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EXECUTIVE SUMMARY

WhenFaCSlastappearedbeforethisHouseofRepresentativesInquiry into Child Custody,
theCommitteeraisedanumberofissuesthatwarrantedfurther informationbeingprovided
to theCommitteeby FaCS. Theseissuesfocusedpredominantlyon child supportmatters.

Themainissuesthatwereraisedby theCommitteeincluded:
• thediversityofAustralianfamilies;
• thepossibleimpacton child supportandgovernmentbenefitsif therewasagreater

incidenceof 50/50sharedparentingby separatedparents;
• thepossibilityoftaking anewpartner’sincomeinto accountwhenassessingchild

supportliabilities;
• thecostsofchildrenresearchusedfor child supportformulapurposes;and
• greaterinformationon thescopewithin existingadministrativearrangementsfor the

Child SupportAgencyto varychild supportliabilities accordingto various
circumstances.

Diversity of Australian families
SomemembersoftheCommitteesuggestedthatAustralianfamilieshadbecomemore
diverseoverrecentyearsandtherewasarisk that adviceto Governmentwasbasedon
outdatedunderstandingsofAustralianfamilies.

FaCSsharestheview that adviceto Governmentneedsto besoundlybasedonthebest
availableandmostcurrentevidence.This is oneof thereasonsFaCSsuggestedto the
currentGovernmentthatit neededto investheavilyin quality, newdataaboutthefamily,
householdandwork arrangementsofAustralianfamiliesand, importantly,howthese
family arrangementschangeovertime. Thefirst waveofdatafrom thenewHousehold,
IncomeandLabourDynamicsin Australia(HILDA) longitudinalsurveyhasalreadygiven
usaricherunderstandingofthediversityanddynamicsofAustralianfamilies,withmore
informationto beavailablein lateryearsthroughfollow-up datacollections.This
complementstheinformationavailableonAustralianfamiliesfrom theABS, othersocial
surveysandadministrativedatasets.

Themain findingswehavedrawnto theCommittee’sattentionaboutAustralianfamilies
include:
• thegrowingincidenceofseparationandgrowthofloneparenthouseholds;
• thehigh incidenceoffamily separationthatinvolvesveryyoungchildren;
• themanyvariationsofhouseholdarrangementsinvolving children,whichvary from

living withbothbiologicalparents,living with only onebiological parent,living with
onebiologicalparentandotherrelatives(especiallygrandparents),onebiological
parentsharingaresidencewithnon-relatives,to childrenbeingcaredfor in households
with no biologicalparent;

• the loweraverageincomeoffamiliesthathaveseparatedcomparedto thosethat are
intact,andthatloneparentshavelower averageincomesthanthosewho have
repartnered.
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TheCommitteemayfind theinformationwehavedrawntogetheron thepost-separation
experienceoffamiliesmostinteresting:
• bothmenandwomenwho haveseparatedgenerallytakesometimebeforetheyform

newrelationships,andanumberdo notrepartner;
• manynewrelationshipspost-separationoftendo not involvecohabitationat first, but

maythenprogressto cohabitationand/orremarriageat a laterstage,with defacto
relationshipsnowmuchmorecommonthanremarriage;

• thosepeoplewho do repartnertendto do sowith someonewith asimilar socio-
economicsituation(employmentstatusandincome),educationalattainment,race,etc.;

• thereis widevariationin the involvementofnewpartnersin raisingchildrenwhere
theyarenot thebiologicalparent;

• secondandsubsequentrelationshipsofpeoplewhohavepreviouslyseparated/divorced
havea greaterlikelihood of alsofailing, andsomeparentscanhaveanumberof
relationships,sequentially,overarelativelyshortperiod.

Impact of more 50/50 shared parenting
TheCommitteeaskedFaCSto do someanalysisofthepossibleimpactofmorefamilies
havinga50/50sharedcustodyarrangement,andFaCShaspreparedestimatesofthe
potentialimpactonoverall child supporttransferredbetweenparentsandtheimplications
for spendingongovernmentincomeprograms.This hasbeenpreparedon themostreliable
basisusingexistingadministrativedatasources,butdoeshaveanumberof caveatsand
assumptionsthatwehavespeltout fortheCommittee.

Theseestimatespreparedby FaCSsuggestthatfor everytenpercentofthe child support
populationshiftingfrom thecurrent(usual)situationofoneparentwith solecareandthe
otherparenthavingverymodestcontactto a situationwherecareis shared50/50:
• therewouldbeanetreductionin child supporttransferredofaround$120 million a

year,reflectingtheimpactwithin theexistingchild supportformulaoftakinginto
accountgreatersharedcareandcoststo thepayer;and

• therewouldbea costto theAustraliangovernmentofaround$52 million ayear,
largelyreflectingtheincreasedrateofassistanceprovidedto thesecondparentwho
nowhassharedcareoftheirchildren.

Thecostto governmentwouldbehigherif governmentintroducedlegislativechangesto
makeParentingPaymentavailableto morethanoneparentorreducedNewstartAllowance
requirementswherebothparentsweresharingequallyin thecareoftheirchildren.

Suggestion to include new partner’s income in child support assessments
At theprevioushearingwhenFaCSappearedbeforetheCommittee,theCommittee
suggestedthatfurtherconsiderationshouldbegivento includingtheincomeofnew
partnersin assessingthechild supportliability, drawingupontheexampleofa low-middle
incomepayercontributingchild supportto thehouseholdofa formerspousewho has
repartneredwith someoneon ahighincome.

ThisCommitteeis not the first to considerthepossibilityof includingtheincomeofnew
partnerswhencalculatingchild supportliabilities. Pastdeliberationofthis issue,whenthe
child supportformulawas first developedaswell aseverymajorreviewsincethen,decided
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thatit wouldnothavebeenasoundstep. It woulddilutetheresponsibilityofbiological
parentsforthefinancialsupportoftheirchildren(shiftingsomeorall of it to newpartners
ofseparatedparents)andwould removethefirst keyobjectiveof ourcurrentchild support
arrangements.

FaCShasalsocometo this conclusionthatthereshouldbe no changeto thetreatmentof
incomesof newpartnersfor anumberofreasons:
• thedynamicsofrelationshipformationnotedabovedoesnot suggestthis is astatic

situationwith manychangespossibleoverarelativelyshorttime;
• theexamplecitedby somemembersoftheCommitteeof aresidentparentrepartnering

with someonewhohasahighincomeis verymuchan exception,drawinguponthe
researchthatpeoplerepartnerwith like people;

• formanyseparatedparents,therecanbescantclarityandconsiderableadministrative
difficulty arounddeterminingwhethertheyhavearelationship(involving
cohabitation)whereit canreasonablybeexpectedthatthenewpartnerwill contribute
financially to raisingchildrenthat arenot theirown;

• asanychangewouldhaveto applyto anynewpartnersofboth thechild supportpayer
andpayee,therewouldbeamultiple increasein theadministrativecomplexityand,we
would suggest,in thecomplaintsreceivedthatrelatedto child supportarrangements;
and

• including theincomesofnewpartnersin child supportassessmentswould alsomore
thanlikely leadto evenfewerpayersandpayeesrepartnering,asnewpartnersare
discouragedby theincreasedfinancialresponsibilityinvolved.

Thescenariospreparedby FaCSdesignedto showthepossibleimpactof includingnew
partnerincomesdemonstratethattherewouldbelargechangesto child supportpaidand
receivedin theexceptionalcasewhereoneseparatedparentrepartnerswith someoneona
highincomeandtheotherseparatedparenthasalow income. Moremodestincomesof
newpartners,theusualcase,would havealesserimpacton child supportliabilities. -

In theseexamples,thereis little changeto governmentbenefits,with thechangeshownto
predominantlyimpactdirectlybetweenpayersandpayees.Thesescenariosalso
demonstratethe administrativecomplexityofsuchanarrangement,evenwith the
assumptionthatassumedfinancialresponsibilityofnewpartnersis not contested.

Costs of children research
At theprevioushearing,theCommitteeaskedanumberofquestionsrelatedto theresearch
aroundthecostsof children. While theoriginal submissionby FaCSto thisCommittee
includedsomeinformationon thecostsofchildrenresearch,this Supplementary
Submissionincludesmoredetailedinformationandassessment(includingcaveats)ofthe
findings fromboththeNational Centrefor SocialandEconomicModelling (NATSEM)
andtheSocialPolicyResearchCentre(SPRC)research.

Onbalance,FaCSsuggeststhatthechild supportformulaasit currentlyoperatesis broadly
well basedwhencomparedto theresultsofthe costsof childrenresearch.The
administrativesimplicity andimpactofthe currentformulabasedongrossincomeand
indifferent to theageofthechild compareswell, broadly,to theresearchthat shows
familiesonhigherincomespayingmorefor theirchildren(thatdeclinesasaproportionof
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incomeasincomeincreases)andthecostsofchildrenincreasingastheyage. As notedin
ourearliersubmission,theresearchdoesprovidesomesupportforthemeasure
(recommendedby theJoint SelectCommitteeon CertainFamily Law Issues)and
introducedby theGovernmentto reducethehigh-incomecapappliedto child support
assessments.Thiswasdefeatedby theSenatein June2001.

Change to formula assessment

TheCommitteealsoraised,at theprevioushearing,anumberofissueswhich separated
parentscanaddressin thechangeofassessmentprocess.Relativelyfewpeopleseeka
variationfrom formulaassessment,althoughthosewho do seeksuchanadjustmentappear
to haveareasonablygoodsuccessrate. Detailsareprovidedon thenumbersinvolved and
theissuesto beconsideredin takingintoaccountthroughthechangeof assessment
process:
• legal costsrelatingto contact;
• thecostsrelatingto anotherpersonthatthepayeehasalegal duty to support;and
• parents’expenditureon re-establishingthemselvesafterseparation.
Therearewaysto betterpromotecurrentarrangements.
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1. PURPOSE OF SUBMISSION

Thepurposeofthis supplementarysubmissionis to providearesponseto the
Committeeon themajorissuesraisedwith FaCSatthehearingof15 September2003.
Theseissuesincluded:

• diversityoffamilies;
• possibleimpacton child supportandgovernmentassistanceif therewere

increasedtake-upof50/50 sharedcarearrangements;
• possiblechangesto thewayin whichthechild supportformuladealswith

repartnering;
• costofchildrenresearch;and
• howparents’ specialcircumstancesareaddressedin child supportassessments.

2. AUSTRALIAN CHILDREN AND FAMILY DYNAMICS

Living arrangementsfor children,andtransitionsin familieswith childrencanbevery
dynamic.FaCSunderstandsthis andseeksto takeit into accountin its adviceto
Government.

Themajority ofAustralianchildrenlive withbothbiological parents(whethermarried
or in adefactorelationship)throughouttheirchildhood.Of childrenborninto an
intact family, 73 percentwill havetheirparentsstill living togetherwhenthechild
turnseighteen.But giventhatsomearebornto alonemotherthepercentageofall
childrenthat arewith bothbiologicalparentsfor theirwhole 18 yearsis 70 percent
(deVausandGray2003).Thatmeansthat30 percentofchildrenexperience
transitionin theirfamiliesor live with justoneorneitherbiologicalparentuntil they
are18 years.Financialsupportfor thosechildrenwill potentiallybeaffectedby any
changeto thecurrentChild Supportsystem. Child supportrecordsshowthat 27 per
centofchildrenareunderoneyearold whenchild supportfirst becomespayableand
70 percentareunderthe ageofsix.

An exampleofthevarietyoffamily formswhich includechildrenis thatthirteen
differentliving arrangementsfor childrenunder15 yearswereidentifiedin 2001 at
thetime oftheHousehold,IncomeandLabourDynamicsin AustraliaSurvey
(HILDA). Thosearrangementsincludedliving with a soleparent(thenextlargest
groupafterthoseliving with bothparents);living with asoleparentwhohas
repartnered;andliving with neitherparent.BothHILDA and child supportdata
suggestthat around6 percentofseparatedparentssharethecareofchildren(each
parenthasthechildrenin theircarefor atleast30 percentofnightseachyear).

TheHILDA resultsshowedthat atthesurveydate26 percentofchildrendid not live
with bothbiologicalparents;and1.2percentdid not live with anybiological parent
(Brandon2003).A child canexperiencemultiple transitionsafterparentalseparation,
notalwaysinto a stablesteporblendedfamily. Subsequentrepartneringafter
separationcanbreakdownandotheradultsin ahouseholdcanincludegrandparents,
siblings,auntsanduncles.AIFS analysisoftheHILDA resultsrevealsthatby the age
of 18 years,at least12.9 percentofchildrenbornbetween1976 to 1983had
experiencedthreeormorefamily transitions(whereafamily separatesor forms)by
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thetimetheyreached18 yearsof age(de VausandGray2003). An indicatorof
multiplebreakdownsis providedby child supportstatisticsthatshow45 000payees
receivechild supportfrom two ormorepayersand40 000 payerspaychild supportto
two ormorepayees.

Therearemorevariationsin children’sliving arrangementswhich arenot includedin
theHILDA surveyfor technicalreasons.Theyarechildrenliving in institutionsor
boarding,andsomeofthe scenariosexperiencedby Indigenouschildrenin remote
communities.

Thefinancialresourcesavailableto carefor childrenvary accordingto family type
andliving arrangements.Intact familiesaregenerallyfinanciallybetteroff than
others,with theHILDA datashowingmarriedbiological parentsashavingthehighest
medianannualincomeof all thegroups($61 833) (Brandon2003).Oneofthereasons
for this is thatmarriedwomenwith childrenaremorelikely to be in full-time
employmentthansinglemothers,althoughthenumbersof singlemothersin part-time
employmenthasmorethandoubledsince1983 (Grayet al 2003).

While elevenpercentofchildrenin 2001werebornto alonemotherliving withouta
partner,divorceandseparationarethemainpathwaysto singleparenthood.The
secondlargestgroupofchildrenunder15 yearsin HILDA (19.3percent)live in a
soleparenthousehold,includingthosewhereagrandparentmayalsobepresent
(Brandon2003).TheABS projectsthattheproportionof0-14yearolds in one-parent
familieswill increaseto 22 percentin 2021 (ABS l999b).

Themedianincomesofloneparents($18275 for singlemothers,$22 800 for single
fathers)showsthatbecomingaloneparentusuallyinvolvesa substantialreductionin
financialcircumstances.Womenin particulararefoundto be financially
disadvantagedby divorce.Communication,relationshipproblems,abuseandexternal
pressureshavebeengivenasreasonsfor divorce(Wolcott& Hughes1999). Family
Courtfiguresshowthat 30 percentofpeoplegivefamily violenceasareasonfor
seekingseparationand5 percentofapplicationsfiled aboutchildren’smatters
involve allegationsofabuse(Brown2003).

Ofchildrenliving in soleparentfamilies,somealsolive with agrandparentpresent
(15.9percentlive with amotheronly; 1.9 percentwith afatheronly; 1.5percent
with theirmotheranda grandparent;and0.1 percentwith theirfatheranda
grandparent)(Brandon2003).Studiesof intergenerationalsupportrevealthatit is
morelikely that grandparentsin multi-generationalhouseholdssupporttheirchildren
andgrandchildrenratherthanthegrandparentbeingpresentin orderto receivecare
forthemselves.

ABS remarriagedatafrom 1976onwardsshowsthatthe incidenceofremarriageis
decreasing,womenarelesslikely to repartnerthanmenandtendto takelongerthan
mento remarry. In 1993 themedianintervalto remarriagefordivorcedpeoplewas
3.2 yearsfor womenand2.8 yearsfor men. Theseintervalshavechangedlittle in
recentyears(ABS 1995).

AIFS researchhasshownthat, althoughrepartneringmaybring economicbenefits,
non-fmancialconsiderations(suchaspersonalemotionalwellbeingandthatof
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children)aswell aspracticalmattersarereasonswhymanydivorcedpeopledo not
repartner(Smyth& Weston2000). Menaremorelikely to remarrythanwomenand
mentendto marrysomeoneyoungerthanthemselves(ABS 2000). Otherstudies
suggestthis possiblyreflectswomen’slowerdesireto remarrycomparedwith men,or
thattheyhavefeweropportunitiesto find apartner,particularlywhentheyhave
childrenin theircare(DeVausetal 2003).

In 2001, 33 percenteachofgroomsandbrideswho remarriedhadchildren(aged
under16 years)from previousmarriages.Thiswasdoubletheproportionin 1981
when16 percentofgroomsand 17 percentofbridesremarryinghadchildren(ABS
2002). However,marriageratesdo notreflectthe currenttrendtowardsrepartnering,
with AIFS suggestingmostloneparentswould eventuallyrepartner.

Thedeclinein theratesofremarriageandtherisein numbersofpeoplecohabiting
beforemarriageindicatethatfewerpeoplearechoosingto remarrybut to repartner
throughcohabitation. In 2001,72 percentofcouplesindicatedtheyhadcohabited
priorto marriagecomparedwith 31 percentin 1981 (ABS 2002). Foraproportionof
parents,theremaybeserialrepartneringasnewrelationshipsbreakdownandothers
areformed.Although thereis not enoughdatato analysetherateordurationof
defactorepartneringofparentswith children,weknowthatstepor blendedfamilies
aremorelikely to be formedby defactoratherthanmarriedcouples.

In 1997,theABS reportedthatstepfamiliesmadeup 4 percentoffamilieswith
childrenaged0-17years,andblendedfamilieswere3 percentofall suchfamilies. In
2001,38.5 percentofblendedfamilies in whichtherewasa child under18 were
formedby acohabitingcoupleandin 53 percentofstepfamiliestheparentswere
cohabiting1(Gray2003). 6.5 percentof child supportpayerscurrentlyhaveanatural
oradoptedchild from adifferentrelationshipin theircare.

AIFS analysisoftheHILDA datafinds thatby thetime childrenhadreached15 years
ofage, 16.6percentofchildrenbornbetween1981-85hadlived in asteporblended
family. At thetimeofthesurvey,HILDA reported5.9 percentof childrenunder15
yearsliving with abiological parentandtheparent’spartner(whetherdefactoor
married)(Brandon2003).Thisshowsthatthereis adegreeofmovementfor children
in andoutoffamilies formedfromrepartnering.

Divorcedatashowsthatcouplesthatwerepreviouslydivorcedareslightly more
likely to divorcethanthosewho hadnotbeenpreviouslymarried(ABS 1999a).AIFS
suggeststhatsecondrelationships(whethermarriedordefacto)aremorelikely to
breakdownthanthefirst (Gray2003).FaCSParentingPaymentsClaimsSurveys
revealthatrelationshipbreakdownis oneofthemostsignificantreasonsfor claiming
ParentingPaymentatthe singlerate(FaCS2002).This supportsevidenceprovided
earlierin thesubmission,thatmanychildrenexperiencemultiple family transitions

‘ABS defmition:A blendedfamily is a couplefamily containingtwo or morechildren,of whomat
leastoneis thenaturalchild ofbothmembersof thecouple,andatleastoneis the stepchildof
eithermemberof thecouple.A stepfamily is a couplefamily containingoneor morechildren,at least
oneof whomis thestepchildof eithermemberof thecoupleandnoneof whomis thenaturalor
fosterchild ofbothmembersof thecouple.
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afterparentsseparateassubsequentrelationshipshaveagreaterlikelihood of
breakingdown.

TheHILDA datareports1.2 percentofchildrenliving with no biologicalparent.This
includesthoseliving with grandparents,fosterparents,andotheradultsincluding
siblings (Brandon2003).

2.1. Summary of incomes of child support payers and payees
Capacityto paychild supportis primarily determinedby aparent’sincome.The
following tableoutlinestheweeklychild supportliability ofparentsregisteredwith
CSA. Theaveragechild supportin all casesin July 2003was$57.23perweekand
over50 percentofCSA payerspay$40 or lessin child supportweekly.

Table 1: How much do parents pay?

Proportion of CSA payers Weekly child support

~‘rkss
56.2°O $40 or less
78.5% $100 or less
21.5% $100 ormore

Source:CSAClient ResearchDataset,June2003

ThereasonforthelargeproportionofCSApayerspayingverymodestamountsof
child supportis dueto thehigh concentrationofpayerswith low incomes.Payers’
medianincomeis $19 814. An evenlargerproportionofCSApayeesareon low
income(CSA, unpublisheddata).

Table 2: Child support income of payers and payees

Income Range Payer Payee
$

______—- Number Percentage Number Percentage
0-10.000 217.808 31 .8 506,466 * 74.0 *

10,001-20,000 125,245 18.3
20,001-30,000 129,117 18.9 97,843 14.3
30,001-40,000 85,468 12.5 42,218 6.2
40,001-50,000 55,910 8.2 20,485 3.0
50,001-60,000 31,890 4.7 9,984 1.5
60,001-70,000 16,240 2.4 3,644 0.5
70,001-80,000 8,275 1.2 1,432 0.2
80,001-90,000 4,585 0.7 729 0.1

90,001-100,000 2,651 0.4 413 0.1
100,001-110,000 1,671 0.2 265 0.0
110,001 and over 5,290 0.8 669 0.1

All 684,150 100.0 684,148 100.0

Source:CSA ClientResearchDataset,June2003

* This number and percentage for payeesrelatesto theincome range $0-20,000.
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Around91 percentofCSA Collectpayersaremaleand9 percentarefemale.
Likewise,around9 percentofCSA Collectpayeesaremaleand91 percentofCSA
Collectpayeesarefemale(CSA, unpublisheddata).

2.2. Extent to which payers and payees repartner with
highlmedium/low income earners

TheChild SupportAgencydoesnot collectfigureson theincomeofnewpartnersof
child supportpayersandpayeesastheirincomeis irrelevantto thecurrentcalculation
ofchild support.

FaCScanbuildapictureofthe likely repartneringtrendsby incomerangethrough
researchonremarriage,repartneringandlabourforceparticipation,but this is
indicativeonly oflikely trends.Theacceptedview amongresearchersin this field is
that“like marrieslike” andthis appliesto arangeofcharacteristicssuchasattitudes,
values,height,appearance,ethnicityandclass. Overall,theresearchindicatesthat
peoplegenerallypartnerwithin a similar incomerange.

Morerecently,therisein Australiain thepercentageofmenandwomenwho arenot
living with apartnerhaspartlybeenattributedto amismatchbetweenthetypesof
menandwomenwho areavailableto partner.Disproportionatenumbersof
unpartneredmenhavelow educationlevelsandpoorjob prospects,with economic
restructuringplayingamajorrole. It seemsthat bettereducated,employedwomenare
choosingnot to partnercomparedwith thealternativeofpartneringwith a less
educatedorunemployedman,notbecausetheyarenot good“breadwinners”but
becausetheyareregardedasunlikely to contributeto an equalcollaborative
relationship(Birrell andRapson1998).

It is atypicalfor aperson(manor woman)on alow incometo partnerwith ahigh
incomeearner.As mostmalepayersofchild supportareonalow income,it is likely
theirrepartneringprospectswith awomanin amuchgreaterincomerangeareslight.
Similarly, asmostrecipientsofchild supportarenot employedbut dependentupon
welfarepayments,theyalsohavealow likelihoodofrepartneringwith someonewith
muchhigherincome.

Thefiguresandresearchindicatethat:

• Parents(especiallywomen)delayrepartneringandwhentheystartarelationship,
will not necessarilycohabitbut live separately.Thereseemsto beatransitional
stagewheretheotherconcernsoutweightheprospectofthefinancialbenefitof
repartnering.

• In thetransitionalstage,for parentson ParentingPaymentsingletheremaybea
financialdisadvantageto repartneringwith someonewho is alsoonalow
income,butwhentheydo repartnerandcohabit,theseparentstypically do so
with othersona low income(Gregory2003).Oflow incomeparentson
ParentingPaymentwhodo repartnerandcohabit,therelationshipwill break
downroughlyhalfofthetime.
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• Mothersaremorelikely to be employedif theyarein acouplerelationship.It is
likely that employedwomenpartnerwith employedmen,andthatmothersfeel
betterableto participatein employmentif theyarepartnered.Conversely,single
motherswhobecomeemployedmaybemorelikely to repartnerthanthosewho
stayoutoftheworkforce.

• Generally,peoplepartnerwithin asimilarsocio-economicrange.Birrell and
Rapsontheorisedthatbettereducatedand employedwomenmaypreferto
remainsinglethanpartnerwith someoneless educatedor unemployed.

3. IMPACT ON CHILD SUPPORT, FAMILY ASSISTANCE AND SOCIAL
SECURITY OF INCREASED TAKE-UP OF 50/50 SHARED CARE
ARRANGEMENTS

If therewerean increasein thenumberofseparatedfamilieswhoadoptedbroadly
equalcareofchildrenafterseparationratherthanoneparentcontinuingto havethe
soleorpredominantcare,themain impactson child supportandsocialsecurity
payments,includingFamily TaxBenefit (FTB), wouldbeasfollows:

• areductionin thelevel ofchild supportpaidbetweenformerpartners,andsome
payersbecomingpayees(andvice-versa);
• thiswould resultfrom applicationofthe lowerpercentagesfor sharedcarein

theformulaandtheoffsettingofeachparent’schild supportliability to the
other;

• a swapbetweenpayers/payeeswould occurwherethepayee’sincomeis
greaterthanthepayer’sincome;

• areductionin FTB PartA and/orPartB to oneparent,andthe otherparent
becomingeligible for asharedrateofFTB PartA and/orPartB;
• full rentassistanceatthe“with child” ratemaybepaidto both(ie it is not

affectedby thesharedcarepercentage);
• the impacton FTB PartB would in manycasesbea50 percentreductionfor

oneparent,matchedby a 50 percentgainto theotherparent. However,this
dependson whethertheparentshaverepartnered(andincomeofthe
secondaryearner),andthepresenceofanyotherchildrenfrom other
relationships;

• anincreasein the level of socialsecurityincomesupport;
• if theparentnow with extracareis receivingNewstartAllowanceandis

single,thehigher“with child” ratewould generallybecomepayable.
However,if theotherparentwasnot alreadyreceivingParentingPayment
(eg, incomeis abovethecut-outlevel), theparentwith extracarecould
becomeeligible for ParentingPayment;

• if theparentwith reducedcarealreadyreceivesParentingPayment,this
wouldcontinueatthe samerate.

A precisecostingof suchachangewould requirefull detailsofthe incomesof
familiesaffected,andnumbersofnaturalandstepchildren,ofall payerandpayee
families. Suchinformationwouldonly becomeavailableuponpayersclaimingFTB.
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However,FaCShasundertakensomeindicativemodellingto estimatethebroad
financialimpactof increased50/50 sharedcare,usinganumberofsimplified
assumptions,andnotingsomelimitationsofreadilyavailabledata. Theseinclude:

• assumingthatthe greaterincidenceofsharedcareoccursevenlyacrossthe
incomedistributionofseparatedparents;

• assumingthereareno behaviouralimpactsdueto theextra/reducedcare(eg, no
changein employmentlevelby eitherparent);

• notinglimitationsondatafor payerfamily incomes,sothatpayerincomewas
derivedfrom child supportpaid,andthusdoesnot includeanypartnerincomefor
thosepayerswhohaverepartnered;

• usingapproximationsoftheexpectedaverageratesofFTB PartA forparents
gainingpayment,andassumingtheproportioneligible forrentassistancewould
be similarto thegeneralNewstartpopulation;

• usingapproximationsofthereductionin child supportforparentswith reduced
care;

• assumingthatthevaryingimpactson FTB PartB fordifferent family
circumstancesbalanceout approximatelyequally(ie theoveralleffectis neutral).

In termsofthescenariowherean additional 10 per cent ofthe child support
population(68 500 separatedfamilies)adoptequalcareof childrenafterseparation
from thecurrentsituationwheretheaveragelevel ofcareby oneparentis verylow, it
is estimatedthat:

• the amountofchild supporttransferredbetweenpayersandpayeeswould reduce
by $120million peryear,includingby $101million for caseswhereFTB is also
received(58 600 separatedfamilies);

• overall, the increasesin FTB PartA ($160million, average$105pf) would
exceedthereductionsin FTB PartA (total $133 million, average$88 pf),
resultingin extragovernmentexpenditureof $27million peryear;

• the separategainin rent assistanceforparentswith extracarewouldbe
$12.5million peryear(17 500 customers);

• the increasein NewstartAllowanceoutlaysdueto receivingthesingle,with
dependentchild, ratewouldbe $12.5million peryear(15 700 customers).

In total,thenetcostto governmentwouldbeofthe orderof$52million ayearfor
eachadditional 10 percentofthechild supportcaseloadoptingfor 50/50care(from
theexistingaveragesituationofoneparentwith “sole” careandtheotherparenthas
very limited care).

If thenumberofseparatedfamiliesadoptingequallysharedcarewereto increaseby
anextra20 percent,orby anextra30 percent,thefinancialimpactsnotedabove
would approximatelydouble,or triple, respectively.
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4. PRINCIPLES AND PHILOSOPHY OF THE CHILD SUPPORT SCHEME
TheChild SupportScheme(CSS)wasintroducedwith thebi-partisansupportof
Parliamentto addressseriousconcernsaboutchild andloneparentpoverty
(AustraliaParliament1986).

Privateparentalresponsibilityfor thefinancialwellbeingofchildren,ratherthan
relianceonGovernmentfundedprograms,is theunderlyingphilosophyofthe
Scheme.

Theobjectivesof theSchemewereamendedby theGovernmentin 1997. Theyare:
• parentssharein thecostofsupportingtheirchildrenaccordingto theircapacity;
• adequatesupportis availableto all childrennot living with bothparents;
• Commonwealthinvolvementandexpenditureis limited to theminimum

necessaryfor ensuringchildren’sneedsaremet;
• work incentivesforbothparentsto participatein the labourforcearenot

impaired;and
• theoverall arrangementsarenonintrusiveto personalprivacyand aresimple,

flexible andefficient (AustraliaParliament1997).

Thelegislativeframeworkfor theoperationofthe Child SupportSchemeis contained
in theChildSupport(RegistrationandCollection)Act1988, andtheChildSupport
(Assessment)Act1989. Thechild supportlegislationprovidesfor administrative
assessmentofchild supportpayable(theformula).

5. CURRENT PRINCIPLES AND PRACTICES OF THE CHILD SUPPORT
SCHEME WITH REGARD TO SECOND FAMILIES

This sectionsetsoutcurrentpracticewithin the Schemeregarding:
• thesharingofparentalincome;
• wherethepayerhasasubsequentfamily;
• thetreatmentofparentalincomewherethecareof childrenis shared;
anddiscussespreviousrecommendationsthathaveconsideredtheappropriatenessof
taking accountofincomesof newpartners.

5.1. Children share in the income of separated parents as if they were
still in an intact family

From theoutsetoftheScheme,theformulapercentagesweredefinedonthebasisof
thepropositionthatwhereverpossiblechildrenshouldenjoythebenefitofa similar
proportionofparentalincometo thattheywouldhaveenjoyedif theirparentslived
together. Thispropositionis basedontheview that childrenshouldnotbe the
economiclosersfrom the separationoftheparentsorwheretheparentsneverlived
together(CommonwealthofAustralia1988).

5.2. Treatment of families where they have subsequent children
Theformulamakesallowancewherethepayerhasasecondfamilyby recognising
“relevantdependentchildren”. A relevantdependentchild is definedasachild ofthe
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payerfrom anotherrelationshipfor whomthepayeris caring,andmaybeanaturalor
adoptedchild ofthepayer. It mayalsoincludeastep-childwhereacourthasordered
thataparentis liable for maintenanceandthechild subsequentlyliveswith that
parent.

Theexemptedincomeamountof apayerwith relevantdependentchildrenincreases
from 110 percentofthesinglepensionrateto 220percentofthepartneredpension
rate(e.g. from $12 315to $20 557per annum)plus an additionalratefor eachchild
($2235for a child under13 years,$3119for achild 13-15years,and$4672for a
child 16 yearsandover).

Forexample,Ben andJudithhavetwin children,CarolineandRebeccaaged6 years,
Benearns$39 000 perannumandJudith$19 000perannum. Theyseparate,with
JudithhavingsolecareandBen’s child supportliability is $7205. Benrepartners
with Pixie andsubsequentlyhasadaughterKim. As Kim is arelevantdependent
child, Ben’s child supportliability reducesto $4376.

In anotherexampleKenandDianahaveonechild, Staceyaged8 years,with Ken
earning$44 000 andDiana$35 000. Kenseparatesfrom Dianawho retainssolecare
ofStaceyandKen’s annualchild supportliability is $5703. Kenrepartnerswith
Shannonandtheysubsequentlyhaveachild Susan.Ken’s liability reducesto $3817.

5.3. Treatment where substantial care is provided by both parents
If bothparentssharethecareofoneormorechildren,oroneparentis an eligible
carerofoneormorechildrenandtheotherparentis alsoan eligible carerofoneor
morechildren,the child supportformulais modified. As canbe seenin Table3
below,thenormal formulapercentagereducesoncethepayerhas110 nights(30per
cent)with thereductionbeingdeterminedby theparticularlevelofcare— e.gmajor,
sharedorsubstantial.Thelevelofcareis usuallybasedon thenumberofnightsthat
thechild will staywith eachparentin thefirst 12 monthsofthechild supportperiod.

Table 3: Relevant child support percentage that would be payable for one child
according to the number of nights that child spends in the payee’s care

Sole 256 nightsormore 18

Major 220 - 255 nights

146 -219nights

Substantial 110 - 145nights 8
N.B. Thepercentagesmayvaryaccordingto thenumberof childrenthata payerhas,
or thepresenceofmultiple child supportliabilities.

Shared
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Thelevelsofcareandtheirassociatedtreatmentofparentalincomeareasfollows:

• Sharedcare
Sharedcareoccurswheretheparentssharecareofthechildrenfor between
40-60percentofthetime. For example,if achild liveswith theirmother4 daysa
weekandliveswith their father3 daysaweek,CSAcalculateswhateachparent
shouldpaytheotherto recognisethetime thechild is in theotherparent’scare.
Eachparent’sexemptedincomeis 110 percentofthe singlepensionrate
(currently$12 315). Thereis alsoan allowancefor eachsharedchild in theircare
andthepercentageis reducedto recognisethetime thechild lives with thatparent.
Forexample,for onechild in sharedcare,thepercentageis 12 percent.

• Substantialcare
Substantialcareoccurswhenaparenthasachild for atleast30 percentof the
nightsin thefirst 12 monthsofthechild supportperiod,but lessthan40percent
ofthenights.Forexample,2 nightsaweekplus halftheschoolholidays.CSA can
alsorecognisesubstantialcarethatis lessthan30 percentofthenightsif the
parentsagreethereis substantialcare.For theparentprovidingsubstantialcare,
theexemptedincomeis 110 percentofthesinglepensionrate(currently
$12 315),ie thesameamountasfor aparentwith lessthan30 percentcare.

• Major care
Major careoccurswhenaparenthasachild for 60 percentto 70 percentofthe
nights.CSA canalsorecognisemajorcarewheretheparentsagree.Usuallywhere
oneparentprovidessubstantialcarefor achild theotherparentwill beproviding
majorcareforthat child. Theexemptedincomeoftheparentprovidingmajorcare
is 220percentofthepartneredpensionrate(currently$20 557)plusanallowance
for eachrelevantdependentchild (determinedby theageofthechildren),ie the
sameasaparentwith solecare.

Additionally, theformulacanalsorespondto divided care,iewhereonechild lives
with oneparent,andanotherchild ofthesamerelationshiplives with theotherparent.
CSAcalculateswhateachparentshouldpaytheotherfor the childrenin theircare.
Theexemptedincomeamountofbothparentsis 220percentofthepartneredpension
rate(currently$20 557)plus anallowancefor eachchild (determinedby theageof
thechildren).Thedifferencebetweenthetwo amountsis thencalculatedandthe
standardpercentagesareusedin theformula.

Usuallyoneparenthasto paytheotherbecausethereis adifferencein theirincomes,
or thereis adifferencein theagesornumberofchildrenin theircare.

5.4. Previous recommendations on treatment of new relationships in
the child support formula

TheChild SupportConsultativeGroup (CSCG)tooktheview that “. . .theincomesof
newpartnersof eitherparentshouldbedisregardedin determiningtheliability of
thoseparentsto providefinancialsupportfor theirchildren,andthiswasstrongly
supportedby public submissions.TheSchemeis intendedto beonewhich operates
betweentheparentsofthechild orchildrenconcerned.Thisaccordswith thepresent
legalpositionundertheFamilyLawAct1975. Naturalandadoptiveparentshave
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primaryliability forthesupportoftheirchildren,andstepparentshaveonly aliability
thatis secondaryto thatofthoseparents”(CommonwealthofAustralia1988,p. 63).

TheChild SupportEvaluationAdvisoryGroup (CSEAG)in 1991 affirmed the
practiceofnot includingapartner’sincomein child supportassessments(thefocusof
theirdiscussionwasonnon-residentparentswhorepartnerratherthanresident
parents).Theyconcluded:

“The inclusionofnewpartners’incomewould greatlyincreasethecomplexity
oftheformula. Theremightbe furthercomplexitiesif, for example,some
reasonableadjustmentswereallowedto thenewpartner’sincome(suchasan
allowancefor thecostsofotherchildrenfor whichthepartner,butnot the
custodialornon-custodialparentwasresponsible— eitherstepchildrenor
childrenforwhom anotherchild supportliability wasdue)” (Commonwealthof
Australia1991,p. 229).

Thispositionwasfurtherreinforcedby theJoint SelectCommitteein 1994who
indicatedthattheywere

“. . ..concernedthattheinclusionof spousalincomewould tendto equalisethe
living standardsoftherespectivehouseholdsirrespectiveoftheirdecisionsor
actions. It would alsomeanthatthenewspouseswould beeconomicallylinked
until all thechildrenoftheirpartner’sformerrelationshiphadattainedtheage
of 18 yearstherebysharingthefull impactofdecisionsoverwhichtheyhaveno
control. TheJoint Committeeconsidersthis to beunacceptableandasaresult
considersthecurrentexclusionofspousalincomeby theformulato be
appropriate.This treatmentofspousalincomeis alsoconsistentwith theFamily
LawAct1975andthegeneralprincipleoftheSchemethatbiologicalparents
havetheprimaryresponsibilityfor thesupportoftheirchildren. Theinclusion
ofspousalincomein theformulawould also significantlyincreasethe
complexityandadministrativecostoftheScheme.” (Commonwealthof
Australia1994,p. 410).

6. TAKING PARTNER INCOME INTO ACCOUNT IN THE CHILD
SUPPORT FORMULA

TheCommitteehasrequestedinformationaboutthepracticalityandlikely impactof
taking theincomeofanewpartner(ofeitherorbothofthepayerorthepayee)into
accountin calculatingchild supportliabilities.

6.1. Objectives of scheme

As statedabove,theobjectivesofthe schemearethat achild shouldsharein the
incomeoftheirnaturalparents,accordingto theircapacityto pay. Thereis no
suggestionin thecurrentobjectivesoftheschemethat childrenshouldhaveaccessto
the incomeofnewpartnersoftheirparentspurelybecausetheirpartnershave
repartnered,still lessthatsuchaccessshouldbeenforcedby agovernmentagency.

Similarly, otherchildrenofthenaturalparentsaretakeninto accountin theformulaas
“relevantdependants”and,if acourtholds thenaturalparentlegallyresponsiblefor
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thecareofadditionalchildren,theycanalsobe counted. However,thepartner’s
childrenarenotusuallycountedin assessingthenaturalparent’schild support
liability.

Takingthepartner’sincomeinto accountwould representafundamentalchangein
theobjectivesofthescheme.

6.2. Existing treatment of new partners

TheprimaryobjectiveoftheChild SupportSchemeis to ensurethatthenatural
parentsofchildrenareprimarily responsiblefor their financialcarebasedon their
capacityto do so. Theincomeofanynewpartnerdoesnot changethatresponsibility.
Hencethecalculationofthechild supportliability is basedon theincomeofthetwo
naturalparents,taking into accountthechildrenoftherelationshipandotherchildren
ofthenaturalparents.Within theformula,therearepayerexemptincomeamounts
whichvaryaccordingto thenumberofrelevantdependants(asexplainedin
Section5.2),andthepayeedisregardedincome.

Thedifferenttreatment,undersocialsecurityandfamily assistancelegislation,ofa
newpartner’sincomederivesfromtheneedto direct governmentassistancefor
familiesandincomesupportto thosemostin need.

Hencefamily assistanceandincomesupportpaymentstakeintoaccountthe
compositionandjoint incomesof all themembersofthehouseholdto whichthe
paymentsaredirected. Wheretwo peopleareliving togetherasamarriedordefacto
couple,theirjoint incomeandthepresenceofanydependentchildrenis takeninto
accountin assessingentitlementto socialsecuritypaymentsandFTB. This
recognisestheability of eachmemberof acoupleto accessthepooledresourcesof
thehouseholdandactsto reduceGovernmentexpenditure.

Thusthetreatmentofpartnerincomein socialsecurityorFTB incometestingis not
relevantto thedesignoftheChild SupportFormula.

6.3. Difficulty of assessing de facto or marriage-like relationships
Section2 notedtheevidencethat separatedparentsoftentakesometimeto repartner,
do notnecessarilycohabitatleastinitially, tendto repartnerratherthanremarry,and
thehighincidenceofthesearrangementsfailing overtime andtheforming of
subsequentrelationships.

Givensuchtrends,anissueis atwhatpointin thedevelopmentoftherelationship
couldtheincomesofanynewpartnersofbothpayersandpayeesbe takeninto
accountforthe child supportassessment.

Currentsocialsecurityandfamily assistancelegislationtreatsde factoor
marriage-likerelationshipsthesameaslegallymarriedcouplesfor incometesting
purposes.Thereis no definition ofamarriage-likerelationship. Instead,decisions
mustbemadeona caseby caseapproachofwhetherthereis amarriage-like
relationshiphavingregardto all thecircumstancesoftherelationship,including:
• thefinancialaspectsoftherelationship;
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• thenatureofthehousehold;
• thesocialaspectsoftherelationship;
• anysexualrelationshipbetweenthetwo people;and
• thenatureofthecommitmentto eachother.

Decidingwhetherarelationshipis marriage-likeis widelyacknowledgedasavery
complexareaofdecision-making.Appealtribunalsandcourtshaveoftennotedthe
difficulties involvedin makingsuchdecisions,andit continuesto beanareathat
attractsa significantlevel ofappeals.

If incomeofpartnerswereto betakeninto considerationwhenassessingthechild
supportliability, amongtheissuesto beresolvedwouldbe:
• howthe defactorelationshipwould be assessed;and
• whetherthereshouldbesomeadditionalcriteriaregardingwhenthede facto

partnershouldassumesomefinancialresponsibilityfor theirpartner’schildren,
whichwouldnecessarilyleadto somereductionin responsibilityofthe
biologicalparent;
— Egafteroneortwo yearsofamarriage-likerelationship.

Clearly, substantialadditionaladministrativecomplexity,androomfor conflict
betweenseparatedparents,would bebroughtinto theScheme,andmorethanlikely
extrapartiescomplainingto boththeCSAandlocal MembersofParliament.

6.4. Effect on calculation of child support

Puttingasideforthemomentthe extremedifficulty ofadministeringsuch
arrangements,FaCShaspreparedscenariosillustratingthepossibleeffectoftaking
partnerincomeintoaccountwithin thecurrentformula, ie with nochangesto the
existingpayeedisregardedincomeorpayerexemptincomeamounts.Thesescenarios
areatAttachmentA.

In thesescenarios,wehavebroughttogetherexamplesoffour intact familieswith
children,with differingemploymentstatusandincomelevels,who all separateand
thenrepartner.

Wehaveconstructedtheseexamplessothatthe eightparentsrepartnerwith each
otherto a greateror lesserextent,to demonstratethe impacton child supportand
govenmientbenefitsofrepartnering.

ScenariosA (ii) illustratetheeffectof includingpartnerincomein thechild support
assessment,assumingthat theotherparentshavenotrepartnered. Fromthepayer’s
perspective:
• Dick paysthe sameamountasJill hasno income;
• thechild supportJackpaysincreasefrom $260to around$3500asSally’s

incomeis included;
• WoodypaysthesameamountasDorahasno income;
• thechild supportHarrypaysincreasesfrom around$12 900 to $28 900 asMia’s

incomeis included;

and,looking atthesamecasesfrom thepayeeperspective:
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• the child supportJill receivesdoesnot changeas:
• Jackis alreadyonminimumassessment;and
• Jill andDick’s combinedincomeis lessthanthepayee’sdisregarded

income;
• thechild supportSallyreceivesremainsthe same,asSally andJack’scombined

incomeis lessthanthepayee’sdisregardedincome;
• thechild supportDorareceivesdeclinesfrom around$4800to $1200as

Woody’sincomeis included;
• thechild supportMia receivesdeclinesfrom around$20500 to $12400 as

Harry’s incomeis included.

In thescenarioswhereapayerhasrepartneredwith apayee,butboththeir former
partnershavenotrepartnered(ScenariosA (ii)):
• thepayerfamilyhaslowerdisposableincome,especiallywheretheyrepartner

with someoneonmiddle/highincomes;
• thepayeefamily hashigherdisposableincome,especiallywheretheirformer

partner’snewpartnerhasmiddle/highincome
• thereis little changein governmentassistancein thesescenarios.

If theresidentparenthasnotrepartnered,theeffectof includingtheincomeofthe
non-residentparent’snewpartneris to increasethechild supportpayableby thenon-
residentparent. If thenon-residentparenthasnot repartnered,the effectof including
theincomeoftheresidentparent’snewpartneris to decreasethechild support
receivedby theresidentparent,providedtheircombinedincomeis highenough.
Incomeofanynewpartneris treatedexactlythesameastheincomeofbiological
parents.

ScenariosA (iii) illustratetheeffectof includingpartnerincomein thechild support
assessment,oncebothparentshaverepartnered:
• thedisposableincomeavailablefor Dick, Jill andJill’s childrenincreasesby

around$5800peryear,dueto a fall of $3600in thechild supportDick pays,and
ariseof$3300in thechild supportJill receives.However,the increasein Jill’s
child supportalsoresultsin adeclineofaround$1000in thefamily’s FTB;

• thedisposableincomeavailablefor Jack,SallyandSally’s childrenincreasesby
around$12 800peryear,dueto ariseof$16 000in thechild supportSally
receives,offsetby ariseof$3300in thechild supportJackpays;

• thedisposableincomeavailablefor Woody,DoraandDora’schildrenincreases
by around$3800peryear,dueto afall ofaround$8100in thechild support
Woodypays,offsetby a fall ofaround$3600in thechild supportDorareceives,
andafall ofaround$700in FTB (resultingfrom thereducedchild supportpaid);
and

• thedisposableincomeavailablefor Harry,Mia andMia’s childrenfallsby about
$23 700 peryear,dueto ariseofaround$16 100 in thechild supportHarrypays
andafall of $8100in thechild supportMia receives.Theydo, however,receive
nearly$500morein FTB.
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In thescenarioswhereboththepayerandthepayeehasrepartnered
(ScenariosA (iii)):
• thereis addedcomplexityto child supportarrangementsthroughhavingto take

accountofthepotentialincomeoffouradultsratherthanjust two adults;
• in theseexamples,theimpacton disposableincomefor thenewhousehold

dependsnot only on theincomeofthenewhousehold,but alsoon therespective
incomesoftheirformerspousesandtheirrespectivenewpartners;

• takingaccountofthe incomesofnewpartnersin achild supportassessmentcan
createlar2e increasesin child supportreceivedandpaidand lar2efalls in child
supportreceivedandpaid(ofup to $16 000in the scenarioswehavepresented)
dependinguponthecircumstances;

• smallerchangesin child supportpaidandreceivedwould takeplacewherethose
who separaterepartnerwith someonein like circumstancesto their former
partnerandwherethereformerspouserepartnerswith someonein like
circumstancesto theirformerpartner;

• againin thesescenarios,themainchangesoccurwith child supportpaidand
received,with limited orno changeto the level ofgovernmentassistance.

Thisanalysisdoesnot look atthecasewherethenewpartneralsohasdependants.If
anewpartner’sincomewereincludedin theliableparent’schild supportassessment
andthenewpartnerwereto bring childrenfrom apreviousrelationshipinto the
household,it would alsoappearthatthesechildrenshouldbe treatedasrelevant
dependantsandincludedin theformulaassessment.This wouldbring further
complexityinto theadministrationofthescheme.

6.5. Incomes of child support payers and payees and repartnering
patterns

Weknowthatbothchild supportpayersandpayeeshavedisproportionatelylow
incomescomparedto therestofthepopulation:
• just over30 percentofpayershavea child supportincomeoflessthan$10 000

peryear,and around50 percenthaveachild supportincomeoflessthan
$20 000peryear;

• around75 percentofpayeeshaveanincomeoflessthan$20000 peryear.

We alsoknow from otherresearchthaton thewholetherecanbequiteadelayin
separatedparentsrepartnering,andwhentheydo repartnertherecanbesignificant
questionsoverthe level anddurationofattachment.Evidencethatpeoplein like
circumstancestendto repartneralsosuggeststhattaking accountofpartnerincome
would in mostcircumstancesnotmakemuchdifferenceto child support,but at acost
ofmuchmorecomplexandintrusiveadministration.

6.6. Impact on incentives to repartner
Theability ofseparatedparentsto repartneris alreadylimited, andsecond
relationshipsaremorelikely to breakdownthanfirst ones. To includepartner
incomein the child supportformulais to placeon thenewpartnerbothanemotional
anda financialexpectationfrom thecommunityat largethatnewpartnersmaybe
unwilling orunableto fulfil andwhichthe child’sparentmaynotnecessarilyshare.

19



Forthenewpartnersofnon-residentparents,theadditionalchild supportpayable
createsanexpectationthatthenewpartnerwill contributefinancially to the children
ofthepreviousrelationshipevenif theyhavelittle contactwith orno particularly
closerelationshipwith thechildren.

Forthenewpartnersofresidentparents,thereductionin child supportreceivedby the
residentparentwill createan expectationthatthenewpartnerwill contribute
financially aswell asemotionallyto the children.

Suchexpectationsandtherelatedfinancialcontributionsarelikely to reducethe
incentivesto repartnerwith separatedparents,andto increasetheperceivedbarriersto
findingnewpartnersthatseparatedparentsface.

6.7. Summary

Takingpartnerincomeinto accountin thechild supportformula:
• would representafundamentalchangein theobjectivesof theScheme;
• would createadditionaladministrativecomplexityandroomfor conflictbetween

separatedpartnerswithin theScheme;
• would createcommunityexpectationsregardingtherole ofnewpartnersthat

maynotbesharedby thenewpartner,thechildren’sparentsor the children
themselves;

• would createadditionalfinancialdisincentivesto repartnerforboththeseparated
parentandthepotentialnewpartner;and

• maynotmakea largeamountofdifferenceanywayto a substantialproportionof
thoseaffected(payeesonvery low incomes,andpayerswith relevantdependent
childrenonvery low incomes).

7. ESTIMATES OF THE COST OF CHILDREN IN AUSTRALIAN FAMILIES

Thechild supportformulais notbaseddirectlyon thecostsof children,ratherit is
intendedto ensurethatparentssharein thecostsof supportingtheirchildren
accordingto theircapacity.Comparisonwith formulaoutcomescanhoweverallow
assessmentofwhetherchild supportis sufficient to meetthecostsofchildrenor
alternativelybecomeexcessive,soasto partially contributeto spousalmaintenance.

TheGovernmentalsoassistsfamilieswith thecostsofchildrenthroughthepayment
ofFTB, althoughit is expectedthatseparatedparentstaketheprimaryresponsibility
forthesupportoftheirchildren,basedon theircapacityto do so.

In 1988,atthetime ofthedevelopmentofthechild supportformula,limited research
onAustraliancostsof childrenwasavailable. The Child SupportConsultativeGroup
(CSCG)indicatedthatit reliedheavilyon overseasresearch,particularlyfrom the
UnitedStates,ofparentalexpenditureson children. It alsouseddataprovidedby
researcher,PeterWhiteford andpreliminaryresultsfromthe SocialWelfareResearch
Centre. However,theCSCGdid not explainin detailhow it usedthisoverseas
researchnorhowit translatedthisresearchinto theAustraliantaxationandsocial
securitycontext.
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After areviewoftheChild SupportSchemein 1994,theJoint SelectCommittee
(JSC)recommendedthethenDepartmentofSocialSecurity(DSS)undertakenew
costsofchildrenresearch.TheDepartmentcommissionedtheSocialPolicyResearch
Centre(SPRC)to undertakecostsofchildrenresearchaspartofabroader‘budget
standards’project. Subsequently,theNationalCentrefor SocialandEconomic
Modelling (NATSEM) wasalsochosento supplementtheSPRCresearchby usinga
differentmethodology.

TheBudgetStandardsestimatesproducedby SPRCandlaterupdatedby FaCS
essentiallyestimatewhatparentsneedto spendto provideaparticularstandardof
living fortheirchildren. TheNATSEM researchestimatestheactualaverage
spendingon childrenby Australianfamilies,usingAustralianBureauofStatistics
householdexpendituredata.

At thetime ofits releasetheDepartmentconsideredtheresearchto be
comprehensive,up-to-dateandasignificantimprovementon costsofchildren
estimatesavailablefor formulaconsiderationin pastyears. It wasalsoconsidered
thatdespitebeingbasedondifferentmethodologies,andhavingreportedvarying
costs,thatthenewSPRCandNATSEM estimateswerebroadlywithin the‘ballpark’
ofeachotherfor low to mediumincomefamilies.OnlyNATSEM providedaverage
expenditureonchildrenfor high-incomefamilies.

7.1. NATSEM — Costs of children research

TheNATSEM research(Percival,HardingandMcDonald1999)wasbasedon the
1993-94AustralianBureauofStatisticsHouseholdExpenditureSurvey(HES). The
reportprovidesnationalestimatesofwhatcouplesatparticularincomepointsspend
onaverageon theirchildrenofvaryingages. Theresearchis basedonhouseholds
with grossincomerangingfrom around$20 000pa to $150000 pa.

In 2002NATSEM, in partnershipwith AMP, publishedupdateddataon thecostsof
childrenin Australiabasedonthe 1998-99HESupdatedto 2002values(AMP
NATSEM 2002). UnlikeNATSEM’spreviousresearch,theupdatedestimateswere
forthreegrosssalarypointsonly, whichwere$29 484pa (whichNATSEM defined
aslow-income),$62 140 pa(middle income),and$126 152 pa (high-income).

7.1.1. Methodology

Forits researchNATSEM usedamodifiedmethodologydevelopedby Espenshade
(1984)to estimatethecostsofparentalexpendituresonchildrenin theUnitedStates.
Espenshade’smethodology“estimatesthecostofa child asthedifferencein average
expendituresbetweenhouseholdswhereonly acoupleis present,andhouseholds
whereacoupleandoneormorechildrenarepresent,giventhat thehouseholdsenjoy
an equivalentstandardofliving” (Percival,HardingandMcDonald1999p3)2

NATSEM definedexpenditureasthetotalhouseholdexpenditureasrecordedby the
HESlessrepaymentofmortgageprincipal for thefamilyhome,othercapitalhousing

2 Themeasureof theequivalentstandardof living isbasedontheproportionof totalexpenditurespent

on abasketofgoodsthat included: food athome,fuelandpower,householdnon-durablesforuse
insidethehome(e.g.cleaningproducts),postal,telephoneandpersonalcareproductsandservices.
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paymentssuchasextensionsandrenovationsandexpenditureon superannuationand
life insurance.NATSEM excludedtheseitemsasit wasconsideredtheyrepresented
savingsrather thanconsumption3(Percival,HardingandMcDonald1999).

7.1.2. Findings and limitations of the NATSEM research (2002)

TheNATSEM findingsareestimatesoftheaverageexpenditureon childrenofall
couplesatparticularincomepoints,irrespectiveoftheirworkforceorhousing
circumstances. Manyparents will spend well above or belowtheaverageon their
children. Even if parents spend the average amount, it maynotbe on whatthe
children actually need.

Thecostsof childrenasdeterminedby NATSEM werebasedonly on theexpenditure
ofcoupleswith children. It couldbeexpectedhowever,thattheexpenditurepatterns
ofloneparentfamilieswoulddiffer considerablyto thoseofintact families. Thatis,
thatthetotal costsof childrencouldbegreaterfor separatedfamiliesdueto the
possibleneedfor boththeresidentandnon-residentparentsto maintaininfrastructure
fortheirchild/renincludingappropriatenumberofbedrooms,clothingandtoys
(Henman& Mitchell 2001).

NATSEM producedexpenditureestimatesbasedon ageofchildrenandthenumberof
childrenin afamily. Whenconsideringthecostsofasinglechild by age,NATSEM
foundthat costsofachild increasewith theageofthechild andwith the level of
family income. Table 4 demonstrates that for a child aged up to 4 years the costs
variedfrom $55perweekfor low-incomefamilies to $167perweekfor high-income
families. For achild aged5-9 years the expenditure ranged from $98-255 per week,
for 10-14yearstheexpenditureincreasedto between$130-315perweekand for
15-17yearstheyincreasedto $213-458perweek.

Table 4: Estimated average costs of a single child, by age of child and family income,
March 2002 (AMP NATSEM 2002)

Level of Average - -0 to 4 ~ to 9 1 0 to 1 4 1 ~ to 1 7 1 8 to 24
i~cornc income ___________ _____________ ____________

$pw Spw Spw $pw
Low 130 213 215

income
Middle 1195 95 156 199 305 309
income

1uigh 2426 167 255 315 458 466
income

NATSEM alsoresearchedthecostsofchildrenbasedonnumberofchildren in a
family. Thisrequiredtheaveragingofexpenditureoverthelife ofa child andthe

~Theinclusionof theseitems, in particularrepaymentof mortgageprinciple,would mostlikely mean
anincreasein thecostsof olderchildren. Thatis, olderfamilies,with olderchildrenaremore likely to
bepayingtheprincipalof their mortgage.
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considerationofthecostsofoneortwo additionalchildrenin afamily4. Low-income
familieswith onechild spenton average$111 aweekonachild, withhigh-income
familiesspending$281 aweek. With two childrentheestimatedcostsincreaseto
$196perweekfor low-incomefamilies to $467 forhigh-incomeandfor three
childrentheywere$266for low-incomefamiliesand$606for high-incomefamilies.

In theresearchtherewasevidenceof ‘economiesofscale’associatedwith morethan
onechild asadditionalchildrencanperhapsweartheclothesandplaywith toysof
older children. The research showed that the cost of a single child is on average
between12 and20 percentoffamily expenditure,for two children19 to 35 percent
andforthreechildren25 to 47 per cent.

7.1.3. NATSEM research and the child support formula
Calculationofthecostsofchildrenis acomplextaskandcomparisonwith thechild
supportformulais not precise.Forexample,theNATSEM researchprovides
estimatesoftheaverageexpenditureofall couplesbasedonparticularincomepoints
andageofchildren,whereasthechild supportformulais aflatpercentagebasedon
thenumberofchildrenin afamily, irrespectiveofthe incomeoftheparentortheage
ofthechild. Comparisondoeshowever,provideausefulbenchmarkagainstwhichto
assesstheoutcomesofthechild supportformula.

Whencomparingthechild supportformulawith theNATSEM estimatesof
expenditureona singlechild by ageofa child, theresearchsuggeststhatfor low-
incomefamilies($29500)payerspayingamaximum5amountofchild supportcould
pay the total estimated expenditure for a child aged 0 - 4 years,andbetween28 and
60 percentofthecostsof achild agedbetween5 - 17 years.

Middle-incomepayers($62000)couldpayin excessofthetotal estimated
expenditureonchildren0-9yearsandbetween56 and86 percentoftheestimated
expenditureona child aged10 — 17 years.

Althoughthe formulais currentlycappedat $119470,high-incomepayers(NATSEM
uses$126000)payingthemaximumchild support liability could pay in excess of the
total estimatedexpenditureon a childuntil 17 yearsof age.

4NATSEMhighlightedthatwhenthecostsof childrenwereaveragedacrossall theagerangesthat this
isnoteffectivelyanestimateof theaveragecostsof children,asit assumesthat family incomesremain
consistentacrossa child’s differentages,which isnotusuallythecase.

The‘maximumliability’ assumesthat thepayeeis earningunderthedisregardedincomeamountof
$36 213,thatthereis no changeto thechild supportformulaasa resultof sharedcareofthechild, and
thepayerhasno additionaldependents.
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Figure1 showscomparisonbetweentheNATSEM expenditureon children,by
numberofchildrenandthe child supportformula6.

Basedon thecomparisonin Figure1, at a low income($29484 or $567pw) the
NATSEMexpenditure estimates suggest that payers payingmaximumchild support
for onechild couldpayapproximatelyhalftheaverageamountspentby intact
families($59or54 percent),andalesserproportionfor two ($89 or45 percent),and
threechildren($106or40 per cent). Around70 percentofparentspaychild support
of$59 perweekor less.

In themiddle-incomebracket($62 140 or$1195pw) theestimatessuggestthat payers
payingthemaximumamountofchild supportfor onechild couldpayapproximately
thetotalamountspentby intactfamiliesononechild ($172or 100percent)andclose
to thetotal averageexpenditureoffamilieswith two children($259or 88 percent)
andthreechildren($307or79 per cent). Only 5.7percentofparentspayingchild
supporthaveachild supportincomeof$60 000 ormore.

At ahighincome($126152 or$2426pw)apayercouldpayin excessofthetotal
estimatedexpenditureby intact familieson onechild ($371or 132 percent),two
children($556or 119 percent)andthreechildren($659or 109percent). Around
5300parentspayingchild supporthaveachild supportincomeof $110000 ormore.

Figure1 alsodemonstratesthatthepayerliability reducesasaproportionofthecosts
ofraisingchildrenasthenumberofchildrenin afamily increases.Thismaysuggest
thatthechild supportformulaassumesgreatereconomiesofscalethanindicatedby
NATSEM’s estimatesofexpenditureon children.

6 Payerliability is calculatedbasedonthenumberofchildrenin a family and3 grossweeklyincomes.

Thecalculationsalsoassumethatthepayeeis earningunderthedisregardedincomeamountof $36
213,thatthereis no changeto thechild supportformulaasa resultof sharedcareofthechild, andthe
payerhasno additionaldependents.

Figure 1: The NATSEM costs of children compared to the Child
Support received by payee —

(2002)
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Thechild supportliabilities calculatedin Figure 1 illustratethemaximumamountof
child supportthatapayermayincur for familieswith one, two andthreechildren.
Therearehowever,otherfactorsthat couldreducethepayerliability, suchas
increasedpayeeincome,sharedcarearrangementsofchildren,orhavingachild in
anotherfamily.

Theseamountsneedto be lookedatin thecontextofdataon incomesof child support
payersandpayeesdiscussedin Section2.1.

7.2. SPRC — The costs of children budget standards estimates

TheSocialPolicyResearchCentre(SPRC)reportedon costsofchildrenin
DevelopmentofIndicativeBudgetStandardsfor Australia (Saunderset al 1998),and
theoriginal researchwasfurtherrefinedaspartofacritical examinationconductedby
thethenDepartmentofSocialSecurity(DSS),andthenFaCS,in UpdatingAustralian
budgetstandardscostsofchildrenestimates(Henman2001).

A budgetstandardis thecostofthegoodsand services,whichresearchersjudgea
particularhouseholdneeds,to achieveaspecifiedstandardofliving. Costsof
childrenareestimatedby comparingthebudgetfor a family with childrenofthe
requiredcharacteristicsto anotherfamilywithout childrenbut with thesameother
characteristics.Theoriginal SPRCresearchwasfor 46householdtypeswith varied
numberofchildren,agesandgenderin aregionofSydney. TheDepartmentlater
extendedthis to includeall stateandterritory capitals.

SPRCwasaskedto preparebudgetstandardsfor two living standards:a ‘modestbut
adequate’standardanda ‘low costs’ standard.Themodestbut adequatestandardof
living canbecomparedto amiddle-incomelifestyle involving full participationin
goods,servicesandcultureofsociety. In makingthis comparison,wenotethat
‘modestbutadequate’maybe intendedto relateto afamily incomesomewhatless
than$62 140,butwestill regardthecomparisonasbeinginformative. Thelow cost
standardinvolvesamorefrugal lifestylewith adjustmentsfrom the‘modestbut
adequatebudget’includingconsumptionofgoodsofa lesserbutadequatequality.

SPRCusedtheextensivemodellingofthebudgetstandardsmethodologyto develop
budgetsfor avarietyofhouseholdsincludingloneparentsandhouseholdswith or
withoutprivateincome. Thecostsofachild thereforearedependenton theindividual
circumstancesof a family includingincomeandthepresenceofothersiblings,which
determinesexpendituresuchastheneedfor separatebedrooms.

7.2.1. Findings and limitations of the budget standards research

In December1998,theupdatedbudgetstandardsresearchestimatedthatthecostsof
onechild rangedfrom $75to $136perweekfor thelow costliving standard,and
from $98to $191perweekatthemodestbut adequateliving standards.Thebudget
standardsresearchsupportedtheNATSEM findings aboutthecostsofchildren
increasingaschildrenagewith the exceptionofpre-schoolagechildrenwhenboth
parentsareworking full-time andaccessingchildcare.
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Onelimitation ofthebudgetstandardsresearchis thatthedevelopmentofbudget
standardsnecessarilyinvolvesahigh degreeofnormativejudgment. Individualswho
examined the SPRCresearch would inevitably have different choices regarding the
qualityorquantityofsomeofthe goodsor services.SPRCsuggestthat in thetotal
contextofthebudgetstandardsframeworkthatdifferencesofchoicewill generally
haveonly asmall impactonthetotalbudgetstandard.

TheDepartmentconsideredthebudgetstandardsresearchlikely to representthe
upperlevelof whathouseholdswould needto spendon eitherthelow costorthe
modestbutadequatestandardof living.

7.2.2. Budget standards research and the child support formula

Dueto theflat percentagesusedby thechild supportformula,direct comparisonwith
the SPRCresearchis difficult. SPRC’scostsarenotbasedonspecificincomesbut
ratherdeterminewhatparentswould needto spendto achieveaparticularstandardof
living. Theresearchalsodoesnotprovidespecificestimatesofthecostofchildren
for a ‘high’ standardof living.

To enablecomparisonwith theNATSEM research,thefollowing updatedbudget
standardscostsofchildrenfiguresarebasedon weightedcapitalcity averagecostsof
childrenestimatesfor coupleswith modestbutadequateandlow costbudgetswith
onechild in theprivaterentalmarketandwith incomesof$29484pa for the low cost
budgetsand$62 140 for themodestbut adequate.

In themodestbutadequatebudgetsfor familieswith onechild andbothparentsin the
workforcethecostsrangefrom $150to $183perweek. Themaximumchild support
liability wouldbe $172perweek,whichwould rangefrom 94 to 115 percentofthe
total costsof achild. Whenthebudgetstandardis alteredto includeonly oneparent
in theworkforcethecostsdropto arangeof$101 to $167perweek,but thechild
supportcontributionremainsthesamewith thecontributionincreasingto 103 to
171 percentofthetotalcostsof achild.

In the lowercostbudgetfor acouplewith onechildwhereonly oneparentis in the
workforcethecostsofchildrenrangefrom $87 perweekto $129perweek. The
maximumchild supportliability wouldbe $59 dollarsper week,whichrangesfrom
46 to 68 percentofthetotal costsofchildren.

Like theNATSEM findings, thebudgetstandardsresearchsuggeststhatthe
percentagecontributionofthepayerin relationto thecostsof childrendecreasesas
thenumberof childrenincreases,asdoesthechild supportliability.
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7.3. Comparison of NATSEM and Budget Standards costs of children
results

Thetwo differentapproachesusedbyNATSEM andSPRCdid resultin different
estimates.Costsfrom anexpenditureapproach(usedby NATSEM) tendto be lower,
on average,thanestimatescoming from abudgetstandardsapproach.One
explanationfor thevarianceis thatwhatis ultimatelyspentonchildrenis constrained
to an extentby thelimitationsofafamily budgetandthenumberof children,rather
thanwhatachild mayactuallyneed,especiallyon low incomes.

7.4. Summary of findings

Theresearchundertakenby bothNATSEM and SPRCis helpful in informing
judgmentsaroundchild supportliabilities, but needsto beunderstoodin thecontext
ofthelimitationsoftheresearch:

• NATSEMestimates average actual expenditure onchildrenby couplefamiliesat
different incomelevels,which is only asgoodasthequalityoftheABS sample
surveyinformation,andnotingthattheseestimatesareonly derivedfor couples
andnot separatedfamilies;

• SPRCestimatesaredrawnfrom highly subjectiveassessmentsoftheexpenditure
required to deliver a particular standard of living;

• BothNATSEM andSPRCestimatesdo not takeaccountoftheindirectcostsof
children,especiallyfor thoseexercisingsubstantialcareofchildren.

Theresearchsuggeststhatfamilieswithhigherincomesspendmoreon children,but
thatcostsfall asaproportionoffamily incomeasgrossincomeincreases.Wewould
notein this contextthatthesehigherincomefamilieshaveahighaverageincometax
liability.

Theresearchalso showsthatcostsofchildrengenerallyincreasewith theageofthe
child. By contrast,thechild supportformulais constructedwith aneyeto
administrativesimplicity andunderstandingby families,with no adjustmentfor the
changingageof children.

Any comparisonoftheresearchfindings on thecostsofchildrento thechild support
formulashouldproperlytakeaccountofthedynamicnatureoftheseissues:

• that costsofchildrenincreasein dollarvaluebut fall asaproportionof gross
incomeasfamily incomeincreases;

• thatthecostsofchildrengenerallyincreaseaschildrengetolder;and
• that family incomesgenerallyincreaseovertime (aschildrengetolder,butnot

necessarilyin a linearrelationship)asaresultof increasesin realwages,
promotion,etc.

Onbalance,ourassessmentis thatthe child supportformulasarebroadlystill
appropriate,taking full countoftheseresearchfindings. Theoneexceptionto this is
thattheresearchsuggeststhatthemaximumpayerincomeusedto calculatechild
support(the ‘cap’) canresultin non-residentparentspayingmorethanthemeasured
costsof childrenin high-incomefamilies. TheGovernmentput forwardaproposalto
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reducethe‘cap’ aspartofapackageofmeasuresreformingtheChild Support
Scheme.However,theproposalwasrejectedby the Senatein June2001.

7.5. Direct and indirect costs of children
Both theNATSEM andSPRCresearchreportonly on thedirectexpenditureon,or
costofchildren. However,in thedevelopmentofthechild supportformulatheCSCG
statedthatthepercentagesreflectedboththedirect andindirectcostsofchildren.
Thesecostsincludedthecostsofraisinga childwhereparentsdo not live together,
costsofchildrento residentparents,the lossofworkplaceparticipationandcontact
costsincurredby non-residentparents(CommonwealthofAustralia1998).

In developingtheformulatheCSCGdid not outlinetheamounttheyallocatedto each
oftheseitems,andquantifyingthemis difficult. It mayalsobeimportantto consider
whether the formula should continue to consider thesefactorsorwhethertheyare
moreappropriatelyaccountedfor byothermeans.

In theirevaluationofthechild supportscheme,theChild SupportEvaluation
Advisory Groupattemptedto quantifythe indirectcostsbornebythecustodialparent
(oftenthemother),but madeno conclusionasto thepercentagethatthis may
represent within the child supportformula. Theyconcludedthatin 1986, awoman
mayforgoover $300000 in herlifetime from havingonechild andaroundan
additional$50 000 for thesecondand$35 000for athird (Commonwealthof
Australia1991).

Recentresearchsuggeststhatwomenare morelikely to returnto work whentheir
childrenreachpreschoolagethantheywere in 1986. In 1997 therefore,their lifetime
foregoneearnings(aftertax) from child rearingwasaround$160000 for afirst child,
andapproximately$12 000-$15000 for eachadditionalchild (Chapmanet al 2001).

Thedegreeto whichthehigherdisregardedincomeofpayees($36213)comparedto
payers ($12 315 with no dependent children) could beconsideredascompensatingfor
boththehigherdirectandindirectcostsincurredby theresidentparentneedsto be
considered.

Theothersignificantindirectcostconsideredby theCSCGwasthecostof contactfor
non-residentparents.Furtherresearchhasbeenundertakenin relationto thesecosts
asanextensionofthebudgetstandardsresearch.Theresearchsuggeststhatcontact
with onechild for 20 percentofthe yearrepresentsabout40 percentofthecostsof
thatsamechild in anintact couplehouseholdwith amedium-incomeandmorethan
halfofthe costsofthat child in ahouseholdwith low-income(HenmanandMitchell
2001).

Basedon thecurrentadministrativeformulapayersonly getareductionin theirchild
supportwhenthelevelof contactis atleast30 percentofthenightsin ayear. A
departurefromthe formulamaybeallowedwhencontactcostsexceed5 percentofa
payers total child support income.
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8. Changes to child support assessments

Thechild supportformulaappliesfor thevastmajorityofparentswho areeligible for
anadministrativeassessment.93 percentofparentshaveastraight forwardformula
assessment(includingthe6 percentofparentswho estimatetheircurrentincome).

Parentsareableto negotiatetheirchild supportthroughan agreement.4.4 percentof
parentshaveanagreementwhich is registeredwith theChild SupportAgency.

At anyonepointin time, lessthan3 percentofparentshavetheirassessment
changedbecausetheyhavespecialcircumstances.Currently,2.4percentofparents
havetheirspecialcircumstancestakeninto accountthrougha formulaassessmentthat
hasbeenvariedthroughtheCSA administrativechangeof assessmentprocess.Less
than0.3 percentofparentshavethe formulaassessmentvariedby thecourt;this
includesparentswherethecourtmadeadecisionprior to 1992becauseCSAwasnot
ableto varytheassessmentprior to thatdate.

Table5 below showsthenumberofcases.

Table5: Number of CSA cases

~ ~

Formulaassessmentwithno variations 580 904 87.0%

Formulaassessmentwhereparenthas 39 076 5.9%
estimated their income

Formulaassessmentwith administrative 16 271 2.4%
changeof assessment

Formulaassessmentwith courtchangeof 1 963 0.3%
assessment

Parentshaveanagreementregisteredwith 29 274 4.4%
CSAthat specifiestheamountpayable

Source:CSA unpublisheddata

Child supportassessmentsareupdatedapproximatelyeveryyearto takeinto account
changesin taxableincomes.Theyarealsoupdatedwhenparentsnotify CSAof
changesin theircircumstances,suchasthechildrenchangingcareortheparents
incomereducing.Thesearedoneadministrativelyandcanbe triggeredby aphone
call fromparents.

Theassessmentcanalsobechangedto meettheparent’sspecialcircumstances.In
thesecircumstances,thechangeis for aspecifiedperiodoftime. It thenrevertsback
to theformulaassessment.
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In 2002-2003,parentsmade35 000 applicationsto changetheirformulaassessments.
Because parents can include more than one reason in their application, this covered
54 110 reasons.A changewasmadefor 56 percentofthosereasons.This includes
parentswho havemademorethanoneapplicationin theyear.

AttachmentB shows:
• thetotal numberof reasonsthatparentsappliedunderandthenumberofreasons

forwhich a changewasmade;
• thesameinformationfor applicationsmadeby payerparents;
• thesameinformationfor applicationsmadeby payeeparents.

MembersoftheInquiry hadquestionsaboutanumberofissuesin relationto the
processto changetheassessment.Theywere:

1. Numberof applicationsandratesofsuccess(referAttachmentB

)

2. How legal costscanbetakeninto account;
3. Whethertheincomeofa newpartneris takeninto account;
4. Parents costs to re-establish themselves following separation.

8.1. Changing a child support assessment

Whenthe child supportschemewasintroduced,andparentswantedto havetheir
special circumstances taken into account, they needed to make an application to the
courtto departfrom theformulaassessment.In 1992,CSAwasgiventhepowerto
make such decisions. In making these decisions, CSAis bound by the same
legislationandprecedentsaswas,andis, thecourt. Theprocessinvolvesbothparents
havingtheopportunityto provideinformationandthelegislationrequiresthe
informationprovidedby eachparentto begivento theotherparent.Thedecision
makersareusuallyqualified legalofficerswith abackgroundin family law and/or
mediationwho arecontractedto CSA.

Whereaparentis not satisfiedwith theoutcometheycanobjectto thedecision. If
theyarestill dissatisfiedtheycanapplyto the courtfor adecision.

CSAhascomprehensiveguidelinesfor officersto usewhenmakingthesedecisions.
Theseguidelinesareavailableto clientson theCSAwebsiteat
http://www.csa.gov.au/guide/index.htm.

8.1.1. Reasons for changing an assessment
The legislation provides for 10 reasons under which parents can make an application.
Theyare:

A. Reasonsabout thechildren
1. It coststheparentmorethan5 percentoftheirchild supportincomeamount

to have contact with the children.
2. It costs the parent extra to cover the children’s special needs.
3. It coststheparentextrato carefor, educateortrainthechildrenin theway

theyandtheotherparenthadinitially intended.
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4. Thechild supportassessmentdoesnot takeinto accounttheincome,earning
capacity,propertyor financialresourcesofthechildren.

5. Thechildren,thepayeeor someoneelsehasreceived,orwill receive,money,
goodsorpropertyfrom thepayerforthebenefitofthechildren.

6. If apayeewith solecareofthechildrenincurscostsofmorethan5 percentof
theirchild supportincomeamountfor childcarefor children 12 yearsand
under.

B. Reasonsabout theparents
7. Theparenthasnecessaryexpensesin supportingthemselfthat affecttheir

ability to supportthechildren.
8. Thechild supportassessmentdoesnot takeinto accountthe income,earning

capacity,propertyorfinancialresourcesofoneor bothparents.

C. Reasonsabout a duty to maintain anotherpersonor other children
9. Theparenthasalegaldutyto maintainanotherpersonorotherchildrennot

includedin thechild supportassessment;ortheparenthassuchalegalduty
andit costs:
• morethan5 percentofthechild supportincometo havecontactwith that

personorthosechildren;or
• extrato coverthespecialneedsofthatpersonorthosechildren;or
• extrato coverthenecessaryexpensesofthatpersonorthosechildren.

D. Reasonsabout additional incomefor residentchildren
10. Theparenthasearnedadditionalincomefor residentchildren(thatis children

whonormally live with theparentandarenot childrenoftheassessment).

8.2. Taking legal costs into account
Legal costsof enablingcontactwith thechildrencanbe takeninto account.

A parentcanapplyfor areductionin theirchild supportwhere “It coststheparent
morethan 5percentoftheir childsupportincomeamountto havecontactwith the
children“. In 2002-2003therewere 1870changesmadeto child supportfor this
reason.

Theinstructionsfor CSAofficersmakingthesedecisionsareextensive,anextractthat
specificallyrelatesto legalcostsis:

“Le~~alcostsincurredin obtainingcontact
Legal costsincurredbyeitherparentto establish,modifi’, or enforcecontact
arrangementscan be signifIcant.However,to be consideredasa Reasonto
changean assessmentthesecostshaveto be necessarilyincurredin enabling
contactto occur.

Legalcostswhichcan betakenintoaccountinclude,but arenot limited to, the
costofcourtproceedingsto enablecontact.If theparentsarein disputeover
contact, legal costsincurredby bothparentsin thatdisputemaybe considered
ascostsofenablingcontactto takeplace. Theexistenceofthedisputeis
sufficient,withoutmakingajudgementasto thereasonablenessor otherwiseof
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thedispute,althoughthis maybe a factorconsideredunder‘lust and
equitable’.”

Therefore,if aparentincurslegal coststo enableaccesswith thechild(ren)to occur,
this will beconsideredaspartofthetotal costsofcontactandcanresultin areduction
ofchild supportpayable.

Theapplicationform doesnotmentionlegal costs,it states:

“Contact costsincludetransport,accommodationandtelephonecoststo have
contactwith thechildren. Youcannotclaim costsoffood,clothingor
entertainment.”

WhenCSAnextupdatestheapplicationform, legalcoststo enableorenforcecontact
should be included as examples. This will assistparentsto understandthat thesecosts
canbe considered.

8.3. Whether the income of a new partner is taken into account
The child support formula uses the taxable incomes of both parents, and only the
parents.It doesnot includetheincomeofanewpartnerofeitherparent.This is
based on the principle that parents are responsible for the financial support of their
naturalandadoptedchildren. Thisprincipleappliesequallyto theprocessto change
theassessment,ie only theparentsincomesareusedto determinetheamountofchild
support.

However, a parent can apply to reduce the child support for their children on the basis
thattheyhavealegaldutyto supportanotherperson,andthatdutymakesthechild
supportformulaunfair. In 2002-2003a changewasmadeforthis reasonin 2121
child supportassessments.Themostcommoncircumstancesarewhereachild
supportpayeradvisestheyhavealegal duty to maintaintheircurrentspouseandthis
makesthechild supportunaffordable.

To determine whether such a reduction is appropriate, it is necessary for CSAto have
information about any other resources that are available to support the spouse. For
exampleif thespouseis workingthenthatincomeis availableto supportthespouse
andmustbetakeninto accountto determinewhetherthechild supportshouldbe
reduced.

This is sometimesconfusedby child supportpayerswhothink theincomeoftheir
newspouseis usedto workoutor to increasetheirchild support. This is not the case.

There are two other circumstances where the income of a new spouse would be
looked at as part of the process to change the assessment.

A payermaybeseekingto reducetheirchild supportfor otherreasonsandmay
providedetailsoftheirtotal householdexpenditureto demonstratethat theycannot
afford the amount of child support that is payable. CSAneeds to determine whether
anybodyelse,for exampleacurrentspouse,is alsocontributingtowardsthat
expenditure. If that is the case, then the expenditure would need to be discounted to
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takeinto accountthecontributionmadeby thespouse.Again, this is sometimes
interpretedasthenewspouse’sincomebeingusedfor child supportpayments.

Finally, where a parent is self employed, or uses corporate entities to channel income
frombusiness,CSAmayneedto look behindthesearrangementsto determinethe
income on which child support should be calculated. This can often involve
arrangementswith a spouseorotherfamily member. Thesecircumstancescanoften
be very complex.

8.4. Parents’ costs to re-establish themselves following separation
Where the parent has necessary expenses in supporting themselves that affect their
ability to support their child, the assessment can be varied. In 2002-2003 an
assessmentwaschangedfor thisreasonin 3901 cases.A parentsexpenditureto re-
establishthemselvesfollowing separationfalls into this categoryif thoseexpenses
affect their ability to support themselves.

An extract from the instructions for officers making decisions states:

“The costsofsettingup a householdor servicinga debtimmediatelyafter
separationmayalso bea necessarycommitment.A parentleavingaformer
marital homewill often incur costsin establishinga newresidenceor obtaining
newaccommodation.Theremayalso be a varietyofdebtsandobligations
incurredduring theformerrelationshipwhichmustbepaid in spiteof
separation,andwhichcontinueto bepaidby aparent.

Thesecostsareconsiderednecessarysubjectto:

• proofoftheexpenseandthat it is beingpaid;
• thenecessityoftheexpense;
• theexpensebeingreasonable(ie no morethan theminimumpayment

required~fa periodicpayment);
• thepossibilityofrearrangingthecommitmentby refinancing,reducing

payment,saleoftheassetetc.;
• theperiodoverwhichthe expensewill be incurred.”

Again, while these instructions are clear to CSAstaff and are available to parents on
the CSAweb site, they are not specifically referred to in the application form for
parents. This should be remedied at the next review of the application form. Once
the form is amended, it maythen be possible to fast track this type of application to
enable a decision to be madeas soon as possible.
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9. ATTACHMENTS

A. Summary of scenariosaround repartnering

B. Changeof assessment
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Attachment A

A. Summary of scenarios around repartnering

ScenariosA (i): Pre-separation

Jack Jill
come: bothunemployed

~ldren:2~agedl0and14~

Inco Dick Dora
me $30K

~dren:2~agedl0andi4~

GovernmentAssistance:
Total DisposableIncome:

$25 590 ($7 716 FTB, $17 874 ISP)

$25 590
GovernmentAssistance:
Total DisposableIncome:

$9 753 (FTB)
$34581

Harry Sally
Income: $60K $20K
Children: 2 (aged 10 and 14)

Woody Mia
Income: $ lOOK $60K
Children: 2 (aged 10 and 14)

GovernmentAssistance:
Total DisposableIncome:

$2 190 (FTB)
$64 013

GovernmentAssistance:
Total DisposableIncome:

$0.00
$108661
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AttachmentA

Dick hasseparatedfrom Dora. Dora has
notrepartneredand earnsno income. Dick has
repartneredwith Jill, who is a
childsupportclient herself Jill’s former
partner,Jackhasnot repartneredand receives
an incomesupportpayment.

Dick Jill
Income: $30 000 $0.00

Care for Jill’s children
(aged 10 and 14)

Including Payee’shouseholdincomein the
Child SupportAssessment

GovernmentAssistance:
Child Support paid to Dora:
Child Supportreceivedfrom Jack:
Total DisposableIncome:

$9753 (FTB)

$4775
$260
$30 066

GovernmentAssistance:
Child Support paid to Dora:
Child Support received from Jack:
Total DisposableIncome:

$9 753 (FTB)
$4775
$260
$30 066

Jackhasseparatedfrom JilL Jill has
not repartneredandearnsno income.
Jackhasrepartneredwith Sally,who is
a childsupportclient herself Sally’sformer
partner,Harry, hasnot repartneredandearns
$60 000.

Under Current Arrangements

Jack Sally
Income:$5 423 (NSA) $20000

Care for Sally’s children

Including Payer’shouseholdincomein the
Child SupportAssessment

GovernmentAssistance:
Child Support paid to Jill:
Child SupportreceivedfromHarry:
Total DisposableIncome:

$8 570 ($5423 NSA, $3147 FTB)
$260
$12 875
$39 040

GovernmentAssistance:$8 570 ($5 423 NSA, $3147FTB)
Child Supportpaid to Jill: $3 539
Child SupportreceivedfromHany: $12 875

Total DisposableIncome: $35761

ScenariosA (ii): Post-separationand repartnering: Payerhasrepartneredwith a payee,butboth theirformer partnershavenot repartnered.
Note: Each scenario in this part of the attachment should be treated individually.

Under Current Arrangements
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Attachment A

Woodyhasseparatedfrom Mia. Mia has
notrepartneredand earns$60 000. Woodyhas
repartneredwith Dora, whois a childsupport
clientherself Dora’sformerpartner,Dick
hasnot repartneredand earns$30000.

Woody Dora
00000 $0.00

re for Dora’schildren

Including Payee’shouseholdincomein the
Child SupportAssessment

GovernmentAssistance:
Child Supportpaidto Mia:
Child SupportreceivedfromDick:
Total DisposableIncome:

$4 227 ( FTB)
$20464
$4 775
$53 231

GovernmentAssistance:
Child Supportpaidto Mia:
Child Supportreceivedfrom Dick:
Total DisposableIncome:

$4 227 (FTB)
$20 464
$1 194
$49 650

Harry hasseparatedfrom Sally. Sallyhas
not repartneredandearns$20 000. Harry has
repartneredwith Mia, whois a childsupport
client herself Mia ‘sformerpartner, Woody
hasnotrepartneredand earns$100000.

Under CurrentArrangements

Harry Mia
Income: $60K $60K

Carefor Mia’s children

Including Payer’shouseholdincomein the
Child SupportAssessment

GovernmentAssistance: $471 (FTB)
Child Support paid to Sally: $28 932
Child Supportreceivedfrom Woody: $12364
Total DisposableIncome: $71 839

ScenariosA (ii): Post-separationand repartnering: Payerhasrepartneredwith a payee,but both theirformer partnershavenot repartnered.
Note: Eachscenarioin thispartof theattachmentshouldbetreatedindividually.

Under CurrentArrangements

GovernmentAssistance:
Child Support paid to Sally:
Child Supportreceivedfrom Woody:
Total DisposableIncome:

$0.00
$12 875
$20 464
$95 525
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Attachment A

ScenariosA (iii): Post-separationandrepartnering: Payerhasrepartneredwith a payee,andboth theirformerpartnershaverepartnered.

Dick Jill
Income: $3OK $nil

Care for Jill’s children

Under CurrentArrangements Including NewPartners’Income in the
Child SupportAssessment

GovernmentAssistance:
Child Supportpaidto Dora:
Child SupportreceivedfromJack:

Total Disposable Income:

$9 753 (FTB)
$4 775
$260
$30 066

GovernmentAssistance:
Child Support paidto Dora:
ChildSupportreceivedfrom Jack:
Total DisposableIncome:

$ 8 735 (FTB)
$1 194
$3 539
$35 908

Jack Sally
Income: $5 423 (NSA) $20K

Care for Sally’s ch
(aged 10 and ildren

Under CurrentArrangements Including NewPartners’Incomein the
Child SupportAssessment

GovernmentAssistance:
Child Support paid to Jill:
Child Supportreceivedfrom Harry:
Total DisposableIncome:

$8 570($3 147FTB, $5 423NSA)
$260
$12 875
$39 040

GovernmentAssistance:
Child Supportpaidto Jill:
Child SupportreceivedfromHarry:
Total DisposableIncome:

$ 8 570($3 147FTB, $5 423 NSA)
$3 539
$28 932
$51 818
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Attachment A

ScenariosA (iii): Post-separationandrepartnering: Payerhasrepartneredwith apayee,andboth theirformerpartnershaverepartnered.

Woody Dora
ome: $1 00K $nil1111E111111111111111111

Care for Dora’s children

(aged10 and14)

UnderCurrent Arrangements Including NewPartners’Incomein the
Child SupportAssessment

GovernmentAssistance:
Child Supportpaidto Mia:
Child SupportreceivedfromDick:
Total DisposableIncome:

$4 227 (FTB)
$20 464
$4 775
$53231

GovernmentAssistance:
Child Supportpaidto Mia:
Child SupportreceivedfromDick:
Total Disposable Income:

$3 537(FTB)
$12 364
$1 194
$57 060

Harry Mia
Income: $60K $60K

Carefor Mia’s children
(aged 10 and 14)

Including NewPartners’Incomein the
ChildSupportAssessment

GovernmentAssistance:
Child Supportpaidto Sally:
Child SupportreceivedfromWoody:
Total DisposableIncome:

GovernmentAssistance: $471 (FTB)
Child Supportpaidto Sally: $28 932
Child Supportreceivedfrom Woody: $12364
Total DisposableIncome: $71 839

UnderCurrentArrangements

$0.00
$12 875
$20 464
$95 525
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Attachment B

B. Change of Assessment

Child Support Agency
Change of Assessment

Total reasons in applications for y/e June 2003
Total Reasons

Reason Finalised
Change

Made % Rate
Reason I - it costs more than 5% of
income to have contact with the child(ren) 4124 1870 45.34%
Reason 2 - it costs the applicant extra to
cover the child(rens) needs 2761 1766 63.96%
Reason 3 - It costs the applicant extra to
care for, educate or train the child in a
way the parents had initially intended 4990 3131 62.75%
Reason 4 - Assessment does not take
into account income, earning capacity,
property or financial resources of the child 1532 762 49.74%
Reason 5 - The child(ren), payee, or
someone else has received money,
goods or property from the payer for the
benefit of the children 2339 1108 47.37%
Reason 6 - The sole carer of a child under
12 years has child care costs greater than
5% of their income 1451 908 62.58%
Reason 7 - Necessary expenses in
supporting themselves that affect their
ability to support the child 8123 3901 48.02%
Reason 8 - Assessment does not take
into account the income, earning capacity,
property and financial resources of one or
both parents 23668 14372 60.72%
Reason 9 - Legal duty to maintain another
person and it costs extra to meet the
special expenses orto have contact 4116 2121 51.53%
Reason 10 - Earned additional income for
the benefit of resident children 1006 489 48.61 %

54110 30428 56.23%
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Attachment B

Child Support Agency
Change of Assessment

Payer reasons in applications for y/e June 2003

Payer Reasons

Reason Finalised
Change
Made % Rate

Reason I - it costs more than 5% of income
to have contact with the child(ren) 3543 1555 43.89%
Reason 2 - it costs the applicant extra to
cover the child(rens) needs 572 275 48.08%
Reason 3 - It costs the applicant extra to
care for, educate or train the child in a way
the parents had initially intended 1169 547 46.79%
Reason 4 - Assessment does not take into
account income, earning capacity, property
or financial resources of the child 1282 629 49.06%
Reason 5 - The child(ren), payee, or
someone else has received money, goods
or property from the payer for the benefit of
the children 2101 986 46.93%
Reason 6 - The sole carer of a child under
12 years has child care costs greater than
5% of their income 277 103 37.18%
Reason 7 - Necessary expenses in
supporting themselves that affect their
ability to support the child 6630 3016 45.49%
Reason 8 - Assessment does not take into
account the income, earning capacity,
property and financial resources of one or
both parents 10774 5553 51.54%
Reason 9 - Legal duty to maintain another
person and it costs extra to meet the
special expenses or to have contact 3360 1693 50.39%
Reason 10 - Earned additional income for
the benefit of resident children 843 409 48.52%

30551 14766 48.33%
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Child Support Agency
Change of Assessment

Payee reasons in applications for y/e June 2003

Payee Reasons

Reason Finalised
Change

Made % Rate
Reason I - it costs more than 5% of
income to have contact with the child(ren) 581 315 54.22%
Reason 2 - it costs the applicant extra to
coverthe child(rens) needs 2189 1491 68.11%
Reason 3 - It costs the applicant extra to
care for, educate or train the child in a way
the parents had initially intended 3821 2584 67.63%
Reason 4 - Assessment does not take into
account income, earning capacity, property
or financial resources of the child 250 133 53.20%
Reason 5 - The child(ren), payee, or
someone else has received money, goods
or property from the payer for the benefit of
the children 238 122 51 .26%
Reason 6 - The sole carer of a child under
12 years has child care costs greater than
5% of their income 1174 805 68.57%
Reason 7 - Necessary expenses in
supporting themselves that affect their
ability to support the child 1493 885 59.28%
Reason 8 - Assessment does not take into
account the income, earning capacity,
property and financial resources of one or
both parents 12894 8819 68.40%
Reason 9 - Legal duty to maintain another
person and it costs extra to meet the
special expensesorto have contact 756 428 56.61%
Reason 10 - Earned additional income for
the benefit of resident children 163 80 49.08%

23559 15662 66.48%
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