Committee Membership

Ron Hunt, Chairperson, DWD

Jacquelyn Boggess, Center on Fathers, Families and Public Policy 2
Connie Chesnik, DWD Legal Counsel *

Margaret Hickey, Wisconsin State Bar {

Catherine Kendrigan, Legal Action of Wisconsin !

Honorable Philip Kirk, Chief Judges Sub-Committee on Child Support
Ann Krummel, Wisconsin Family Court Commissioners Association
James Luscher, Wisconsin Legislation for Kids and Dads 2-

Carol Medaris, Wisconsin Council on Children and Families !

Katie Mnuk, Wisconsin Women'’s Council ¢

Representative Carol Owens, Wisconsin State Assembly

Sally Phelps, Wisconsin Women’s Network

Jan Raz, Wisconsin Fathers for Children and Families >

Elaine Richmond, Wisconsin Child Support Enforcement Association
. Patti Seger, Wisconsin Coalition against Domestic Violence |



DWD Child Support Guidelines Advisory Committee

LOW INCOME OBLIGORS

Recommendation: Modify the Child Support Guidelines for low-income payers, as
follows:

e For payers with monthly gross income below 70% of the Federal Poverty Level
(FPL) ($501 per month for one person in 2001), there is a presumptive monthly
support payment according to the following schedule:

v" $21 for one child,

v" $31 for two children,

v" $36 for three children,

v $39 for four children, and

v $43 for five or more children

These amounts equal approximately one/fourth of the current guideline
percentages for incomes of $500 for one person.

e For payers with gross monthly income between 70% and 150% FPL ($501 per
month and $1,074 for one person in 2001), calculate the presumptive support
using graduated percentage rates between the percentage of the presumptive
minimum payment amounts and the DWD 40 payment percents. The rates will
differ based on the number of children in the family. (See attached schedule.)

e For payers with gross monthly incomes above 150% FPL ($1,074 per month for
one person in 2001), calculate support using current percentages in DWD 40:

v 17% for one child,

v' 25% for two children,

v 29% for three children ,

v" 31% for four children, and
v' 34% for 5 or more children

e Courts may still deviate from the presumptive support amount in consideration of
the factors in statute.

¢ In determining income, the court shall use actual income where known, uniess
the payer is employed less than 40 hours per week and clearly able to increase
earnings, in which case the court may impute income based upon the payer’s
education, training and work experience, and the availability of work in or near
the payer's community. In the event that the payer does not appear at the court
hearing at which income is determined, the court shall use the best available
information about the payer’s actual earnings ability. This may include
information about the payer’s earnings during previous periods, including
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information derived from sources accessed by the child support agency. The
court may impute income at the minimum wage times 40 hours per week only if
evidence has been presented that due diligence has been exercised to ascertain
a payer’s actual income, and actual income information is unavailable.

¢ Courts should consider the full economic circumstances of the non-custodial
parent, including any in-kind benefits, such as food and shelter, that the non-
custodial parent has available. Such resources may impact the ability to pay
support at the full percentage amount or in an amount between the full
percentage amount and that derived by application of the above schedule.

Justification

A. Many low-income payers have insufficient income to pay current ordered
amounts. Lower support levels for low-income payers may encourage/enable
the payer to pay current support and fewer arrears should accrue.

B. Improved compliance with existing orders may be expected. Research shows
that compliance with child support obligations is reduced as support orders are a
higher percent of income.! This research shows that the number of payers
making a partial or full payment is significantly reduced when the order exceeds
35% of the payer’s gross income, as follows:

» When support is 10-15% of income, compliance rate is 83%
» When support is 21-30% of income, compliance rate is 78%
» When support is 51-75% of income, compliance rate is 53%
» When support is more than 75% of income, compliance rate is 45%

C. Lower support levels for low-income payers may increase emotional and financial
investment in their children. When parents don’t pay support, research shows
that payers have less contact with their children resulting in reduced emotional
and financial support.

D. Currently, when a payer is underemployed or unemployed, the courts routinely
calculate a child support amount using the federal minimum wage, times 40
hours per week, times the percentage of gross income. For many payers, it may
be unrealistic to expect the payer to pay support at that level. Some of these
payers will be pushed into the underground economy to avoid payment of
support. The Committee recommends that, when imputing income, the courts
should also consider the payer’s actual ability to earn, training, education, and
work experience, along with the availability of work in the payer's community.

! Meyer and Bartfeld, Institute for Research on Poverty, Compliance with Child Support Orders in
Divorce Cases, 1994



E.

During periods of unemployment, the arrears accruing for low-income payers will
be less than under the current standard, thereby increasing the likelihood that the
payer will attempt to catch up with past-due amounts in the future.

Discussion Points/Considerations

A

Lowering support orders may result in lowering the amount of support paid, may
have no effect, or may increase the amount paid. If it results in lower payments,
then there may be an increased likelihood that the payee and children will need
public supports to offset the reduced child support payments. If it results in
higher payments, then there will be less likelihood that children will need public
supports.

Similarly, if lower orders result in lower payments, and the custodial parent is
also low-income, children may have fewer financial resources available under
this proposal. Alternatively, if lower orders result in increased payments, children
of low-income custodial parents will have more financial resources available
under this proposal.

In many cases the custodial parent/payee also has low income. In some of these
cases, even when the payer pays the presumptive amount of support under the
order, the payee may pay a higher proportionate amount (percentage) of his/her
income for the children than the payer.

If a reduced child support obligation results in more regular payments, there may
be less conflict between the parents. This may promote increased involvement
with the child(ren) for non-custodial parents.

. There may be a perceived lack of fairness between payers with new (and lower)

orders under the new guidelines and those with existing orders. During the
transition, policy should be developed to clarify under what circumstances payers
with higher orders may request a review and modification of the support amount
that was set under the current guidelines.

If very large numbers of payers request modifications at the same time, it may
create an unmanageable work burden on the local child support agencies and
the courts.

Provide that the court has the power to create a trust for children if the amount of
support exceeds the amount necessary to maintain the child’s standard of living.

Clarify that use of the recommended high-income standards is discretionary;
courts retain authority to deviate from the support payment amount upon
consideration of factors in the statute.



Justification

A. Economic data shows that, as income rises above certain high-income levels,
families spend a lower percentage of their gross income on their children,
although this does not take into consideration other expenditures, for example
investments and savings for children.

B. Under the current standards, there is a significant amount of litigation
surrounding shared-time and child support. A payment policy that recognizes the
reduced proportion of income spent on children above a given high-income
amount may reduce this litigation.

C. The Committee agreed that the percentage standard should apply in most cases,
and therefore chose a high-income starting point of $150,000 so that this high-
income exception will apply to only a small number of cases.

Discussion Points/Considerations

A. By reducing the support amounts in high-income situations, there may be an
increased perception of fairness resulting in more positive relations with children.

B. Some may perceive it to be unfair that persons with higher incomes will pay a
lower percentage of their gross income than others are required to pay.

C. If high-income payers are permitted to retain a higher amount of their income,
they may be more able to set aside money for their children, e.g. pre-tax
educational accounts.

D. Many high-income cases also have shared-time placement for the children, and
thus may have a further reduction of support based on the Committee’s Shared-
time Recommendation.

E. Because high-income situations tend to have a high degree of variation (income
expressed as stock options or bonuses, tax consequences, business expense
write-offs), the Committee believes that the courts must have the ability to
deviate from the high-income formula to account for these individual case
considerations.

F. Some may perceive that the proposal does not sufficiently reduce the support
that high-income individuals should pay.
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DWD Child Support Guidelines Advisory Committee
HIGH INCOME OBLIGORS

Recommendation: Modify the Child Support Guidelines for high-income payers,
as follows:

Apply the current standard percentages in DWD 40 to a payer’s income up to
the $150,000 annual gross income level.

17% for one child

25% for two children

29% for three children
31% for four children

34% for 5 or more children

ANANENENEN

Apply the following reduced percentages that represent 80% of the current
standard to the amount of annual gross income between $150,000 and
$200,000.

v 1 child 14% (rather than 17%)
v’ 2 children 20% (rather than 25%)
v 3 children 23% (rather than 29%)
v’ 4 children 25% (rather than 31%)
v

5 or more children 27% (rather than 34%)

Apply the following percentages that represent 60% of the current standard to
the amount of annual gross income that exceeds $200,000.

v" 1 child 10%

v' 2 children 15%
v 3 children 17%
v' 4 children 19%
v 5 or more children 20%

Provide that the court has the power to create a trust for children if the
amount of support exceeds the amount necessary to maintain the child’'s
standard of living.

e Clarify that use of the recommended high-income standards is discretionary;,
courts retain authority to deviate from the support payment amount upon
consideration of factors in the statute.
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Justification

D.

Economic data shows that, as income rises above certain high-income levels,
families spend a lower percentage of their gross income on their children,
although this does not take into consideration other expenditures, for example
investments and savings for children.

. Under the current standards, there is a significant amount of litigation

surrounding shared-time and child support. A payment policy that recognizes
the reduced proportion of income spent on children above a given high-
income amount may reduce this litigation.

. The Committee agreed that the percentage standard should apply in most

cases, and therefore chose a high-income starting point of $150,000 so that
this high-income exception will apply to only a small number of cases.

Discussion Points/Considerations

G.

By reducing the support amounts in high-income situations, there may be an
increased perception of fairness resulting in more positive relations with
children.

Some may perceive it to be unfair that persons with higher incomes will pay a
lower percentage of their gross income than others are required to pay.

If high-income payers are permitted to retain a higher amount of their income,
they may be more able to set aside money for their children, e.g. pre-tax
educational accounts.

Many high-income cases also have shared-time placement for the children,
and thus may have a further reduction of support based on the Committee’s
Shared-time Recommendation.

Because high-income situations tend to have a high degree of variation
(income expressed as stock options or bonuses, tax consequences, business
expense write-offs), the Committee believes that the courts must have the
ability to deviate from the high-income formula to account for these individual
case considerations.

Some may perceive that the proposal does not sufficiently reduce the support
that high-income individuals should pay.
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DWD Child Support Guidelines Advisory Committee

SHARED-TIME FORMULA CHANGES

Recommendation: Modify the Child Support Guidelines for shared-time

parents, as follows:

The shared-time formula shall be applied when both parents have court-
ordered periods of placement of 25% or more, and each parent is ordered to
assume the child(ren)'s costs, in proportion to the time that the parent has
placement of the child(ren). Variable costs shall be ordered in addition to the
basic support amount under the formula.

The periods of placement for each parent shall be determined by calculating
the number of overnights or equivalent care exercised by the parents, and
dividing that number by 365 days in a year. Equivalent care means a period
of time during which the parent cares for the child that is not overnight, but
which is determined by the court to require the parent to assume the costs
that are substantially equivalent to what the parent would spend to care for
the child overnight. The combined periods of placement for both parents
should equal 100%.

In shared-time cases, the formula shall apply a cross-credit calculation that
sets support based on the costs of shared parenting when both parents
exercise periods placement of 25% or more, as follows:

» Calculate the basic child support amount for each parent using the
Percentage of Income Standards.

» Multiply the basic support amounts by 150% to account for child-rearing
expenditures duplicated by the parents (e.g. the child’s bedroom).

» Allocate shared placement amounts by multiplying each parent's
obligation by the proportion of the child’s time spent with the other parent.

» Offset resulting amounts against each other. The parent with a greater
amount of support pays the difference, not to exceed the amount that
would be paid under the straight percentage standard.

The result represents the base support amount under the shared-time
formula.

13



In addition to establishing the base support amount under the formula, the
court shall appropriately assess the child’s variable costs. Variable costs
means the reasonable costs incurred by or on behalf of the children, including
but not limited to the cost of day care, a child’s special needs, tuition and
extracurricular activities.

In deciding whether to impute income for an unemployed parent or a parent
employed less than full time, the court shall consider benefits to the child in
having a parent remain in the home during periods of placement and the
additional variable day care costs that would be incurred if the parent worked
more.

Clarify that use of the recommended shared-time calculation is discretionary.
Courts should retain the authority to deviate from the support amount upon
consideration of the factors in the statute.

Justification

A

When both parents exercise significant periods of placement, a formula that
takes into account the duplicated costs of child rearing in both households,
and both parents’ income, will provide a more realistic and equitable basis to
set child support.

Research shows that, for placement orders issued during the period from
1996 to 1998, a greater number of parents shared placement of their children,
compared to the period from 1990 to 1992. Furthermore, research over the
same period shows that these placement arrangements tend to hold up over
time. *

Effective in 2000, changes were made to Wisconsin family law statutes that
should further increase the likelihood of shared-placement situations.

Considering these trends, the Committee believes that child support formulas
in shared-time cases should be modified to more equitably distribute the
available income across both parents’ households. The proposed formula
may increase parental involvement by encouraging more shared-time
arrangements between parents, and may increase compliance with existing
shared-placement orders.

Costs for day care, tuition and recreation vary widely, from family to family.
The recommended shared-time formula expressly requires the courts to order
parents to assume the variable costs in addition to the child support amount
under the shared-time formula.

2 Cancian, Cassetty, Cook and Meyer, Institute for Research on Poverty, Placement Qutcomes for
Children of Divorce in Wisconsin, Revised January 2002
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F.

Nineteen other states currently use cross-credit child support adjustment for
shared-time situations. The cross-credit shared-time calculation methodology
can be considered the child support industry standard.

Discussion Points/Considerations

G.

The current shared-time formula does not proportionately reduce the paying
parent’s share of support at the same rate as the increase in placement. The
recommended changes to the shared-time formula assume that parents will
provide for their children, proportionate with the level of placement exercised.

. The Committee is concerned about the potential for any shared-time formula

to encourage litigation between the parties. The elimination of the 30% and
40% Tables under the current DWD 40 will eliminate the “cliff effects” inherent
in those tables and should, therefore, reduce litigation.

Increased public costs: A shared-time formula that substantially reduces the
amount of child support paid by parents may increase the likelihood that the
children will need public support while the children are in the home of the
lower-income parent.

. A shared-time formula that substantially reduces the amount of child support

paid by parents may reduce the resources available for children where the
primary household is headed by a low-income parent.

If very large numbers of parents request modifications of their orders to utilize
the new shared-time formula at the same time, it may create an
unmanageable work burden on the local child support agencies and the
courts.

The Committee recommends a thorough review of the effects of this shared-

time formula on low-income payers. Such a review should occur before the
Shared-time Recommendation is applied in low-income cases.
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DWD Child Support Guidelines Advisory Committee
RECOMMENDATIONS FOR STATUTORY CHANGES

Recommendation regarding Randall v. Randall Decision

The Court, in Randall, held that the presumptive application of the percentage
standard applied also to the shared time formula for application of the percentage
standard in Chapter DWD 40. The decision infers that the repeal of language in
ss. 46.25(9b) and 767.25(1n) was intended to extend the presumptive application
of the percentage of income standard to cases involving shared time and serial
family status. Although use of the percentage standard itself is presumptive
under Wisconsin law, its application in shared time, serial family and split custody
cases was intended to be permissive. The language of DWD 40 uses the
terminology ‘may’. However, that was not deemed sufficient by the court in
Randall. The Committee would like to clarify in statute that the application of the
standards under these circumstances is discretionary.

Committee Proposal

S. 49.22(9) The department shall promulgate rules that establish a percentage
standard for courts to use in determining a child support obligation based upon a
percentage of the gross income and assets of either or both parents. The rules
shall provide for consideration of the income of each parent and the amount of
physical placement with each parent in determining a child support obligation in
cases in which a child has substantial periods of physical placement with each
parent, and may provide for adjustments to the percentage standard that a court,
in its discretion, may use for determining child support in such cases and in other
cases with special circumstances, such as when a parent has a preexisting
obligation to pay court-ordered support for the benefit of the child. (Underline is
Committee recommendation.)

The Committee requests a legislative note be added that the intent of this change
is to overrule the Randall decision.

Disclosure of serial family situations
The Committee recommends a statutory provision requiring that when one party

requests establishment or modification of a support order in a serial family
situation, the court should consider the existence and amounts of other orders.
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Committee Recommendation

The Committee recommends adding the following language to the Statutes:

S. 767.085(1)(dm) Whether either of the parties is obligated to pay child or
family support under any judgments or orders issued by a court and, if so, the
name of the court that issued each judgment or order and the amount of child or
family support owed under each judgment or order, if known.

Recommendation regarding Luciani v. Montemurro-Luciani Decision
In Luciani v. Montemurro-Luciani the court applied the percentage standard in a

case in which the custodial parent’'s income was significantly greater than the
noncustodial parent’s income.

Committee Recommendation

The Committee recommends the following revision to s. 767.25(1m)(b) regarding
consideration of the financial resources of both parents.

S. 767.25(1m)(b) The financial resources and standard of living of both parents
as determined by the court including any significant disparity between the parties’
gross income or earning capacities. (underline is Committee recommended
revision.)

The Committee requests a legislative note be added that the intent of this change
is to overrule the Luciani decision.
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Child Support Guidelines Review Advisory Committee
SUMMARY OF MEETINGS

April 26, 2001

Institute for Research on Poverty (IRP) staff presentation of Estimates of Family
Expenditures on Children followed by Committee discussion. The Committee
asked the Department to request that the sponsors of SB 151 delay their
legislation until the Committee concluded its deliberations.

June 18, 2001

Connie Chesnik reviewed the history and development of child support
guidelines in Wisconsin and Susan Pfeiffer gave the Committee an overview of
the current child support guidelines.

Linda Preysz facilitated a Committee discussion about the strengths and
weaknesses of the current guidelines system in Wisconsin.

Catherine Kendrigan, Legal Action of Wisconsin (LAW) representative on the
Committee made two proposals:

1. Eliminate the current ability to impute income at 40 hours per week. Replace
this with language that would allow the court to determine the support amount
based upon the payer’s education, training and work experience and the
availability of work in the payer's community.

2. Recommended statutory section to limit arrears in certain situations.

The Committee did not take a position on the proposals, but invited LAW to bring
revisions to a future meeting.

Auqust 27. 2001

Susan Pfeiffer led a discussion about policy objectives in setting a child support
standard.

IRP staff gave a summary presentation of an IRP report, Experience with
Income-Shares and Percentage-of-Income Child Support Guidelines: A Report
on Five States.

Follow-up discussion of the LAW proposal from the June 18, 2001, meeting
concerning setting support amounts.
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LAW also asked the Committee to consider placing limits on non-custodial parent
arrears when the person earns below federal poverty level income. The
Committee decided the proposal was not administratively feasible.

The Committee discussed issues concerning the use of the percentage standard
in shared-time cases (Randall case), the use of the standard when there is a
significant disparity between the parties income or earning capacities (Luciani
decision), and disclosure of information about other families when orders are
being set in serial family cases.

September 24, 2001

The Committee confirmed its consensus that children should expect the following
from the child support standards:

At least a minimum level of support from both parents

e The same proportion of parental income that they would have received if the
family was intact

e Children should benefit as parental income increases over time

e Children in similar situations should end up with similar orders

¢ A child should not be subjected to inadvisable placement based on economic
considerations of the parents

e The child support standard should be fair so that it does not drive economic
incentives for placement (a child expects to be loved)

e The standard should not increase conflict between parents

¢ The standard should have a predictable outcome

The Committee confirmed its consensus that parents should expect the following
from the child support standards:

¢ Similar treatment for parents similarly situated

¢ Predictable outcome, simple; uniform, understandable. However, the
standard should recognize and accommodate the unique circumstances of
individual parents/situations

¢ Orders should be based on actual knowledge of the child’s actual living
situation

o The standard should not impute income in cases where the payer does not
have the ability to earn that income

e The standard should consider low-income, never-married parents

e The standard should leave the parents with enough to meet basic needs

e The standard should allocate significant costs for the child, including day care
and health care

e Arrearage limitations
¢ All children should be supported regardless of birth order
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Dr. Robert G. Williams of Policy Studies, Inc. presented materials about
establishing guidelines and answered questions from the Committee.

Bob Andersen, LAW, requested that the Committee consider a revision to DWD
40 to require the court to set support at an individual's earning capacity, but if the
payer fails to appear in court, impute the income at minimum wage by default.
Although the Committee supported the proposal, it did not support changes in
DWD 40 until after the Committee completes its deliberations.

Qctober 31, 2001

Connie Chesnik and Elaine Richmond summarized the Income Shares Model.
Margaret Hickey summarized the State Bar's proposal. Jan Raz summarized SB
151. Each Committee member was asked to articulate his or her position at this
point in the Committee’s deliberations.

The Committee decided to retain the percentage standard methodology and
address problems associated with low-income situations, high-income situations,
and shared-time placement situations.

The Committee confirmed the decision that there should be a statutory change to
clarify that the use of the percentage standard in shared-time cases is not
mandatory (pertinent to Randall v. Randall decision).

The Committee confirmed a decision to recommend statutory language that if
one family in a serial family situation requests the establishment or review of a
child support order, the court should consider the existence and amounts of other
orders.

The Committee recommended with one dissenting vote to amend s. 767.25(1m)
as follows (proposed language underlined), “.. .the financial resources and
standard of living of both parents as determined by the court including any
significant disparity between the parties’ gross income or earning capacities.”
Furthermore, there should be a LRB note indicating that this revision is to
address the Luciani case, in which the noncustodial parent had significantly lower
income than the custodial parent.

December 13, 2001

The Committee decided to accelerate the meeting schedule in order to make
recommendations that could be considered in the spring 2002 legislative
process. The Committee decided to focus first on recommendations concerning
low-income payers. The Committee reviewed charts prepared by DWD staff
concerning different payment models for low-income and high-income payers.
The Committee discussed low-income payer options.
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January 10, 2002

The Committee reached consensus that payers with incomes under 70% of the
federal poverty level (FPL) should have a presumptive fixed payment. Payers
with gross incomes between 70% and 150% FPL should pay a presumptive
minimum support amount based upon a graduated, linear payment progression
up to 17% of gross income, according to income. The Committee reached
consensus that support for payers with gross incomes above 150% FPL will be
calculated using the percentage standard in the Administrative Rule DWD 40.

January 22, 2002

The Committee gave additional consideration to the low-income payer policy
considered on January 10, 2002, and confirmed its decision. The decision was
made with one dissenting vote. The Committee continued discussion of shared-
time and high-income payer policies.

January 31, 2002

The Committee reached the following consensus on shared-time cases: the
recommended threshold for overnights or equivalent care will be 25%, with two
dissenting votes. After 25% the shared-time formula will apply, with
consideration of both parents’ incomes. The calculation of support in shared-
time cases will involve a 150% calculation of the support owed by each parent,
prior to the offset calculation, to recognize the duplication of expenses when a
child resides in two households.

The Committee agreed on the following definition of “equivalent care” for shared-
time payers: “Equivalent care” means a period of time during which the payer
cares for the child that is not overnight but which is determined by the judge to
require the payer to assume child care costs that are substantially equivalent to
what the payer would spend to care for the child overnight.”

The Committee agreed that health care should not be considered a variable cost
in determining whether a parent is a shared-time payer, but expressed interest in
having the court allocate other variable costs including child care between
parents in shared-time situations.

The Committee reached the following consensus on high-income payers with two
dissenting votes: The current percentage standard should be used until the
payer’s annual gross income reaches $150,000. Income between $150,000 and
$200,000 should be subject to a reduced percentage, representing approximately
80% of the percentage standard. Income that exceeds $200,000 annually should
be subject to a further reduced percentage, representing approximately 60% of
the current standard.
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February 14, 2002

The Committee reviewed the draft report and approved edits. The Committee
clarified variable cost language for the shared-time recommendation, but made
no substantive changes to the other policy recommendations.

One member supported the Committee's recommendation for shared-time
placement, but requested that the minutes reflect that she does not support
application of the formula to low-income families because the affects have not
been inadequately studied.

The Committee considered whether to recommend to the Department that the
proposals for low-income, high-income and shared-time placement be included in
statute or administrative rule. All members present at the meeting supported
retaining the guidelines in administrative rule, and those not present were polled.
The poll result is that two members recommended the guidelines be incorporated
into statute, rather than administrative rule. One member did not vote due to
vacation.
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APPENDIX 1 - DISSENTING REPORT

Child Support Guidelines Review Committee

Department of Workforce Development —State of Wisconsin
(02/11/02)

RE: Recommendation regarding higher-income family cases:

As members of this review committee, we strongly disagree with the majority
recommendation, to continue to use the current percentages in all cases in which
the payer's annual gross is less than $150,000 with minor reductions thereafter.
This recommendation is bad public policy, is not rationally based, and does not
meet the goals defined by the committee, the Wisconsin legislature, and federal
requirements.

We believe that this recommendation is not justified, based on data presented to
the committee. (No committee in any other state has endorsed such an arbitrary
and irrational policy.) We therefore request Secretary Reinert to reject this
recommendation and instead propose a method that achieves the goals defined
by the committee, the Wisconsin legislature, and federal requirements. Such a
method for dealing with higher income families is included in SB 151/ AB449,
which is currently before the legislature and is attached to this report.

The majority recommendation in regard to this issue:

1. Is not only arbitrary and without any economic basis, but is in contempt
of established economic data and national child support policy.

2. Fails to meet the committee’s own goal to assure children “the same
proportion of parental income that they would have received if the family
was intact.” On the surface the recommendation results in a higher
entitlement for children in non-intact higher-income families than children
receive in similar intact families.

3. Inreality, as noted by Wisconsin courts, this is a hidden maintenance
award in all above-average-income family cases; even in the 49% of the
cases where the mother earns a similar or higher income than the father.
This allows the primary or sole-placement parent (90% of which are
mothers) to escape her or his fundamental obligation to support the
children and in some cases themselves.
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Fails to meet the intent of Wisconsin’s policy of expecting both mothers
and fathers to assume personal financial responsibility for their children,
and the family law policy, as defined in Wisconsin Statute 765.001(2),
which reads “Each spouse has an equal obligation in accordance with
his or her ability to contribute money or services or both which are
necessary for the adequate support and maintenance of his or her minor
children and of the other spouse. No spouse may be presumed primarily
liable for support expenses.”

Fails to meet the committee’s goal that “Parents in similar situations
should be treated similarly.” The majority recommendation results in

requiring the payer in a non-intact family to pay a significantly higher
portion of his or her income for the children that what a similar parent
would spend in an intact family.

Will continue to aggravate gender-based conflicts, since approximately
90% of parents that benefit from the excessive child support awards in
these cases are women and those that are negatively impacted are men.
It is no surprise that all 11 women on the committee voted for this
proposal, and that it was not objected to by the overwhelmingly female
staff of the DWD Division of Child Support.

Fails to meet the committee’s goal that “child support should be fair so
that it does not drive economic incentives for placement”. Since 69% of
the families with shared placement had combined incomes in excess of
$48,000, this recommendation will continue to provide a greater
adjustment for placement than is actually incurred by the parents.

Does not address the fairness issue in the approximately 30-40% of the
cases where the combined gross income exceeds $50,000 per year. It
only provides minor relief in less than 1% of the cases where the payer's
annual gross income exceeds $150,000.

May result in loss of federal funding for Wisconsin because this
recommendation fails to meet the intent of the Code of federal
regulations 45CFR302.56

(h) As part of the review of a State's guidelines required under
paragraph (e) of this section, a State must consider economic
data on the cost of raising children and analyze case data,
gathered through sampling or other methods, on the application of,
and deviations from, the guidelines. The analysis of the data
must be used in the State's review of the guidelines to ensure
that deviations from the guidelines are limited.
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10. Will continue to require the resources of both the legislature, and the
administration to deal with this issue in the future.

11.  Will require taxpayers to continue to pay the courts costs for these
families to resolve the fairness issue on a case-by-case basis.

12. Will continue a punitive state policy that may discourage some higher
income parents from growing their businesses and careers in Wisconsin
or moving to Wisconsin.

Sincerely:

Jan Raz James Luscher

Wisconsin Fathers for Children and Families Legislation for Kids and Dads
http://www.wisconsinfathers.org 1401 Beld Street

PO Box 1742 Madison, WI 53701 Madison, WI 63715

Home: james@jluscher.com

10120 West Forest Home Ave.
Hales Corners, Wl 53130

414 425-4866 fax 425-8405
e-mail jraz@wi.rr.com
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SUMMARY OF DATA TO SUPPORT THESE CONCLUSIONS

1. At the 8/27/01 meeting, the committee reached consensus on the goals of
Wisconsin's child support policy that included that:
e children should expect the same proportion of parental income that they
would have received if the family was intact
o child support should be fair so that it does not drive economic incentives
for placement
e parents in similar situations should be treated similarly

2. At the 9/24/01 meeting, Dr. Williams, a nationally known expert in the
establishment of child support awards, during a four hour presentation to the
committee concluded, "At higher income levels ($2,500 -$3,000) per month
net income, the percentage amounts per child (In Wisconsin) cannot be
justified by current child rearing studies."

3. At the 10/31/01 meeting, Jan Raz presented economic data, case data, and
approaches used by other states, which demonstrated that the use of the current
percentage standard in families where the combined annual gross income of
both parents exceed $50,000, exceed the amounts spent on children in intact
families and how this allows the parent that receives the child support order to
escape his or her obligation.

4. At the 12/13/01 meeting the DWD staff presented a chart on various economic
studies that define the “Cost for two children as a percent of combined gross
income”. In all cases this data showed families with higher incomes spent a
smaller percentage of their gross income on their children than families with
lower income. The data for high-income cases shown on the DWD chart was
based on a combined family annual gross income starting at $64,804 or $73,000.
Three out of four studies showed that at these levels the percentage of income
that parents spend on children in intact families is similar or less than the 25%
defined by the current standard.

5. In a 12/26/01 letter, which was distributed to the committee, Jan Raz explained
that the DWD chart presented at the 12/13 meeting was deliberately misleading
to support the incorrect DWD statement “The studies do not show high-income
families spending significantly less than the Wisconsin percentages on children.”
He again provided a table with more comprehensive summary of studies, which
defines what portion of an intact family’s income is spent on children in families
with different incomes to demonstrate that the DWD statement in the Option
paper, was incorrect.
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6. At the 1/10/02 meeting the DWD staff, distributed a report titted “Presumptive
State Child Support Guidelines: A decade of Experience” authored by Maureen
A. Pirog. This report noted that while Wisconsin child support orders in low and
average income cases are reasonably close to mean awards in other states, in
the highest income case, where a father earned a gross income of $6,300/month,
($75,600/yr), in 1999 the $1,575 order in Wisconsin was $408 more than the
mean award of $1,167. (Comment: This $408 is not more money going to the
children, but maintenance disguised as child support which allows the mother to
escape her fundamental responsibility to share an equal portion of her income
with the same children. The $1,167 is representative of what other states find,
based on economic data, parents in similar intact families spend on children.)

7. At the 1/10/02 meeting, the DWD staff distributed data on family incomes
which included:

e The number of sole placement cases, with a combined annual gross
income in excess of $48,000, reviewed in an IRP study, was 32% when
the mother had sole placement and 47% when the father had sole
placement

e Of the 1997 shared placement reviewed in an IRP study, 69% had a
combined income in excess of $48,000 and 27% had a combined income
greater than $72,000.

* The Department of Revenue estimates that in the year 2000, 5% of the
families with an adjusted annual gross income in excess of $107,043, 2%
over $154,959, and 1% over $253,595.

8. At the 1/10/02 meeting, the DWD staff distributed a 2001/2002 IRP report titled
“Placement outcomes for Children of Divorce in Wisconsin”. This included the
following statistics:

e In 1996-8 mothers had sole or greater placement in 71% of the cases,
fathers in 10% of the cases. This suggests that women (mothers)
represent about 87% of the recipients of child support orders. (Figure 1)

e In 1996-8, of the 1,529 cases reviewed, 746 (49%) the mothers had a
similar or greater income than the father and 159(10%) mothers had and
income 4 times greater than the father. (Table 1C)

¢ The number of shared placement cases increased for 11.5% in 1990-2 to
23.1% in 1996-9. (Table 1C)

9. At the 1/10/02 meeting, DWD staff attorney Connie Chesnick, who played a
key role in setting up the current child support formula in 1987, who has been
educating the Wisconsin legal community on and defending the current formula
since 1987, and who played a major role in selecting the members of this policy
review committee, urged the committee to disregard the economic data and to
continue to ignore the income of the primary placement parent.
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10. At the 1/31/02 meeting, all eleven of the women on the committee voted for
continuing to use the current percentages in all cases in which the payer's annual
gross is less than $150,000 with minor reductions thereafter. Both men that
represent fathers groups voted against this proposal.

11. 2001 IRS tax tables indicate that a significant difference in federal tax liability
(28% v 15%), which reduces the disposable income families have for children,
begins when the family income exceeds $4,158/month, and continues to
increases as a percentage of the family’s income as the family income increases.
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DWD Child Support Guidelines Advisory Committee

APPENDIX 2: MINUTES OF COMMITTEE MEETINGS

Minutes
DWD Child Support Guidelines Review Advisory Committee
April 26, 2001 Meeting

Committee Attendees: Ron Hunt, Chairperson, DWD; Jan Raz, Wisconsin Fathers for
Children and Families; Sally Phelps, Wisconsin Woman'’s Network; Carol Medaris,
Wisconsin Council on Children and Families; Hon. Philip Kirk, Chief Judges
Subcommittee on Child Support; Elaine Richmond, Wisconsin Child Support
Enforcement Association; Margaret Wrenn Hickey, State Bar; Catherine Kendrigan,
Legal Action of WI; James Luscher, Wisconsin Legislation for Kids and Dads; Katie
Mnuk, Wisconsin Women'’s Council; Patti Seger, Wisconsin Coalition against Domestic
Violence; Hon. Ann Krummel, Wisconsin Family Court Commissioners Association;
Connie Chesnik, DWD Legal Counsel;

Visitors: Jennifer Noyes, DWD; Susan Pfeiffer, DWD, Bureau of Child Support (BCS);
Kathy Fullin, BCS; Todd Kummer, BCS; Roni Harper; citizen, Marguerite Roulet; Center
for Fathers, Families and Public Policy

Jennifer Noyes, Executive Assistant to the DWD Secretary, welcomed the committee on
behalf of Secretary Reinert and thanked the members for their willingness to participate
on the committee. She noted that the federal government requires states to review the
child support guidelines every four years and in 1998 Wisconsin did not have an
extensive review including public input. The committee’s charge is to make
recommendations to the Department in the Spring of 2002 for modifications of the child
support guidelines and that it would be important to take into consideration the best
interests of children.

Ron Hunt introduced himself as Deputy Administrator of the Division of Workforce
Solutions and Chair of the committee. He clarified the goal of the committee to be
advisory to the Secretary of DWD regarding proposed changes to the child support
guidelines, not percent-expressed orders. He noted that the recommendations of the
committee would likely lead to either or both proposed legislation or amendments to the
Child Support Percentage of Income Standard, Administrative Rule, Chapter DWD 40.

Mr. Hunt also noted that part of the committee’s charge would be to review reports from
the University of Wisconsin, Institute for Research on Poverty (IRP) and that the first one
to be discussed today concerned estimates of family expenditures for children. He
noted that the next report, to be ready in July 2001, will look at implementation issues in
4-5 states, including a comparison of issues in percent of income states and income
shares states. The third report, to be available in December 2001, will examine the use
of the standard in first orders in recent cases.
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The general schedule for the committee is to meet every two months between now and
the Spring of 2002. IRP will present its analysis of guidelines in four to five states at the
August meeting. In September the committee will recommend a guideline model. In
November the committee will review the application of the methodology selected in
special circumstances other than shared-time high income, low income, serial family,
and split custody situations. In February 2002, following presentation of reports by IRP,
the committee will discuss shared time and child care.

A number of committee members raised concern about SB 151 currently pending in the
Wisconsin Legislature. Should this bill pass prior to the committee making its final
recommendations, they were concerned it would render the committee’s deliberations
moot. It was suggested that the Department bring to the attention of SB 151 sponsors
the existence of the committee and the benefits to waiting for the committee to conclude
its work prior to legislative consideration. Mr. Raz disagreed with the suggestion to
delay action on SB 151. To date the Department has not taken a position on SB 151.
The Committee Chair will communicate the committee’s recommendation to Secretary
Reinert.

Maria Cancian, Daniel Meyer, Judity Cassetty, and Ingrid Rothe of the Institute for
Research on Poverty gave a presentation about the IRP and related research about
child support issues done by IRP in the past, key public policy issues crucial to a
discussion of child support guidelines, and a summary of the most recent paper,
Estimates of Family Expenditures for Children: a Review of the Literature. A copy of the
overheads discussed is attached.

The committee discussed a variety of approaches to considering child support guidelines
It was agreed that at the next meeting, the committee would analyze existing DWD 40 to
identify issues related to to the current methodology for establishing support. There was
some discussion on the need to take a historical perspective in looking at this issue.
Some members expressed an interest in hearing some of the history behind how the
Department initially decided to adopt a percentage of income standard. However, there
was also some feeling that too much emphasis on the past may make it difficult to take a
fresh look at the issue.

Several commiftee members recommended that the Department bring in experts
from outside Wisconsin to provide input. Additionally, other reports about
determining expenditures on children or the calculation of support guidelines
would be useful. Suggested resources were Robert Williams, Policy Studies Inc.,
“Development of Guidelines for Child Support Orders, “DHHS, September 1987
and a report commissioned for the Virginia Legislature in 2000.

The committee requested an up-to-date chart of other states’ methodologies in
determining child support guidelines. Margaret Hickey will send Ron Hunt a copy
of the State Bar Family Law Section’s chart.

Ron Hunt noted that the Department has several automated tools available for
use by the Committee to brainstorm, identify concerns and assist in finding
consensus and noted that the committee may want to utilize one of these at a
future meeting.
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Next Meeting: June 18, 2001, 9:00 — 1:00 with lunch provided. Location TBD

ATTACHMENT
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