STATE OF CALIFORNIA—HEALTH AND WELFARE AGENCY GEORGE DEUXMENAN, Governor

DEPARTMENT OF HEALTH SERVICES

F14/744 P STREET
C[:AMENTO, CA 95814 September 28, 1983

To: All County Welfare Directors Letter No. B3- s4

AVOIDING ERRORS IN COMPUTING MANDATORY DEDUCTTIONS FOR TAXES, SOCIAL SECURITY
AND STATE DISABILITY INSURANCE

This letter is intended to help you reduce errors relating to mandatory
Ibarra v. Dawson deductions from earned income, ({See All County Welfare
Directors letter 83-30).

Persong Affected

The Ibarra decision applies to any earned income used to determine the share
of cost for an AFDC-MN case {(including those in which a stepparent's income
is used), for a medically indigent (MI) pregnant woman or for a medically
indigent child. These mandatory deductions are pot made in cases where an
AFDC-MN or MI person is included with his/her ABD-MN spouse or child,

khat is Deducted

- When determining eligibility and share of cost for an AFDC-MN MFBU or specific
medicdlly indigent persons, all amounts paid for Federal, State and local taxes
and all contributions to Social Security and State Disability Insurance (SDI)
must be subtracted from the gross earnings. These deductions are made only for

. these specific items and pnot for amounts withheld for such things as charitable
contributions, union dues, or pension plans. In many cases, a beneficiary's
net ("take home") pay does not represent his/her gross earnings minus the
mandatory tax deductions.

If your office is still using the October 1980 version of the Statement of
Facts for Medi—Cal (MC 210}, do not be confused by the wording of Question 23B
which speaks of deductions for mandatory retirement, mandatory union dues and
mandatory deductions for meals., The Ibarra decision applies only to mandatory
tax, Social Security and SDI deductions. The current (July 1982) revision of
the MC 210 does not refer to any of the deductions as being mandatory.

Sequence of Deductions

The deductions for taxes, Social Security and SDI are subtracted from gross
earned income before any deductions for work-related expenses, dependent
care, $30 and 1/3, court-ordered alimony or c¢hild support, or health
insurance premiums.








