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IN THE COURT OF APPEALS OF IOWA

No. 3-777 / 02-2047

Filed November 26, 2003

IN RE THE MARRIAGE OF LINDA S. MERCHIE and JAMES F. MERCHIE
Upon the Petition of

LINDA S. MERCHIE,


Appellee,

And Concerning

JAMES F. MERCHIE,


Appellant.


Appeal from the Iowa District Court for Jones County, Amanda Potterfield, Judge.


Respondent appeals the district court’s modification order.  AFFIRMED AS MODIFIED; REMANDED WITH DIRECTIONS.

Adrian Knuth, Anamosa, and Ronald Ricklefs, Cedar Rapids, for appellant.


Bradley Norton of Norton & Norton, P.C., Lowden, for appellee.


Considered by Vogel, P.J., and Hecht, and Vaitheswaran, JJ.

VOGEL, P.J.


James Merchie appeals the district court’s modification order claiming the district court did not allow sufficient business expenses before determining his modified child support obligation.  We affirm as modified and remand to the district court with instructions.


Background Facts.  James and Linda Merchie’s marriage was dissolved in August 1992.  The couple has four children, ages eighteen, seventeen, fifteen, and thirteen at the time of the modification order.  Linda filed for modification of the decree, as previously modified, seeking a determination regarding postsecondary education for the parties’ eldest child and for increased child support for the three minor children.  


In August 2002, during the pendency of the matter, James was laid off from his position with an environmental consulting and engineering firm.   He then formed his own company which at the time of trial was about to enter into a contract for James to supervise and maintain the waste water and water systems in the City of Olin.
  According to his agreement with the city, James will collect a gross annual fee of $64,500
 from which he is obligated to cover certain costs including contract labor for backhoe work.  In addition, James requested the district court to allow certain business expenses before determining what his net income from his business will be.  The district court allowed estimated expense deductions for backhoe services, contract labor, pagers, insurance, licenses, and continuing education units.
  James’s child support obligation was computed starting from a net self-employed annual income of $40,960.  James appeals arguing the district court erred in not deducting other requested business expenses such as depreciation of his new pick-up truck and other vehicle expenses, tools, office, and cell phone expenses.


Discussion.  James claims he will have the following additional expenses:  vehicle expense of $9228.82, office supplies of $200, tool purchases of $600, and cell phone of $480.  Linda contends the district court did not err as the above alleged business expenses are not reasonably necessary to maintain James’s business.  


A court must determine the parent’s monthly income from the most reliable evidence presented.  In re Marriage of Powell, 474 N.W.2d 531, 534 (Iowa 1991).  The Iowa Supreme Court has stated, “some consideration must be given to business expenses reasonably necessary to maintain the business or occupation.”  In re Marriage of Gaer, 476 N.W.2d 324, 329 (Iowa 1991) (emphasis in original).  This may include a reasonable allowance for straight line depreciation.  Id.  The extent of a deduction for depreciation should depend on the circumstances in each case.  Id. at 328.


James asserts expenses and depreciation
 related to the 2003 Chevrolet pick-up truck he purchased just five days before trial should be deducted from his gross annual income.  Linda argues that the new truck is not reasonably necessary to maintain his business.  She asserts it is his decision to commute one hundred miles a day between his home in Stockton and work in Olin and commuting miles are not an appropriate business deduction.  She also asserts James could have purchased a cheaper, used vehicle, or continued to use his current 1992 Suburban for business purposes.  Linda also argues that the cellular phone should not be allowed as a deduction because the district court deducted the cost of a pager from James’s income and that is reasonably sufficient for the on-call nature of his business.


Unfortunately, we are somewhat hampered by not knowing the district court’s rationale for not allowing for the requested deductions, but upon our de novo review we find certain requested deductions should have been allowed.   We agree with Linda that the cost of James’s cell phone should not be deducted from his annual income as a business expense due to the district court’s deduction of the pager expense.  Either the pager or the cell phone is reasonably necessary to maintain the business but both are not.  Where we part from the district court ruling are the deductions for office supplies, tools, and vehicle expenses.  James uses a room at his home for a company office.  Reasonable office supplies are legitimate business expenses that should be deducted from James’s gross annual income.  See In re Marriage of Golay, 495 N.W.2d 123, 126 (Iowa Ct. App. 1992) (approving the deduction of out-of-pocket business expenses of a self-employed person, including depreciation, postage, office expenses, and promotion).  In the same vein, the purchase of tools for the company are reasonably necessary to maintaining James’s business.  Id.  


James lastly complains expenses related to his 2003 pick-up truck, including depreciation, should be deducted as a business expense from his gross annual income.  We agree, in part.  When James started his business, he used his 1992 Suburban for three weeks as both his personal and business vehicle. Just five days before trial, he purchased a brand new 2003 Chevrolet pick-up at a cost of $20,866.  James testified at trial that the equipment and tools were beating up the interior of the Suburban and he needed a separate vehicle for company purposes.
  As Linda convincingly argues, James could have purchased a less expensive, older vehicle rather than a brand new, high-dollar pick-up truck.  We conclude that James should be allowed to deduct some vehicle expenses but not to the extent claimed for the depreciation and operation of the new pickup he chose to purchase.  Therefore, we remand to the district court to determine reasonable vehicle expenses which include straight line depreciation of a work vehicle.  See generally Gaer, 476 N.W.2d at 329 (allowing depreciation of a semi-truck tractor and trailer in determining net monthly income under the child support guidelines).  The cost of licensing and insuring a vehicle are also reasonably necessary to maintaining James’s business, but his figures offered at trial are inflated because of the value of the new pickup truck as opposed to an older vehicle.  Reasonable costs for gasoline and oil changes should be allowed but all expenses relating to commuting miles must be eliminated.  


We therefore remand to the district court to  correct the allowed expenses and contract fee and  to allow reasonable business expenses for office supplies, the purchase of tools, and reasonable vehicle expenses.  James’s child support obligation should be determined accordingly.


AFFIRMED AS MODIFIED; REMANDED WITH DIRECTIONS.

� James’s proposal had been accepted by the City of Olin at the time of trial but not formally approved.  James did not anticipate any difficulty in receiving formal approval. 





� In its ruling, the district court stated James’s annual fee according to the proposed contract was $64,500, however, the  contract figure is $65,400.


� The district court’s total for the expenses was $23,540; however, using Exhibit “D” they actually total $23,940. (backhoe, $14,400; contract labor, $6000; pagers $240; licenses and CEU $300; insurance, $3000).





� James projected depreciation of $4,173.2 per year for five years, gasoline expenses of $3,360 per year, oil changes of $614.62 per year, vehicle insurance of $776 per year, and vehicle license of $65 per year.  


� At trial, James testified he purchased the truck because his equipment was “beating up” the interior of his 1992 Suburban.  In his brief, James further asserts he needed a different vehicle with an open storage area to transport the equipment and if he continued to use the Suburban, it would be rendered dysfunctional.  We will not consider facts not in the record. 





