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Overview/OQutline

» Center for Policy Research (CPR) has been retained to provide technical assistance to the Committee

CPR will meet all federal data requirements and provide written summaries
*  Review economic data on the cost of raising children
"+ Analyze
+ [abor market data
+ impact on low-income families

* Case file data on
« Deviations, payment data and rates of default, income imputation, and application of low-

income adjustment

-

CPR will summarize assumptions and data underlying schedule and low-income adjustment so the

Commiittee can assess appropriateness
* Prepare an updated schedule based on existing assumptions but mere current data for the

Committee to review
* Prepare an alternative schedule if directed by Committee/Court

*+  Provide other technical assistance as requested
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Federal
Requirements of
State Guidelines
Reviews and
State Guidelines

Federal Requirements of Reviews (45 C.F.R 302.56 {e) and (h))

{e) The State must review, and revise, if appropriate, the child suppert guidelines estahlished under paragraph (a} of this section at least once
every four years to ensure that their application results in tha determinaticn of appropriate child support erder amounts. The State shall
publish on the internet and make accessible to the public all reports of the guidelines reviewing body, the membership of the reviewing
body, the effective date of the guidelines, and the date of the next guadrennial review.

{h}As part of the review of a State’s child support guidelines required under paragraph (e) of this section, a State must:

{2) Consider econcmic data on the cost of raising children, (zbor market data {such as unemployment rates, employment rates, hours
worked, and earnings) by occupation and skill-level for the State and local job markets, the impact of guldelines policies and amounts on
custodial and noncustodial parents who have family incomes below 200 percent of the Federal poverty level, and factors that influence
empiocyment ratas among noncustodial parents and compliance with chifd support orders;

(2) Analyze case data, gathered through sampling or other methods, on the application of and deviations from the child support guidelines,
as well as the rates of default and imputed child support orders and orders determined using the low-income adjustment required under
paragraph (c){(1}{ii) of this section. The analysis rust also include a comparisor of payments on child support orders by case characteristics,
Including whether the order was entered by default, based on imputed income, or determined using the low-income adjustment required
under paragraph {c)({1){ii). The analysis of the data must be used in the State’s review of the child suppert guidelines to ensure that
deviations from the guidelines are limited and guideline amounts are approgriate based on criteria established by the State under paragraph
{g) and

{3)Provide a meaningful opportunity for public input, including input from low-income custodial and noncustedial parents and their
reprasentatives. The State must also obtain the views and advice of the State chifd support agency funded under title IV-D of the Act.
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Plan to Fulfill Federal Requirements of Reviews

" Responsibility

; :R‘egulrenﬁe'n_t' ' N

Consider economic data on the cost of raising
chlldren

CPR, and develop updated
schedule to consider

Provide maaningful

Consider lahor market data

CPR

Consider case file data on application of and
deviaticn from the guidelines

Waorking with DHR to obtain
data

opporturity for public
input, including input
from low-income parties

Court and
rulemaking
process and

cpen meetings

Impact of guidelines policies cn parents with low
income

CPR will prepare case file
sgenarios

Factors that influence employment rates and
compliance

Rates of default, imputation, and application of
low-income adjustment

Comparison of payments by case characteristics
including default, imputation, and application of
tha low-income adjustment

CPR analysis of case file data

with public
comment period
Obtain the views and v-D
advice of the IV-D Representation

agency

on Committee

Review, and revise, ¥
appropriate, the child
support guidelines

Committea and
Court

Publish reperi on
internat, membership of
reviewing body, &
effective date of the
guidelines & next review

Court Website

Al's Compliance with Federal Requirements of Guidelines

- Continued Reguirement . - Comy . Dec.2016-Added Requirement - AL Complies.

Provide 1 guidaline, used statewide W1 D e . B
Consider earnings and income o Consider other evidence of ability to pay |

- - Consider parent’s basic subsistence need [}
Be specific and numeric ] -

Consider specific circumstances when imputing 1|

Provide for child’s healthcare needs 1 income
Provide deviation criteria and for ¥l Do not treat incarceration as voluntary 0]
record of deviation unemployment

45 C.ER. Section 302.56

{b) The State must have procedures for making the guidelines available to all persons in the State,
{e) The child support guidelines established under paragraph {a) of this section must at a minlmum:
(1} Provide that the child support order Is based an the noncustodtal parent’s earnings, Income, and athar evidence of atility to pay that:
{i} Takes into consideration alf earnings and Income of the noncustodial parent (and at the State's discretion, the custodial parent);
{il)Takas into consideration the baskc subsistence needs of the noncustedial parent {and at the State’s discretion, the custodial parent and children) who has a limitad
abllity to pay by incorporating a low-Income adjustment, such as a salf- support reserve or some other method datarmined by the State; and
(iil] if imputation of income Is authorlzed, takes Into consideration the specific circumstances of the nancustodial parent (and at the State's discretion, the custodiat
parent) to the extent known, including such factors as the noncustodial parent’s assats, resldence, employmant and earnings history, job skilis, educational attainment,
literacy, age, health, criminal record and other amployment barriers, and record of seeklng work, as well as the local job market, the avallability of amployers witling to
kire the noncustodial parent, prevailing earnings lavel In the local communfty, and other relevant background factors in the casa.
{2) Address how the parents will provide for the child’s health care needs through private or public health care coveraga and/or through cash medical suppest;
{3) Provide that Incarceratlon may not be treated as voluntary unemployment in establishing or modifying support orders; and
{4) Be based on spaciic descriptive and numeric eriterla and result in 2 computation of the child support cbligation.
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Analysis of
Economic
Data on the
Cost of Raising
Children

7
v e . . e
Existing Alabama Schedule Is Based on Economic Data on the Cost of Raising Children
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Alabama schedule is based on a national study of child-rearing expenditures that was realigned to account for Alabama’s
below average income
National study: Betson, David M. {Mar 2021}, “Appendix A Parental Expendituras an Children.” In Venohr, |. and Matyasfc, 5., Review of Arizena Child Support Guidsfines: Findings from
the Analysls of Case File Daia and Updating the Child Support Schedule. Report to the Arizona Supreme Court Administrative Office of the Courts
hitpsiffwwwazcourts.gov/Portals/74/FCIC-CSGR/SupplementalPacket-030121-FCIC-CSGRS pdRve=2021-02-26-161844-187 g
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Child Support Schedules Are Part Economic Data and Part Policy
Things in blue are what can be updated if no major change in assumptions

. Adjustments are made to those estimates:

Relate to estimates of child-rearing expenditures

No new studies since last review except FL study that is not used by any state

+ Update to current price levels due to data lags

. Update to most current federal and state income tax rates and FICA

. Possui:bif update forchangesm themcome/pnce gap b»e;tv‘vée’n .Alaba:ma_ and US average
- Relate to after-tax income rather than family expenditures (i.e., factor in average

household savings, donations, and other expenditures outside the home)

» Exclude chiidcare expenses and the child’s healthcare costs except for up to the first
$250 per child per year (update how we separate cost for chlid healfhcare and adult

healthcare)

Assumptions and Data underlying AL Current Guidelines Schedule and Updates and Alternatives

Current

Gther Optlons/Nates

1. Guidelines Model

Income Shares

* 42 statesre \y on income shares
» 3 states [DE, HI, & MT): Melson farmula, 7 states use % of obllgor income
» Other guidelines models

2. Economic Study

5th Betson study using the Rethbarth methadology {BRS) to separate
child-rearing expenditures from total expanditures from the 2013~
2019 Consumer Expenditure {CE) Survey

* No study using more racent expenditure data, 2021 Fl study w/ same data years
» All states updating thelr schedules rely on 8RS, 13 states base on BRS

3. Prica lavels

August [} 2021 priea levals

2025 price levals
As of Sept. 2024 price levels (15.2% increase- but doasn't mean 15.2% fncreasa in
schedule amounts becausa incomes have also increasad)

4, Adjustment for AL
Income/pricas

Raealigned for Alabama's Incomes using 2019 income data

+ 2019 AL price parity = 85,8%; 2022 Al price parlty = 87.8%
s {1 2019, Al median income was 81.7% of US average median income

4. Exclude childeare,
childfs haaltheare
axpanses

Excludes all but the first $250 per ¢hild per year In ordinary, out-of-
pocket medical expenses

Use more current data to separate adult and child heaithoare (2019 v, 2021}

« A faw states exclude all medical expansas from schedule

» Advantage:don't have to explain $250

+ Disadvantzge: all children have some expense, so more receipt sharing

5. Convarsion of
aconomic study to after-
tax incoma

+ Use axpenditures to net income ratles from sams subset of CE data
v Cap expahditures at very low-incoma so families aren’t asked to
spend more than thelr incoms

* Most zlternative assumptions argue for higher (due to housing costs, parents should
dip Into savings)

6. Conversion to Gross
Income

v 2021 federal and state Income tax withholding formulas for a single
taxpayer and FICA

2025 faderal and state incoma tax withhelding formuias and FICA
Varlous other tax assumptions {e.g., tax rate of a famlly would produce increasas)

-

7. Income range of
schedule

* Lowest: 50-5250/mo
Highast: $30,000 gross per month

.

Lowsst; Policy declsion
+ Highest: $40,000 gross per month (7)

OFHER, Low-income
adfustment Is not n
schedule, but worksheet

* Salf-support reserve of $981 per month, which is based on the
2021 Federal Boverty Guldelines— FPG-- for 1 person {$4,073)
adjusted for ratic of median income of AL and US average and
difference between net and gross ihcome; and rebuttabla min
order of $50 and 85% adjustment

7024 FPG = $1,255 per month
* 558, minimum ordar, and phass-out are policy decisions (discussed in more datall

latar)
10
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Next Steps and
Questions

il

Next Steps and Questions

CPR AND DHR

+  Obtain data extract to meet federat data requirements

+ Develop standard data extract, dictionary, and analysis for trend analysis for each quadrennial review
*  Targeted timeline: early 2025

CPR
* Prepare updated, baseline schedule using same assumptions but more current economic data
*  Targeted timeline: Mid-Feb 2025 (January 2025 price levels wili be available}

Committee

* Besides case file data, what other informaticn is useful when reviewing potential updates to the schedule
and SSR adjustment?

*  What other guidelines provisions should be reviewed or considered?

+ Besides the federal data requirements, what case file data should be tracked over time and how should it
be analyzed/reported (e.g., median amount/ranges; analysis of particular subgroups)?

iz
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