
" , 

(dollars in billions) 
5 Years 

'. 'Total : Fed Share, State Share 

OffsetS'" 

Parental Responsibility, 


; Net Child Support savings 0.5 -0.2 0.6 

,Minor mothers provisions, ' 0.1 0.0 0.1 


Family cap 0.7 0.2" 0.4, 
, Cap Emergency Assistance 2.1 "2.1 0.0 
, Sponsor to alien deeming ­

5 year deeming 2.7 1.9 0.9' 
extending to 7 year deeming' 0.7 ,0.5 ' ' 0.2 

Family Day Care Homes ,', 0.6 ',0.6 0:0 
' ,Sodal Security: Eliminate dependent ", 


benefits for retirees with minor .
, 

chilaren 3.6 3.6 0.0 

Total 

Illustrative uses Of funding 
, Transitional 'assistance and work 

' .I 

Current estimate - : ,6.7 6.3 ' 0.4 
With i:lirrent law TeC* 62 5.8' 0.4 

. Two-parent provision 2·t ' 1.2 1.1 
Demonstrations and improving 

government assistance 2.6 ·;J..9 0] 
'Subtotal wi~~~ curren~ law TCe 11.0 8;9 2.1 " 

~ . .. ,' 

Maintaining Fiscal Shares*.* -0.2' 0.2 
".' Total funding 1'1.0 g:8 2.3, 

- -..-' . 

Net'State and Federal Costs' 

, , "," .~ , 
-Legislative changes in matchil)g rates or requirements for case management could increase the 

utilzation rate in Transitional Child Care (TCC), and addscorable costs. 


~ . 2 I. . 
-"Modifications to fiscal shares could include match rate adjl,lstments or other changes to the mix of 

Federal and State costs or savings.. ' '"...... ' .' . ' .,' , ' , 


Esti~ates f~r most 9ffsets are umeview~d HHS estimates:. Estimates for the Social Security provisio~ 
, are 5year COO estimates extrapol;ltcd to 10 years. 

-... 
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(dollars in billions) 
5;years ,,10 years 

Offset' 


3% Gambling excise tax 


Total Offsets 

Possible use offun,ding 

Non-AFDC Day Care 


, ~. 

, Net Federal Costs ' 

Gambling tax revenues prorated from Treas1,lry5~yeat and HI;iS 10-year,numbers for'a 40/0. 
excise tax, aTA staff indicate that prorating downward in thi~ manner 'will slightly 
underestimate revenues,' 

'v 

0' 

J 

'I 

, , 

.. .' 
, 0 

; .'. 

'I 
; 
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Limit the Growth in Emergency Assistance , '. . 

_ . The little known AFnCfEmergencyAssistance ,program had been constant at a relatively 

modest at roughly $100 million for l11,3.I1y years. Its originat intent was to help with emergency 

needs that would likely push them onto AFpC. Yet in the last few years states have discovered 

that the program to heip fund a wide ra,nge df activities formerly funded,almost entirely out of . 

state funds, especiatIy child welfare services and some' homel~ss serVices, that may not be ' 


. consistent with the original intent of EA, but which' are'legal under the eXtremely vague wording 
ofcurrent law. As a result the' program, is projected to, grow from $x in FY1992 to' $y in FY1999, 
Especially with tr~:'passage ofFamily Support an4 Preservation laShyear, this sort of entitleme'nt 
growth and COv! s;Jifiing ought to be checked~ -The proposal would cap each state's EA . 
expenditures at 3% ofAFDC benefits, The few states such as New Jersey and New York which 
~eady exceed this level would be gran~fathered at their current expenditure level. 

Savings in 1999: 

Five year savings: ; 


Deem Sponsor's Income Until Citizenship for New IOmiigrants . 
. , The Republicans have offered a bill to restrict all means tested benefit to citizens, 

elinunating lc:~gal immigrants who are not citizens'from support. By 1999 such a proposalwoj.lld 
save $x billion. It would also restnct support t9 a variety of immigrants who have chosen not to 
become citizens (yet). The vast majority of legill immigrant/non-citizens are here to work and 
establish a new future, rather than become a public trust ImmiSI:ation is generally restricted to ' .. 
people who are not likely'to become a public trust. These inClude ...These legal immigrants ,work' 
and pay taxes, contribute to and are eligible for employment insurance and Social' Security' 
according to th~ same rules as citizens, and generally are, expeCted'to contribute 'as citizens would, 

. Yet there are a significant number who,apparently do not come to work. . Remarkably, , 
over 20% of-persons on the SSI-Aged program are non-citizens. Most appear to be elderly . 
parents or relatives,oflegal immigrants 'and citizens who came under.a policy whereby American 
citizens and legal immigrants can, in limited numbers, bring in relatives to the U.S.' Partly to 

,prevent people'from becoming a public such immigrants must be sponsored by the relative. 
Current law genenluy requires that a portion of sponsor's income be deemea available to the . 
immigrant for the rust three years of residency in determiIring eligibility and benefits for sst and 
other programs. , A significant portion of the ~SI-Aged population seem to go on SSI in their 4th , 

. year. As partof the ill extension, such deeming was extended to 5 years for SSI until 1995 . 
. ' This proposal would extend deeming until persons became citizens, (Immigrants are' 

eligible to become citizens in 5 years.) Oruy persons emigrating with a sponsorwoulp be affected: ' 
Virtually all sa~ngs are from SS!. This seems 'a Sensible and defensible policy. ' 

Savings in 1999: 

Five year savings: 


~; . 

Eliminate the Late BaOY Bonus for Social 'Security Retirees " . 
, Retirees' who have"children receive a 50% higher Social Security ben~fit for as long ~s 


their child remains under 18 and lives at home. Since this requires that the J:>eneficiary'have' 

children after the age of 47 (44 if they Hi.ke ear~y retirement), this policy almost exclusively 




" , 

... 


..:< ' 

benefits male beneficiaries·who have children. late in life. Moreover, the mother of these children 
. , . ~ - ," . , . . . 

also qualify for a sizable Social Security benefit even if they are much younger than 62 so long as 
they are' caring for the child'and not working. (If such mothers work, they face the Social 
Security earnings test.) Clint Eastwood whojusthad a child at age '63 will be eligible fora 50% . 

, higher Soci~l Security benefit for the next 18 years.. Note since the benefit is available only until 

the child reaches 18, this'also provides a powerful incentive forthose with late babies to retire 


·early to collect the higher benefit longer. Donald Trump will qualify for a higher benefit if he 

retires at age 62, but by the time he turns 65, his child with Marla wilI tum 18: 


""t'lf Virtually no oQe knows this benefit currently exists. ·This proposal callsToi' eliminating the_ 
late baby bonus prospecti:vely. Curr~ntbeneficiaries will not be affected.- . , . 

SaVings in 1999: 
Five year saViIlgs: 

Coordinate Tax and Transfer Systems' , 
. . . There is virtually no coordination between the current tax and transfer systems. . There are 
significant differences iI1 the treatment ofdependents and others under the tax and transfer :. : 
systems, opening the possibility ofgaming the system. It is currently legal for a mother and 
children to reCeive AFDC and food stamp benefits while a man living with her claims the children 
for purposes of collectingthe ETC: (The Working Group met such a family in one of its focus 
groups). In addition, our tax system is based on ann~al.income, while the means-tested transfers 
are ,based on monthly income., In a modest number ofcases, persons with very high income part 
of the year, collect AFDC or food stamps during another part. If such persons received 
unemployment insurance, the,ill would be treatoo as taxable income an a portion of it would be 
taxed back. But there is no attemptto recapture means tested payments many form, even if ' , 
people have very high annual incomes. . . . " 

Closer coordination of tax and transfer systems would 'allo'w both more appropriate rules 
regarding the ETC and measures to reduce fraud in that pr()gram. And it would allow a policy 

.. whereby a portion of transfer· benefits would be IIclawed back" in'cases where annual incom~ was 
.well above poverty. The proposed'policy woulp effectively require that people above the tax' 
'threshold (110-125% of poverty) to payback up a portion of the "excess benefits" up to a 
maximum of 25% of their benefits above poverty to be paid along with taxes. Note this is still a 

· more-favorable treatment than currently accorded unemployment insurance or earnings which are 
.' both taxed, (The effective tax rate on earnings or ill is roughly 33% of income ab.ove the tax .. 
thres.hold--includirig the ETC ph~se out) .. Because taxes on' earnings arecoUected as though . 

. . persons earned that amount all year long, and be~auseofthe ETC, nearly all families would riot 
owe money and rather get as~allerfefund at the end of the year. . . '. . 

Savings from ETC coordination iri'1999: still being estimated 

· Five year savings: . . . 


,-,,,'
;.!'.,. . . . . 

Savings from claw back 19.99: $3.2 billion\ 

< Five year savings: . . 


.::. ~, 


. '. 
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#~~,' ~, Revis.d: 11/30/93'NY)"''''JII'''J!';C~ ;r7J?S 
ENTITLEMENT REFORM REVENUE OPTIONS 

. 	 , "FY 	95 96 97 ,98 ' 99 FY 95-99 
" 

1;1 	 Emergency Assistance Cap a. '3, 0..3 ,0..5 0..5 a.~, 2.1 
, ' 

1. 2' 	 Coordinate Ta~and Transfer programs l a. a' a. a" '3.2 3.4 ,3.6 '10..2, 

1:3 	 Mitior' Children and ~oung Spouses 
of, Retires a~2 0..5 0.,.8 1.0. 1.2 3.7 

;i 	 L: 

1. 4, 	 AdjustSSI ,2hild, Benefits Rates 2 ', 1.2 1.3 1.4 1.5 1',6 , .7 ~ a"", ~ 

1.5 	 Sponsor~hi~ ~f Alieni and Eligibility 0..1' 0..4 ,~d.9 1.5 1.8 4.7 

'f: 

Total 	 1.8 2.5 6.8 7.9,8.7 27.7 
,. 

.{ 	
" 

~ 

,
", 

" 

1. Preliminary ASPE estimq,tes based c'n TRIM simulations. Official Treasuiy;~stimates 
will revise them when they become available. 

r, 

.q.,' 

, 
.2. preiimina~y ASPE'estimates. The Social Security Administration is reestimating, them . 

, 	 L 
1 	 2 
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SUbject: 	 potential Revenue '.,for· Welf~e' Retom: . ,state' Sa'le's ",' 

Tax on Interstate .Kail-OrderSal~es " ',' , 


J. Minarik, B·.Selfrid9'e~. K. Fontenot,' ~.,:' Dean, 
W. New 	 , " ",.' 

BaCkqr01m4'.• ··cur~~ntit,· 'mail-Qrc1U 'mer~h~nts.· without a branch in . 

the purchaser's state need not ~Qll.ct sa~es ·t.ax on interatate, 

transact.ions.l·f the" 1nail-ordermerohants, were required t.o ' " "., 

colle.ct those sales taxes tor the'purchasers'home states, ,:the 


'. 	 home-state treasUries would 'not::be 'tlie only beneficiaries • Home­
"tate merchants would' all10 benefit, a,inc. they would gain, soma 
aale.thathad been lost :to,mal1'order~ '<Along- with most . . , 
governors/·the home-state'merch~ta'are the principal supporters 
ot ~an9'in9 the' law. ,.., . " '..' . ' .'~ . , 

8wuaary.A Federal law that required mail:"ordar m:.rchantswith 

at -least $5 million in annual sales to collect state sales ·t'ax on 

interstate. purchases WOUld' yield approximately $2.6 bill,ion to ' 

the _~~_~~~~_J!.99~1., Thoe,$ sales-tax:..i>roceed~:~o\iIcl, in turn, 
 '. 

,",comp~nllate tor l.ncreaaed state cost. (it welfare reform. ' 
',. . " . -i" r 

'. '\..; 

O' 	In":'state.· mercbants would beneflt. eve~', if inereaa.d, state' 

welfare share eXh&.usted' the,' gain in State,' tax 'revenue. . 


L 	 . ,,' ,,\ ,.' • .', '1 .' ' . ,'/' ,/," _, "I , '. ,. 

o 	 :'Alt:ernatively, the sta~e:o:-by-state calp~la1:ion could al;J.,ow .., 

.States to retain, say, 20 percent, of the added tax . 

prooeeds. ". ,.' 	 , .. 
 '; '>, 	 , ..:' .t \ ' ' .1' 


. This revenue proposllll' is not '_anoriset at' the Federal levei and . 

requires state-by-statecalculation Of added.. 'revenuea , and welfare 


. cost.' Despitej:.ha substantial.compleXity I thia revenue source . 

,dOS8 have appeal. because it wQuldaJso clo•• an unfair ·,tax "'" 

" loophole. I suqg8at that i t ~. eonaidared 'further.' . 
. 	 .... ' '/:"'. ' ' .. 

Burden ottha aeveDue IJlor.a•• ~ Aithouqhit is' usually believed 
'" 
.,'. 


that' 1Il0st,<.sales· taxes areultiltlately "passed on' to' the .purchaser, .. ~ -, ' 

J.hie may not be the .case in highly., competitive mark.et., " , " 

particularly in the short tenl •. · It ao:,and :.±fall '-interstate' " 


,sales ,we:r;:e taxed, then' some ll\a!l-:-order ~8rcharitsf'miqht· have to· 
a})s.orb ,the tax. (Mall~order i·nduII.t:ry qroup3,have sUCCessfully 

'al';g:ued aqainst this lonq-standing.proposal thu.s . far .) ,". 'Intha' .' 

long run, however, consum8rj·wo~ldprobablybear. most of the" 

added tax collection~,At pr•.5ent,t~o·very difterent· qroupe of 

'consumers probably.banet.it mostfrom,.the.tax· not beinCj collected: 


< 'J, ::1 '. 

, ! 

http:probably.banet.it
http:colle.ct
http:I'oa~�i.um
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o -Relattvely up.cale metropolitan residants who buy ­
"pecialty items, auch as' 'outd~r olothing .fro~L-.L. 

':" Bean.." 

0' Comparatively low-income rural refi1dents'buyinq items 
. not avail~ble locally (or' available only-at high
prices);' such as auto-or truck parts from J.e. Whitney
in Chicago. (The consumers' mail-order business t9 
Ward's, s_ars, Penney's arid.·the like i. taxed,beoause 
these large concertlrl qenerally maintain; branches in the 
parchaser' • state.) . . 	 . ' 

As a result o'f the precacHnquncertainties, figures on the " 
inoidence of collecting the tl!lXon interstate .al•• ·. are unknown, 
wheth.:ar 1) business VS. eonSU1!ler, 2) amonq consUll\.r.. at different 
income levaIs , . or .3 ) ruralV8. JII~tropol i tan. ' ­

without comparinq specific alternatives, there ,are pros and 'cons , 
,totaxinq.interstate sales for welfare retorm. 

11:0. 	 ',: ' .. 

o 	 Chanq'inq the tax 'law closes a loophole .that pan qive m'ail ­
order merchants ,an unfair ad~·antaqe. ' 

o 	 The revenue 1. likely to increasein.'·t1me" From 1990-1992 
, the potential revenue gain wa,s estimated to grow at 6 
perc~ta year. . 

o 	 Unlike many other financing pos8ibilitiea, there. would be 
n\:) cut in servi9e,sfor 16\f-income p~rao~•• 

'0' 	A 1992 Supreme Court deoision (Quill v. N~rth D~ota)
invited Conqress to legislate on State taxation, of ' 
interstate mail-oraer 1!IalelJ~Con9Te~smay soon be tempted 
to take up this invitation, perhaps to, compeneatethe . 
states for an' otherwise unfunded mandate. 

coa. 
• ,r 	 •. 

o 	 Five 'S~at~s (none populous) 'do not "levy a qeneralsales . 
tax.' They are Alaska,' Oelaware, Montana,' ~.w Hampshire"
and Oregon;-' " ' " ',. ' 

'~-" 

o 	 Thesa, ad.ded rev.~u.8:can help the 
.. 
Fede:ral Gover.n..ment pay

for weltare reform only indirectly and not'simply•. state 
! cost, .hares must be increased' and this increase must relate ' 
to a.h~Btimate ~f eachState'~; a~d~d tax proceeds. ," 

, , 

. 0' 	A.ul:'.ltle Federalism issue lurks, perhaps .: near mandate. ­
"'"A 11'6""0,..,., t::'OVArnmeTit ,t.raditionallv bas avoided '. 
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Federal excise·tax.s arelevi.d on very specific items, 

.uch.as to:bacqo.L :But.'to off••t the. increa••d paymer;t for .,.... "'! 

welfare, States would have to tax interstate sal... .' . 

Presumably I stateswould..not:'be averse to' taxinq merchant. 

outside their borders, bUt what if ·the state ever wanted to . 

reduce'or elilDina~. (as Alaska c!id) its sale. tax in 

qeneral? (A reduction might accompany a hiqher stat.· 

income tax.) Perhaps the Stat.e-by-state calculation in 

Federal law would derive trom la&tyear'stax rate, but 

this adds complexity. . 


Ravenu. latiaat•• for Diff.r.nt V.riant.~, 	 -, ~, 

(1995. Added coliections,billions'of dollars) 

stat. tax only, DO ·_ll-••rchant··ez••ptioD 	 3.6. 

state taa only, ••rahant. with >,•• ann•••~••. 2.6 (Quoted above) 

stat. to: oDiy, aercballt.a with >'10 a au••al••.... 2.4 • 

State tax plus .10ca1.•alest.. levie4 UDif~~lY, 3.8 
no 	1Im&11-merchaDt ax"ptioZl . 

stat. tax plus ali local .••1.. ta••,· 	 4.3 
DO 	 .mall-aarchant ...amptioD 

, : 

The fi9'\lres derive fromestimat•• made'- by the U.s. Aclvisory
'Commission on Intergov.rnmental Relationa. Those estimate. were. 

not prepared for costinq,but for policy discusaion. The 

estimates do not· incorporate· any behavioral effects, such' as 

reduced mail-order sales.aftar l>8in9 taxed. The estimates for 

1992 were updated by. OMS .taft. 


o 'E~timates abo~e are available on: ~ St~te-by-State basis •. 

o 	 ,The'mail-order industry disput.es the ••timates above. It 
once a.timated tax 9ains that were only' one-third ot the 
'earlier version of those estimates. . . '... 

'0 The exemption ot· mail~order merchants., with annual business' 
under $5 million i •. from a study that~in1:erview~da.firm 

;. m~inq computer iloftware to handla different sales t~. 
rites. , 	 . 

-- The firm said that merchants above the $5 mili10n . 
threshold ·'could· use its software efficiently ~ , . 

SBA, however," makes small business loans available to 
mail-order merchants with annual sales of less.trian 
$12.5 million, aeeordinq to the same study t. 

http:disput.es
http:Diff.r.nt
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~ 	 Applyinq local "aales tax.. -- not :just state: tax'~ -- to , 
interstate sale. would raiae addit:i'ona! revenu'6, but with " 
added,complexit.y'. ,In many local-aal.lI-tax stateif, the rate 
varies from. plaoe to placEh ' 

An alternative also appeara.. above. It would oolleot 
only tho.. local: taxes 1.viel1 unitormly by counties , 
(e.q., California)"or by other jurisd.ictions of a , 
s in;Ie kind. I, ' , ' . " ' , ' ' ' , 

-- BecaUSe the states grant authority for ,..looal sal.. . 
taxation, a Federal law could raise tederaliam coneern., , 
depandinq on how the law is written. 

current LegialatioD.Lastmonth, sana'tor Dale Bumpers CD-Ark.)
introduced the "Tax F~irn.s. for Main street Business Aot," 
S.1825. He chairs the Small'Suaine.1I committee but the bill was 
referred to the Fina;noa' Com.mitte~, whioh has not acted ,on it. 

o The bill allowsStatea to tax mail-order merchants' beyond 
theirbordars, 'with certain proteotions and exemptions, and;, ' 

,capitalizes on, tho 199~ QUill decision.' " 

o 	 'There war,a six oriqinal' co-sponsors, inoluding' on. 

RepUblican, Sen. Coohra.n eMS),. Cochran has introduced 

similar leg-islation in previous ,ye~r5. 


,.•.", 

" ' 

, ",i;,. 
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~TO: IS!lbel'Sawhill· " ' 

FROM:, 	 Richard B. Bavier 

Office, of Mgrnt and Budget ,HRVL,! 


CC: 	 Stacy L. Dean 
CC: 	 Wendy C. New' 

SUBJECT,: ,Discussions~with,ASPE and ACR're: participation & joH~search 

I met with Don Oellerich, Donna Pavetti, and How,aid Rolston to 
talk a~out how to score up~ftoht -jcib search and ho~to think abbut 
participation l~vels in JOBS under welfare reform. 

Up;" front 'job search -We.identified three models of up-front job" 
search: 

1. Pure applicant job search. (Yoq·apply.for AFPC on ~hursday, 
you report for,job search ~n Monday.)' AFDC e~igibility begins 
only after completion of 30 days of job search. There are 
administrative savings' f:rom this" approach,' along th!= lines Mike 
drew, because,initial AFDC" checks are, delayed ~ San' Diego. 1 seems 
to be the best evidenc:;e on which to base estimates of behavioral 
ef~ects from 'people getting jobs~ ASPE said t~ey would not 'be 
able to estimate this usingtheTr current models. 

. 
2. Immediate job ,search for AFDC eligibles. 

, 

(You find out you.' 
are eligible on 'Thursday and'report for job search the next 
Monday.) This approach,tries to avciid spending job sea~ch funds' 

'on!he many applicants who, for one rea~on or ~nother, don't end 
.--	 up on AFDC. However, it makes, job search !lutomatic fcii- those 


without a p~ima facie deferring condifiori' (like 60 or 'older, or a 

non-:parental,caretaker). It·doesn't·wait for an. assessment and 

employability plan to be,dra~n Up. 


". Thes~aff people at f~e m~eting se~med to~gree that, this approac~ 
might be targeted on all 'applicants above t,he' pliase-in age. ,Two 
arguments w~re, offered. First;' ~ SWIM-like effect, based on a lot 
of job search, WilS already being claimed for the' phased-in. A 
prior'r.ound of job.,-search probably wouldn T t, add much scorable 
savings., Second, the lar~e welfare savings impacts of job search 
have'tendeato be for mothers with older children and some wcirk· 
experien6e:(i.e;, neither the ieast ,job-ready nor the most 
.job-ready)~ .Targeting on appllcant~ over 25 would, hit a rich ,mix 
of parents with,these cha~acteristics. 



" 

Although most. work force attachment demos with rigor9us 
evaluations did no.:t get people into job search the first week ,o.f 
eligibility, a number: such ~s SWIM and GAIN and FloridaPs FIP;' 
route a. lot therewithin'a: fe\/ weeks. It appears that savings 
could be justified ~basedon 'the ',evidenc~ from these programs. 

, ASPE wi'll ,try to model some ,of thi~. - '-, .. ' 
. ~.... :s.v 

3 ~ 'ASPE was interested';'i,I1,.~omething closer to' making j ob ,s~arch .. 
the first activity in'most ~mploya~ility plans. They intend to 

, estimate impacts from a tl,1ird model alon,gthese lines. ' 

The savings from any of these moqels would ,be influenced by 
whether funding was coming'out of "the current JOBS ,baseline, or 
form new money. .We agreed to start thinking about job search for 
not-@ased-in ap..E,licants being funded from the share of .!:.he JOBS 
baseline ,not allocated to the·phased-in. That would involve 
requfi in'g-:-up-front]OE search for current JOBS mandatories and, 
trying to estimate and claim savings for the'difference,betweel1 
the impacts 'of the current: JOBS use of these funds an~ the more 
effective use we would be proposing. 

, " . 
Participation levels - There was no real arg~ment to my 
explanation of' why ASPEm6deling of JOBS uDder r~(cirm was 'much 
more ambitious than SWIM. ,: Don indicates that he expects to ,end 
with total monthly'participation around 50 percent. (To this 
point, ASPE ,has been modeling countable participation around 50 
percent, ~nd total partici~ation"a~ound 77 percent.) 

Don was unwilling to say that ASPE's JOBS estim~tes would fall by" 
about: one-third. However, we went' through the way ASPE derives 
annual unit cost data: from current JOBS data, and all present 
se,em\ed J?retty comfortable with it. It seems ,to fol'low that '~OBS 

"costs wl.II"have to'. drop to around the levels w,e've been call1.ng 
the less-inten~ive. This would still be far above the 35 percent 
m6nthly participation in ~~r~nged or self~initiated activities 
SWIM managed in its 'second ye~r. 

The discussion walked around th~ issue of whether there would be 
an int~nsity measure like th~-6urrent 207hour-rul~.' Policy 
officials ne,ed to, address this, although' a pros and cons st,aff , 
paper, would, be, ' hEHpful. ' , 

Phase-in-I also broqght up, as an issue forfutu're discussion" 
the ASPE phase-in scenario. The i~ea that a lot.of states will 
come in a y~ar early is based on the ,JOBS e>.Cperience. B,ut stat't:~s 
won'It have state":':level programs like WORK the way GAIN was alr'eady 

.' like' JOBS., Further, in my mind,·'the"likelihood" of a 'richer' " 
.'" ,;, federal' match is' supposed 'to entice states into"'early 

implementation. ; But,this may ruh into another policy goal ~''', 
reducing federal matching for cases the, longer cases· stay on' the 
rolls'.' ',I' 

I asked,ASPE,to think about how they wbuld justify their 
assumption about early pha~e-in. We also sll'ould know what costs 

http:call1.ng


.- ..
' 
./ 

. , , 

and'phase~in would look like if states don't com~ io earl~. 

WORK overhead -'-Don had a copy of t.h~· tables you se~t over to HHS 
"show~ng our options. He . asked' about several point~·. .There didn't 

, ..seem to -be any objections about the way the technical re-estimate. 
was done. In explaining the WORK overhe,ad. cap, .1 noted that I'h had 

.asked several times to have,_.I:IHS find out about· the· ov~rhead 'of 
la'f'ge ....f?pale workfare programs, lik,e ,NYC and OhiO. ASPE =:;;uggesteq 
-that OMB follow~up. on this. . 

" 

. " 

, 
',' 

..:.. 

I.'{ • ' •. ', 
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T~LE 1- PRELIMINARY SUMMARY COST FSTIMATES (FEDERAL AND STATE> 
, 'FOR,ELEMENTS OF A WELFAJRE REFORM PROPOSAL ' 

(By flkal year, ia millioD~ of dol1iu"S)" 

5 Year S. Year 
, Federal ,Federal 

Packllge ~ " Package 2 
PAREN IAL RESPONSIBILl 11' 

Minor Mothers . ",,«;i
No Additional Benefits for Additional Child'ren 

Child'Support Enforcement 

, PaternilY Establishment (Net) 


Enforcement (Net)

Computer Costs ",' . 


. SUBTOTAL.. PARENTAL RFSPONSIBIt.lTY 


1'RANSITIONAL ASSISTANCE FOLLOWED BY WORK , I 

JOBS.Prep . 

Additional JOBS S~ding 

Additional Child Care for JOBS 


WORKPrognun • 

Additional Child Care for WORK 

Sllvings from Child Care and Other Expansion 


Ttunsitional Child Care 

Enhanced Teen Case Management 

Savi.'"lgs - Caseload Reduction ; , , 


. ADP Federal and State SY$temslAdmin Efficiency . 
SUBTOTAL, JOBS/WORK , 

SUBTOTAL, JODSIWORK AND PARENTAL RESP 
I 

WORKING POOR CHILD CARE 

REMOVE TWO PARENT (UP) RESTRICTIONS 


Comprehensive Grants 


Non-c:ustodial Parent JOBSIWORK Programs 

• .' • l 

Access Grants and Parenting Demonstrations 


Child Support Assural'\C<: Projects 


IDA and Mieroenterprise' Projects 


SUBTOTAL SPECIAL INITIATIVES 


IMPROVING GOVERNMENT hSSISTANCEOGA) 
. 

State Flexibility on Earned Income 

and Child SupportDisrcgards. ' 


GeneraUy Confonn Assct.s to Food Stamps 


lnerca.sc Territorics' Caps 

All Others 


SUBTOTALIGA 


, GRAND TOTAL 

'" 
(30) 

Q20) 

(90) 
(160) 
370 

(130) 

0 
2;295 
1.610 

1,330 
610 

(100) 

445 
170 

(215)
545 

6,690 
6,560 

1,500 
495 

200 

130 

30 

120 

60. 

540 

" 

385 
0 

0 
(5) 

380 

, .9,475 

(30) 
(220) ,~", 

-- "(90) 

, (160) 


370 

(130) 

. 300 
2,295 
1.610. 

1.330 
610 

.(tOO) 

445 
170 

(215) 
S45 

6,990 

6,860 

3,500 . 
495 

200 
390 

70 

290 

145 

1,095 

385 ' 
100 

185' 
(5)

665 

, 12,615 

, President's Table with Full Phase-In in FY 1996 with Further Adjus1anents 
, ' • .! 

in JGA, Working Poor Child Care; and Demonstrations; UP Two-Puent 

Provision as State Option. Comparisons betweeo. Package 1 and Padcage 2 
!,.", 

Note 1: Parentheses denote savings. ". ' ',' .,--'''---,--,--,-,-,-:-.-,' 

Note 2: Five Year and Ten Year Federal estimat/;:$ represent 80% of ali expenditureS eJl;;et.:pt for, 


the following: benefirs arc at current match I1iteli; child suppC;irt is'·matc.hed· at races: . ' 

specified in the hypothel:ical plan; and comprehensive demonstnl(on gl1inbi are marched al.,lOO%. 


Source; HHS/ASPE staff estimateS. These estimatea have been shared with staff within HHS and OMS but 

have not been officially reviewed by OMB. The policies do not represent a consensus recommendation 

of the Working Group Co-Chairs. ' 
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o 
' ­
00 -04/U/94
o 
o SUMl'vlARY OF COSTS FOR \'VEL,FARE REFORJ\>l PACKAGES['§l 

•''c 

Cl 
IJ.l 
IJ.l PACKAGE l COSTS 0:: 

IJ.l 
U 

;::, PARENTAL RESPONSmlLITY 
0:: 
g:a 

, 1 TRANSITIONAL ASSlSTAN,¢E ­
.,. 
.,. WORKING POOR CHILD CARE 


i".. 

Il) TWO PARENT (UP) PROVISIONS 
..-! 

SPECIAL lNITIA TlVES "" g: IMPROVING GOVERN¥ENT ASSISlANCE 
fJl 
'..: 

o 
fJl TOTAL cosrs FOR PACKAGE 1 
fJl =tz:: 

PAC1<AGE 2 COSTS 
j 

PARENTAL'RESPONSffiILITY , 

TRANSITIONAL ASsIStANCE 
WORKING POOR CInLD~CARE ' 

~ 
00 
~ TWO PARENT cuP) PR9V1SIONS 
t ­

o SPECIAL INITIATIVES 
CI) 

(0 
 I1\lPROVING GOVERm-IENT ASSISTANCE -, 
.,... 
o.,... 
,~ TOTAL cosrs 

Note 1: Pa,rentheses denote savings. . 

(DoUars in l"IilUons) 

I; 0;
, 5 Year ]0 YearFY 1999 " 

Total Federal State I 'Total Federal StateTotal 

(8,055) (1.980), (6,075) '~'( 1.220) (130) '(1,090)(625) 

25,185 22,030' 3,1558,170 6,690 1,4803.305 

1.875 1,500 '375 6,930 5,545 1,385 '"900 
, 375 2,875 'I 1,580 1,295895 495 400 

1,830 1,530 ,300625 540 85225 

'265 2,060 ' 845 1.215635 380 255 

30,825 29,550 1,275, 4,445 10,980 '9,475 1,505 

10 YearFYmt9 .5 Year 
, Total Total ' Feder.tl Stale Total Federal , State 

(625), 0,220), (130) (1,090) (8,055)" (1.'9~O) (6,0]5) 

26,555' 23,125 3;4303;415 8,545 6,990 1,555 

14,945 - 1~,955 . 2,9901~875 4,375 3,500 875 

2,875 1,580 1.,295:375 895 495 " ,400 
t : 

3,945 3,225 720 }~t50S 1,315 1,095 220 

3,250 1,620 ' 1,630 
:';

400 1,085 " 665 420 

43,515 39,525 3,9:9<J5,945 14,'95 , ]i,615 2,380 

. 

't ­ Note 2: Five Year and Ten Year Federal estimates represent 60% of all expenditures except for 
Il), 

.,... the following: ben~fits are at current match rates; child support is matched at rates .1 
..-! specified ir) the hypothetical plan; and comprehensive demonstration grants are matched at 100% . 

"" CI) 

' ­.,... 
..-! 
' ­

Source:' HHS/ASPE staff estimates. These esti,mates have been shared with staff within HHS and OM8 but 

have not been officially reviewed by, OMS. The policies do not represent a oonsensus recomm!'1ndation 

of the Working Group Co:Chairs. 4 

"" o 
,', 

'{~ 

'',..­
\\. 

¥j 
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TABLE Package 1- DETAILED SUMMARYCOsr ESTIMATES (FEDERAL AND STATE) 
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL 

(8y r.seal year, in millions ofdollars) . . 

. , . 

Minor Mothers' . " 

No Ad9itionlll Beliefits for Additional C;hildren. 


. Child Suppo~ Enforcement' . 

~ity Establishm~t Qjet) 

Enforcement (Not) . " . 

.Computer Costs 


SUBTqTAL~ PARENTAL RESPONSIBILITY' 


TRANSITIONAL ASSISTANCE FOLLowED BY WQRK 

JOBS.Prep 
,'J ~ 

Additional JOBS Spending 

Additional Child Careror JOBS 


WORK Prog~llm . . 

Additional Child Care for WORK 

Savings rrom child Care and adler Expansion 


Transitional Child Care 

Enhanced Teen Case Mllnligemcnt 

Savi~gB Caseload R.eduction 

ADP Federal and State System~1Admin Effidcncy 


SUBTOTAL, J08SIWORK . 

SUBTOTAL, JOHSfWORK AND PARENTAL RESP. 
. , 

WORKING POOR CHILD CARE (Capped at $900 million 
in net spending). . 

REMOVE TWO PARENT (lIP) RESTRICTIONS. . "" 

~mprehcnsive Grants 

'Non-Custodial Parent JOBSr.vORK Programs 

ACcess Grants and Parenting Demonstrations 

, Child Support A$~uranee Projecb 

IDA and Microenterprise Projccls 

SUBTOTAL SPECIAI~ INlTIA TIVES. 

IMPROVING GOVERNMENT ASsISTANCE (lGA) 

State Flexibility on Earned Income, 

and Child Support Disregards 


Generally Conform (but not Increase) 


Assets to Food Stamps

All Others _ 


SUBTOTALIGA 
, .. ~ 

,GRAND TOTAL 

5 Year 5 Year 10 Year 10 Year 
Total Federal Total Federal 

(85) . (30) , (210) (85) 
(660) (210) - -(2,150) (810) 

0' ••~' 

._,(535) (90) (2,080) (400) 
-(405) (160) -(4,700) (1,555)

'465 370 1,08S ... 870 
(1,.220) (130) (8,055) , (1:980) . 

0 0 0 0 
2.870 2.295 -7,liO .5,690 . 
2,010 i,610 4,910 3,930 

1,660 1,330 11,490 9,190 
760 610 5,240 4,190 

(185) (100) (1,480) (815) 

555. 445 2,565 2,050 
210 170 595 475 

(390) (215) . (6,070) (3,340) 
680 '545 825 660 


8.~70 6,690 '25,185 f2,030 


6,950 6,560 17,130 20,050!-­

1,875 1,500 6,930 5,545 
~95 495 2,875 1,580. 

200 200 350 350 

,165 pO 815 650 

35 30 7S 60 

150 120 415 330· 

20 " 15 175 
, 

14{) 

570 495 1,830 ,1,530 

2',225 850710 385 

.0 0 0 0 
(75) (5) (165) (5) 
63S 380 ~ 2,060 - 845 

10,925' 9,430 30,825 29,5~O 

.~ ..." 

I'r~ident's Table with Full Phase-I.n in Fy 1996 with Further Adju.<;~ll.lents in IGA, Working Poor 

Child Care, and Demonstrations; UP Two.-Pa~c.ot P~"isiOn I\S State Option;EliminliteIncre~sc;; 
in Ter'ritDries' Cap; Conform kiset Rules to FOOd Stamps but no In~:ease in Limits~ , 

Note 1: Parentheses denote saVings. , . .: 
, Note 2: Five Year~l1nd Ten Year Fedel'1!.i altimates represent 80% of aU .:.xpenditures except (or .,,;:;_ 

the fOllowing; benefits are at current match rates; child support is matched aL [lltes . " -" .. 
specified in the hypothetical plan: and comprclJcnsive demonstrati<.ngmnts arc ma.tclled at l00%~ 

Source: HHS/ASPE staff estimates. These estimates have beensh.llred with stsJfwithinHHS and OMB but 

have not been officially re...ie~ed by OMB_ The policieS do not represent a consensus rocommenda~ion 

of the Working Group. c::o-Chairs, . 


r. 
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TABLE 1>ackage 2 - DETAIL.EO SUMMARY COST ESTIMATES (FEDERAL AND STATE) 
. . FOR ELEMENTS OF A WELFARE REFORM PROPOSAL .. 

(By rlScal year, in millio~l off dollars) 

Minor Mothe.n 

No Additional Bene.fits for Additional Childn::n 

Child Support Enforceme.nt . 


Paternity EstabliSfiment eN d.) . 

Enforcemen.t (Nc.t)<""" 

ComputcrCosts 


SUBTOTAL; l'ARENTAL RESPONSIBILITY 

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 

JOBS-Prep .. 

Additional JOBS Spending 

Ad4itional Child Care for JOBS 


WORK Program . . 

Additional Child Care for WORK 

Savings from Child cite andOthe. Expansion 


. Transitional Child Care 
Enhanced Teen Case Management 
Savings· Caselo&(f Reduction 
ADP Fcde.ral and Star.c Systems/Admin Efficiency' 

SUBTOTAL, JOBS/WORK . . 

SUBTOTAL, JOBS/WORK AND PARENTAL RESP 

WORKING POOR CHILO CARE (Capped at $1.9 billiOn 
in net spending).: . 

REMOVE TWO PARENT (UP) RESTRICTIONS: 

Comprehensive Grn~ts . 

Non-Cu~todial Parent lOBSrwORK Ptogl1lms. 

Aecess Gl'Utlts. and Parenting Demonstration,; 

Child Support Assurance Projects 

IDA and Microcntcrpnse Projects' 

SUBTOTAL SPECIAL INITIATIVES· . 
I 

IMPROVING GOVERNMENT ASSISTANCE (lCA) . 

State Flexibility on Earned lncome 
and Child Support Disregards 


Generally. Conform AsSdS to Food Stamps' 

Inerease Territorics' Caps 

All Others 


SUBTOTAL IGA 

GRAND TOTAt, 

SYear . S Year 
Total Federal 

(30)(85) 
(220)(660) 

, (90) (535) 
(405) ." (160)
4:65 , , .. 370 

(1,2lO)--- ...' (130) 

375 300 
.2.870 2.295 

2,010 1,610 

1;330 
760 

1.660 
610 

(185) (100) 

555 445 
210 170 

(390) (215) 
680 545 

8,545 6,990 

7,,325 6,860 

,4,,375 3,500 
495895. 

200 200 

490 .390 

85 70 

360 290 

180 145 

1,315 1,095 

,385 
265 
710 

100 
18) -, 185 
(75) (5) 

1,085 665 

14,995 12,615 

10 Year ·10 Yeal" 
Total Fedceat 

(210) I (85) 
. (2,150) (810) 


(2',080) 
 (400) 

(4,700) 
 (1,555) :'" .~.. : 
1,085 870. 


;(8,055) 
 (1;980). 

1,370 1,095 

. 7,110 
 5,690 

. 4,910 
 3,930 


11,490 
 9,190 

5,240 
 4,190 


0,480) 
 (815) 

·2.565 2,050 

595 
 475 


(6,070) 
 (3,340) 

825 
 '660 


26,555 
 23,125 

21,145 


14,945 


~8,500 

1l,955 . 

.2,875 
 1,580 


350 
 350 
.. 2,900 1.600 


180 
 145 


995 
 795 ' 


420 
 335 


3;945 
 3,225 

2,225 850 

655 
 240 
535~· . 535 

(165) (5) 

3,250. 
 1,620 

39,525 ' 

President'S l'able ~th Full ~hll~e-In in FYl996 with:AdjustmcntS i~.IGA, Working Poor C~ild C~re. 
Demonstrations; UP Par~nt rrovi~ion as State nptioo. ',. 


~~--~------------~--~-------
Note 1: P~rentheses denote savings .. 
Nore 2: Five Year and Ten Year Federal estimates represent 80% oraU expenditures cxe<::pt for 

. the roUowing: bcncfil~ are Ilt i;urrent maI.Chrares; child support is fnau:heda~ rates . ,:'I:' 

specified in'the hypothetical plan; and comprehensive dcmonstrati.:,n grants are m;ttched at 100% . 
. Souree: HHS/ASPE staff estimates; These estimates have bCcn'shn.red with staff within HHS and OM B but 

have not been officiaUy rciric:wed by··OMB. The policies' do not represent II. COns~lius recommendation 
of lhe Working Group Co"Chau-s, .. .. 
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Welfare Reform Financing Options 
" 

, , ' 

DoIiarsin Billions 

5 Year 10 Year 
- 4/11/9416:45 ' Total Federal State Total Federal State 

,-Sununary: 

,A. Program Savings ,5.64 5.24 0.40 16.83 15.03 1.80 ' 

B. Enforcement Savings ',,2.07 2.07 0.00 4.27 <,4.27 0.00 

C. Extend Expiring Provisions 2.10' 2.10 0.00 _11.46 11.46 0.00 

, " 

Total: ,Financing Options 

I 
" ,< 

~-: ", 
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" Welfare Reform,Financing Options 

", 

Dollan in Billions 

5 Year 10 Year 
'"]' 

4/11/9416:45 	 :Total ' Federal State Total Feder81 State 

I"","i'A. Program Savings 	 .......,... ,-- , .., 

.. -.; -.-...
' ... 

, ',. Litnit Emergency Assistance 	 1.50. 1.50 0.00, , .,.. 4.00 4.00 0.00 
_.. 

• 	 Make Current 5 Year SSIDeeming Rules 

, Permanent and Extend to AFOC and Food 
 " 

Stamps. After 5 Years, Continue Deeming' for· 
those Sponsers with AGI > 40K for 10 years or 
Citizenship. Limit Assistance to PRUCOLs. 2.20 . 1.80 ' 0.40· 8.70 . 6.90 1.80 

.' 	IncomeTest Meal Reimbursements, to F~ly 
Day Care Homes 0.57 0.57 . 0:00 .1.72,' . 1.72' 0.00 

, , 

• 	 Limit DeficiEmcy,Payments to Those Making : 
$100K or More from Off-Farmlncome ~r Y~!ir 0.61 0.61 0.06 1.31 .1.31 0.00 

. e': Fair Transaction Costs,with Graduated Interest ~,~\ -Ie .,( 

, Rates for Early Redemption of Savings BOnds, 0.76 0.76 0.00 1.10 1.10 0.00 

Subtotal 

B. 	E~forcement S.avin~s 
EITe: " 	 ; 

• 	Deny to Non~Resident Aliens .. 0.13 0.13 ' 0.00 0.33 0:33 0.00 

e 	 Require Reporting for boD Personnel' -0.16 . 0.16 ; '0·09 0.40 .OAO 0.00 ' 

Gambling: 

• 	lnqease Wi thholding on Gambling ~inni.ngs 
;. $SOK to 36% .' I.' 0.52 .052 .. '.' 0:00 0.78' 0.7S, 0.00 

e 	 Withholding Rate of 28% on Keno, Bingo,:510ts, ,0.25 0.25 i;O.OO . 0.32 0.32 0.00 
"r-.¥:-' 

e 	 "Require Inf0rmation'Reporting on Winnings 
, > $10K from GambUI}g , :.' , . 0.22 0.22 0.00 .0.61 0.61 0.00 

• 	 Treasury currentlyniviewing'this estimate, . 
, , " ' . 


, " ' '. 

, . 
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Welfare Reform Financing Options 


Dollars in ,Billions 

5 Year 10 Year 

4/1l/9416:45 TQtal Federal State Total Federal State 

..~~'. 
, '. 'Ci;rut Tax Deferred Annuity Interest Bui1~:Up' 

of lOOK/SDK per Year Annuities 0.80 '0.80 0.00 1.83 ' 1.83 j).OO , 

Subtotal 

C. Extend Expiring frovisions" , 
, '~, 

'O..o.~ .• 	Hold Constant the Portion of Food Stamp ~ 


Overpayment Recoveries tha~ States May, , 

Keep 0.05 0.05 0.00 0.12 0.12 0.00 


• 	Fees for Passenger Processing and other Custo~ . 


Services " ,,', .y~ . 0.00 0.00 0.00' 1.04 1.04 ' 0.00 


, ' 

• 	 Extend Railroad Safety User Feeso~!;>( 0.16 0.16 0:00 0.41 0.41 0.00,'" 

~"",~o 
. . 

• 	Guarantee the Securitieslssued in Connection' 

'with VA's Direct Loan ~ales. ,0;08 '0.08' 0.00 0.16 '0.16 0.00 


~ 	 Increase the HOUsing,Loan Fee to 3% for ~ultiple 


use of the guaranteed hoine loan program when 

there, is less than a 5% downpayment ' ' 0.03 0.03 0.00 0.14 0.14 0.00 


• 	Increase' the Housing Loan' Fee on most guaranteed ' 

Loans by .75% (i.e./no downpayment loan fee ' 

increased from 1.25% to 2.00%) 0.14, 0.14 0.00 0.78' 0.7S 0.00 


• 	 Extend VA's Authority to Consider Resale 
, 'tosses in Detennining WhetherVAShould'Pay 
,the Guarantee or Buy the Foreclosed rr'operty and 
Resell it ,;. " 0.02 0.02 0.00 0.09 0.09' 0.00 

'.;t... 

.• C~l1ect' the Cost of Treating Service Connected 
, ' Veterans for Non-service Connected Conditions ... 

from Health Insurers 0.39 0.39 0.00 2:95' 2.95 0.00 
""",

• Some savings require additional administrative effort which may have discretionary costs. 
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,Welfar~ Reform Financing Options', 


Dollars hi Billions, 
':' "5 Year 10 Year 

4/11/9416:45 Total, Federal' State Total Federal" State 

• ' Collect P~r Diems and Copayments from certain~"· 
Veteran's (or Non-service Care 0.05 

.. ' 

·0:05., .. , :0.00 . 0.31' "0.31 ' 0.00 

• VA pensions and Medical Care Cost Recovery. 
Verify veteran's selfwreported income data with 
the IRS and SSA ' 0.21' ' ,0.21,' 0.00 .1.35 135 ,,0.00 

• Cap mean.s..tested pension benefits at $90 per 
month (or veterans and survivors who receive 
Med~caid nursing home benefits 0.19 0.19:N/A '. 1.30, 1.30 N/A· , 

• Round do-wn monthly benefjt levels and pro'1de '/' 

reduced COLAs to beneficiaries grandfathered 
into the new survivors prpgram 0.64 0.64 0.00, 1.98 1.98 0.00 

• Maintain GI benefit COLAs at 50%, which 
was to have been a full COLA in 1994 but was eliminated, 
and reduced by 50% in 1995 in OBRA93 0.15 0.15 0.00 0.83, 0.83 0.00 

Subtotal 

. . 
Total: Financing Options 

Possible Alternative ...... 

• Gamblin~ Excise Tax at 4% 3.16 3.16 0.00 7.21' 7.21 '0.00 

."'.' \TI:Us propoSal represen~ a' shift 'from federal VA costs to federal/state Medicaid,costs. States would 
bear the cost of the federal savings,'·· ' ':,'h' 

. .'-""1 '> I . . , " 

L, 
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. ~elfare Reform Financing Options, 


, . ',' 

:rrogram Savings , . 
,.....,· ..... 1 

Limit 	 Emergency. Assistance' .."".::. 

.,. 5 year Federal savings: $1.5 B 10 year Federal savings: $ 4.0 B 
• 	 cap each State's AFDCemergency assistanc:.e ~ditureat FY19931evel~ 

(with inflation adjustments for future years), or' , . . 
lirrut spending to 3% of a State's, total AFDC benefit payments from the past 
year (a grandfather clause. could protect States with large funding drops). 

• 	 specifics of this proposal are still under development, 
, 

Tighten 'Sponsorship and Eligibility Rules for 'Non-Citizens" 

5SI, AFDC and Food StCllIlps 'require, that part of a legal iirlrrtigrant'sponsor's income 
is deemed available to'the immigrant for alirrutedtime, should he/she need public 
assistance: . ,The following tightens benefit ,eligibility for non-:citizens: ,;. " ' 

. " ' 	 ' . . . 

• 	 5 year Federal savings: $ 1,.8B 10 year Federal savings: '$6.9 B 
.' change the dee~ng period for AFDC and Food Stamps'from three to five. 


years, and permanently extend SSI's five year .deeming provision, which 

reverts to three years until FY1997. , , '. ' , . 


• 	 'deeming continues for another five years for those aliens whose sponsors 

have adjusted gross Income over $40,000., . , , 


• 	 Creates PRUCOLeligibility criteria in the SSt,AFDC, and Medicaid programs 
, siIDilar to the tighter Food Stamps criteria. . . 

Income,Test Meal Reimbursements to, Family ,Day OzreHomes 

• 	 , 5 year Federal,savings: $.57 ~ . " , JO year, Federat'savmgs: $ 1.72 B , 
• 	 . Family day care homes in low-income areas would, receive reimbursement 


for all meals at the "free meal" rate, ., . 

• 	 Other.homes could Choose between: 

(a) not means-testing and thus re,~eiVing "reduced prlce"rates,or 
(b) means-testing, in whi'ch case meals, for cltiJdren under 185% of poverty 
would be reimbursed at the ,"free meal" rate and mec¥s for children aboye 

, 185% of POV~!ty would be reimbursed at the "reduced price" ra'te. 4.' 
, 	 ..' . 

" 1, 



Limit DefiCiency, Payments to Those'Making $100,000 or, More Annu.a1.ly From Off-

Farm'Income ' ' ',' " 


• 	 5 year Federal savings: $ .61 B ' 10ye~ Federal savings: $1.31 B , 
• 	 , Producers receiving $IOO,OOOor more in off-farm adjusted giossincome . 


.. would be ineligible for C~mmodity Credit Corporation (CCC) crop ~ubsidies. 

• 	 • • '"< ~ 

Gra4u~~~~ Interest Rafes for Early Redemption,. 0/ 5av{,tgs Bonds 
< •• , "'.-..... "'.~..:~ ": 

•. 	 . 5 year Federal savings:. $ .76 B " 10 year ~ed~al savings: ,$ 1.1 B 
.. 	 ,New savings bonds issuedwowdinitially yield 2% interest, 'which would 


gradually rise over 5 years to 4%~' ' 

• 	 Current outstanding bonds unaffected; , 

B. 	 Enforcement Savings 

Deny 	EITC to ,Non-Resident Aliens 
l. 	 ' . 

• ' 	 5 year'Federal saVings: $ .13B, ,10 year Federal savings: $ .33 B ' 
• 	 ,DenyEITC to nonresident aliens s,uch asfbreign students,professors, etc. 

Require Income Reporting for DOP Personnel, for ElTC Purposes 

• 	 5 ye?rFederal saVings: $.16 B 10 year Federal savings: " ,$ .4 B 
• 	 Fami1i~s living overseas and .on active military duty would become,EITC 


eligible. '. . , ' 

• 	 To finance this, and produce above savings, DOI? would report nontaxable 

earned income (such as s'Ll;bsistence and living quarters allowances) paid to 
, military personnel, overseas and stateside. This is' counted'for EITe,purposes. 

In~rease ,Withholding Rate on Gambling Winnings 

• 	 5 'year Federal savings: $.52 B .10 year Federal savings:, $ .78 B. ' 
, • 	 Increase the Withholding rate of 28% to 36~ for gambling winnings over 

, $50,0"00. The odds of winriing would be irrelevant. "'" ' 
, . 

~ "Withhold 28% From Keno, Bingo'and Slbt, Machine Winnings , . .. 
" 

• 	 . 5 year '~~deral 'savings: $.25 B'. 10 year F~deral saving~: $ .32 B " 
• 	 ~ Impose 28% withholding on winnings over $7,500, regardless of the odds. c••• , 

(No withholding is currently done.) 	 , 
.~ 
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, , 

Information Reporting on' Ga~b1ing Winnings, 

• 	 5 year Federal savings: 
, 

$.22 B '_ 10 year Federal sa~gs: 
' 

$ .61 B , 
Requiresreport;ing on gambling, bingo, slot and keno wiruUngs of $10,000 or , 
'more/regardless of the bettirig odds~ ,(Reporting is currently required at ' 
various winning thresholds, 'if odds are 3QQ;J or more.) " , 

• , ,'State lotteries exempt. ,,,""", 	 , 

Li"!,it 	Tax Deferr~ Interest Build-Up of lA~geAiinuit.ies 
" 

• 	 5 year Federal savings: $.8 B ' , 10year FederalsaVingsl: $1.83 
.' 	 Prohibit tax deferral on inter~t accruing to annuities that pay annual ' 

incomes over $100,000 for couples, $50,000 for ',single persons. 

c. Extend Expiring Provisions 
, 	 , , 

, • < ". ',.. 

Hold 	 Constant the Food' Stamps Overpayment Recoveries States May Keep 

• 	 5 year Federal savings: $,.05, B 10 year Federa~ savings: $ .12 B' 
• 	 Extend1990 Farm Bill provision letting States keep 25% of Food Stamps 

recovered due to fraud/intentional program violations. ' 
• 	 Extend the provision letting.States ,keep l()% of Food Stamps recovered due to 

other unintentional errors. " " 
• 	 This provision would extend the current recoveries rate structure which is set 

to expire in FY1996: 

Fees for Passenger Processing and Other Customs Services, 

• 	 5 year Federai savings: $ 0 B 10 yeat Federal savings: $1.04B 
• 	 Extend the flat rate charge for merchandise processing' and other U.S. customs 

services. 

, • The current fee structUre, extended by NAFTA,expires after FY2003. 


" " 

Extend Railroad Safety User Fees 

• 	 5 year Federat savings: $ .16 B , 10 year Federal saviilgs: $ .41 B, 
• 	 Extend (and expand) railroad safety inspection fees. 

.,?~ • 	 The provision would e'xtend the fees through FY04. Cugently they are set to 
expire in FY1996.' ,,­

1 Prelirrunary staff estimate, based Oft extrapolation of prior year savings. , 
, ." ",' 
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Veterans: 
" 

Gudrante~ the Securities Issu~ in Connection, with vA's DireCt Loan Sales, 

• 	 5 year Federal savings: $ .08 B ' ' 10 'year Federal savings:, $ .16, B 
• 	 Currently, VA maY,sj!lfifS ~~ct lmm~«i.e.~ mortgages held by VA} to the, 


s~gJndary market. , Secqndaiy marketinstitutions package these mor;tgages' 

into securities"and~sell,them to'inv:estors. VA has the authority through,' 

December 1995 'to giiarintee investors the'~e1i payment of principal and 

interest on the securities.' Because this guarantee eliminat~s risk to the, ' ' 

investqrs, the' ipvestors will pay a higher price for the securities. 


• 	 Savings are net of increased costs due to increased default liability of this 

, proposal. 


• 	 Permanently extending this provision would sustain the current higher price 
paid to VA .for their ~irect loans sold to the secondary market. , ' 

Increa~e Housing ,U:,an Fee for 'Multiple Use of the, Guaranteed Home Loan Program" 

• 	 5 year Federal savings: $ .03 B " 10 year Federal savings: $ .14 B 
• 	 The loan guaranty program, established to promot~ home-ownership among 

returning WWII GI's, guarantees mot:tgages made by private lenders to ' 
veterans, active duty service persons, and selected reservists. ' 

, • 	 ' There is no limit on how many pmes, a beneficiary can use the Home Loan 
'Program. OBRA 93 increased the fee to 3 percent through FY98 for multiple 

, use of the guaranteed home loan program when there is less ,than a 5 percent 
'downpayment. '" " ' ..,', " . . " , 

• 	 This proposal would permanently extend the 3 percent ~ee for multiple use 

when ~ere'is less thana 5 percent downpayment. " , 


, ' 

Increase Housi1)g Loan Fee by .75 'percent ,

'. 5 year,Federal s'aving~: $ .14 B ,10 year Federal savings: $ .78 B 
• 

' 

Fees on VA guaranteed home loans decrease as ~e downpayment increases 
and can be financed as part of the loan. ", ' ':" , " ' , 

.' 

• OBRA 93, increased the fee on most guaranteed home loans by .75 percent, 


through FY98'(e.g.,the no-9,-ownpayment fee incre,ased from 1.25 to 2 percent). 

This propos'al would permanently ex~end the fee increase:', 'Increasing, the fee 

reduces the taxpayers' subsidy to this program while continuing to offer 

, veterans a do~payment and feepackage that would be below conventional 
loan requirementS., (Because the fee can be financed oyer ,theliIe of the loan, 
i.e., thirty years, the ~st would not be significant to beneficiaries.) , 

.... 	 ' .... ,~, 

" . 



Extend VA's Authority to Consider Resale Losses 'on 'LOans 

• 	 '5 year Federal saVings: $ .02 B ,10 year Federal savings: $ .09 a' 
• 	 When a private lenderforecioses on a VA guarantee property, VA uses a 

, "formula to determine whether it is more cost-effective to: (1) acquire ~, 
,'. foreclosed property from the lender and resell it, or (2) paitheguarantee to ': , 

the lender. Under current law, .this formula takes into consideration, tl)e 
., potenpal, for losses.on the resale of a foreclosed property thr.9i,lgh FY98._This~;. , 

:,::..,:·;..~..,isconsistent . .with the acquisition ,dedSionmaking of private'modgage '., 
insurers who consider resale losses. . 

'. This proposal would make permanent the inclusion of potential losses on the 
.' , :. resale of a foreclosed properlf in the formilla. , ' '. . 

, MediCa(Care Cost' Recovery Program: Thir{ Party Health Insurance \. 

Reimbursements. . '.­

5 year Federal savings: $ ,.39 B:, , '10 year Federal s~wings:' $ 295 B '.• 	 In 1986, VA received permanent authority to collect reimbursement for the 
cost of care from health insurers of nonservice-connected veterans. OBRA . 
1990 expanded this authority to allow VA to collect re~mbUrsement from 

, health insurers of service-connected veterans for. treatInent of non service-
connected conditions.. '. 

• 	 OBRA 1993 extended the service-connected ~uthority to the end.of FY 1998. 
• 	 This proposal would mak.e this authority permanent. 

Medical Care .Cost RecoveryP~ogram: Per ,Diems and Prescription Copayments' 

• 	 5 year Federal savings: $ .05 B' 10 year Federal s,avings: ,$ .31 B, 
• 	 OBRA 1990 authorized VA to collect hospital and nt,rrsing horne per difm'ls . 

and outpatient prescription copayments from certain veterans for treatment 
of their nonserVice-connected conditions. ' 

• 	 PBRA 1993 extended this authority to the end of FY 1998. 'f 

• 	 This proposal would make this authority permanent.,' . 

VA, 	Pensions and Medical Care Cost Recovery Programs:__ Income Verification 
Match' ' - -	 , 

5 year Federal savings: $ .21 B 10 year Federal savings: $1.35 B •
• 	 'Undercurrent authority! VA has access to IRS tax 'data to verify income -_ 

reRorted by VA pension and medical carebenefidaries. VA's perisio!\~d ' 
medical care programs are means-tested. """,,-"' 

• 	 For pensions, the prqposal would- improy'~ program integrity by, red~..idng' 
overpayments that occur when self~reported income is tl).e only information 

, ,I ~ • ',' 	 ", 

::',1' ­
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us~ to verify eligibility. For meruca1 care, the proposal would allow VA 'to 
. ~ore.effectively identif}rilIld collect copCiyments from higher income' 
veterans. . 

• 	 This proposal would make this authority permanent. . .. . 	 .~ 

VA· Pension Benefits for; Veterans' and. Spouses in' Medfca.id NUTsingHomes ... , 5 year Federal savin~s: $ .19·B .., 10. year Federal savings: $1.3 B 
,. VA pensions is a means-tested. pro~am which proyid~s_~'l.Onth1y cash . 

support to eligible veterans or their survivors. OBRA 1993 extended through 
FY 1998 a provision that caps pension benefits at $90. per. month for' . 
beneficiarie,s receiving MediCaid nursing home benefits. 

• 	 This proposal dOes not affect the pension' beneficiaries. It reduces the amount 
of income that the beneficiary would have to turn over to the Medicaid 

..program to help offset the costs of their nursing 'home care. -•• 	 These savings are: (1) net of the lost receipts to the Federal Medicaid program, 
. and (2) represent less Federal Reimbursement of State Medicaid programs .. 

• 	 This proposal would make permanent this provision which is currently 
schedul,ed to expire in FY1998. . . . . 

Round 
" 
down and ~educe COLA Adjustment for. Death and Indemrilty,. 

Compensation (DIC) Benefits , .. '. 	 '" . 

. 5 year Federal savings:, $ .64 B ' 10 year ,Federal sav~gs:'.~ $ 1.98B . 
• 	 The. DIC program 'proviq,es monthly cash benefits to s~rvivors of . service- , 

connected vetera~ who died f:iuring military seryice, or, after service from' 
their service-connected condition. . ',,' 

• 	 OBRA 1993 provided 'authority to,ro~d down. the monthly benefit levels to 
the nearest dollar and reduce the COLAs. by 50% to beneficiaries who were . 
giandfathered into the,'riew DIC program .. ,(The gld DIC program based . 
benefits ~:m military rank; the new program pays a.fiatrate.) . ..... .'.' 

' .. l ( 	 • .This proposal would make this authority permanent. .... 

Maintain Montgomery GI Bill (MGIB) COLA-at 50 Percent 

.-5 year Federal saving~: $ .15 B . . 10. year Fed.eral savings: . $.83 B 
• 	 SerVicemembers and veterans who have' elected and contributed to the MGIB 

program receive $400 per month towards educational benefits. Under Title 
38, MGIB recipients were to have begun receiving annual COLAs increases on' 
their benefits for the first time'in FY 199.4. OBRA: 1993, however, eliminated 
the FY 1994 COLA and reduced by 50 pereentthe FY 1995 COLA.' . '. 

• . 	This proposal would permanently reduce future COLA in~eases. by 50 percent 
<. 	 " • iI1FY l.Q96 and beyond for those beneficiaries who benefited by eJecting to stay 

in the old payment structure.." ~. 
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Possible Alternative 

Excise T.'!f on Gambling Revenues ' 

~ 5 year Federal savings: $ 3.16 B 10 year Federal SC!lvings: $ 7.21 B ­
• ,'-Tax gross revenues (wagers minus' Winnings paid out) from all gambling 

activities at 4%. (Current Federal wager taxes'range hom .25%-2%.)­
.'" "State lotteri~_-_:would' be ex~mptJrom this taX~', ,,-"'" 

.~' .. ..-.,. " . 

c ' 

.~. , , 

,.,_.,,' 
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WELFARE REFORM OPTIONS 04/11194 

, (Five Y ear F~deral Cost in Millions ot Dollars) 

Package 1 
!,\ 

1A lB. 

Parental Responsibility (130)· ' (130) 


Transitional Assistance 6,690 . .6,990 
-
Working Poor Child Care 1,500 400 

UP ,provisions 495 495 

Demonstrations 540 ' J,1oo 

lniproving Government Assistance 380 600 

. TOTAL .9,475 9,455 

J<.lk. P("~ 

'gas 

CAr2S­

~ 

Package 2 

(130) 

6,990 

,3,500 ' 

495 

1,100 ' 

600 

12,555 

" " 

, , 
" 

!' q 

, 



'" 
Dollars in Billions 

5 Year ' 10Ye¥ ' 

, 4/7/9410:43 
, . ' Total Federal State' Total Federal State 

;-.. 
,', " -

Summary: 

Program Savings 5.70 5.30 '0.40 16.94 15.14 1.80 

Enforcement Savings 1.30 1.30 0,00 2.56 " 2.56 0.00 

Extend Expiring Provisions 2.40 2.40 0.00 12.94 12.94 , 0.00 
'\ 

Savings Within the Welfare Reform Package .1.22 0.09, 1.14' 8.06 2.10 5.97 " 
" ,,' 

Total: Finaricing Options . , 

, ' 

,.. ,,(, 

, \ 
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.. 
,', 'fo' 

.' 

'. ~. 

pollan in Billions 

'., ... ' .5 Year 10 Year 
f".,;";-'"4/7/9410:43 , . Total Federal State Total Federal Statec' 

Program Savings 

JLimit Emergency Assistance '1.50 . 1'.50 0.00 4.06 4.00 0.00 


Make Current ,5 Year SSI Deeming Rules.: 

Permanent arid Extend t9 AfDC and Food . 


Stamps. After 5 Years, Continue Deeming for 

those Sponsers with AGI > 40K for 10 years or 

Citizenship. uinit Assistance to PRUCOLs. 2.20 1.8 0:40 8.70 '6.9 1.80' 


, 
Jncome Test Meal Reminbursements to Family Day 

. Care Homes, 0.57 0.57 : '. 0.00 1.72 1:72 0.00, 

~imit CCCDeficiency Payments to $50K per 
year, attributed directly to individuals 0.67 0.67 0:00 1.42 1.42 0.00 

, ,;'.... ,. 

Charge a Penalty'for Early RedemptiQns of 
Savings Bonds' 0.76 0.76: . ':0.00 1.10 1.10 0.00 

Subtotal 

Ellforcel:11ent Savings .. ' " 

EITe:· 
Deny to Non-Resident Alief\s 0.13 0.13 0.00 0.33 0.33 0.00 , 

Require Reporting for OOD Personnel 0.19 0.19 0;00 '0.50 0.50 0.00 

Gambling: 
Incre~seWithholding on Gam~ling Winnings 
>$50K to 36% . 0.52 .' 0.52 0.00 0.78 . .0.78 0.00 

" Withholding Rate of 28% on Keno, Slots 0.25 ,0.25 . 0.00 0.32. 0.32 0.00 

Require Information Reporting on.Winnings 

> $10K from Gambling 0;22 :0·22 "0.00 . 0.63 0.63 ' .0,00. 


Subtotal 

" . 
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Dollars in Billions 

5 Year 10 Year 

.- ..~.; 41"1/9410:43 Total Federal ~?tate Total Federal ' State 
,. ..~; 

Extend Expiring ~rovisions" 

Hold Constant the Portion of F~ Stamp 

Overpayment Recoveries that States May 
Maintain. 0.05 ,0.05' ,0.00 ' 0.12, 0.12 ' 0.00 

Fees for Passenger Processing and other Customs 
Services. ' 0.00 0.00' 0.00 1.04 1.04 0.00, 

Extend Railroad Safety User Fees. ' 0.·16 0.16 ' 0.00 ' 0.41 0.41 0.00 . , ' . , 

Veterans: 
Guarantee'th,e Securiti~s Issued in Conn~tion 
with V A's Direct Loan Sales. 0.08 0.08 0.00 0.16 0.16 0.00 

'Incre~se the Housing Loan Fee to 3% for. Multiple 
" , 

, ' 

use of the guaranteed 'horne loand program when . 
there is less than a5%downpayrnent. 

, 

0.03 0.03 ' 0.00 , 0.14 0.14 0.00 ' 
, . 

,Increase the Housing Loan'Fee onmest guarant~ , . 
Loans by .75% (i.e., nOdownpaymentloan fee, ' 

' 

increased from 1.25% to 2.00%). 0.14' 0.14 0.00 0.78 0.78 ' 0.00, ' 

Extends DVA's Authority to Consider Resale 
Losses, in DetehniningWhether VA Should Pay 

, the' Guarantee or Buy the Foreclosed Property and 
Resell it. 0.02, ' 0.02 0.00 0.09 0.09 0.00 

Col1ect the Cost of Treating Service Connecteet 
Vetera~ for Non-service Connected Conditions 

. from Health Insurers. 0.39 0.39 0.00 2.95 . 2.95 0,00 

Collect Per Diems and Copayrrie~ts from Certain 
Veteran's for Non-service Care. 0;05 0.05 0.00 0.31 0.31 0.00 

.. Some sayings require additional administrative effort which may have discretionary costs . 
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Dollan in BilIions 

10 Year 

4/7/9410:43 ' Total Federal . State Total Federal State 

VA pensions and Medical Care Cost Recovery. , 
Verify veteran's self-reported income data with 
the IRS and SSA. 0.21 0.21 0.00 1.35 

,. 

. Cap means-tested pension benefits,at$90 per 
month for 'veterans and suTvivor's' who receive 
Medicaid nursiI?g home benefits. 0.31 0.31 N/A,· ,. ,2.02 2.02 ' N/A It 

Round down monthly benefit levels and proVide 
reduced COLAs to beneficiaries grandfathered .",. ) 

into the new ,survivors program. 0.64· 0.64 0.00 1.98 1.98 0.00 

EliminateGI Bill bene fit COLAs/which were to' 
have started in 1994 but were eliminated and 
reduCed by 50% in 1995 in OBRA93. 0~32 ,0.32 0.00 '1.59 1.59 0.00 

Subtotal 

Savings Within the Welfare Refonn Package 

Minor Moms: Eliminate AFDC for Mothers 
ThroughAge 17 Living in Separate Househ.oH 0.09 0.03 0.06 .0.21 0.09 0.13 

. '·,l" 

Family.Cap: No Additional Benefits for. 

Additional Chlldren 0.66 0.22 0.44 0.81 1.34 


Child Support Enforcement (neg. indicates a cost): 
CSE Admin Cost~ (Net) , . ".:oio . -0.70 0.00 -3.65 -3:99 0.44 
CSE Automation" Costs (80% Federal Share) -0.46 . -03] ··-0.09 -1.0] -0.86 -0.21 
CSE Increased AFDCCollections ill· (lli' @ 10.:51 ~ 4.58 

Net CSE and Paternity Savings (includes 
,:" 


automation - Totals are rounded) . 0.48 ,-0.16 0.64 5.70 1.20 4.50. 

,"" . 

.. ' 

'-. 

Subtotal ( 
It This proposal represents a shift from federal V A costs to . . . 

bear the cost of the federal savings: , 

, -. 
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Dollars in Billions 

5 Year 10 Year 

4/7{~4 10:43 Total Federal State Total Fegeral State 

Total: Financing Options 

Other Options Not Being Considered 
, ­

Gambling Excise Tax at 4% . 3.16 3:16- '0.00 7.34 7.34 0.00' 

Defer ~OLAs for CSRS and Mili tary ­
,.Retirement Uritil Age 62 . . '. 5.21 5.21 0.00 ·28.01 ,. 28.01 

One-half COLA'sEor Federal Retire~ent Until A~e 62 . 
- , 

CSRS 0.61 Q.6r 0.00 1.00 '1.00 .0.00 
Military . 2.15 2.1~ 0.00 ' 11.00 11.00 0,00 
subtotal, ,2.76- 2.76'-, 0.00 12.00 12.00 ,0.00 

.'-'. 

.' 
and Move Miiitary COLA up 6 Months - Oct. to April-

For ThoSe Age 62 and over to Conform to CSRS -2:09' -2.09 _ 0.00 


, . . . 

_.0.67 0'.67 0.00 9.91 9.91' 0.00 

,,. Highly Preliminary Staff Pricing .. 

" . 
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, Financing Options 

5 Year 10 Year 

Cap EA 1.5 4.0 
Target Food, Program, ; 6 1.7 
Aliens (5 Years) and 

New Rule ' 2.0' 7.0 
Repayment by Social . 5.'0 22.0 


$ecurity to General 

Fund Where it ha~ 

Taken. Advant'age o~, . 

General' Fund 


EITC' and Tax Comp ',1.3 2.7 


TOTAL , 10.. 4 37.4 

C"loT-., 
~ 

I'l.; . -~6A M,";....,) ;'00 J' wI' M;;:'J~ ., (3 Cor"~ 1.0 
, .' '. 

~ , 


,s-u' 'k.,A ~lO wr"",....)~ "+\.
1 

lO.4­
'~ ,s.Jk. ' ;"'t-v-


S~ 1:bA '3=, 'S ..,' 'I.. ;;:.. "'Pce., ~·J.l.".,p~~eo 

,... ", .~. , ~' ,.. 
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'F I C E 0 F ,T H E P R E S I D E N, T 

04-Apr-1994 .i2: 23pm. 

'. TO: ' Isabel Sawhill ' 

FROM: 	 Bruce N. Reed 

Domestic Policy Counci~ 


SUBJECT: 	 $ for W~ 

Happy birthday again! It was nice to meet your husband. 

Have you had any thoughts about where to· look .. for money? I went 
over Rob Shapiro's paper and fo~nd a few ~ossibilities, al~hough 
nothing jumps out as really attractive.' 

, 	 , 

Over the weekend, iinvented'a handful of, ,two-year time limits for 
rich people. ' They're probably' all'bad policy and a pain for the 
IRS to enforce, 'but he~e goes:.. 

,,;' , 

1. 2-yr· limit on subsidy payments for wealthy farmers. (Shapiro's 
paper saY13 ,elimina'tingthese payments wpuld sav~, $1 'bill. over 5), 

2. 2-yr lifetime limit on cap~tal'gains over SlOO,OOO. ' (Or to put 
it another way, a total of two such gains 'in a lifetime. ,That 
leaves people room to se'lla house' and' tpe stocks they inherited, 
but not chalk up huge gains,year after year.' eut I suppose it ' 
would create a whole ind'u~tryin capital gains of $99,999 or less. 
And yes,' it 'discriminates against rich two-parent families. I 
have noi~ea how much it wo~ld rai~e.)' 

3,. 2-yr limit on the deductabiiity of home equity loans over $50k. 
(Don't you have' to be pretty'well' off' to borrow more than that in 
a second mortgage? Shapiro says'E?liminating :thedeductability of 
such loans altogether' would save $12 .8' bill over 5, but' he' 
admitted to me, that he had 'come up with that number himself..) . ,. 

4. 2~yr limit on the ,d~ductAbiliti'6f tobacco. and alco~ol 
advertiSing. (In other,words, this kind of advertising will no. 
longer -be deductable after 1996~ Since we're. losing to the 
tol:;>acco indu~try on the tobacco tax, we should go after them on. 
ariother front. I don't know whether denying.a 'deduction for one 
kind of advertising' but not another is' a violation of the F,irst 
Arndt, but if we can prohibit tobacco 'ads on TV, shouldn't we be 
able to single them out in, the 'ta.-x ,code? Alcohol ads must be 
worth a lp~ .of $.) , ' 

5. 2-yr limit on the 4educ~~bilit~,ofm~rgin ~nterest~ (I don'~ 



understand why you ca~. deduct unlimited costs of borrowing S. to 
·play·the market but ,not. to buy a'car or send your kid to college. 
If we go afte.r the home equity loan deal:, we should go' after this 
too.· Of course, we'd be. rE?opening 'sacred pacts from ,'86 taX".' 
reform, .etc. ,. but this is just our opening bid. And the, st'ock 
market is already plunging anyway.) 

6. 2-yr limit on"'annuities overS100k. (I don't know the 
spectifics on this, b~t Gene says' it's on the GATT listi"~") . 

7. Cap 401 (k) deductions at SlOOk. (Is there a cap now? I don't . 
thin~. so. This probably ~ouldn.'t r~ise much money~ but I.ld tie 
curious.. ) (This. one is not ,'a 2 yr limit. ) . 

8.' 2-yr limit on the LIHTC. (Make Chris's day_) 

If we looked through the CBO book, we could probably come up with 
others. Putting a two-year limit on something. is easier than 
actually. eliminating "iL Gene is willing to help if we need, him. 

I" '. 
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ADDITIONAL ENTITLEMENT AND REVENUE OPTIONS, 
(In millions of dollars) 

InFY95 Bude;et 

Impose 8 percent royalty on hard rock.." 
minerals removed from Federal lands 

Extend railroad safety user fees 

,Impose Bureau of Alcohol, Tobacco 
. l" ...

and Firearms' fees ' 

Extension of Current Fees or Sunset ProvisIons, ' 

. Eliminate all sunset dates on Veterans? , 
provisIons in OBRA' 1993 (FY99) 

Extend patent and trademark fees (FY99) 

Extend NRC fees ,(FY99)' 

From'DOL 

+Limit $70,000 exclusion oninco'me '.' 
earned abroad to 2 years 

Apply current AMT to individuals twice -t co"~-'-'~\:Q A,f\.\T 
, " .. 

'GATT Revenue Items 
.' , 

Distribution ofmarketable securities 

to be treated as cash 


Cap on tax-deferred annuities per couple, 

set at $100,000 


Extend superfund tax 

Permit employer~ to offer employees tax-free 

P!lrking or cash, which would be taxable. 


1995-99 

... ". 

346 ' 

169 

194 

545 

100 .. 

500 

3.) 

').0 

? 

? 

225 

800 

2,300 

500 
',! 



From CBO DOCument. 

Charge market prices for electricity sold 
. by power marketing administrations' 4,800 . 

Raise recreation fees at Federal facilities 720 

. .Index nuclear ,waste disposal fees for.inflation .. 255 

Disqualify from p!ice support programs people:-' . . . . . 
whose gross revenue from cpmmOdity. sales .it 6oK' pv pw>"'" 

. .' exceeds $500,000 . .. . . '. 670­

Increase FCC uSer fees· 575 

Charge '~pen;Uty' for ~Iy rede~ptions 
. of Savings bonds ·240 

. . 
Raise the corporate AMT rate to 25 percent 14,400 

Limit mortgage interest deductions 
for second homes 2,600 " 

De:crease limit for deferrals in salary 
. reduction plans to $4,000 2,900 

Impose a minimum tax on foreign-owned' 
businesses 2,600 

) Tax lifetime capital gains from .home 
..sales in excess of $125,000 . 1,400 ..' 

. . ( 

Tax credit unions with more than $10 million 
in assets like other thrift institutions 3,400 

.Repeal alcohol fuels credit and partial 

excise tax exemption .,
3200 . 

, . 

.. 
I 
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E.X E CUT , , I V E o F FI C E o F THE PRE SID E' N T, 

23~Mar-1994,Ol:41pm 

TO: 	 (See Below'Y 

FROM: 	 Isabel Sawhill 

Office, of Mgmt and Budget, HRVL 


SUBJECT: 	 Costs and, financing ideas 

Here I S a possible solution to the, WR financing issue that doesn"t 
rely on revenues, doesn't hit just' the poor, and pays for a, core 
plus program (but without any child care for working poor). 

Costs (total over 5 years): 
. , 

. $6.7 ' core program 
, 1. 2 add-ons from demos, IGA (very limited) 

, $7.9 total costs 

Offsets ') 

,$4.5 (current list minus 130% pov. and including 1.8 
for alien, deeming) , 

, '. . 

1.2 parent~iT~sponsibility 

2.2 	 'eliminate school lunch subsidies for affluent' kids 
(above $50,000) , 

$7.9 total off~~ts 

Please let me know'what you think, and if 'seems reasonable, will 
discuss with Leon tomorrow 

Distribution: 

TO: Richard B. Bavier 

TO: Stacy L. Dean 

TO: Keith J. Fontenot 

TO: Michael E., Ruffner 

I· 

" TO: Lester .n. Cash', 

TO: Barbara S. Selfridge 
TO: Wendy C: 'New 



. ~ i , 

I. " 

PROPOSAL FOR REDUCING BUDGET TO $10B over 5; $30B over 10 

Five Year 
FiVB." Year 

Ten Year 

Ten ¥ear 

(total) 
(federal) 

( total) , 

(federal) 

TOTAL SAVINGS 

OPTIONS, I-V 


'7,350 

'6,445·'" 


23; 100, 


2,4,267 


REVISED 
TOTAL 

SPENDING 

11,095 
Q,670 

35,360 

30,443 

I" 	 : 

I. SHAVE THE BASIC PACKAGE 
' 

o Provide no addit·ional furids for 
, 

JOBS:"Prep 
o Fold'Trans Child Gare into proposal below on child care 
o 	 No additional funds for teen case management; fund out 

'of JOBS money 

,SAVINGS: 	 TOTAL FED 
.' 

"Five Year '.1,07~ . 970 . , ' f 

" , 

Ten Year 	 4,400 '3,960 

~I. RECAPTURE SAVINGS TO STATES 

The savings ih Parental Responsibility seem to go 
disproportionately'to the states. We propose'considering, that 
the basic package +parental,responsibility should break even for 
the states rather than providing a transfer from the federal 
government to the states.' ' 

" ·POTENTIAL FEDERAL SAVINGS: 

Five Year 	 740' 

Ten Year 	 6,000"'. 



. : ." 

III. CUT BACK WORKING POOR CHILD CARE . 

Ph,<;lse in the expanded· child care program to ,the. same ,age 
group that is in the new Transitional System - born after 1971. 
Consider addit'ional limitation to ,'children under six. 

,Fold in transitional child care and provide all ch~ld care 
to this age group through one mechanism.-;' available only to 
people,with tabs. 

SAVINGS 	 TOTAL " FEb' 
. 


*** NEED ESTIMATE RUN BY HHS (Assume 1/2 as minimum) 
, 

*** 

Five Year 2,500 2~i50 
, ' 

Ten Year 8,135 7,322 

IV. 	 REDUCE DEMONSTRATIONS BY' 50 'PERCENT 

Cut to fifty percent probably cutting: some of the programs 
more 	than others. Exact allocation'of'cuts to l?e determined. 

SAVINGS 	 TOTAL FED, 

Five 	Year 780 71'0 

2,345 	 2,125 

V. LIMIT REINVENTING 'TO ASSET CHANGES 

. Limit to asset chan'ges., No'di;sregard, cl1anges. No 
territories adjustments. 

, , 
SAVINGS TOTAL, . ,FED 

Five Year 2,995 1,775 

Ten Year 8,220 4,860 

POSSIBLE VI. (,Estimate not included in totals) 

CUTBACK TWO' PARENT RESTRICTIONS 

Make UP changes a state option or' limit ,to same phase in 
group 'as child' care and transitional assistance. ) 

- I ' 

*** NEED TO REQUEST ESTIMATES OF SAVINGS FROM STATE OPTION 
OR PHASE' IN *** 



(do!lars in billions) 
5 Years 

Total Fed Share State Share 
I,' 

-;-1"·'Offsets 
,,' 

Parental Responsibility 
, Net ChildSupport savings, 

, Minor mothers provisions 
Family cap 

Cap Emergenty Assistance 
Sponsor to alien deeming 

5 year deeming , ' , 
~xtending to 7 year deeming 

Family Day Care Homes 
Social SecUrity: Eliminate dependent 

benefits for retirees WIth minor, 
, children 

Total Offsets 

0.5 
0.1 
0.7 
2.1 

2.7 
0.7 
0.6 

1.'. ,>&> 

, " 
-0~2 ,1' '0.6 
d.O 0.1 
0.2 0.4 ' 
,2.1 0.0-.: 

1.9 0.9 

0.5" 0.2 

0.6 0.0 

3.6 0.0 

Illustrative uses of funding 
Transitional assistance and work 

Current estimate 
With current law TCC*' 

Two-parent provision. 
Demonstrations and improving, 

, ;; government assistar:ce ", 
Subtotal with current law Tee 

Maintaining Fiscal Shares** ',' 
, Total funding 

g- q '(-(.jcorl. 'P,...r"""1 , 
f2~5 ~c t...""'}L fr, """,,od 5c "~"(j .' 

l fJv.,-{ /' ·fi....<r1 :c.., 54..le, "I'/?"'" 

6.7 
6.2 
2.2 

2.6 
11.0 

11.0 

,,' 
6.3 0.4 
5.8 OA 
~.2 1.1 ' 

1.9 0.7 
8.9 2.1. 

-0:2 ' 0.2 
8.8 2.3 

Net State and Federal,Costs 

*Legislative changes in matching rates or requirements forcase',management could increase the 
utilzation rate in Transitional Child Care (TeC), and add scorable costs, ' 

, , 

**Modifications to fiscal ,shares could inc1~de match rate adjustments or other changes to the mix of 
Federal and 'State costs oi'saving~. ' 

Estimates for most offsets are unreviewedHHS estimates, Estimates for the Social Security proviSion 
are 5 year COO estimates extrapo,latcd 'to 10 years., '" 

3/28/94 ~:42 AM 



) , 

., , 

(dollars in billions) , 
,,5 y~aIS, 10 years 

,,,Offset 

3% Gambling excise,tax 2.4 

Possible use of funding 

Non-AFDC Day Care 2.4,· 


, " ~ 

Net Federal Costs 

Gambling tax revenues prorated from Treasury 5"year and HHS 10-year numbers for a 4% 
excise tax. OTA staff iildicate that proriting downward in this manner will ?,lightly, 

,underestimate revenues. ' , 

';', 

: J 

'. , 

3/28/94 9:43 AM 




" fr; 
f. 

",'h 

(dollars in billicms) 
~. 5 Years ' 10 Years 

Fed. State Fed. State ;';,1'1...· 
\~" ":.' 

Total Share' Share Total Share Share 

PROGRAM SPENDING 

',tTransitional Assistance & Work 6.685 6:285 0.4 25.64 25.46 0.18 

- .- . ....... 


Im12roving Govt. Assistance: 
• Two Parent Provision 
.' Other@ 


Sub Total IGA 2.475 . 1.26 ' 1.215 8.915 4.576 4.339 


Demonstrations 0.5 0.5 • . 0 0.5 0.5 0 

Total Costs.9:~;~.~$.~.6f5 .•••••••. 35:b5:.36H)3~j§~?:.. 


OTHER POSSIBLE C}-JANGES·.' 

No 
, 

Legis. Changes for Trans. 
, 

, ,Child- Care Match orAdmin. '" ,-0.48 '-0.46., -0.02 -222 -2.12 -0.11 

State Option for Two Parent 
?, ? , ? " "?(UP) Provision"'''' ? ') ? 

, 
, .""@ Conform FOOd Stamps and AFDC asset limits. 


.. Legislative changes in matching rates or requirements for case management could increase .the percent 


of people leaving AFDC who use'TCC, and may add seor~able ;cos.ts. . . 


.... HHS has not seored thisoption, and we are unaware of past1egislati~n proposi~git. Howev~r, 12 


'States (inc!. Florida, Wise., Maryland and Pennsylvania), have current waivers or requested \Jaivers 


to the currenhwo paretlt statutes. As ofJuly, 1992, .13 States (incl. Florida, Texas and Virginia).!1ad 


more restrictive UP eligibility provisions than other States, arid limited benefits to 6 of the past 12 


months for UP families.' This represented about 19% of total 1992 AFOC caseload. 

.. '.. . 

3(25/942:48 PM 1 



.. (doH~lIS In billions) 

5 Years : 10 Yea~,. 

'~~ . .Fed. State Fed. State 

. , . . , 

• Total Share' Share Total Share S'hare 

Tier 1 Offsets 

Parental Responsibility:' " 


, Resulting!--ower, Benefits -1.22 0.08 1.14 
_. 

8.06 1.88 . 6.18 

Cap Emergency Assistance 2.12 . 2.12 ·0.00 5.65 5.65 0.00 


. 5· year sponsor to alien deeming 2.74 1~85 : 0.89 9.11 6.11 3.00 

Family Day Care Homes '0.00 


Tier 1 Subtotal 
"/"':""',","":.<,:",.,,,., 

Tier 2 Offsets 
Extend sponsor to alien deeming 
from 5 to 7 years . . 0.71 0.47 0.24 2.89 1.88· 1.01 
Social Security: Dependent benef. 
for retirees between 62 and 65 . 


Tier 2 S u btotal"'R,;:'{',,:::':"::n:'R',i:\ '.'••,•.:nJJ,4> 

Tier 1 + Tier 


Tier3 Offsets 

.EITC: non-resident aliens and 

DOD reporting. 0.32 0.32 0.90· '0.90. 

Gambling withholding and 0.99' 0.99 1.76 1.76 

reporting requiremen ts ..... 

4% gambling excise tax· . 3.16 3.16 . , 7,34 7.34 

Qependent Care Tax Credit :phase 

out for AGI of $90,000-$110,000 . 


Tier 3.subtotal 

Tier 1 + Tier 2 + Tier 3 :,';.;::~::\;,:,'i ::,.... :;.::.<:';~ ..;;; 


Estimates for Tier 1 and Tier 2 alien deeming are u~reviewed HHS estimates. Estimates for the 
Social Security' provision are 5-year CBO estimates extrapolated to 10. years. FiT'st five year revenue 
estimates are from Treasury. Second five year numbers ar!!from HHS .. 

. . . 



(dollars in billions) ..... 
( ..... 

5Years , 10 Years'~~"·-.· ­
" -'. -<. 

Fed. State' Fed.- State' 
Total Share· Share Total 'Share" Share"c 

. . 
Tier 1 Offsets .. 6.65 4.62 2.03 24.54· 15.36 9.18 

- .. -- .-, .,.~ .... ­

. Welfare Refo~ Option 1. ' 6.69 6.29 . 0.40' 25.64 25.46 0.18 

- " ~ 

. ' ," 

Possible Matching Rate ~djust. ._.__ -1.63 1.63 -9.00· 9.00 

Net Costs With Matching Rate' 

'. 

Estimates are unreviewcd HHS estimates . 

.. ' 
',' 

't· 
, ,',. 

. Adjustment /{:j"h'l{ )ii::'fi)i ) 

' 



i'l110.·.'.'•••·.·,·.·(:1(:\0 

,.,' .. 
•• " ~f 

:. 

·'·(dollars in billions) . 
,.~. 

, ", 
, 

10 Years" 
. Fed.'.stafe-·,· ',Fed. State 

Total Share' Share, Total Share' Share~' 

, ,·T-ier 1 & 2 Offsets 9.09 ·6.82 . 2.27' 31.66 21:47 -, 10.19 
", . 

Possible Welfare Reform ' 

Package t60 


~-,-

Net Costs 

'Possible Matching RateAdju.st. , , __' _, -0.67 0.67' __ ' -5.78.' 5.78; 

~ ,.Net Costs WitJ:t Matching Rate 

Adjusbnel).t·' 


. Estimates are unreviewcd HHS estimat~s. 
" , 

..... 


http:RateAdju.st


~ 
.~ 

Total Offsets For Welfare Reform Compared to Net Costs ,Over 10 Years 
' 

", 

$70'bil 

:Offsets 

$60 bil 

$50 bil 

$40 bil 
~' ' Tier 3Revenues0';: 

16 
~ 

$30 bil 
Socii'li Security, Tier 2' " I 

'. 

., EAcap$20 bil' Tier!&FOCH 

Parental 
Responsibili$10 bil 

,;. . 5 year 
deeming' 

, $,0 bil 

, 

SpendingOptions: 

Offsets Option 1 Option 2 Option, 3'" , Option 4 Option 5 

Federal and State Costs and Savings ,
March 21 PM unreviewed estima'tes, 

:'1;i 



\} 
'; 

. Federal Offsets For Welfare Reform Compared
. 
to Federal Costs Over 10 Years 

" ~ ~. 

$60 bil 

. Offsets 

$50bil 

$40 bil 

,! . ~ 

~ $30 bil . 
iii 
fJ>r 

. $20 bit 

$10bn 

$0 bil .. I deemin~b>----L_ 

Revenues 

EA& 
FDCH 

Parental Re.ponslbliity . . I 

. .? year 

Tier 3 

Tier 2 

Tier 1 

t. 

. Spending Options' . 

<•. 

.offsets Option 1 Option ~ Optio~ 3 Option 4 . 'Option 5 
.' - . 

March 21 PM unreviewed estimates 



$12 bit 

$10,bi! 

$8 bil 

-'~ 

".2 $6 bil 
CiS 
fh 

$4 bil 

$2 bil . 

$0 bit 

State Sayings Resulting Offsets For W~lfare Reform 

CO,mpared to State Costs 9ver 10 Years 


Savings 

from Offsets 

Tier2 

Tier 1 

, 

'.. 

, Parental 
Responsibility 

Spending Options 


Offsets 'Option 1 Option 2 Option 3 Option 4 Opti9n 5 

21 PM unrcviewed estimates 



......; 

,., 

.Maintain~g Fiscal S~ar~s 

• 	 Make fuil Federal rimlncial Partiopation contingent o~ Statesm~ving people' 
into private sector jobs iri a timely manner. For example, 
., 	 . 
Over time match rates in JOBS and WORK could declIne for people on 
the rolls f9r excessive lengths of time to encourage placement of AFBC 
recipients 'in private sector·jobs: . ' 

. ,Matching 'rates could be based on the lengfh of time it: tclkes a State. to· 
establish paternity. . ., 

• 	 Maintain current matching rates for JO:BS andapply the same r~tes to the.' . 
WORK program." . , 

• 	 Maintain ~utomatibn match rates at the standard administrative matching 
. rates to enc.ourage efficient u~e of federal funds an4 guard against cost ' 
allocation schemes.' . . ., 

• 	 Maintain current law CSE match rates of 660/0. Retarget current incentive 
,payments to reward States for achjeving desired outcomes. 

, 	 . ,'-. 

'\ 
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.'.4 ' ." 

Welfare Reform Financing Options 


Do11us in Billi~ns 


5 Year 10. Year 


4/11/9416:45 • Total 'Federal ' state',' Total Federal State 


f J.';,

""Summary: 
. 

, ' 

,IJ.. Program Savings 5.64" 5·74 0..40. • 16.83 :'15.03 ' 1.80 

B. Enforcement Savings 2.0.7, 2.0.7 '0..00 4.27 ' 4.27 0..00 

C. Extend Expiring Provisions' 2.10. 2.10. ,0..00 11.46 '11.460..00 
',' 

1 ,: 

", ~ . . 

Total: Financing Options 

\ . 

. . 
, . 

DRAFT,1 



, Welfare Refonn Financing Optio"ns ' 


Dollan in Billion~ 

5 Year 10 Year 

4/11/9416:45 Total Federal' 'State Total Federal' State 

..","". 
...: ~A. ,Program Savings 

• 	Limit Emergency Assistance ,,1.50 1.50 0.00 ~.OO 4.00 0.00 

• 	Make Current 5 Year 55! Deeming Rules 
Permanent and Extend to AFOC and' FO<Xi , 

" 

Stamps. After 5 Years, Contitlue Deeming for 
' " 

those Sponsers with AGI > 40K (or 10 years or 

CitiZenship. Limit Assistance to PRUCOLs. 2.20 1.80 0.40 8.70 6.90 1.80 
" 

.' 	 Income Test Meal Reimbursements to Family 
Day Care Homes 0.57 0.57 0.00 1.72 ,1.72 0.00 

• 	 l.,iriUt DeficiencyPayments to Those Making 
$l00K or Mote (rom Off-Farm I~come' per Year 0.61 0.61 0.00 1.31 1.31 0.00 

• 	Fair Transaction Costs ""rjth Graduated Interest .' '::> \ •,10.(' 
Rates for Early Redemption cif Savings Bonds 0.76 ,0.76 0.00 1.10 1.10 ' 0.00 

Subtotal 

B. 	 Enforcement Savings ' 
" EITe: 

• 	Deny to Non-Resident Aliens • 0.13 0.13 0.00 ,0.33 0.33 0.00 

• 	Require Reporting for OOD Personnel . 0.16 0.16 0.00 0.40 0.40 0.00 

Gambling: .. Incr~ase Withholding on Gambling Winnings 

> $SOK to 36% 0.52 0.52 0.00 0.78 0.78 ' 0.00 

• . Withholding Rate of 28% onKeno, Bingo, Slots 0.25 '0;25 0.00 0.32 . 0.32 0.00 

• , Require Information Repomng;on Winnings 
> $10K from Gambling 0.22 0.22 0.00 '0.61. 0,61 0.00 

.. Treasury currently reviewing this estimate, 

DRAFT 2 
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. Welfare Reform Financing Options 

Dollara In Billions 

5 Year 10 Year 

4/11/9416:45 Total Federal . State Total Federal . State 

......"..... 
i~, .'1"" I.• 	 Limit Tax Deferred Annuity Interest Build-Up 

of l00K/50K per Year Annuities" . 0.80 .0.80 0.00 .1.83 1.83 :0.00 

Subtotal 

C. 	Extend Expiring ProviSions" 
. ~ 

". 	 0 'v::l" 
• 	 Hold Constant the Portion of Food 'Stamp ~ 

. Overpayment Recoveries that States May 
'Keep 0.05' 0.05 0.00 .0.12 0.12 0.00 

• 	 Fees for Passenger Processing and other Custo~ . 
Services. " 'v'\;f< . 0.00 0,00 0.00 ·1.04 .' 1;04 . 0.00 

• . Extend Railroad Safety User Fees ~\1><. 0.16 0.16 0.00 0.41· 0;41' 0.00 
. .00 

0." 

~. 
• 	Guarantee the Securities Issued in Connection 

' .with VA's Direct Loan.Sales 	 0.08 . 0.08 0.00 0.16 . 0.16 0.00 

• 	 Incr~ase the Housing LOan Fee to 3% f<?r Multiple . 
use of the guarant~d home loan program when 
there is less than a 5% downpayt:nent 0.03 . 0.03 0;00 0.14 0.14. 0.00 

• 	 Increase the Housing Loan Fee on most guaranteed 
-Loans by .75% (i.e., no dqwnpayment loanfee 
incre~sed from 1.25% to 2.00%) 0;14 0.14 '0.60· .. 0.78 _ 0.78 . 0.00 

• 	Extend VA's Authority to Consider. Resale 

Losses in DeteITnining Whether V A ShoUld Pay 


. .' ~. 

the Guarantee or Buy the Foreclosed Property and 

Resell it 0.02 0.02' '0.00 0.09 0.09 0.00, 


• 	 Collect the Cost of Treating Service Connected 
" Veterans for Non-service Connect~ Conditions 

(rom Health insurers. 0.39 0.39 0.00 2.95 2.95 0.00 .. Soinesa\'ings req~ire additional ad~inistrative effort which may have discretionary a;>sts. 

.. DRAFT 3 
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.~elfar~ Reform Financing Options 


Dollars in Billions, 

5 Year 10 Year' 

4/11/9416:45 Toti} .Federal State, Total Federal State· 

f. 

• Collect Per Diems and Copayments from Certa.frt 	 . 
Veteran's for Non--seivice Care 0.05 0.05 0.00 0.31' 0.31 0.00 


, 


• 	V A pensio~ and Medical Care Cost Recovery. 

Verify veteran's self-reported income.data with 

the IRS and SSA 

, . 

0.21 0.2"1 '; . 0.00 1.35 1.35' ' 0.00 

,. 

, .', 
"'" 	' 

• 	Cap means':'tested pension benefits at $90 per 

month for veterans and survivors who receive 

Medicaid nursing home benefits 0.19 . 0.19 .N/A • 1.30 1.30 N/A • 
 .., 

• 	.Rounddown monthly benefit levels and provide, 

reduced COLAs to beneficiaries grandfaihered 

into the new survivors program 0.64 0.64 0.00 ).98 1.98 0.00 


• 	Maintain GJ benefit COLAs at 50%, which 

was to have been a full COLA in 1994 but was eliminated 

and, red uced by 50% in 1995 in OBRA93 0..15 0.15 . 0:00 . 0.83 0.83 0.00 


Subtotal 

Total: Financing Options 

. Possible Alternative 

• 
,'. 

Gambling Excise Tax at 4% . 	 , .3.16 '3.16 0.00: 7.21 7.21, 0.00 

• : This proposal represents a, shift from federal vA costs to federal/state Medicaid costs. States would 

.. bear the cost of the federal savings. ,', .. 


DRAFT. 4. 
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Welfare Reform Financing Options 


A 	 PrQgram Savings , 
.;l""<" 

Limit 	 Emergency Ass(stance

'. 5 ye~ Fe~eral savings: ,$1.5 B 10 year FederaIsayings: $ 4.0 B ' 
• 	 cap each State's AFDC emergency aSsist'ance expenditure atFY1993 levels 

, (with inflation adjustments for future years), or ' 
limit spending to 3% of aStafe's,total AFDC' benefit-payments from the ,past 
year (a grandfather clause could,protect States' with large funding drops). 

• 	 specifIcs ~f this proposal are 'still under development . 

Tighten Sponsorship and Eligibility Rules for Non-Citizens" 
, . 

SSI, AVQC and Food Stamps require that patt of alegal immigrant spo~so~s income 
is deemed available,to the iinmigrant for ~ limited time, should he/she need public 
assistance, The following tightens benefit eligibility' for non-citizens: .,. 

• 	 5 year federal savings: $1.8 B 10' year Federal savings:, $6.9 B 
• 	 change the' deenUng period for AFDC and Food Stamps from three to five 


years, and permanently extend SSI's fiveyear,deemlng provision, which, ' 

reverts to three 'years until FY1997. ' , ' 


• 	 deeming continues for another five,years for those aliens wl:wse sponsors' 

have adjusted gross income over $40,000.' , " . 


• 	 Creates PRUCOL ~ligibi1ity criteria intheSSI,: AFDC, and Medicaid programs" 
similar to the tighter Food Stamps criteria. ' , 

, J 
, 	 '. 

Income'Test Meal Reimbursements to Family' Day Care Homes 

• ' 	 5 year Federal savings: $57B" 10 year Federal savings: $1.72 B 
• 	 Family day care'homes in low-income areas wotildreceive reimbursement 

for all meals at the "free meal" tate. ' 
, • ' Other homes could choose between: 

(a) not means-testing and thus receiving "reduced price~' rate~, or , 
(b) means-testing, in which case meals for children under 185% of poverty 
would be reimbursed at the "free meal" rate and meals for children above 
185% of poverty would be reimbUrsed at'the "reduced price" rate. ' ., 

1 

, " 



,; ­

Limit Deficiency Payments to Those MIlking $100,.000 or More' Annually From Off-
Farm Income ' 

• 	 5 ,year Federal savings: $ .61 B " ,10 year Federal savings: $1.31 B 
.' 	 Producers receiving $100,000 or more in: 'off-farm adjusted gross income 

~.w6uld be ineligible for Commodity Credit Corporation (CCC) crop,subsidies. 

Graduated Interest Rates for Early F-edemption' of Sa~i~gs,' Bonds _ 

• 	 5 year Federal'savings: $ .76'B 10 year Federal savings: $1.1 B 
• 	 New savings bonds issued would initi~l1y yield 2% interest, which would 

gradually rise over 5' years ,to 4%. -.:, ' 
• 	 Current outstanding bonds unaffected. 

, '\ 

B. 	 Enforcement Savings' 

Deny 	EITC to Non-Resident Aliens 

• 	 5 year Federal savings: $ .13B 10, year Federal savings: $ .33 B 
• 	 Deny EITe to nonresident aliens such as' foreign students, professors, etc. 

Require Income Reporting for DOD Personnel, for EITC Purposes 

• ,5 year,Federal ~avings~ $ .16B 10'year Federal savings: $ AB , 
• 	 Families living overseas and on ,active military duty would become EITC , 

~~~ 	 , 

• 	 To finance this, apd'produce above savings, DOD wbuld'report nontaxable 
earned income (such as subsistence and living quarters allowances) paid to , 
military personnel, overseas and stateside .. This, is counted for EITe purposes. 

Increase Withholding .Rate on Gambling Winnings 

• 	 5 year Federal savings: $ .52 B ' '10 year Federal savings: '$ .78 B 
• 	 Increase the withholding rate of 28% to 36% for g~b1ing winnings over 

$50,000. The odds of winning would be irrelevant. , , 
, , 	 • I 

Withhold 28% From Keno, Bingo and Slot Machine Winnings 

• 	 5 year.Federal savings: $ .25 B ' lOyear Federal savings: $ .32 B 
• 	 ': ,Impose 28% withholding 011 winnings over $7,50'0, regardless of the odds. 

,(No withholding is currently done.) 



" , 

" '1,-, 

Infomiation Reporting on GamhlingWinnings " ' , 
. 

e 5 year Federal savings:" 
" 

$ .22 B';' ,:" 10',:year Federal savihgs: $ .61 B , ' 
e, Requires reporting on gambling, bingo, slot and keno winnings of $10,000 or 

,'. ' more, regardless of the betting odds.,:'(Reporting iscurrt;mtly required at " 
various winning thresholds, if odds ar~300:1 or more.)' 

e State'lotteries exempt. ..:-, , " 

Limit 	Tax De/erred Interest Build-,Up of Laiie' An,n~itie~ 

e ' 5 year Federalsavings: $.8 B'" , 10 year Federal saVings1: $1.83' 
e Prohibit tax deferral on intereSt accruing to annUities' that pay, a.ru1ual 

hicomes over, $1 00,000 Jor couples;'$SO~OOO for single persons. 
- • • 1 • , __ ~ - .. 

, ( 

C. Extend Expiring Provisions' 
. -. ' ., 

Hold Constant the Food Stamps 'Overpayment' Recoveries' Sta,les May Keep 

e S year Federal savings: $ .OS'B' ,10 ye~ ~ederal sa~ings: $ .12 B 
.. Extend 1990 Farm Bill provision letting Stat~s keep 25% of Food Stamps 

recovered 'due to fraud/intentional ,program violations. , ' 
• 	 Extend the'provision letting States keep 10% of FoodStaplps recovered due to 

other unintentional errors'" , , ' " 
• 	 This provision would extend the' c~rrent recoveries rate structure whi~h is set 

to expire in FY1996. 

" Fees' 	 for' Passe~ger Processing' and' Other Customs S~rvices ' 

.' 	 5 year Federal savings: $ °B ,10 year Federal savings: $ 1.04 B 
• 	 Extend the flat rate charge for merchandise processing and other U.S. customs, . . 	 "ser,VIces;, " , ' " ," 	 , 

' The current fee structure, extended by NAFfA, expires after ,FY2003. 

Extend Ri:lilroad Safety User, Fees ' 

• 	 S year Federal savings: $ .16 B,' 10 year Federal savings: $.41 B 
• 	 Extend (and expand) railroad safety inspection fees~ , ' 
• 	 ',The provision would extend the fees through FY04. C!lrrently they are set to 

expire in 'FY1996. " , . ' 

1 'Prelimillary staff esti~te, based on extT~polation of prior year savings. 
1"\ • 
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Veterans: 
. 	 . " ,; . 

Guarantee the Securities Issued in Connection with VA's Direct' Loan' Sales- " 	 . ." .. 

• 	 5 year Federal'savings: $ . .98 B 10 year Federal savings: , $ .16 B 
• ,Currently, VA !l\ay sell its direct loans (te., mortgages held by VA) to the 

. ~~. 
• ,,<i 	 'secOndary market. Secondary,marketinstitutions package the~~.m6rtgages' 


into, seeurities'andsell them tqinvest9rs. VA has the authority through ;,., " 

December 1995 to guarantee in"estOrs the timely payment ofprincipal and' " 


, , interest on the securities. Because Wsguarantee elimin~tes risk to the 

investoI:s, the investors will pay a ~gher price for the securities.' .' 


• 	 SaVings are net of increased costs due to incr,eased default liability of this' 
proposal."' 

• 	 , Permanently extending this provision would suStain the current higher price 
paid to VA for their direct loans, sold to the secondary market. 

, . 

Increase Housing Loan Fee for Multiple Use of ,the Guaranteed Home Loan .program, 
.",' 

• 	 5 year Federal savings: ,$ .03 B . " 10 year Federal savings: $ .14 B 
• 	 The loan guaranty program, establi$hed to promote home-ownership among 

returning wwn Gl's, guarantees mortgages'made by private lenders to 

, veterans, active duty service persons, arid selected reservists. 


• 	 There is no limit on how many times a beneficiary ca,n use the Home Loan 
Program. OBRA 93 increased the, fee to 3 percent through FY98 for multiple 
use of ,the guaranteed home loan program when there is less than a 5 percent 
downpayment. , , '. . , . 

• 	 This proposal would permanently extend the 3 percent .fee for multiple use 
when ~there is less than a 5 percen,t downpayment.' 

Increase Housi1jg Loan Fee by .75 perce,nt 

., 	 5 year Federal savings: $ .14 B 'lOyear Federals;;vings: ,$ .78 B ,," 
• 	 Fees on VA' guaranteed home loans decr~ase as the downpayment increases, ' 

and can be financed as part of the loan.' , 
• 	 'OBRA 93 increased the fee on most guaranteed home loans by '.75 percent 

through FY98 (e.g., the'no-downpayment fee increased from 1.25 to 2 percent). ' 
• 	 This proposal would permanently e~tend the fee increase .. Increasing the fee 

reduces the taxpayers' subsi,4y to this program while continuing to offer 
vetercms a downpaym~t and fee package that would be below conventional 
loan requirements. (Because the fee can be financed over,:the life of the loan, 
Le., thirty years, the cost would not be signifisant to beneficiaries.) 

." . 	 , 

, -.,. 



. . .., 

,'. 

Extend VA's Author'ty to Consider Resale Losses on,' Loans 

• 	 5 year Federal sa~gs: $ .02 B" 1 0 ye~ Federal savings: $ .09 B 
e 	 When a private lender forecloses on a VA guarantee property, VA uses ~ 

fprmula to determine whether it is more cost-effective to: (1) acquire a , 
foreclosed property from the le~der and resell it,.or (2)pay--the guarantee to 
the lender;. Under current-law, this formulatakes·into consideration the 

_potential for losses 'on the resal~of a foreclosed pro~ty .~Qugh ¥y98,.,,, This 
- is' consistenf with the a€quisitiondecisioninaking"ofprivate' mortgage " .. -. .' 

insurers who consider, resale losses. , . .. . . , 
e' 	 This proposal would make permanent the inclusion of potential losses on the 

resale of ,a foreclosed' pi.operty in the fonriula. . . :' 
,. 

Medical Care Cost Recovery Program: . Third Party Health Insurance':.: 
Reimbursements. ' 

• 	 5 year Federal savings: $ .39 B ' '.' to year Federal savings:' '. $2.95 B' 
'. . In 1986, 'IA received permanent aut~ority to collect reimbursemerit for the 

'cost of care from health insurers of. nonservice-conneCted veterans. ,OBRA 
1990 eXp~nded this authority to allow 'VA to collect reimbursement from 

. health insurers of service-connected veterans for treatment of nortseI"vice­
connected conditions. 

• 	 OBRA 1993 extended the serVice-'connected authority to the end of-FY 1998 .. 
• ' 	 This proposal wo~d Plake thls authority .permanent. '., " . . .... 

Medical Care Cost Recovery Program: Per Diems, and 'Prescription Copayme'!lts 

• 	 5 year Federal savings: $ .05 B. 10 year Federal savings: '. $ .31 B 
• 	 OBRA 1990 authorized VA to collect hospital and :r:turs~ng home per. diems 

and outpatient preScription copayments from certain veterans for treatment 
of their nonserviee-connected conditions.' , 

•. OBRA 1993 extended this authority to the end'of FY 1998.­
,e This proposal would make .this authority permanent. 


VA Pensions and Medical Care Cost Recovery,Programs: ,Income Verification 
. Match 

, 	 - I • 

. ,~'• 	 5year Federal savings: . $ .21 B 10 year Federal savings: $ 1.35 B 
• 	 Under current authority, VA has access to IRS 'tax data to verifY income 

reported by VA pension and medical care beneficiaries. VA); p~sion and 
medical care programs are means-tes,ted. ..' , , 

• 	 For pensions,. the proposal wouJd i:wproveprogram integrity by reducing 
overpayments that occur when self:-rep'orted income-is the only infOrmation 

5 



", ':", ' 

.... , 

used to verify eligibiHty. For medical care, the .proposal would allow 'VA to 
more effectively identify and collect copayments from higher income 
veterans. ' , ' 

• 	 This proposal would make this authority permane~t. " 

VA. Pension Benefits for Veterans and' Spouses' in Medicaid Nursing Homes ,. 
, 	 , 

.'. 	 . 5 year,Federal~~avings: $,.19 B' ' 10 year Federal saving~: ; $ 1.SB 
• 	 VA pensions'is a means-:-tested~program which"p~ovides monthly cash 


'support to eligible veterans or their survivors~ OBRA 1993 ext~nded,through, 

FY 1998 a provision that caps pension benefits at-$90' per month for '. ' 

beneficiari~ receiving Medicaid nUrsing home benefits. 


• 	 This proposal does not affect, the pensiop 'beneficiaries. It reduceS ,the amount , 
,of income th~t the beneficiary would have to turn over to the Me<;iicaid ' 
program to help offset the' cost$. of their nirr,sif!.g home care. ' " , 

• 	 ',These savings are:· (1) net of the lost receipts to the Federal Medicaid'program, 

. and (2) represent less Federal Reimbursement of State Medicaid programs. 


• 	 This proposal would make permanent this provision which "is' currently, 

scheduled to expire in FY1998.· , 


Round down and Reduce COLA Adjustment for 'Death and Indemnity 
Compensati(m (DIC) Benefits: ' 

',' . ; 

, ' 	 . 
• 	 5 year Federal savings: $ .64 B 10 year Federal savings: .$1.98 B' 
• 	 The DIC program provides monthly, cash, benefits to survivors of service-' 

connected veterans who died during military service, 'or after service from 
,their service-connected, condition. ' " ,,' ' 

• 	 OBRA 1993 provided authoritY' to round down the monthly benefit Iev~ls to' 

the nearest dollar and reduce the COLAs by 50% to beneficiaries who were 

grandfathered into the new DIe program. (The old DIC program based 

benefits on military rank; the new program pays' a flat rate;) , 


• 	 ,This proposal wQuld make this authority permanent. 

Maintain Montgomery GI Bill avfGIB) COLA at 50 Percent , 

• 	 5 year F~deral savirigs: $ ;15 B,' ,10'ye~ Federal savings:, ,$ .83 B., Servicemembers and veterans'who have elected and contributed to the MGIB ' 
,'program receive $400 per month towatdseducational benefits~' Under Title' 
38, MGrB recipients were to.·l1ave begUn 'rece~vingannual: COLAs increases ,on , 
their benefits for the first time in FY 1994. OBRA 1993, however, eliminated 
the FY 1994 c;OLA arid reduced by 50 percent the FY1995 COLA. 

• 	 This proposal would permanently reduce fuhire COLA increases. by 50 percent 

iI}"FY 1996 and beyond for those beneficiaries who benefited bY'electing to stay 

in the old payment structure. ' " . 
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Possible Alternative, 

Excise ~~, on Gambling Revenues 

• 	 5 year Federal savings: $3;16 B 10 year Fedex:al savings: $7.21B 
• 	 Tax gross revenues (wagers minus winnings paid out) from all gambling 

activities at 4%. (Current Federal wager taxes range from .25%-2%.), ' " 
• ..~tate lotteries wo~p. be exempt from this tax. <.,­

, ' , 

" , 

, r 
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April 11, 1994 

.,.. Income. Maintenance Branch· 
9ffice of Management and Budget 
ExecuQ,ve Office of the President 
Washington, OC 20503 

~ ~ 

Please route to: 
.. 

..~ . 

Keith Fontenot 
Bernie Martin < 

. Belle S?whill 

Su bject: '. Wel£a!e R~fprm Financing 

·W ~, 
From: Stacy Dean & :C~riS Ellertson 

Decision needed 
Please comment 
For YOUT'infonnation 
'Per yOUT request 
Take necessary action ._x_· 

With infonnational .copies for: 
BM, KF, SD, MR, Le, eE, RB, 
VA, Menth, J. Minarik, New, 
Binder 

Phone:. 202/395-4686. 
. Fax: 202/395-3910 
Room: #7026 

Here's round two of the Welfare Re~orm Financing Options package, It should 
. address most of your comments and<qu~ries, with the exception of provisions . 

affecting Tre~sury. We were singul.arly unsuccessful in getting answers from this 
quarter, but will provide updates as soon as they c;o~e through... 

Attachments 

.A-Table 

B--Bullef Points 

C-:-Text 


. , 
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, Welfare Reform Financing Options' 


Dollars in Billions 

5 Year 10 Year 

4/11/94 16:45 Total Federal- State Total Federal State 

Summary: , ; .;,~:, 

, ­

,- ­

, A. Program Savings " 5~64 5.24 0.40 16.83 15.03 '1.80 

B. Enforcemer;tI Savings - ,2.07 2.07, ' 0.00 4.27 4.27 0.00 
, , v 

C.Extend Expiring Provisions . 2.10 ,2.10 0.00 11.46 11.46 0.00 

_-, Total: Financing Options 

.:: ,. 
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Welfa~e ~efoml:Financin8 Options ' 
• 'I":.:'. ' 

. ',' 

, : ;" Dollars in Billions 

5 Year 10 Year 

4/11 /94 16:45 Total " Federal State Total Federal ,rState 

, " 

A. 	Program,.$avings 1: ,',,,,,,,,,
" 	 .. ' 

, -../. 

• 	Linlit Emer~ex:cy Assistance 1.50 1.50 0.00 4.00 4.00 0.00 . 	 " 

• 	Make"CJrtent 5 Year S5I Deemirig RUles, 
Permanent and Extend to AFDC and Food , 

'Stamps. After 5 Yea'rs, CqnM,ue Deeming for. 
th~se Sponsers wfth AGI> 40K for 10 years or ',' 

Ci~zenship. Limit ASsistance to PRt,JCOLs. 2.20 1.80 '0.40 8.70 6.90' '1.80, 

,• 	 Income Test MealReimburseinents to Fantily 

pay Care Homes' " 0.57 0.57 .0.00 1.72' 1.72 ' 0.00 


': .", 

',,:,.,'. 	 Limit Deficiency Payments t~'Those Making " 


'$100K orMore from Of[-FarmlncoIT.'e,per Ye~r 0,61 0.61,,' 0.00 1.31· , 1.31- " 0.00" 


/'
Fair Transaction Costs with Graduated Irite~est''. 	 .'-:;; \ " ' "" ':i. 

"~ies for Early Redemption of Savings Bonds, " , 0.76;, 0.76 0.00 1.10 l.1o. ' .0.00 ' 

,Subtotal .1 	
,,' 

, 	 , 

B. 	 Enforcement Savlngs 
EITe! ", ,,' 

j'.' 

• 	 D~~y to Non-Resident Aliens ." , 0.13 0.13 0.00 0;33,' '0.33 0.00 

• ,Require Reporting fo~ D9D PerSo~eI" 0.16' " 0.16~ 0.00 . 0.40 0.40 0.00 

:Cambli1:lg: ,'j 	, " ' , , 

, ., Increase Withholding'on qambling Winnings , .,
"> $50K to 36% ' , '" 	 0.00 '0.78 0.00'0.5.2 0:52" 	 0.78 

,j' 

• 	 Withholdirig Rate 0~}8% on Keno, Bir1go"Slots" 0.25 " 0,25 0.00 Q.32 0.32 0.00, 

.' Require InfoI111ation Reporting onWin,nings 

;, > $1 OK f~~m Gambling' 0.22 0.22 '. 0.00 0.61 0.61, '0.00 


~ . . ." .... '~ 

.' 	Treasury ~urrently ;~viey;.ins'~s es'lilT!ate.' 

. " 	 , DRAIT " 

2 
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Welfare Reform Financing 'Options 


. Dollars in 'Billions 

·5 Year 10 Year 

4/11/94,!6:45 Total Federal 'State Total Federal . State 

., ,• 	. Limit Tax Deferred Annuity Interest Build-Up 
'-' ,If"~ 

. of lOOK/SOK per Year Al{nuities' 	 0.80 0.80 0.00. ,. 1.83 '.- 1.83 0.00 
,', 

Subtotal 

C. Extend Expiring Provisions· .. ~ 

()..Q- "r::J' 
• 	 Hold Constant the Portion of Food Stamp ~ 

,Overpayment Recoveries that States May 
Keep 0.05 0.05 0.00 0.12 0.12 0.00 

. 
• 	Fees for Passenger Processing and othe.r Custo~' , 

Services , .'. . .'y'i:l!< 0.00 .0.00 0.00 1.04 1.04 0.00 . 

, . Extend Railroad Safety User F~s ~\l«. 0.16. 0.16' . 0.00 0.41 0.41' 0.00' 

~ .. ·.O~O 


• 	Guarantee the Securities Issued in Connection 

with VA's Direct Loan Sales 0.08 0.08 0.00 . 0.16 0.16 0.00 


• 	Increase the Housing Loi!n Fee to 3% foI' Multiple 

use of the guaranteed home loan program when· 

there is less than a S% downpayment 0.03 O.O~ 0.00 0.14 0.14 0.00 


• 	Increase the Housing Loan Fee on most ~aranteed . 

Loans by .75% (i.e., no downpayment loan fee .. 

increased from 1.25% to 2.00%) 0.14 0.14 0.00, Q.78 0.78 0.00 


• 	Extend VA'~ AiJtJ:ority toConsider Resale. ,,~ 

Losses in Determining Whether V A Should Pay 
the Guarantee or Buy the Foreclosed Property and 
Resell it 	 0.02 0.02· .0.00 0.09 0.09 '0.00 

.k 

.. 
• 	Collect the Cost of Treating Service Connected 

, Veterans for Non-service Connected Conditions . 
from Health Insurers 0.39 0.39 0.00 . 2.95 2.95 0.00 

• 	 Some savings require additional administrative effort which may have diScretionary costs. 
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. Welfare Reform Finand~g Options 


Dollars in Billions . 

5 Year 10 Year 
4/11/9416:45' Total .' Federal' State TotaJ Federal. State 

• 	Collect Per Diems and Cop'aymen~,f,rom Certain 
),;:'; 

('j, .r-;, 

Veteran's (or Non-service Care 	 ',0.05' 0.05 OJXi'" 0.31 0.31 .. 0.00 

• 	V A pensions and Medical Care Cost RecOvery. 

V~rify veteran's self-reported income data with 

the IRS and SSA 0.21 0.21 . 0.00 1.35 1.35 '0.00 


• 	Cap means-tested pension benefits at $90 per 

month for veterans and survivQrs who receive 
 -. 


. Medicaid nUrsing home benefits 0.19 0.19 N/A • 1.30 1.30 N/A • 


• 	Round down monthly benefit levels and provide 

reduced. COLAs to beneficiaries·grandfathered 

into the new survivors program 0.64 '. 0.64 0.00 1.98 1.98. 0.00 


• 	Maintain GI benefit COLAs at 50%, which 

was to have been a full· COLA in 1994 but was eliminated 

and reduced by 50% in.1995 in OBRA93 . 0.15 0.15' 0.00 0.83 0.83 0.00 


Subtotal 

Total: Financing Options 
.. ,,' 

Possible Alternative 

• 	 Gambling Excise Tax at 4% .. 3.16' 3.16:0.00 7.21 7.21 0.00 

• 	 This proposal represents a shift from federal YAcosts tof~eral/sta.te ,~edicaid costs. :States would' 
bear the cost of the federal savings. ':'. . .. .... :.' .' '. . 

.... 

.~ .. 
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,Welfare Reform Financing Options 


A. ' 	 Program Sa~gs 

Limit' Emergency Assistance 

• 	 5 year Federal savings: $1.5B , lOyear Federal savings: $4.0 B 
• 	 'cap each State'sAFDC emergency aSsistanceeXperiditureat FY19931evels ! 

(with il)11ation adjustments .for future years), .Qr " 
limit spending to 3% of a State's total AIDC benefit payments from the past. 
year (a grandfather clause could protect States with large, funding drops). ' 

• 	 specifics of this proposal are'still under development., ' 

Tighten Sp()nsors~ipand Eligibility Rules for Non-Citizens 

,55I, AFDC and Food Stamps requir~ that part of a legal immigrant sponsor's income 
is deemed avc4lableto the immigrant .for a limited time, ~hould he/she need public 

,assistance. ,The following tightens benefit eligibiiity for non-citizens: ' 

• 	 5: year Federal savings: $ 1.8 B 10 year Federal savings: $6.9 B, ' 
Ii 	 change the deeming period for,AFDCand Food Stamps from three to five 


years,and permanently extend SSI's five year deeming provision, which 

r~verts to three years until FY1997. . 


• 	 'deeming continues'for another five years for those aliens whose sponsors 

have 'adjusted gross income over $40~OOO. ' , ' , 


• 	 Creates PRUCOL eligibility criteria in the 55!, J\FDC, and Medicaid programs 
, similar to 'the tighter Food 5tamps criteria. 

Income Test Meal Reimbursements to Family' Day Care, Homes 
" ,. 

• 	 5 year Federal' savings: $.57 B', 10 year Federalsavings: $ 1.72 D, 
• 	 Family day care homes inlow-income areas would receive reimbursement' 

for all meals at the "free meal" rate. 
• 	 Other homes could choose between: ' 

·(a) not means-testing and thus ,receiving "reduced price" rates,' or' 
'(b) means-testing, in which case meals for children under'185% of poverty 
, would be reimoursed at the "free meal"rate and meals for children above 

185% of poverty would be reimbursed at the ~'reduced price", rate. 

1 
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Limit Deficiency Payments' to Those 'Making'SlDD,DDD or More Annually From Off~ 
,Farm Income 	 ' ' , . , 

• 	 5 year Federal savings: $ .61 B, '10 year Federal savings:' $1.31 B 
• 	 Producers receiving $100,000 or more in off-farm adjusted gross income, 


would be ineligible for Commodity Crepit Corpora,tion (CCC) crop subsidies. 

- ' , ~ 	 . 

Graduated In'terest Rates for Early', Rede.mptiim''''oj Savings Bonds' 

• 	 5 year Federal savings: $ .76 B , ,. ,10 year Federal savings: $1.1 B 
• 	 'New savings , bonds iSsued would initially yield 2% interest, which would 


gradually rise over 5 years to 4%. ' . . 

• 	 'CUrrent outstanding bonds unaffected. 

B., 	 EnforcerrientSavings' 
' .. 

Deny 	EITC ·to Non~Resjdent Aliens 
,;.· 5 year Fed~ral savings: $ .l~B , 1.0 year Federal savings: '$ .33 B 

• 
' 

Deny EITC to nonresident aliens, such as foreign'students, professors, etc: 

, Require Income Reporting for DOD Personnel, lor EIrc 'Purposes 

, • 5 year Federal savings: $ ~16 B 10 year Federal savhtgs:$ .4 B 
.' Families living overseas and on active military 'duty would become EITC' 

, eligible., ' , , " ' ,", ' , ' '. " ' 
• ,To finance this, and produce above savings; DOD would report nontaxable 

earned income (such as subsistence and Hving quarters allowances) paid to, 
, military personnel/overseas and statesi'de. This is counted for EIT,C purposes:, , 

Increase Wit,hholding Rate, on Gambling, Winnings' 

• 	 5 year Federal savings:' $ .52 B 10 year Federal sa:vings:$ .78 B 
• 	 Increase the withholqing rate of 28% to 36,% for gambling ,winnings .over 


$50,000. The odds o~ winning would be melevant. 


Withh·old 28% From Keno, Bingo and Slot MacM~e Winnings 

• 	 5 year'Federal savings: $ .'25 B " 10 year Federal savings: $ j2 B" 
• 	 "-Impose 28.% withholding ,on win~ngs over"$7,500, regardless of the odds:, 


(No withholding is currently dO,ne.)' ":'" , 


, . 
, ,2 



\. 
w : , 

, ,-' 
" .. ,', 

• , ~1 

,~ " '. , ''\ 

..' 

' .. 
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Information. 'Reporting' on ~a.mblin·g Winning~', 

. • 5 year Federalsavings: $.22 g . "'10 year.Federalsavings: .$ .61 B 
• . 	 Requires reporting on g~bling, bingo, slot 'and keno wi.I}.nil1gs of $10,000 or 

more, regardless of the betting ·odds. '(Reporting is cUrrently required at 
:various Winning thresh.olds, if oddsare 300:1 'or more.}'" .' 

• 	 State lotteries exempt. . .' ",, .... 
, ~;,'rtll!~ ,I, 

,~r~: ':\ ..,/ 

, i.. ..,! , •.Limit' 	Tax Deferred ,lntere~t.B·ui1iJ-Up 'o{ i.ilrge,Annuitie~ 
",! ' 	 " 

5 year Feder~l saVings: $.8 B':,. '.,' ·.l()}ear"Federal savingsl:' '$,1;83,. . 
• 	 Prohibit tax deferral on interest accruing .to annUities. tl}at pay annual' ...' 

incomes over$IOO,OOO for c~uples, '$50,090 for single ·persons. " '. 
• ,,' , , ',' • ~ • , • ", - ~" :" :.' ',i,.. 


C 
· 

.. 
. 
Extend Expiring Provisio~s,','....., ",,' 


' 

.Hold Con.startt; th~ "Fo()d ,Stamps ()verp~yTne.nt Reco;eries' ·?tates May' Keep , .' 
~ • 	 "j I 

• 	 '5 'year Federal saVings: $.05B :'.' ·'H),·~ear.Federal sayings: . $ .1i B 
• 	 . Extend 1990 Farm Bill provision letting States keep 25% ofFood ~tamps 

recovered d~e tofraud/intentionalprogr.arnvi61ations......' i '. ". " ' .. . 

• 	 Extend the provision letting States keep 10% of Food' Stamps recovered due to ',: 
other ,unintentional' errors; ',' . ~":; '. ~..,' ::," . . .' .' 
This provision would extend the current recoverie~ Tatestr~cture which is set. 
to expire in FY1996.···· " ."r"" .' 	.' , . . " 

,'Fees 	 fotPassengerProcessingand Dth~T' Custom~.ServiCes . 
. 	 " .~. 

", I 

• '5 yearPederaJ"sayings: $' O'.B .;, 10 year Fed'eralsavings:$1.04B .. 
• . Extend the. flat rate charge ,for merchandise processing anc;l, other U.S. customs 

services.. . .... .... ., 
The current fee structure" e~tended by NAFTA, expires'a£terFY2003. 

',. ., ' ' ,,~.,,' • " ' .' 1. • • 

'Extend Rnilro;W Safety User Fees. ,,' "::'.. ' '" '. 
.. 

'.~ . 5 year Federal savings: $.16B ..'. 10 year F~de~al sav~gs:> $ .41 B ' 
• " 	 Extend; (an4 eXpand) railro~d saf~ty}nspectiqn fees. . , 
• 	 .. The provision 'would extend the fees thro,ugh FY04. Currentiy:theyare sette> 

expire.in FY19'9~. . . 
• ' , " '1 • 	 , •• '\ 

, " I' ~,:' -..; 

r ,,~. , 

t, 	 , • ,_ . 

lPreliniinary staff estimate" based on extrapola Dem. ofprior year sayings.. , 
, 	 , ',": ' ' . 

. ". ' 	 3' .:'; ..,.' 
r . 

'.' 
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Veterans: 

",Guarantee the Securities Issued .i~ Connection with VA's, Direct Loan Sales 
'" .. 

• 	 5year Federal savings: $ .08 B . ,10 year Federal savings:. $ .16 B 
• 	 Currently, VA may sell its direct loans (Le., mortgages ,held by VA) to the. 

secondary market. Secondary market institUtions package these mortgages ~, 
into securities and seU'them to invesfors. VA has the authority through _ 
December~1995to guarantee investors the timely payment of prindpal and.­
interest on the securities. Because this guarantee ~liminates risk to the . 
investors, the investors will pay a higher price for the securities. , 

• 	 'Savings are net of increased costs due to increased default liability of this 

, proposal. 


• 	 Permanently extending this provision: would sustain the current higher,price 
. paid to VA for their dired loans sold.to the secondary market. . 

Increase Housing Loan Fee fotMultiple Use' of the Guaranteed Home LoanProgrgm, 

, • 5 year Federal savings: $ .03 a ·10year Federal savings: $.14 B 
• 	 ,The loan guaranty program, established to promote home-ow,nership among 

. returning WWII GI's, guarantees mortgages made by private,lenders to ' 
veterans, active duty service: persons, and sel'ected reservists. ,. , 

,. 	 There'is no limit on how many times a beneficiary can use the Home Loan 
Program. OaRA 93 increased the fee to 3 percent through FYge for multiple 
use'of'the guaranteed home loan ptogram whenthere is less thana 5 percent,' 

, dO':VIlpayment. ',. 	 ' . 
• 	 ' This proposal would'permanently extend the 3 percent feEdor multiple use 


whenthere is less thana 5 percent downpayment. 


Incre.ase Housing Loan Fee by .75 percent, 

• 	 5 year Federal savings: $'.14 B. . 10 year Fede'ral savings:' $'~78 a 
• 	 Fees on VA guaranteed home loans decrease as the downpayment increases 


.. and can be financed as part ~f the loan .. 

• 	 OBRA ',93 increased the fee on'mo,st guaranteed home loans by .75 percent 

through FY98 (e.g., the no-downpayment fee increased. from 1.~to 2 percf?nt).'. 
• 	 This proposal;would permanently e?'tend the fee increase. , Increasing the fee 

. reduces the ,taxpayers' subsidy to thisprograrn while continuing, to offer 
veterans a downpayment ~nd fee package ,that would be below conventional 
loan requireme~ts. (Because the fee ,can be financed over the life of the loan, 
i.e., thirty years; the cost would not be signific~t to. beneficianes.): 

,: . 
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Extend VA's Authority to Consider Resale Losses on Loans 

• 	 5 year Federal. savings: $ .02 B 10 year Federal savings:, $ .09 B 
• 	 'When a private lender forecloses on a VA guarantee property, VA uses a 

. formula to determine whether it is more cost-effective to: (1) acquire a , 
'for~,closed property from the lender and resell it, or (2) pay the guarantee to 
the lender. Under current law~ this formula takes into considerationtbe 
P9tential for losses on the resale.Qf~!l foreclo~ed property through Fx~8. Thls 

;,',--	 is consistent with the acquisition deCisionmaking ofprivat~mortgage ..._ . 
insurers who consider resale losses.' . . 

• 	 This proposal would make permanent the.inclusion of potential losses on the 
. resale of a foreclosed property in. the formula. . , . ", ' 

Medical Care Cost Recovery Program: . Thira' Party Hea~th Insurance 
Reimbursements. 

• 	 5 year Fed~ral savings: '$ .39 B 10 year Federal savings: $.2.95 B 
• 	 In 1986, VA received permanent. authority to collect reimbursement for the 

cost of care from health insurers of nonservice-connected veterans. OBRA 
1990 expanded this authority to allow VA to collect reimbursement from 
health insurers of service-connected veterans for treatment of nonservice­
connected conditions. 

• 	 OBRA 1993 extended the service-connected authority to the end of FY 1998. 
• 	 . This proposal would make this authority permanent. 

, Medical Care Cost Recovery Prog;am: Per ,Diems and Prescription Copayments' 

• 	 '5 year Federal savings: $ .05 B 10 year Fede'ral savings: $.31 B. 
• 	 OBRA 1990 authorized V A to collec;t hospital and nursing home per diems 

. and outpatient prescription copayments fr~')m certain veterans for treatment.' 
. of their nonservice-connected conditions. . 


.• OBRA 1993 extended this authority to the end. ofFY 1998. 

• 	 This proposal would make this authority ·permanent. 

VA 	 Pensions andMedic~1 Care Cost 'Recovery Programs:' Income Verification, 
Match . 	 . 

• 	 5 year Federal savings: $ .21 B . 10 year Federal savings:' $ 1.35 B . .. 	 Under current authority, V A has access to IRS tax data to verify ~come 
reported by VA pension and medical care beneficiaries. V A's pension and 
medical care programs are means:-tested. ". . ~, ' 

• 	 For pensions, ~he proposal would improve program integrity by reducing 
overpa'yrnents that occur when s~lf-r~ported 'income is the only informatiC?n 
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used to verify eligibility. For medical care, the proposal would allow VA to 
more effectively identify and Collect copayin~nts fro~ ,higher income 
veterans. " 

• 	 This proposal would make ~s~ authority, permanent. 

, VA Pension Benefits for Veterans -and:Spo'!fsesin Medicaid Nursing Homes' 
.. " 

• 5 year Federal'savings: '$ ;19B 1,0 year Federa~savings: $1.3 B 
• 	 V A pensions is a means-teslea program which provides monthly c~sh ~,.'" 

support to eligible veterans or-their survivors. OBRA'1993 eXlended through 
. FY 1998 a provision that caps pension 'benefits at $90 per month for . 

beneficiaries receiving Medicqid nursing home ~efits. " 
'. ,This proposal does not affect the pension beneficiaries. It reduces the amount 

, of income that the beneficiary would have tp turn,over tp"the Medicaid. 
program to help offset the cOsts 'of th~ir nursing h9Ille care.: 

• 	 These savings are:' (1) net of the lost receipts to the ,Federal Medicaid program, 
,and '(2) represent less Federal Reimbursem~nt of State Medicaid programs. 

• 	 This proposal would make permanent. this provision which is currently 
. scheduled 'to expire in FY1998. 

Round down' and Reduce COLA Adjustment for 'Veilthand lndemn'ity 
Compensation (DIC) Benefits " 	 ' 

• ,'·5 year Federal savings:, $:.64 B, 1,0 year Federal sa~ings: $1.98 B 
• 	 The DIC program provides morithlycash benefits to ,survivors of service;-. 

copnected veterans who died during rriilitary,service, or after service frOm .. ' 
their service-connected condition. 

• 	 OBRA 1993 provided authority to round down. the monthly benefit levels to 
the.nearest dollar and reduce the COLAs bY,50%, to beneficiaries who were ' 
grandfathered into the new~DIC program., (The old DIC program based 
benefits on military rank; the new program pays' a flat rate.). ' 

• 	 This proposal woul~ :make this authority permanent. 

; ,Ma£ntain Montgomery GI 'Bill (MGIB) 'COLA at'50Percent 
, '. . . .' , 

-~ • '. 5. year Federal sewingS: . $ .15 B' .,.. 10 year Federal savings: $ :83 B 
• 	 Servicemembers and veterans who have elected and contributed to the MGIB 

program receive $400 per month towards educational ~I?nefits. pnder Title 
38, MGm recipients were to have begun r~cei:ving armual COLAs increases on 
their, benefits, for the first time, in FY 199~., OBRA 1993, however, eliminated 
the FY 1994 COLA and reduced~y 52 percent the FY 1995 COLA. '. , 

• 	 This proposal would permanently 'reduce future COLA increases, by 50 percent 
in FY 19~6 and beyond forthose beneficiaries who benefited by electing to stay 

.. in the old payment structure. . ~ . . " 
.,' 
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Possible Alternative 

Excise Tax on Gambling Reven"ueS ".. 
. '. ", 

• 5 year Federal savings: $ 3.16 B' 10, year Federal savings: $ 7.21 B 


.' 

• """ -Tax gross 'revenues, (wagers minus winnings paid out) from all gambling 


activities at 4%. (Current Federal wager· taxes range from .25%:"2%.) 

S~ate l<?tteries.w~u1dbeexempt from .tlUs tax. ,~;l''' ' ' 


.. . -. . '-' ." ;---; .:'" 

. " 
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. WELFARE REFORM FINANCING' OPTIONS 


, , 

The proposed finanCing for welfare refqnn comeS from:thr~' are~: (a)red'uctions 
. in entitlem,ent programs (see "Program Savings");(b) bett~r enforcement of revenue 

. ·raising measures and reductions·,.,in tax expenditur~ (see "Enfor~IPent Savings"); 
..' an'd (c) extet:tsions 6f various'saving~ provisions:,set .to e~ire in the 'future (see.. ' 

"Extending Expiring Provisions"). An optional provision, should additional .. 
financing be c~lled for, is the. excise tax on gambling,(~.ee'''Possible Alternative"). 

A. Program Savings 

'Limit the Emergency Assistance' Progiam . The little knoWn AFI;)C-Emergency 
Assistance Program (EA) is an uncapped entitlemen,t program which is out of .. 
control. In FY1990, expenditures'totalled $189 million, in FY1995, it is estimated that' 
expenditures,will be $644 million and by FY1999 almost $1 billion: While the intent 
of the EA program is to meet,short-term, eme'rgencyneedsand 'help keep people off 

.' welfare, States currently ha.ve wide latitude'to determine the scope of their EA . 
programs. Recently 'St~teshave realized that the definition of the program is so 
broad that it can' fund almost any critical services' to low-income persons. Since the, 
EA program has a Federal match, States have rapidly begun shifting costs from 
programs. which th~·:States fund on ,their.own s'uch as foster care, fcvnily 
preservation, and homeless services'into the matched EA program., States appear to. 
be funding. services that address long-term pro.blems as weUas true emergency 

. needs. " 

EA could be modified by establishing a' Feder,al matching cap for each State.'s EA 
expenditures. Tyvo alternative& might, be, used, in setting the cap: Payments could be 
capped a"t the FY1993 level for all States and, then adjusted for inflation.' The . 
alternative would be to set a cap equal to 3 percent of the State's totalAFDC benefit 
payments incurred during the previous fiscal ye~u, and grandfather State~ with 
FY1993 EA spending higher than the cap amounti :(Tne FY1993 expenditures would 
be used for setting caps and grandfather provisions, since using FY1994 figures may 

. encourage States to spend more this year to .increase the baseline.) The Federal ' , 
',·matchwould continue at 50 ,percent up to th~ cap.'. Under, the new cappep program, . 
'. States would also be given the, fl~xibility to determine their own definition of 

,1. " 
~..:.<" .... 

, 1 The current grandfattler proposai would helpthe District of Columbia, Massachusetts,New 
Jersey, New York and Oklahoma. Under the 3% limit proposal, the States most affected, absent the , 
grandfather clause, are Massachusetts and New Jersey.· Totai '~pending levels. for·these two States' 
would drop by $20-$30 million,abscnt the clause. . , . 
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emergency services. 'This would give· the States ne~bility.to address various special' 
emergency problems. . ,\' .,.. 

Critics of this proposal point to the fact that much of the money is now going to 
programs such as child welfare and homeless relief. They also note that capping at 
the FY1993 level m~y 'hurt States whose 'spending rose in FYl994~ 

Tighten Sponsorship Q~d Eligibility Rules for No~~Citi%ens,'" . In recent years, the 
number ,of. non-citizens lawfully residing ~ the U:S. who collect SSI hasr~~n very 
dramatically. Aliens rose:from 5 percent of the SSIaged caseload in 1982 to over 25 
percent of the case load in 1992. Since 1982, applications for SSI from legal.aliens 

.' have tripled, while immigration rose by only about 50 percent over the period., 
Most of these. applicants enter the country sponsored by their rel~tives. Currently\47 
percent of aliens 011 SSI apply in their fourth'year in the U.S.. Until this year, C1.J,rrent 
law t:equired that f~r 3 years, the portion of th4? sponsor's income in excess ofllO. 
percent of poverty be "deemed" as available to help support the legal.aliens should 
they need public assistance. Last fall, to pay for Unemployment Insurance (UI) 
extensions, Congress extended'th~ SSldeeming period from 3 years to 5 years 'until 
FY1997, when it reverts to 3 years. . . , . . 

The House ~epublican w,elfare reform bill finance~ its reforms by denying all 
means-tested benefits to .non-citizens other 'than refugees and immigrants over 75 
who have been in the U.S. for oyer 5 years., This propo~al/whichcuts off AFDC, .. 
Medicaid, Food Stan:tP and other pr08!'am benefits'i~ FY1996 j ;'would, save about $21 . 
billion over five years in combined, State/Federal dollars. Since undo.;:umented. 
immigrants are already barred from collectingmos~benefits (except emergency . 

,medical services, child nutrition, and, in some cases, AFDC), this proposal mostly 
affects legal immigrants who have not yet become citizens: . Such a policy is.··· 
extremely difficult to defend as legal a1i~ns are required to pay taxes and may 
contribute to' the economy with their laboraridteci1nical expertIse. , 

, " , ~ . . 

The most modest proposal would be to e~tendthe' -5 year deeming provision 
permanently for the SSI program and apply the same 5 year rule to Food Stamps and 
AFDCprograms. (Currently, Food Sta.l11PS and AFDC deem for 3 years.) After the 
first 5 years of deeming, deeming would continue for an additional 5 years only for. 
those aliens whose sponsors have annual income greater than $40,000. Unlike,the: 
House Republican proposal, this ,option, which woUld affect only those immigrants 
who applied for stays after the date of enactment. Currentrecipients would be 
grandfathered, .as long as they remained continuously eligible for benefits. Those 
currently in the deeming period would)10t have this, period extended. 

A~other option ~o'uld be ,to deem' until the immigrant became a citlZeh. This latter • I 
OptiOrl hasthe virtue that'itdr~ws a clear·and' iogical policy line--deem to 

. citiz€!nship, If such·a policy were fdopted, Immigration an~ Naturalization Ser'vice 
. .,~ . . .' . 
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(INS) proposals to speed and simplify the citizenship process migJ'tt need-to be 

modUied by dropping.cumbersome language requirements_for ~e elderly: Under, 

bgth proposals, aliens' Medicaid eligibility co~d be a#ected due to theJcategorical ' 

eligibility of AFDC and Food Stamps recipients'for Medicaid. 


Those who supportchanges to immigrants' ,benefit eligibi~ity argJetheyare based 

on 10rig:standing immigration policy that immigrants should not become pJ.lblic ' 

charges: Sponsored immigrants are different from most citizens in that the latter 

typically spent thei~Jife working and paying taxes in~;the'U.S. ,At,the same time the " 

'proposal;'ensures that truly needy sponsored immigrants will not be denied we.lfare,~'­

benefits lf they can establish that their spqnsors ate n~ longer able to support them. 


, The policy would not affect refugees ot asYlees. ' 

, Critics of this proposal argue that It feeds the already heightened hostilitY toward 

immigrants. A sizeable [raction of the iInrriigrants come from poor..countries, 

especially Mexico, and while, the sponsoring f~nUly may not be poor (in which case 

deemi!,g would have no effect), their incomes may not be particularly high., 

Attaining citizenship can be especially difficult for elderly persqns. The Hispanic . 

Caucus and a: sizeable number of immigrant and religious groups' are deeply 

troubled by any proposalsaffectin'g immigrants. 


The second element Qf this propos~l conforms eligibility criteria for all categories of 

noncitizens under the four Federal prograI!ls. Currently, due to different' eligibility 

criteria -in statut~, and litigation over' how to interpret statutory,language, the four· , 

Federal programs do not cover the samecategorie~ of, noncitizens. The Food Stamp 

program has the most 'restrictive definition of which categories of noncitizens are' 


, . eligible for benefits (Le., the eligibility criteria encompass a fewer'number of 

immigration statUses). 551 and. Me,dicaid have the most expansive definition of 

which categories of noncitizens are eligible for benefits~and the AFDC program falls 

between these extremes. Thi'sproposal creates eligibility criteria in the SS1, " 

Medicaid, and AFD~ programs similar to the criteria that currently exist in the Food 

Stamp program. The new list of immigra:ti~:m statUses required for potential ' 

eligibility for the. SSt Medicaid, and AFDC p~ograms would also be the same as 

those listed in the H,ealthSecurity Act .. Savings from ,conforming the various~ . 

welfare eligibility .rules :for different classes of immigrants to th~ Food Stamps rules 

are indudedin the cost' estimates for extending deeming. ,,', 


Income Test Meal Reimbursements to Family Day Care Homes The 'Child 
Care Food program provides food subsidies for chiidren in two types of settings: . ' 

, ~ " child care centers. and family day care homes.2 They are, administered quite' t"­

.. ;' ~ 

" 

2 The subsidy rate for lunch served.infamily day care homes is $1.48 in the 1994 schOOl year. 

The subsi~y rate for a child care center J~~th is $1.87 in the 1994 school year. ' 


\ , >, 
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differently. The subsidies in centers are well targeted because they are means tested. , 
USDA estimates that over 90 percent of Federal dollars are paid to centers on behalf' 
of 10~~income children. 'The family day care part of the program is not well targeted 
because it has no means test. A USDA~commissioned study estimates that 71 
'percent of Federal dollars support meals for children above: 185 percent of the 
poverty line. While the child care center fundi~g'Ievels have been growing at a 
modest rate, the family day care funding levels are growing rapidly-16.5 percent, 
between1991 and,l992. 

" 	 The''Collowing approach better targets the' family day care funding to low-income' 
children and creates minimal administrativereq~rements for providers. ' 

• 	 Familyda'y care ho~es located in low~incomeareas (e.g./census tracts where 
',' ,half of the children are below 200 percent of the poy~rty line)' would receive 
" $.84 and $1.67 in breakfast and hinch reimbursements, respectively, during' 

sChool year 1995. This is roughly equivalent tathe "free meal" rate paid on 
behalf ~of low-income children in day care centers; whose families have 
incomes under 130% 'of poverty. ' , 

• 	 All other homes would have a Choice. They could, elect not to use a' means­
t,est. If they 'elect this option, they wo~ld receive breakfast and lunch 
reimbursements at the reduced levels of'$.54 and $1.27, respectively. 
Alternatively, a family day care home could' administer a, simplified, two-part 
means,.test. Meals served to children, below, 185 percent of the poverty line, 
would be reimbursed at the "free meal/l rate. Meals served to children above 
185 percent of the, poverty line would be rei~bursedat the r,educed price ra'te. ' 

• 	 Iritermediaries that serve family day care homes in low:.income areas would, 
be~eimbursed an extra $10 per month for ongoing administrative costs and a 
$5 million seta side would help such day care hoines to become licensed (or' 

, registered): 

I 

Critics of this proposal will argue that it'may hurt childreri because family day care 
progr~s may drop out of the program. , However, since the reimbursement would 
fall only slightly, and only for, homes in well-to-do-areas, this seerns rather unlikely." 

Limit Deficiency Payments to Those Making $100,000 or More FromOfl-Farm' 
Income Per Year USDA farm programs are criticizedJor unfairly supporting 
large farms and wealthy producers rather than 'smaller farms and lower-income 
farmers. The Congressional Office of Technology Asse~,sment concluded that most 
big farms "do not need direct government payments and/or subsidies to compete 
and survive." One option is to make producers receiving- $100,000 or more in off­
farm. adjqsted' gross' income ineligible for Commodity Credit Corporation (CCC) crop 
~ubsidies (price support loans and income support paymen'ts). The proposed 
targeting' of s~bsidies would direct farm payments to smaller, family farms;'which 
deserve Federal fi~ancial help more than large agricultural en,terprises. It would 
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cause an estimated 1-2' percent of program participants to 'drop out of USDA farm " 

,progr'ams. Most of these wealtl1iest participants include corporations and, 

individuals for whom Janning is not a primary ~pation or soUrce of income. , 


Graduated I~terest Riltes.for Early Redemption o(Savings Bonds ,The Savings, 
Bond pr~gram is, intended ~o p.rovide a safe and attractive long-tenn iI\Vestment " 
opportunity for individualsavers, and a·cost effective form of public debt financing., 
Savings Bonds pay atJeast 4 percent interest' (possibly higher' after. 5 years if market . 
ra~~.s are higher) 'and may be redeemed on demand, withoutpenalty, !fter 6 months. ~, 
Each yearj40 percenfof the,bondsrooeemed were outstanding for oneyear o.r less 
(65 percent were 3 years or less). "For these "early':redeemf?rs," the Savings Bond· . 
program is overly, generous 'and,' due to the relatively high transaction costs, is not a 
cost-effective means of ,debt financirig.Alth,ough Treasury does not maintain. 
statistics on who purchases· savings bonds, there is no reason to believe, that a' 
disproportio'nate sh.are of such investors are, 10\~-income. ' 

I, \ 

, This proposal would· eliminate the 4 percent intez:est fl:()or, enacted in 1976, below 
, which Treasury cannot lower the guarant~d rate., Treasury would issue new bonds 

with a 2 percent guaranteed rate that would rise, oyer a5 year period, 'so that the, ' 

cumulative percentage yield would reach 4 percent at th~ end of the fifth year. , 

Graduated guaranteed rates have been used successfullyin the past to make the 


. yield .to early 'redeemers similar to' private market alternatives. It would have no 
effect on (a) Savings Bonds already outstand~ng 'or (b),SayingsBonds held for at least 
5 years. ,Ne change is proposed to .themarket~based rates thatapplyafter 5 years. 
Preliminary indications are ,that Treasury supports this proposal.' . , 

• • 0' • •• 

B. Enforcement Savings 

Deny E~rC to Nonresident Aliens 'Under 'current la~, non-resident aliens may 
'receive the E.arned Income"TaxSredit (EITC). 'Because non-resident taxpayers are 
not required to report their worldwide income, iUs currently impossible for the IRS 
to deteqnine whether ineligible individuals (such as high income non-resident 

,aliens) are claiming the EITC. The proposal would deny the EITC to non-resident 

aliens completely. It is estimated that about 50,000 taxpayers would be affected, 

mainly visiting foreign students and professors.' , 


'. ' 

Require Income Reporting for DOD Personnel, for EIrc Purposes .' Under . 
current law, families:living oversea.s are ineligibl~ for the EITC. The first part of this 

, proposal would extend the EITC to active military families living overseas; To pay 
for this proposal, and to reUse net !evenues, the DOD would be required to report the 
nontaxable earned income paid to military personnel' (botl1 overseas and states-sid'e) , 
on Form W-2. -Such nontaxable earned income' includes basic allowances for 
subsisteflce and q~arter$' Because current law provides that in' determi~ing earned. ', . 

. income for EITC purposes such nontaxable earned income must be taken into 
, . "~" , " 
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account, the additional information rewrting would enhance compliance with ,the .. 
EITC rules. The proposal is supporte~ by OOD. . 

Withho(ding on C~mbling.Winnings . Current rules require withholding .at a . 
rate of 28 percent on proceeds from a wagering transa<;tion if the proceeds (amount 
received over amount wagered) exc:eed$5,OOO and are aHeast 300 times the amount 
wagered (i.e., odds of 300:1 or higher). For lotteries, sweepstakes or wagering pools, 

..- proceE?dsfrom awagerof over $5,000 are subject to withholding ata rate oi28 ... ' 

percent regardless of the odds. No witl\holding-is in:lposed.on-winnings from keno~ 
. bingo; or slot machines. There are three components to this revenue raising""" 
. proposa.1, as follows:' '. ." .. ' . . ,.' -,." .. ,. . 

• 	 Increase Withholding -Rate on. Gambling Winnings Over $50,000 . , The' 
first component of this propos~lwould increase the withholding rate on' '. 
certain gambling winnings from 28 percent to 36 percent. The higher rate . 
would apply only to wi,nningsjnexcess of $50,000. In addition, it would apply 
to such winnings regardless of the odds. This is estimated to :raise $516 
million over 5 years. The increased revenue~ result from a speedup in, 
collection of tax anctenl1-anced compliance., .. 

• ' 	 Expand Withholding to Other Wi1ln'ings The second component of the 
. propo!?al would impOse withholding on gambling winnings, of over $7,500 

from keno, bingo, and slot machines regardless 'Of the odds. This is estimated' 
to raise $248 million over 5 years. . ' 

•. 	 Require Information Reporting on Gambling Winnings Currently, 
information reporting is required on gambling winnings in ,excess of $600 
(except that in the case of bingo and slot machines the threshold is $1,200 and, 
in the case of keno, $1,500) but only if the payout is based on betting odds of 
.300:1, or higher. The proposal woulq e,xtend the inf0I:IDation'reporting 
requirement to any winnings of $10,000 or more regardless of the betting 
odds: This would raise $215 million overS years. . . 

Limit Tax Deferred Interest Build-Up on Large Annuities. Interest on the 

pr,incipal aIliounts of certain annuities is allowed to accumulate free of tax until' 

paid to the beneficiary-like the inte.rest in an IRA. The proposal would prohibit 

such tax deferral on annuities that would pay an annual income greater than , 

$100,000 ~or couples, or$50,OOO for single persons: . ' . 


., 

Proponents of the proposa.larguethat the tax deferral allows a substantial benefit for 
persons who have large: amounts of wealth to purchase such annuities. It is possible 
to make unlimited annuity c;ontributioIiS. BY,contrast, the contribution to an IRA is 
capped .a1 $2,000 per worker per yearfor people who work Jor their livelihood .. On 
the other hand, such annuities are often purchased to benefit surviving spouses 
who receive insurance pr()ceeds upon the death of the othet"spouse, and new 
retirees who receiy~ lump-sumgistributions.A powerful lobby that may oppose 



the: provision is insurance agent~/who ~tand to lose the tax inducement for a 
. ':lucrative product. ' ., 

C Extend Expiri!lg Provisions 

< Hold Constant the Portion, of Food '. Stamp Overpayment Recoveries that States May . 
Retain .' 'This proposal wbuldextend the 1990 Farm Bill provisioI). whiCh,. 
reduced the ,percentage of recovered Food Stamp overissuances retainable by State 
agencies for FY1991-l995.Under thi~;provision:, whicpwould be extended to, ' 
FY1996-FY2004, States could retain 25%' of reCoven~s from fraud/intentional 

, program violations (previously 50%) ap.d 10% of other recoveries, (previously 25%). 
.States Cl!epeTmitted to keep some portion of ~e 100% Federal ,Food Stamp 

',' 

recoveries as a~ incentive paxment for pursuin~ fraud cases. . ' . 

,Extend. Fees for Passenger' Processing and Other Customs Services' ',' A fJ.at rate 

merch~ndise processing.fee (MPF) is Charged by U.S. Customs for processing of 

commercial and non-commercial merchandise that enters'or leaves'U.S. 


,warehouses. The fee, adopted by OBRA,1986, generally is set at .19% of the value of 
the good. Other variable customs fees are charged for:' passenger processing; 

'commercial truck arrivals;;railroad car arrivals; private' vessel or private aircraft 
entries; dutiable mail; proker permits; and barge/bulk carriers. NAFfA extended 

,the MPF ~d other fees through' September, 2003; The proposal would extend the 
fee~charged pefl!\anently. ' 

, 
.	E;rtend Railroad Safety User Fees' ',. Railroad, safety inspection fees were enacted 

in the Omnibus Budget Reconciliation Act of 1990 to pay for the costs of the Federal 

rail safety ,inspection program. The railroads· 'are ,assessed fees' according to a formula 

based on three criteria: road miles,. as a measure of system.size; train miles as a 

measure of volume; and employee hours as a measure of employee activity~ ,The ' 

formula is applied across the board to all rAilroads to, cover the full costs 'of the 

Federal railroad safety inspection program. The f~sare set to expire in 1996. The, 

1995 President's Budget proposed to extend the fees through 1999 ,and expand them, 

effective in 1995; to cover other railroad ,safety' costs .. To help financ~ w~lfare 


reform, the fees could be extended permane~t1y. 


Ve'terans Provisions:
, , 

Guarantee the Securities' Issued in Connection with VA's D.irett Loan Sales Under 
current law, VA has the authority to sell its direct loans (Le., mortgages held byVA), . 
to the secondary market. Secondary market institutions, package these mortgages ' 
into securities and sell them: to, investors. Vl~ has the authority through December 
1995 to guarantee investors the timely payment 'of princippl and interest on the 
sec~ities.Because this g4aiantee eliminates risk to the investors, the investors will 
pay 'a htgher price Jor the securities., Permanently extenqing this proviSion would ' 

7, 




, .' .... . . 
sustain the current higher price paid to VA for, their dired loans sold to ,the 
secon~ market. ,.' 

Increase Housing Loan Fee for Multiple Use. of the Guaranteed Home foan Program 
The loan guaranty program'was ~tablished'to promote home-ownership among 
returning wwn GI's,most of whom were drafted into the ni.iIitary. This program 
guarantees mortgages made by private lenders to, veterans, active duty service 
persons, and selected reservists. Th~re is no limit on how many,tiql.es a 1:>enefidary' 
can use the Home Loan Program. OHRA 1993 increased the fee"tc? 3 percent ~rqugh 
FY98 forntultiple use of the guaranteed home loan program when there is less than 
a 5 downpayment. This proposal would permanentlyextendthis·3 percent fee. ' 

Increase Housing Loan Fee by .75, percent FeeS on VA gu'aranteed home loans 
decrease, as the downpayment increases and can be financed as part of the loan. 
OBRA 1993 increased the fee on most guaranteed home loans by .75 percent through 
FY98 (e.g., the no-downpayment fee. increased from 1.25 to 2 percent). This proposal 

, would permanently extend the fee increase. Increasing the fee reduces the taxpayers 
subsidy to this program whiI,e continuing to offer veterans a downpaymentand fee 
package .that would be below cOrlventionafloan requirements. ,Because the.fee can 
be financed over the life of the loan (Le., thirty years), the cost would not be 
significant to beneficiaries. ',' 

Resale Losses on Loans When a p~ivate lenc;ler foreclos~s on a VA guarantee 
property, VA uses a formul~ to deternline w.hether it)s more cost-effective to: (1) 
acquire a foreclosed property from the lender and resell it, or (2) pay the guarantee to 
the lender. llnder current law, this forP1ul~' takes into consideration the po~ential 
for losses on the resale of a foreclosed property through" FY98. This is consistent 
with the acquisition decision making, of private mortgage, insurers who consider 
resale losses. This proposal would make penrianent the inclusion of potential 
losses on the resale of a foreclosed property in the formula. 

Medical Care Cost Recovery Program:' Third Party Health Ins~rance 
Reimbursements. In 1986~ VA received permanent authority to collect 
reimbursement for the cost of care from health insurers of non service-cortnected 
veterans. OBRA 1990 expanded this authority tq~low VA,to collect reimbursement 
from health insurers of service-connected veterans for 'treatment of ,non service-
connected conditions. OBRA 1993 extended this aulh:ority throughFY1998. This' 
proposal would penha~ent1y extend collection 'authority beyond 'FY1998. 

'Medical Care Cost Recovery Program:' Per Diems 'and Presctiptio~ Copayments 
OBRA 1990 authorized VA to collect hospital artdnursing home per diems and 

,. 	 outpatient pfescription copayments from certain' v~~erans for treatment of their non 
servlce-connectedconditions. OBRA 1993 e'xtended,this authority to the end of 

·8 ,,' 
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FY1998. This proposal would pen;nanentlyext~d collection au~ority beyond 
FYl998. ' 

, ' 

VA Pensions and Medical Car,e Cost Recovery Pr.ogram,s: Inco11,1e Verification, 
Match· " Under current authority, VA has access to IRS taX data to verify inco'me 
reported by VA pension and medical care benefiparies., VA's pension and medical 
care programs atemeans:-tested. For pensions, the proposal would improve. 
program integrity by ,reducing ,ove!payments that occur when self-reported income 
i? the only information uSed to verify.·eligibility. For m.edical care, the proposal 
would allow VA to more effeetivelyidentify and collect copayments from higher 
income vetEmms. The current provision expires at the end'of FYl998. This proposal 
would permanently extend collection authority beyond FYl998.' 

VA Pension Benefits for Veterans' and' Spouses in Medicaid Nursing Homes 
. V A pen,sions is a means-tested program which provides monthly cash support to 

eligible veterans. or their survivors: OBRA 1993 extended through FY 1998 a 
provision that· caps pension: t>enefits at'$90 per m~mth for. beneficiaries receiving, 
Medieaid nursing home benefits. This proposal maintains ,the $90 monthly cap, 
reducing'the amount of incom'e that the beneficiary would have to turn over to the 

, Medieaid program to help offset the costs of their nursing home due. On the other 
hand, sav,ings accrue to VA, which reimburses the Med~caid program less. These 
s~iVings are: (1) net of the lost receipts. tothe Federal Medicaid program, and (2) 
represent lost receipts in the States' Medicaid programs. This proposal would 
permanently ext~nd this OBRA provision.' ., " 

Round Down Benefit and Reduce COLA Adj~stment for Death and l~demnity' 
Compensation (DIC) Benefits The DIC prog~amprovides monthly cash benefits 
to survivors of service-connected veterans who died during military service, or 

, after ~ervice from their service-connected condition. OBRA' 1993 provided authority 
to round down the monthly benefit levels to ,the nearest dollar and reduce'the 
COLAsby 50% to beneficiaries who were grandfathered intothe new DIe program. 
(The old DIC program based benefits on military rank; the new program pays a flat' 
rate.) This 'proposal would :Permanently extend VA's authority to round down the 
benefit ,levels to the nearest dollar and reduce future COLAs by 50% for 
grandfathered beneficiaries.· 

Reduce 'Future Montgomery GI Bill (MGIB) COLAlncreases "Servicemembers 
and veterans who have elected andcontributed to the MGIB program receive $400 
per month towards educational benefits .. Under Title, 38, MGIB recipients were to 
have begun receiving ~nual COLAs increases on their benefits for t!:te first tiql.e in 
FY 1994. OBRA 1993, however, eliminated the FY 1994 COLA ~d reduced by 50% 
the FY 1995 COLA. This proposal would permanently reduce future COLA increases' 
by 50% in FY 1996 and beyond. '. , 

!9 
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Possible Alternative' 

4 Perc~nt Excise Tax on Re-oe1lUts from' Gambling . Certain wagers authorized 
by State law are currently taxed at a rate of 0.25 percent, and unauthorized wagers at 
a rate of2. ~rcent. That tax is calculated as a percentage of the aD)ount w!lgered. 
Only wagers on sporting events or contests, and pools and lotteries conducted for 
profit, are subject to tax. The tax does not~pply to drawings conducted by nonprofit 
org~ationsi games where winnings. are determined in' the presence of all persons 
placing wage~s (sud) as table games, bingo, ang keno), parimutuel bettiliglice~sed 
under State law, wagers' ma~e'"using coin-operCited'devices; and State lotteries. The 
proposal is to place an excise tax on gross reyenues(wagers less winnings paid out) 
from all gambling activities except State"lotteries. H the rate was set' at 4' percent, this 
proposal would raise approximately $3.2 billion over 5 years. (A 5, percent rate 

_would raise roughly $4 billion, while a 3 percent ra~e would raise roughly $2.4 ' 
billion.) 

\.. 

.. 
.. ' 
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Welfare Reform Financing Options. 
~' ), , , . 

l 

Dollars in Billions 

5 Year 10'Year 
, ' 

4/11 /94 16:45 Total Federhl State' Total Federal ' 'State 

"",,'--' 
,Suntrilary: r, 

A. Program Savings 5.64 5;24 0.40 16.83 is.03 1.80' 
, " ., 

" 

B.Enforcement Savings 2.07 2.07 0.00 4.27 4.27 " 0.00 

,c. Extend Expiring Provisions ,:2.10 2.10 0.00 11.46 . ,11.46' 0.00 

Total: ' Financing ,Options 


" , 
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Welfare Refomi'Ffnancing OP?ons 
" 

Dollars in Billions 

5 Year 10 Year 
" 

4/11/9416:45 Total "Federal . State To~ , 
Federal State 

, ' 

A., Program Savings' :,-,­

- Limit Emergency Assistance . 1.50 1.50' 0.00 4.00 4.00 0.00 

.. Make Current 5 Year SSI Deeming Rules .. 
Permanent.and Extend to AFQCand Food 

Stamps. After 5 Years, Continue Deeming for 
those Sponsers with AGI > 40I<;for 10 years or 
Citizenship.Umit Assistance to PRUCOLs. 2.20 1.80 0.40 , 8.70 6.90 1.80 

- Income Test Meal Reimbursements to Family 
. Day Care Homes 0.57 0.57 ,0.00 1.72 1.72 0.00 

, " 

- Limit Deficiency Payments to Those Making 
$100K or More, fr?m Off-Farm Income per Year 0.61 0.61 0.00 1:31 1.31 0.00 

.1.;,./- ~Fair.Transaction Costs,with Graduated Interest .'":.> \ 
. Rates for Early,R!=demption of Savings Bonds .,0;76',' 0.76 0.00 1.10 1.'10 0.00, 

Subtotal 

B. Enforcement Savings ' ' 

EITe: ' '" 

- Deny to Non-ResidenlAlif!ns • 0.13 0.13 0;00 ..0.33 0.33 0.00 

- Require Reporting for ooD Personnel ' ... 0.16 . . 0.16 0.00 . '0.40 0040 0.00 

Gambling: 

- Increase Withholding 9n'Gambling Winnings 
>.$50Kto 36% 0.52 0.52 0.00 0.78 0.78 

~ 

0.00 

.-' . 

-, Withholding Rate of 28% on Keno, Bingo, Slots 0.25 0.25 . 0.00 0.32 0.32 ,0.00 . 

- Require Iruormation Reporting on Winnings, 
> $10K from Gampling 0.22 0.22 '0.00 0.61 0,61 '0.00 

.. Treasury currently reviev,/ing this estimate, 
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'Welfare Reform Financing Options 


5 Year 

4/11/94 16:45 TotaL Federal 

• Limit Tax Deferred AnilUitj Interest Build-Up 
of lOOK/SDK per Year Anriui,ties 0.80 0.80 

Dollars in Billions 

-10 Year 

State Total Federal State 

,.~ 	 :> 

0.00 1.83 1.83 0.00 

C. Extend Expiring Provisions" 
, ~ 

0...0 ~ ,
• 	 . Hold Constantthe Portion of Food Stamp ,~ : 

Overpayment Recoveries that States May, 
Keep 0.05 

• 	Fees for Passenger ProcessinKand other Custo~ , 

Services , ' ,', V~ 0.00 

• 	Extend Railroad Safety,User Fees'~~, ' '0.16 
- ,,00 

' , ~ 

~ 
• 	Guarantee the Securities Issued in Connection 

with VA's Diree! Loan Sales 0.08 

• 	 Increase tDe Housing LOa~ Fee to 3% for Multiple, 

use of theguaranteed home loan program when 
there is less than a 5% dowrtpaytrient ,0.03 

• 	 Increase the Housing Loan Fee on most guaranteed 
Loans by .75% (Le., no downpayrnent loan fee 
increased from 1.25% to 2.00%)" " ," 0.14 

• 	Extend VA's Authority to Consider Resale, 
Losses in Determining whether V A Should Pay 
the Guarantee or Buy the Foreclosed, Property and 
Resell it I -0.02' 

• 	 Collect the Cost o( Treating Service Connected 
Veterans (or Non-service Connected Conditions 
from Health .Insurers 0.39' 

_ 0.05, 

0.00 

0.16 

. 0.08 

0.03 

0.14 

"0.02 

-' 

0.39' 

0.00 0.12 

0.00 1.04 

0.00 '0.41 

0.00 0.16 

0.00 0.14 

0.00 0.78' 

0.00 0.09 

0.00 2.95 

0~12 

1.04 

0.41 

'0.00 

0.00 

'0.00 

0.16 0.00 

0.14 0.00 

0.78 0.00 

0.09 ' 0.00 

2.95, 0.00 
• Some savings require additional administrative effort which may have discretionary costs, 
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Welfare Reform Financing Options 


Dollars in Billions 

5 Year . 10 Year 

Federal ' 4/11/9416:45 	 Total Federal ' State Total State 

" 
,..\ >,:';~'.• 	Collect Per Diems and COpayments from Certain 

Vete~an's for Non-service care .. ~. 0.05 >~' 0.05 .0.00 0.31' 0.31 0.00 

• 	 VA pensions ~d Medica1Care Cost Recovery. • > 

Verify veteran's self-reported income data with 
the IRS and SSA O.2l 0.21 0.00 . 1.35 1.35 0.00 

• 	Cap means-tested pension benefits at $90 per 
month for veterans and survivors who receive 
Medicaid nursing home benefits ,: > 0.19 0.19 N/A .. 1.30 1.30 N/A .. 

• 	Round down monthlyberiefit.levels and proVide 
reduced COLAs to beneficiaries grandfathe~ 
into the new;sutvivors program 0.64 0.64., . '0.00 1.98 1.98 0.00

'. 	 ~ 

• 	 Maintain GI benefit COLAs at ?O%, w1}ich 
was tohave been a full COLA in 1994 but ~aseliminated . 
and reduced .by 50% in 1995 in OBRA93 0.15 0.15 ·0.00 ' 0.8~ 0.83 0.00 

I,Subtotal 

Total: Financing Options 

Possible Alternative': 

• 	 Gambling Excise Tax at '4 % 3.163.16' '0.00 7.21 7.21 O~OO' 

.. 	 This proposa.Irep~esents ashift from federal VA costs, to f~erallstite Medicaip costs. States would 
. bear the cost of the federal savings., . '" ' 

) 	. 
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.Welfare Reform Financing Options 


A. .. Program Savings 
.:~. 

Limit 	 Emergency Assistance 

'. 5 year Federal savings: $1.5 B ,10. year Federal savings: $ 4.0. B. 
• 	 cap each State's AFDC emergency assistance expenditure at FY1993 levels , . 

(with inflation adjustments for future years), m: ,', ' ' 
. limit· spending to 3% of a State's total AFbc benefit payments from the past 
year (a ~andfather clause could proteq States with large, funding. dr()ps). 

• ' specifics .of this proposal are still under development~ ., 

Tighten Sponsorship and Eligibility Rules for Non;.Citizens 
..' 	 '. . . 

SSI, AFDC and Food Stamps require that part of a legal inu:higrant sponso~'sincome 
is deemed available to the immigrant for a limited time, sho~ld helshe need- public 
assistance:: The following tighteIU? benefit eligibility forrion-citizens: 

. . 	 . . 

• 	 5 year Federal savings: $1.8 B 10. year Federa.1 savings:· $6.9 B ; 
• 	 'change the deeming peri9d fo~AFDC and Food- Stamps fraIl) three to five, . 

years, and permanently extend SSI's fiye year deeming provision, which 
reverts to three years until F):'1997. . ' . . , 

• 	 deeming ,contiIlUes for another Hveyears for those aliens whose sponsors', 
have adjusted gro~s income over $40.,0.0.0..- , ' 

• 	 '. Creates PRUCOL eligibility criteria in theSSI, AFDC, and Medicaid programs, 
similar to the tighter Food Stamps criteria. 

., .. I 

Income, Test Me~l Reimbursements t~ Family' Day Olre Home$ 

! 	 5 year Federal savings: $.57 B 10. year Federal savings: $1.72 B 
• 	 Family day care homes in low-income areas would receive reimbursement 

for all meals at the "free meal" rate. ' 
• 	 Other homes cotild choose between: 

, (a) not means-testing and thus receiving "reduced'pri~e"'rates, Q! 
(b) means-testing, in which case meals for children under 185%' of poverty 
would be reimbursed at the "free meal" rate and meals for children above 
185% of poverty would be reimbursed at the "reduced price" rate. 



, , 

, Limit Deficiency payments tti Those MIlking $10'0,000 or More Annually From Off­
, Farm Income ' " , ' 

• 	 5 year Federal savings: $ .61 B ,,10 year Federal savings:' $ 1.31 B 
• 	 , PrDducers 'receiving$iOO,OOo Dr m~re m'Dff-farm adjusted grD~S incDme " " 

wDuld be'ineligible.[Dr CDmmDdity Credit <:DTporation (CCC) crop subsidies. 
("Jr~·J . 

C?raduated Interest Ra,tes for Early Redemptio~~ of Savings Bonds 

• 	 5 year Federal savings: $.76' B' 10 year Federal savings: $1.1 B ~,,' 
• 	 New savings bonds issued wDuld initially yie1d2% mterest, which wDuld 


gradually rise Dver 5 years to' 4%. ' 

• 	 Current Dutstanding oomi,s unaffected.,. 

B. 	 Enforcement Savings, 

Deny 	EITe to Non-Resident Alien~ 

• 	 5 year FederaJ savings: $.13B 10 year 'Federal savings: '$ .33 B . 
• 	 Deny EITC to' nO.nresident aliens such as ,fDr~ign students, prDfessDrs, etc. 

Require Income Reporting. for DpD Personnel, for,'EITe Purposes 
.' . 	 I 

• 	 5 year Federal savings: $:16 B , 10 year Federal savings: $ .4 B. 
• 	 Families living Dverseas and Dn active military duty wDuld becDme EITC 


eligible. , . ' " ' 

• 	 To. finance this, and produ,ce' abO.ve savings, DOD wO.uld repO.rt nO.ntaxable 

earned incO.me (stlch,as subsistence aIld living quarters allDwances) paid to' 
,military persO.nnel, Dverseas and stateside. This is cDunted fDr EtrC purpDses. 

Increase Withholding Rate on Gilmbling Winnings ' 

• 	 ,5 year Federal savings:, $ .52 B ,'10 year Federal savings: $ .78 B ,­
• 	 Increase the withhO.lding rate of2S% to' 36%',(Dr',ganibling winnings Dver 


$50,000. The Ddds Df winning wDUld'be irrelevant. 
. . , . .' 

Withhold 28% Fro~ Keno, ,Bingo, and Slot Machine Winnings 
. 	 , It· 

1 : 

• 	 5 year Federai savings: ,'$ .25 13' " 
~.~ 

10 year Federal s~vings:, " $ .3213 
• 	 Impcse 28% ~thhDlding Dn winnings Dver $7,500, regardless of the Ddds. 


, (No., withhclding is currently dcne.) 
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. Information Reporting on' GamhUngWinnings ' 

• 	 5 year Federal savings:·$ ~ B '. 10 year Federal savings: $ .61.B 
• . Requires reporting on gambling; bingo; slot an'" keno winnings of $10,000 or 

more, regardless of the betting odds'. (Reporting is Currently required at 
.. various wipning thresholds, if odds are 300:lor more.). . 

• 	 State lotterie~exempt. ' . ,,$f<' 
'., '-	 ~ 

'" Limit Tax 'Deferred In'tatst B~ii{l-Up.0f La~ge',Annuities 

• 	 5 year Federal savings: $.8 B' 10 year Federal savingsl: $1.83 
., 	 " prohibit tax deferral on interest accruing to ,annuities that pay annual 


incomes over $100,000 for couples, $50,000 for single persons. 


c~ 'Extend Expiring ProVisions 

,Ho14 	Constant the-Food Stamps Overpayment Recoveries Btates:. May Keep 

• 	 5 year Federal savings: $ ~05 B . 10 year Federal savings: $ .12 B 
• 	 Extend 1990.Farm Bill provision letting States keep 25% ofFood. Stamps· 

recovered .due to fraud/intentipnalprogramviolationS:' ',' .' 
• 	 Extend the provision letting States keep 10% of-FoodStam.ps recovered due t~ 

. 'other unintentional errois. '. .' 
• 	 . This provision would ,extend the current 'recoveries rate structure which is set 

to expire in FY1996. 

Fees .-for Passenger 'Processing and Other Customs Services 
.', 	 .' 

• 5 year Federal savings: $ O,B 10 year'Federal savings: ' $ 1.04 B 
• Extend the flat rate charge for merchandise processing, and other U.S. customs 

services. 	 .., , 
•. . The current fee structure, e~tended by NAFfA,' expires .after FY2003~' 

Extend Ra'ilroad Safety User Fees,·· 	 " : 

• ' 5 year Federal.savings:, $.16 B' .10 year Federal savings: $ .41 B 
• ' 	 Extend'(and expand) railroad safety inspection fees.··· . '.' '. 
~ 	 , The provision would extend the feesthro\lgh FY04. Currently they are set to .",,' 

expire in FY1996. . . 
. . 	 '. 

. ,l 

1 Preliminary staff estimate, based on extrapolation of prior·year savings. , 
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',' ., Veterans: 

Guarantee the Securities Issued In Connection with VA's Direct Loan Sales 

• 	 5 year Federal savings: $ .08 B 10 year FederaI savings: $ .16'Q . 
• 	 Currently, yA may sell its direct loans (i.~, 'mortgages held by VA) to the 


. secondary market. Sef.Qndary market institutions package these' mortgages 

"into .securities and sell them toinYE!stors. VA has the authority through 

December 1995 ·togUarantee inveStOrs the tiine1y payment or-principal and 
interest on the seCurities. Because this guarantee eliminates risk to the' 
investors, the investors will. pay a higher price for the securities . 

• 	 . Savings· are net of increased costs, due to increased default liability of this 

proposal. . '. ""'. . " 


• 	 Permariently ex~ending t1¥s provision would sustain the Current higher price 
. , paid to VA for their direct loans so~d to the secondary ·market. 

Increase Housing Loan, Fee for Multiple. Use of the Guaranteed Home Loan Program· 

• 	 5 year Federal savings: $ .03 B 10 year Federal savings: $ ..14 B 
• . 	 The loan guaranty program, 'established to ,promote home-ownership among 

. returning WWII Glis, guarantees mortgages· made by private lenders to 
veterans, active duty service persons, and selected reservists. 

• 	 There is no limit on how many times a ben~ficiary can use the Home Loan 
, Program. OBRA 93 increasedthe.fee to 3 percent through FY98 for multiple 

. use of the guaranteed home loan program when there is less than a 5 percent 
, downpayment. , .' .. 

'. 	,This proposal would permanently 'extend the'3 percent fee for multiple use 
when there is less thim a5 percent downpayment. 

Inc,:ease Housing Loan Fee by. .75 percent 

• 	 5 year Federal savings: '$ .14' B 10 year Fed~ral sayings: $.78 B 
• 	 Fees on VA 'guaranteed home loans decrease,as the downpaymeIlt increases 


, an(Lcan be financed as part of the loan. " ' __ 

• 	 , OBRA 93 incr~~ed· the fee on most guaranteed home loans by .!75percent 

through FY98 (e.g., the no-downpayment fee increased from 1,.25 to 2 percent). ' 
• 	 This proposal ,would permanently extend the fee increase. Increasing the fee 


reduces the taxpayers' sub~idy to this program while continuing to offer 

veterans a downpayment and fee package that would"be below conventional 

loan requirem~nts, (BecauSe the fee can be financed over the life of the loan, 

Le., t~rty years, the cost would not be signmca;nt to beneficiaries.) 


~, 	 ! . - ,. • . 
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Extend VA's Authority to Consider Resale Losses on Loans 

• 	 5 year Federal saving~: $ .02 B ' ' 10 year Federal savings: $ .09 B· 
• 	 'When a private lender forecloses on a VA guaranteepropertjr, VA uses a ' 


,formula to determine whether it is more cost-effective to: (1) acquire a 

'foreclosed property from the lender and resell it, or (2) pay the guarantee to 

the lender. Under current law, this formula takes into consideration the , 

" potential for loss~ on, the 'resaleof a foreclosed property through,FY98. This 
is consistent with theacq~sition decisionm'aJang ofprivate mortgage 
insurers who consider resale losses. ' . '. 

•. 	 . This proposal would make permanent the inclusion of potential losses on the 

resale of a foredos¢d property in the formula. ' 


'Medical Care Cost Recovery Program: Third Party Health insurance 

Reimbursements. 


•. 	 5 year Federal savings: $ .39 B .10 year Federal savm.gs: $ 2.95 B 
• 	 In 1986, V A recf?ived permanent authority to collect reimbursement for the 


cost of care from health insurers of nonseryice..connected veterans. OBRA 

1990 expanded this authority to allow V A to collect reimbursement from 

health insurers of service-connected veterans for treatment of non service­

connected conditions. 


• 	 OBRA 1993 extended the service-connected authority to' the end of FY 1998. 
• 	 This proposal would make this authority perIIl:anent. ' 

, .. 
. Medical Care Cost, Recovery Program:' Per Diems and Prescripiio~ Copayments 

• 	 5 year Federal savings: $ .05 B " ,;'10 year Federal savings: ,,$ .31 B· 
• 	 OBRA 1990 authorized VA to'collect hospital and nursing home per:' diems .. ' 

. and outpatient prescriptioncopaYments from certain veterans for treatment, 
of their nonservice-connected conditions. 

• 	 OBRA 1993extended this authority to the end ofFY 1998. 
• 	 !!'is proposal would m~e this' authority permanent. 

,­
VA Pensions and Medical Care Cost Recovery Programs: Income Verification 

Match 


• 	 5 ye'ar Federal savings: $.21 B 10year Feder~ savings: $1.35 B 
• 	 Under Current authority, V A has, access to IRS tax data to verify income 


reported by VA pension and medical care beneficiaries. V A's pension and 

t;nedical care programs ,are means-tested.' , . " 
 0. ' .. 

• 	 For pensions', the proposal would improve program integrity by reducing 

overpayments that occur when self-reported income is the only information 
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uSed to verify eligibility. For medica1care~ the proposal would allow VA to 
'more effectively identify and collect copayments from higher inCOD)e 
veterans. . , 

.. 	 This proposal would make this, authority permanent. 

V A Pens~on.· Benefits for Veterans and Spouses in' Medicaid Nursing Homes . 

•'".. 	 5 year Federal savings:' $,.19 B' " ',10 year federal savings:. $1.3 B 
., 	 VA pensions is a mea~s-tested program ,which provides ~Qnth1y cash " 

support to eligible·ve'ter~ or their survivors. OBn 1993,extended 'through' 
FY 1998 ,a provision that caps pension'benefits at $90 per month for ' 
'beneficiaries receiving Medicaid nursing home benefits. ' 

• 	 This proposal does not affectthe"pensiol1 beneficiaries. It reduces the amount 
,of income that the beneficiary would have to turn over to the Medicaid 
,program to help offset the costs of their nursing home care. 

• 	 ' These' savings, are: ,(1) net of the lost receipts' to the Federal Medicaid program, 
and (2) represent less Federal Reimbursement of Sta~e Medicaid programs. 

• 	 This proposal would make permanent this provision which is currently 

, scheduled to expire in FY1998. ' ' 


,Round down and Reduce COLA Adjustment for' Death and Indemnity 

Compensation, (IjIC) ,Benefits' ,. " 


• 	 5 year Federal savings: $.64 B 10 year Federal savings: $ 1.98 B 
• 	 The DIe program provides monthly c~h, benefits to survivors of service­


connected .veterans who died during military service, or. after service from 

their service-connected condition. . "",. . 
. 	 . . \ 

.' . OBRA 1993 provided authority to round down the monthly benefit levels to 
. the near~st dollar and reduce the COLAs by 50% to beneficiaries who were 
grandfathered into the new DICprogram. (The old, DIt program based 
benefits on military'rank; the new program pays a flat rate.) 
This proposal would make this authority permanent. • 	

, .. . ,', 

. Maintain Montgomery GI Bill' (MGIB) COLA at 50 Percent 
" -

• 	 5 year '~ederal savings: $.15' B 10 year'Federal savings: $.83 B 
• 	 ServicemeI1)bers and veterans who have elected and contributed to the MGIB 

program receive $400 per month towards educational benefits. Under Title 
38; MGIB recipients Were to have be~n receiving annual'COLAs increases on 
their benefits for the first time in FY 1994.,' OBRA 1993, however, eliminated 
the FY 1994 COLA and red~cedby 50 p~z:cent the FY 1995 COLA." ' 

• 	 This proposal would permanently re<;luce future COLA in cteas es, by"50 percent 
in FY 1996 and beyond forthos~ benefi9~~s who benefited by electing to stay 
in the old payment structure.', ' 

'6 



.' , 

PossibIe Altemative 

Excise T~ on,Gambling Revenues 

• _$ year Federal savings: $ 3.16 B 10 year Federal savings:, $].21B 
• 	 Tax gross revenues (wagers. inimls winnings paid out) from all gambling 

activities at 4%. (Current Federal wager taxes range from .25%-2%.). 
• :_$.~te lotteries woula be exempt from. this tax. " , . , ....., 

--. ," '._-"...:--. 	 . .-.-~... -- ""'-~'.,~"~ 

:...."" 
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April '21, 1994 

Honorable Donna E. Shalala 

Secretary 

Department-of Health and Human Services' 

200 Independence Avenue, S. W . 


. Washington, D~C: 20410 . 

Re: Imposing an Income Ceiling on the Dependent Care Tax, Credit. 
. to Finance Welfare Reform , '. 

Dear Secretary Shalala: , 

. As advocates for issues concerning women and children, the 

undersigned organizations' are: very concerned about a proposal to 


,finance the Administration's welfare plan by imposing an income 
ceiling:on the Dependent Care Tax Credit~ . This proposal, which would 
phase out the credit for taxpayers with 'hou~ehold incomes above ' 
$90,000 :::- amounts as low as $65,000 are also being considered -:.. is ' 
pro1;>lematic because it raises serious issues of equity and because it will 
result in one impOrtant fede~ child care program receiving' funding' at 
the expense of another. While we applaud the Administration's efforts 
.to increase childcare support for the working 'poor ,and understan~ the 
difficulty in locating th,e resources tc fund such ·initiatives, \ve believe 
financing shouldbeacc6mplishfxl in an equitable manner. 
Accordinglt; we urge youJo reject the proposed income ceiling on the 
credit. 

No other work-:related 'expense recognized by the tax code is 

subject to ari income ceiling. Taxpayers at the very highest income 


'levels deduct bUSIness. meals and entertainment expenses" depreciate 
their ·automobiles, and attend taxpayer~subsidized conventions on cruise 
ships. -Failure to subject the'se expenses to an income ceiling; while' 
focusing .on expenditures for child and dependent care, sends the 
message that such care is less .important than lunches. in four-star 
restaurahts, ,oriental'rugs for offices, or Caribbean cruises., . . , . 

, :~ ; II , 

". . " " . ~. 
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. ­

Limiting favorable tax treatment for other work-related expenses would be more 
profitable than targeting the credit and would not have an adverse impact on women and their·, 
families: Phasing out the credit at, incomes above $90,000 would resulf in approximately . 

. $800 ,millipn in savings over five years. Targeting meai.g·· and' entertainment or other work-. 
related deductions for taxpayers at even higher income levels· wQuld generate similar 
revenues. For example, in 1988 Senator Bill Bradley (D..:NJ) proposed phasing out the meals. 
and entertainment deduction for individuals with family incomes over $360,000, -to finance 
theF,!mily Support Act. ' Seriato'r Bradley's proposal 'would have raised an est~mated $800 
million over five years at that time by just focusiI:1g on the upper one-tenth of one percent of 
taxpayers; Lowering the income ceiling for this deduction to, $250,000 would likely result in 
similar savings today, despite the fact that the deduction for these expenses was red~ced in 
1993 from 80 percent to 50 percent. Thus, by focusing on other work-related expenses and, I 
on those taxpayers at the highest income levels, additional revenues can be found withou't \ 
cutting a tax benefit that legitimately recognizes the, importance of child care to .working 
families. ' . . 

Alternatively, reducing work-related tax benefits across the board would be a more' 
. equitable means of financing welfare reform. If such 'an approach were taken, inCluding the' 
credit would be appropriate. However, unless and until all such tax benefits are subject to 
an income ceiling, focusing upon the Depende,nt Care Tax Credit remains an inequitable 
option. . , ' 

. In additioo, the credit is already a very limited tax benefit. Unlike most,other tax 

benefits for work-related expenses, the credit is allowed for only a portion of child ,and 

dependent care expenses. Depending upon income, taxpayers may receive a credit ranging 

from 20 percent to 30 percent of expenditures up to $2,400 if they have o'ne dependent and 

$4,800.if they have two or more dependents. On average, families paid $3,000 in 1990 to 

obtain care for a child under age five. Thus, while taxpayers may deduct all of their 

expenses to decorate their offices" for example, they may only deduct a maximum of 30 

percent of their child care expenses. . . , 


Finally, the credit' is already appropriately' targeted to provide low-:iricomefamilies 
greater assistance. Taxpayers with incomes less than $10,000 may, offset 30 percent of their 
~xpenses,.phasing down to 20 perc~nt at incomes of $28,000 and above. With t,he.. 
limitations on the, amount of qualifying expenses that may 'be claimed, the maximum credit 
available to families with incomesgreater than $28,000 is $480 for one' dependent, and $960 
for two or 'more dependents. ' '. ' .... , . . .. ..' ' ... 

The proposal under consideration amounts ,to financing' welfare reform and its 

imponant child care components at the expense of ano~he! significant child care program. 

Focusing' upon the Dependent Care Tax <:;:redifis inequitable, particularly in light of the " 


http:4,800.if
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pleth-6ra of work-related tax benefits ,not presently subject to an incom~ ceiling': , To limit this 

credit while allowing taxpayers to continue to take full deductions for luxurious office 


, furnishings, for example, marginalizes t~eimportanceof child and dependent care. 'We urge 

you consider other more equit!~le means offiriancirtg this important initiative,'


.,' . 	 \ . . ..," 

Sincerely, 

.·,~M({I?ft£( 
, Nancy Duff.Campbell 
Co-President, 

.. ~~. 

Verna L. Williams 
,Senior Counsel 

On behalf of: 

, American AsSociation of University 
Women ' 

American Federation of State, County, and 
, Municipal Employees , , "," 

Association of Junior Leagues Internatiomil 
BPW/USA 
Center for Advancement of' Public Poli~y 
Center for Research on Women at 

Wellesley College, School Age Child 
Care Project ' 


'Center for Women Policy Studies 

Child Care Action Campaign ' 

Child Care Law Center 

€hiid Welfare League of America 

Early Childhood Policy Research 


" Federally Employed Women , 
National Association for the 'Education of 

y oung ~hildren 

National Association for Female 
, . Ex~utives ' , ' , " , 


National AsSociation' of Child Care 

"'Resourceand Referral Agencies 

National Black Child Development 


'Institute . ' 
National Council of Jewish Women 
National Organization'Jor Women 

" National Political Congress of Black 
Women " " 

National Women's LaW Center 
National Women's Political.Caucus 

" NOW Legal Defense & EducatioQ. Fund 
Older Women's, League " 

'. ,The' Children'S Foundation 
Wider Opportunities for Women 

"l', . Women's Legal Defense Fund 

cc: 	 David Ellwood, Assistant Secretary for Planning and Evaluation' , , ' 
Mary JoBane, Assistant Secretary for the Administration for Children and Families 
Bruce Reed, Deputy Assistant to the President for Domestic Policy, 



I Roy Beck ' 
,Author.Lecturer~Journalist 


1126 N. Frederick St. 

Arlington, VA 22205 
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Earned Income Tax Credit: Another Benefit For Illegal Aliens' 

,'" a story idea 
'5MAR94~' 
(also phone 202-265-1179) 

" . 
I 

. .~-, " 

TIMING: Good at any time. Especially strong hook for April' 15. 
" .. ' 

, , , 

BASIC THESIS: When American taxpayers mail their returns by April 15,,-they may be' 
, disconcerted by the fact that some of the money they send to Washington,will be sent back 

out immediately as adireCt federal cash payment to illegal aliens.' ' 

." . - . , 

aUOTE: "lIIegal aliens can Qet Earned Incom~ Credit refunds, even if they have paid no 
taxes; nothing in the tax form asks if they are illegal." Amanda Michanczyk, public affairs ' 
Official of the Internal Revenue Service (11 MAA94). " 

THE CO'NTRADICTION;' Congress ,and its laws suggest a public stance, against illegal 
immigration. They say that:, ' . " " 
1. a citizen of another country must not enter the U.S. without official U.S. permission; 

'2. a foreign citizen with official permission to enter the u.s. may not stay longer than a visa 
allows; , " 
3. foreign citizens who violate #1 or #2 may not hold a job in the U.S. 

·BUT ......', ". . . , 

if foreign C?itizens succee~ in violating those' prohibitions while working at low·income jobs, ' 

Congress has written a law that will reward them with annual cash payments of up to 


, hundreds 6f dollars. ' 



'. ;, 

. IMAGES: . '. 

" • Cover of IRS EIC publicationwith noted' irony that the words apply equally to U.S. 


citizens and iIIegsl aliens.. . . . , . , 

Title: "Did you Know? The Government May,Owe You Money!!" 

Copy in coverbox: "In 1993, if You: " . ' 


• 	Had a Job" ".. ' 
• .Earned Less Than $23,050,. and 
• Had a Child Who Uved With You 

,. You may qualify for the Earned In,come Qr,edit" , 
.. 	 Voice over could be something like:. But you don't have to be an American. In fact, if youare,a 

foreign citizen who entered the United States illegally. the goverrimentstill feels it owes 'you 
money and will give you h~l}dreds of dollars if you file ,the proper form. ' 

• Locate an illegal alien, protect lils arher' identity and show filling out Earned Income ' 
Tax Credit form. Show later with IRS check. . 

• Additional or alternate option: Show illegal alien, being helped to file an electronIc 
return. The money should arrive within no more thana few days.-Ele for an illegal alien can ' 
seem better than an ATM machine. ' ' . 

• Show steps of the process as described t;)elow: the Social Security number computer 
matchup. The Unpostables·Unit. Assigning of· new nationalldentificatioh number." 

• Contrast shots of a more typical Americantaxpayer filling out t~forms with footage of 
illegal aliens scaling the walls on the San Diego border (with the very ~eal prospect of having 
the IRS reward them for their ,efforts). ", ',"'. . "," ". " . 

, 	 " 

QUICK SUMMARY; The jarring image of the federal governmenfusingAmericans' tax . 
payments tq provide a gift to illegal aliens is made possible because. of the .way Congress set 
up- the Earned Income Credit. . . ­

The credit is ,designed to give low-income American workers a cash payment at tax time.to' 
help ensure that they make more by working than do Americans .who rely solely' on public· 
weifare assistance. Some of the credit payment ,to' the workers is ar~fund of Income taxes 
that were withheld fromtpeir pay. checks. But many workers have not made high ,enough 
income to have had any income taxes withheld; t~ey get a credit refund regardless. . 

.Butth~ Earned Income Credit als,o is quite easily available tolliegal aliens - thos'e 'foreign' 
citizens expressly- forbidden by law to be in the Unite~· States' or to hold a job. 

, There is a slight hitch. Because most illegal aliens obtain jobs by using phony-Social Security 
cards, the names and'Social Security numbers on their tax returns don't match in the federal· 



, , 

computer. After a, short delay, however, the IRS works things oufbyassigning the illegal 

aliens a temporary, legal number and paying them their, cash credit. 


The IRS apparently has no choice but pay the illegal aliens. As with many, other federal, 
bemefrts, Congress has chosen not to' prohibit for'eign ,citizens from obtaining the U.S. Earned 
Income Credit. 

."., 

, THE DETAILED STORY' 

. 1. Source: Amanda Michancyk, spokeswoman for the Internal Revenue Service,:· 

In the Office of Public Affairs . ' 

202-622-4050 . 

Interviews on 11 MAR94 and-,1t4MAR94. 

AU OrJ the record. These. comments were m.ade with ease and in response to 


. conversational questioning, without prodding. I have no reason to believe she would answer 
any differently at .another time.' , .' , 

'. Notes from Amanda Michancyk comments: 

A. Tax Rules &;lIiegsl Aliens 
, • ~j. " 

There is nothing. in the, tax code$thatsuggests the IRS should wonder ifaperson 'js 'an illegal 
alien. " ' 

(***)(THE NEXT 3 PAAAGRAPHSARE 8ACKGR6UND INFO PROBABLY TOO TECHNICAL 
TO BE INCLUDED IN A TV REPORT) The only question is whether a person is a "citizen," a ' " 
"resident" or a "non~resident." The latter categories are determined according to the number of 
days the person resIded In the U.S. the previous three years., The IRS has no way of 
knowing - and no. interest in knowing, whether a'''resident'' cr "ncn-residant" is .living and 
working legally in the U.S. . 

(*...) A "resident" pays income taxes on all income earned worldwide. A "non-resident" pays 
income taxes only on income earned in the U.S. Most illegal aliens probably work enough in 
the U.S. to have"to be considered ,"reSidents." ..., '.' , " . . . 

(***) Non-citizens are considered "residents" if they lived at least 183 days in 1993 - or if all , 
the days lived in the U.S. in 1993 (minimum of 31), 'piuS one-third of such days in 1992, plus, ~ 
one-sixth of sUyh days in 1991. add up to at least 183. " . 

Thejob of the IRS Is to collect taxes. Aperson's immigration status doesn't matter. If the' 

person earned incom~ in the U.S., that person should pay the propertax on the income. 


. ~ " 

("·)(ROY'S NOTE: I ooubt viewers would contest the idea that theiRS doesn't want to scare ' 
. illegal aliens_sway'from paying their taxes. ObviOUSly, that is what W9uld happen if the IRS 

actually asked people to nqt~ that they are illegal aliens. Most Americans probably also would 

1 

'~' , 



agree ~ith the IRS that it has ari' ethical obligationt~ send refunds that illegal aliens have' 
coming to them from over-withheld Incpme taxes. The controversial move, 'however,oomes 

. with tile Earned Income Credit b¢causeit Is feeleral money given to a person not only tram 
taxes paid by that person but above ,those taxes:)' , ", ' 

"Illegal aliens can, get Earned Income Credit refund,s, 'even if they have 'paid no taXes; nothing, 
in the tax form ask,s if they are illegal." ' ' , ' 

" If an illegal alien: 
• earned'iess than $23,050 in 1993 '~ ,..,~' 
.'- had a job that paid at least $1", " ' \ , ' 

, , • lived together with 'a child (but not necessarily providing for the child's support) for at least 
183 days in 1993 in the U.S. ,'"',',, ,,', ,.,," '. , 


THEN that illegal alien can, get Earned Income C(edit of up,to ,$2;384. ..' 


And eveiJ" if illegal aliens don'thav~,a child, Jjvj~g with them, they cart get an IRS check for up 
to'$300:'-~' , " " ,,' ,~.., 

The, above criteria is the ,same, for"legalimmlgrants and for U.S. citizens, but they are being ,,' 
stated here in such a way as ,to make clear, wh~t is available 10 illegal atiens. 

" , ~ , 

'EIC pay~ents go up with lnc~me ~ntjl"peakihg a~ inco~es betWeen '$7,750 an(:1$12,20'0. After 
that the EIC payments' decli0euntil they reach zero at $23,050. ' 

B. Fake, Social Security Numbers 

"When an illegal alien has' used ,a phony SocIal Security number, that numb~r shows up on 

forms filed with the IRS by:the employer. That nur,nber probably also 'appears on the illegal 

alien's form filed to coUect the Earned Income Credit. ' 


• All tax forms are cross-checked with Social Security computers,to make sure the SS 

number and the 'name 'match in the,computers.', ' ' : ., ' 


1 '. .", J I'· , 

• If the name and ss n~mber don't match (and th?se of illegal aliens are' unlik~IY tq), the t~ 
forms are sent to the IRS's Unpo;stable Unrt. The job of the unit Is to make certain that a 
taxpayer's contributions to Social Security',are credited'to the proper account. 

.... 
• If the Unpostable Unit is unabl~,to resolve the ~iscrepancy (often it is' just a matter of the ' 

,: ," taxpayer having~ransposed numbers), a letter is senttot~e, illegal alien: ", 
. 

'. If the illegal alien Is unable to provide documentation'to clear up the discrepancy between 
name and number, the Unpostable Unit assigns th'e Illegal alien'a Temporary'ldentification 
Number. This comes from a long list of unused numbers provided by the Social Security 
Administration; The temporary number j~ not technically,aSbcjaJ Security number but acts,the 
same way, ,providing an offic.ia/account and number for the illegal alien's Social Security , 

,cCintributlons to be cr-edited to., \, .",;' " 
" , 

.,The Unpostable Unit sends the new-Iegar national ideRtification number to' the illegal alien 

I· 

, ' 

' 



. . and signals the IRS computer to send the Earned Income Credit c~eck to the iIl~gal alien .. 

At no'point does ~he IRS attempt to determine, if the reason for the Social Sec~rity 
discrepancies is because the t~payer is an ,Illegal alien who has illegally 'made up or ,,' 
p'urchas~d a counterfeit number in order to get a job. It would violate the' t~ code for the IRS 
to share Illformation in any way with the Immigration and Naturalization Service. 

Even_ though the Earned Income Credit typically ls'jarger (even much larger) than the amount 
. of income taxes paid by theilIegal alien, it is treated by the IRS as' if It were a·refund. .' 
Therefore,the IRS sees its pffinary task as 'one of making certain that the illegal alien gets his 
refund . 

. 2. SOURCE: Publication 596, Earnealncome Credit,lhternal Revenue Service,. Catalog 

Number 15173A- ",','" - . ',' }.' , 


-Pg. 2: "If you think you qualify for the ba~ic part of the earned income credit, you should also 
read about the other two credits. (1) The Health Insur.ance 'Credit"':'lt's for your qualifying child, ' " 
and (2) The Extr~ Credit For A Child Born in 1993-1t's fo(a child under age i." . ,. 

Pg. 3: "The tot~i amo.unt of the overall credit yo'u can receive has increased from $2.211 in, 
1992 to $2,364 in 1993." " '. . 

:Theearned income credit and the advance "earned ,income cre~it p~yments you receive wili 
not be uS,ed to determine whether you are eligible for certain benefit programs ... (or) how 

, . much you can ,receive:. '. (They inCluderAFDC. Medicaid. S$I; Food'Stamps. and Low-
income Housing:" . '.. ' , . 

. Pg. 24: Th.e IRS will. figure the cre,dit for the illegal alien if he fills in a few blanks on ~e·form. 

Pg. 25: An illegal alien applying for a low-wage job can ask at tlJat time for the employer to 
add his share of Earned Income Credit into each weekly pay check. The federal government 
will in effect reimburse the employer. (ROY's NOTE: This eaSily becomes .snother subsidy. for 
employers who choose to pay very low wag'es. The employer <:;sl1 offer a wage package that 
will seem higher tl":lan it. actually Is because it includes the federal subsidy of the Earned 
Income Credit.' . " , 

3: SOURCE:. David Simcox, fellow of the Center for Immigration St~dlesJ a retired State' 
Department official, Ph.D.' student In' urban studies. 

502-244-9869 (Simcox phone in Louisville) 
202-466-8185 (Center for Immigration Studies) , 
ThefoJ.I.owing information is from an 8FEB94 telephone call and from Sim,Cox·wFitings. 

, Simcox,says he would be happy t~ provideback.ground help or appear on camera 

.~ . 

. ' 
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concerning this issue. 

As outrageous as is the practice of illegal aliens collecting "bonus· chec~s from U.S. 

taxpayers through the Earned !ncome Credit program, EIC actu,ally constitutes an ovon bigger 

problem: its use by LEGAL immigrants. ", , , ,'" '" ' 


Legal immigrants disproportionately qualify for EIC. "EIC has become another ~lS0 study in 

the baffling dilemma of operating and funding complex income transfer programs for poor 

r:esidents, while the number of these residents in continuously being expan.~ed by mass 

illegal immigration and legal immigration and refugee pOlicies which import about half a 

million addition a! needy people each year." ' ;,' 


AcCording to 1990 census data, ,legal Immigrants were 23 percent mora likely than U.S. 
'citizens to hav? Incomes below $15,000 a year. And they are 72.6 percent moro likely than 
citizen households to have annual.earnings of less than $10,000, thE;! range of peak ElTC 

, cash benefits,> ",,~: 

In 1990, immigrants received an estimated $1.57 billion in Earned Income Credit. or that, an " 
estimated $260 million went to illegal aliens: '. ' 

"Now there is an active network of immigrant aid groups to publicize the credit and help 
aliens file their returns and claim it}! " ' " , ' 

"FfJderaUy-funded I~gal aid groups assi$tmfgrant farmworkers, whether legal or illegal. " , 

Following the 1990 changes in the credit, the IRS worked with. a network of non-profit groups, ' 

such as the Farm Bureau Federation, Hispanic organizations and the U.S. Catholic Bishops . ' 

Co~erence to publicize the availability of the credit.'~ , , ' 


. ".: .., " . ,'.' .' . 

"Farm labor contractors, some unscrupulous employers, and ethnic crime rings have been 

reported to p'urchaseclaimants' prospective credits at a discount or charge sizable fees to 

collect th/? credit for them." ' , 


"The EIC ¥.Iorks as a subSidy to low-skill, low-wage workers. and indirectly to their empl~yersl 
as it cushions them from some upw~rd pressure on wages." , ".' ' 

';!. 

"Thus the EIC further increases the prospe~ive return' for working in the United States to' , 

those who are considering migration" and helps stabilize wages for the marginal employers 

who employ migrants," , ' , , 


Simcox ha~ worked through data and created charts looking at immig~ants in Los Angeles ," 

County. His finding heavily refute the arguments of some .immigrant advocates that even 

though immigrants dcm~t ,pay. nearly their share of loc,al taxes to cover their social, costs, they 

overpay into, the federal Social Security system. " ' '. " '.' , ' 


, Simcox finds that the average legal 'immigrant with two ,or more children paid $644 into Social 

, Security in 1990 but got more than $1,600 in Earned Income Credits. ' 


, , ',\ '. 

,The comparable average for illegal aliens was found to b-~$337into Soci~i SeclJrity and more 




,­

.. than $1',000 in Earned Intome Credits. 

Simcox states that the comparable average for the rest of LoIS Angeles County's population 
. was $1 ,641 into Social Security and no Earned Income Credits. (ROY NOTE: I don't 
understand why the average EtC .was none and need to quiz Simcox further on that point.) , 

ilie use by aliens of the EIC is just going togo up because the numbe~-offoreign-born 
-:continue to rise quickly and because President, Clinton favors using, EIC as a major vehl!=le to 
carry out other programs on his wish list. ""'f~'· . - ' , ..' , 

4. SO!JRCE: Unnamed mid-level official in IRS, speaking' off-the-record to provide 
background. Much of this should be able to be confirmed by IRS officials. . 

. '. ..,. .;''''' 

;~, ,." 

"EIC fraud is a big problem because the dollars are, so low for each person." The cost of 
prosecuting is quite high compared 'with the money defraud~d. And when you ,win in court, it 

" is very, difficult to ever actually:..collect the money because the person is so poor, 

A bad loophole in the EICsystem is ~hat',a rich kid of a riCh family In a foreign country ~n 
come to the ,U.S. to some school like Georgetown. That college studentfairly easily can 
qualify for elc as 'a "non~resident.·' As a non-resident, only the money made by the rich 
foreign college stlldent has to be '.eported and ,that rich foreign kid ~nhave U.S. taxpayers 
foot a nice EIC bonus check at the end of the year., ' ' 

The same loophole also can workfor·a member Of a foreign embassy who manage~ to make 
a few dollars during· the year on the U.S..,economy. ' 

"EICis for the working poor, not for rich foreign kids with U.S. scholarships while going to 
Georgetown." ' 

IRS had a e'as'e of some 2,000 returns from Texas that were ~sampleof the, problem of S5 
, numbers not matching with names. Finally released a/l of them and paid the EIC payments. 

Whatever problems there are with 'EIC pay~ents Jo illegal aliens are responsibility of 
, Congress, not IRS. If Congress would set up better border control and'require counterfeit­
proof Social Security C?ards, illegal aliens would not be getting the low~paying jobs that enable 
them to collect the EIC bOnUS. . 

". /"> 

:.. , 

1 
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ENTITLEMENT REFORM OPTIONS ,TO FINANCE WELFARE PROPOSALS 

, The. Welfare Reform propos'als ~ill make.:a major contribution to 
improving the targeting, efficiency, ana effectiveness of income 
transfer entitlement'programs for low-income Americans. Many of, 
these programs have grown unabated over the years without. much 
thought to their i~teractions and to 'their effects on recipient' 
work behavior. In reshaping these programs, we have' produced 
savings directly attribut~d to the Welfare Reform plan, such as 
those derived fronL time limits and reconciling 'filing' units, as 
described at the end of·' this revenue sect'ion. We will.identify 
late'r ,such dir,ect~ saVings and "'u,se them to help offset the plan"s 
costs. ' 

To p'rovide the additional needed funding,. we have expiored 
closely reiated income transfer programs and identifie<;l refornis 
tha~would improve their targeting,'efficiency, and effective­
ness, while providing :§Jlvinga. This effort 'was based 'on the idea 

, that this' money could -:-be better us'ed;to. .,help low-income famili'es, 
,and individuals through different supports--such as employment 
and training services' and child care--which will lead to long 
term self..,sufficiency. We believe': the' proposals below' are' 
certainly Justifiable' and, with those resulting from direct, , 
changes to the welfare and child supportsystemsj will provide 
the neces::.;ary funding for We~fare Re,fo~.' , 

Cap the' Emergen'cy Assistance' Program: The 'Emergency" Assistance 
Program is an uncapped entitlement program which is out of 
contro'!.' In FY 1990 expenditures, totalled $189 million; in FY 
1995, it is estimated that expenditures will be $644 million. , 
While the intent of the EA program,is the 'meet short-term' , 
emergency needs" states currently have 'wiq,e latitude to determine 
the scope "of their EA'programs, leading them to fund many 
services that can also be fund~d u'nder diffe,rent authorities. 
Indeed, the dramatic rise in costs is primarily attributed to 
states 'shifting program costs from Social ,Security Act programs-­
title IV-E, title IV-B, title XIX, and title XX--andunmatched 

',state 'programs. In additiori, states' app~ar to .. be funding, 

services that address long-term problems as weli as true ' 

emergency issues. 


We propose to repeal the 'current Emergency Assistance prograIt! and. 
> I,replace it with a Federal matching cap for each state's EA 
expenditures. The c,ap will be 3 perc:;::ent of the state's total 
AFDC benefit payments incurred during the previous fiscal'year. 
The Federal match will, continue at , 5,0 ,percent up to the cap. 
This will give the st~tes flexibility to address various special 
emergency problems'. There will be a hold harmless provision to 
protect the seven states -that would be hurt by the cap.' Under 

'the new capped'program,' states will also be given the flexibility 
to determine, their own definition,of'emergency 'servic~s. 

, : 
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'cost (millions) **ACF Estimat~s** 

FY 1995 " ,FY 1996 FY 1997 FY 1998, FY 1999 

Baseline $644 $745 ' ,$850~ $910 $975 
Savings, 
Proposal 

-$26,0, 
$384 

, '-$351 
$389 

-$452 
$398 

-$S02 
$408 

-$555 
$420­_ 

Reform of the Family Day Care Home 'Component of the Child Care 
Food 'Program, >The Child Care'Food Program provides-food 
subsidies for children in child care c,enters <;ind family day care' 
homes, The subsidies in centers are well. targeted ;" USDA believes, 
that over 90% of federal dollars support meals served to low 
income children. 'The family day care part of th~,program is not' 
well targeted because' it qas' no means test (due to the' lack "of 

, administrative ability of the, providers); a USDA study estimates 
that'71% of federal dollars support meals for children above 185% 
of th.~ povertY,line. While the child 9are <?enter,funding J:e,:els 
have been, grow1ng at a modest rate, th~ fam1ly day ,care fund1rig 
levels' are growing quickly (16.5% between 1991 and ,,1992') . 

The following approach better tar'gets the family day care fundin<;1 
to low income children a~d creates minimal administrative 

,requirements for prov:iders: ' 

A. Family day care, homes located in low-income areas ' (e. g. , 
census tracts where a third or half of the children are below 
200% of the poverty line) ,woul<i not have to use a means test and 
would receive reimburs,efl\ent for all meals at reimbursement rates 
,equivalent to those provided ,for free' meals" served to low­U 

,income children in schools and'day care centers. 
. 


B. ,All other 
" 

h6m~swould have'a, choice. They could, elect not to 
use a means-test; if they elect this option, tb,ey,would receive 
reimbursement for all meals at rates equivalent 'to' the II reduced 
price" rates provided to schools and day care centers for meals 
provided to children with incomes between 130% ,and 185% of the 
poverty line,., Alternatively, a family day c;are 'home could " , 
administer a simplified, two-part means-test. Meals serve to 
children below 185% of the poverty line would be reimbursed at 
the higher rate, Meals served to children above 185% of the 
poverty line would be reifnburs(;:,!d at the "reduc.ed price" rate. 

C" The administrative payment, rates provided', to' the: 'family day 
care home sponsoring organizations would ,remain at the same level 
as under current law for homes in non-low-income areas. For 
homes'in low-income areas, thesepayroent rates would'De raised 
significantly" The purpose would',be to provide an tncentive for 
sponsOJ;s to enlist and serve day care homes in low-J.ncome, areas. 

http:reduc.ed


·' 
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Cost. (millions) **USDAis reviewi~g**· 

FY 1995' FY·1996 FY1997 FY 1998 FY 1999 

-$160 ,..$210 , -?230 -:$270 -$300 

-
Alter SSI Deeming Rules. Currently, ·the income of parent( s) may 
be "deemed"as available to a: child to <;ietermine whether the" 
child is eligible for SSI and-,..if-so--to determine the monthly 
benefit amount. This paren,t-to-child deeming is a computational " 
process that de,termines whether-"";'and how inuch·~..:.to consider parent 

.income as available to the eligib~e child, taking into account 
,the needs of other persons in the hoq.sehold (e. g., other 

ineligible c1}.ildren). Thus, in deciding wh~ther' a child ~s . 
eligible for SSI arid what the benefit amo,unt may be, some por~ion 

'of ~n ineligible pareh~'s income may be deemed as available to 
the appli,cant. . ..~ 

Under current law, earned income is treated more generous~y than 
unearned income, a situation that has. existed since the inception' 
of the program: For example, there is a general exclusion in the 
deeming computation of 50 'percent of all earned income .. There is 
no such exclusion for unearned income. This different treatment 
of earned income was intended to serve as a'work incentive. 

,However, as .aresult, al19wable family income-:-plus.the SSI 
bene'fit amount--can result in total. fami~yincome that is· nearly 
190 percent of the poverty guidelines (see attached chart). Most 
programs for,low income beneficiaries begin to phase out much 
earlier, (well below the poverty line) and .end by 120 percent of 

.poverty. . ' 

This proposal would alter the 5SI parent-to-child deeming rule~ 

so that for any given family size, on,e-half of the countable 

income that exceeded 50 percent to '66 percent of, the poverty" 

guidelines for that family size would be deemed as available to 

the eligible child(ren). The proposed policy would replace the 

current computational deeming process, and would treat earned and 

unearned income identically. Families with little or nO,income 

.would not be. affected by this proposal (i. e. ~ they would continu'e 

to receive the' maximum be,nefit amount as they do under' current 

law). , '.' .", ' :.'. 


This proposal would bring total family income--including th~' SSI 

benefit amount--closer to, but still ·above,. the poverty 

guidelines.' In no case will ,this proposal, bring total family 

income; below the' poverty guidelines. Approximately 2'35,000 

'children--or about 30 percent of all; children-.-would be 

potentially.affected by the proposal in,t.he first year of 

implementation. ' ", . 


Since the. current· deemingrule's':'-in comparison to this prop~sai-­

are relatively generous to families that have income, the. 

proposal ~ay be~eived as penalizing wor}cing families .J!i.th ( 




disabled' chil.9!:~ll'. On the other hand, the proposal would ensure 
that one-parent and two-parent families of the same size' are ,f 

treated equally, uril,ike under current law,. 

'In'orderto'maintain'Medicaid coverage for ,this population, we 
propose to begin to phase out,benefits ,earlier, continuing 
benefits to the same cut-off;' this, will resu'lt in no re<tuction in 
the 'number of beneficiaries., The levels of state supplemen:~al 
payments would be .. adjusted 'so that s,tates would not be required 
to ,increase their levels of payments. , 

" ,,!, '.' ,'Cost . (millions) **ASJ?E Estl.mates** 

FY 1995 FY 1996 


-$175 -$190 -$210 -$230 -$2'50 

~;?',\, 

,Mandated Re-application for' Most Likely" to ,Improve SSI Cases. 
The SSI program provides aid for low-income .individualS ,who are' 
elderly,' blind, or disabled. 'Disabled individuals are those 
unable to engage in any substantial gainful activity by ,reason of 
a medically determined physical or'mental,' impai~ent expected to 

, result in death or that has lasted ,or can be expected to 'last;' 
for a continuous period of at least 12. m<;mths. ' Upon application, 
a prognosis is made about the 'likihood 'for improvement of the , 

. disabling cond~tion (which would result, in a,loss of eligibility 
,for SSI)i a time estimate for impI;oveme;nt is also made and coded, 
on the intake form.. Codes for the SSI adult disabled pc>pulation 
'reveal that perhaps X 'percent would be in,elgible for further 
benefits less than three years after application. Codes on 10% 
of existing ,sSIlchildhood disability' applications indic'ate that 
improvement i'n the 'child's condition should lead to termination 
of benefits within three years of the application. Conditions 
that might be noted as likeiyto improve include, for· adults, 
injury or, a, ,curable disease; "such cc;:mditions amoI1g children 
include low biithweight and' atten,tiQn deficit disorder:, 

currently," te~i~ation of benefit~., 're'quires that ,SSA re-~valu~fe' 
the condition (conducting Continuing Disability Reviews,)"" and",H: 
appropriate, take action ~o terminate benef1.ts . Resources in SSA ,. 
make such timely reviews rare, potentially leaving both adults 
and children on the SSI roles far 'beyond the tiIl,le, in which they~ I 

are actualiy ~ligible. ' 
, , 

We propose for SSI beneficiariE:!s identi~ied to be ,temporarily, 
disabled, to establish a re-applicat.,ion procedure. Upon ' 
allowance of:a claim for' di,f!ability, benefits , a determination 
would be. made by the, DOS (for "each applicant on an individual' 
basis) of how':long the disability ,is likely to continue 
(interfere with age-appropriate functioning). ' After the time 
period is established, a notice .wouldbe sent to the beneficiary' 
stating that 'benefits w~ll be,awarde9- until, the date,determined, 
and' Will then be terminated unless, ,re-application, is made . Six 

,', 

, ',' . 



, . 

months before' the expiration of the, benefits, a notice would 

again be sent stating the date, of benefit termi'na'tion and, 

providing information about re-:-applicatio,n. ' 


This would shift the burden to theapplicanti after a specified 
period of time, to prove continued eligibility for benefits. It 
'would assure that benefits are paid only to tho~e who a:J:.e truly 
disabled. ~ 

Arguments against this proposal are: (1) ,it ,could encourage 
people not to seek treatmentf~r themselves or their children; 
(.2) 'there would bestrqng resistance'froin the disability legal 

, and advocacy community; and (3) if implemented, 'lega1 challe'nges 
would ,likely ,be raised. 

Cost (millions), **ASPE Estimates**,(retrospectively starting 
10/95, based on three-year 
disability)"':1«­

FY 1995 FY1996 FY 1997 FY 1998 FY'1999 


-$72 -$156 ';:'$264 ':-$372 '-$492 


Alien Deeming,' Extending Deeming Requirements as Long as the 
Alien Remains in Permanent Legal Resident--or Immigrant--Status. 

"Currently, for 'those ,aliens who have a ,sponsor, the income and, 
resources of the alien's sponsor are "deemed" attributable to the 

: alien', for three years if the alien is applying for benefits from 
three Federal programs' (AFOe,' S$I,' and food stamps ). A sponsor' 
is a person who has signed an ~affidavit 'of support on behalf of 

,an, alien 'seeking permanent residenqe, and'who has thus agreed in ' 
writing to the three-year alien deeming provisiqns. 'Deeming doe~ 
not necessarily prevept an alien from'receiving benefits. If the 
sponsor's income and resources are reduced to a certain level, 
then the al1en may become eligible for benefits--subject to , 
meeting other program.el.igibility requirements.' Sponsor-to-:-alien; 
deeming is not used in'cases where the alien is applying for 
benefits based o,n blindness or disaqility that has occu~..r(3d ,after 
entry intot~e:u:. S. ", 

'There have been cases ,pub'licized recently of legal' resident 
aliens or citizens sponsoring their older parents for immigratidri , 
into ,the U. S.,' and after the three year deeming, period the, ' 
"parents immediately apply for SSI benefits on the basis of age .. 
The perception exists' that these families are abusing the system' 

'since the children sponsors often ~ave' sufficient, income and' 

resources to continue to support their imniigrant parents I but ' " 

instead take advantage of the current 'rules 'to gain access,to 

~ntitlement benefits .SSI 'program data confirms that th,is type 

of situation is occ1;1rring. Of all current alien SSI recipients 

who' havebeen--or are--potentiallysubject to the 'alien deeming 

rules, fully 25 percent-~or107,470 individuals--applied for 

benefits in their fourth year of -residency ,in the·U.S. Of these 


.". 



, , 

recipients, almost ,85 percent--or 89,51.0 individuals--applied for 
benefits based on age. ' 

"Th~s proposal would maint.ain ,the alien. ,deeming rules. in SSI" 
AFDC, and 'food stamps for as long as .the alien remained in' .. 
immigrant status. This proposal would place greater resporisibil ­
ity on the sponsor-~who agrees in' writing to ensure tha~_ the 
·immigrant will. not become a "public charge" --but it 'would ,link 

• the termin,ation of alien dee~ing rules to, 'the alien becoming, a' 
naturalized citizen.' At a minimum" tl\is proposal would extend 

,the 	period of time, for alHm deeming from three years to five""", 
years, altl;iough if an' immigrant decided not to become a ' 
naturalized citizen, the alien 'deeming rUles,cQuld apply 
indefinitely.. The proposal would affect all'applications after 
date of enactment (i.e., 'would grandfather current ,recipients as' 
long, as they remainedcontinuou's ly eligible), and would result in. 
savi~gs in the'SSI, AFDC, M~dicaid,: an<:i, food stamp, programs. ' 

,,:"'7;:"" , 	 , ' 
[NOTE: Estimates assume enactment of P.L. l,o,3-152,the Emergency 
Unemployment Compensation amendments; signed into law on November 
24,1993 and containing a provision ext,ending . ,the sponso~-to­
alien deeming period,in the SSI program from 3 ' to:5 ye,ars, 
beginning 1/1/94 and ,ending 1.0/1/96.] " , 

,,' 

, " 

Cost :, (millions) 
, c 

*'*ASPE Estimates** 

Program ,FY 1995 FY 1996 FY i997 FY 1998 FY,1999 

"'SSI -$66 -$'148 -:-$418 -$654 -$8.05 

AFDC .... $1.0 :"'$15 ,-$15 ' ': -$2.0 ';"'$2.0 

Medicaid -$6.0 -$135 -$38.0 -$62.0 - -$8.0.0 
" 

Food StamR' "~,~96 "" -2134 ' ,",,~18'2 ,-~2:~1' , 
.. 
-~2al' 

\ 	 ' ',' '" ,
Total :-$232 

" :"'$432 -$995' -$)525 -$19.06 
-, 

uniform Definition for Alien Eligibility.'~un;ently,' there 'is no ' 
common definition, of PRUCOL (permanently residing in'the U~S .. 
under color of, law) in the' Social Security Act' that is appJ,ie<:i to 
,all three of :ourprograms "(AFoe, SSI, and ,Medicaid) that 
reference PRUCOL for program eligibility purposes. Litigation 


'and separate' legislative amendme,nts have resulted in th~ . three 

" programs, using three different ,'definitions to determine which 


ali'ens'are defined ,as PRUCOL, ~~d l;1ence eligible for program , 
benefits. In general, terms, AFDC has a more restrictive 
definition of PRUCOL (i.e., encompasse~'a fewer number of aliens) 
than both SSI, and. Medicaid.' ' 

,,' 
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Under the SSI program, litigation has·led to 'the current practice 
of providing benefits to aliens. who in most respects resemble 
illegal--or undocument~d--aliens. ,If these individuals have been 
discovered by ,the INS ,.to: be in the'U', S,' but--fd:l:' whatever 
reason--the''INS,is not acting· to deport them, then these 
individuals currently must be cons'idered to be PRUCOL for SSI 
eligibility purposes. 

This- proposal would delete reference to PRUCOL,in the Social 
Security Act as a term used for determining alien eligibility. 

:..The proposal would specifically 'li'st :the' immigratiqn' statuses 
that wQuld allow eligibility for benefits under,ssI, AFDC., anq' 
Medicaid. 'The immigration statuses 'that would be necessary for 
eligibility would be the- same as those listed in the Health 
Security Act providingeligibi.lityfor ;the Hea,lth Security Card,. 
and are-­

I 	 '. 

'immigrantslawfully admitted for permanent residence; 

.. 	 re'fugees; 

asylees; 

.. 	 immigrants granted parolee status for an indefinite period' 
9r granted' extended voluntary departure as a member of a 
,nationality group; 

.. 'immigrants granted a stay of deportation based on the threat 
of persecution if returned to" ~heir home' country; 

.. ,certain und9cumented' immigrants ,legalized under the" 
Immi'gration Reform. and Control' Act of 1986 and curreqtly 
'granted lawful temporary status; and . ' 

immigrants residing in the U. S . .a,s the spquse or unmarried 
child under 21, years of age of a citizen of the U. S. ,.. or the 
parent of such ~itizen if the citizen is over,21 years o~ 
age, and with respect to whom an application for adjustment 
t? lawful, permanent resip,ence· is pending.

:-.' ,.." 

This 	proposal would.affeGt applications' aft~r' date of' enactmEmt 
(i.e., would grandfather current recipients as long as they, 
remained. c~ntinuously eligible). 	 , .'. 

r. 
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Cost: . (millions) **ASPE Estimates** 

Program FY 1995 FY 1996 FY 1997 FY 1998 FY 1999 

SSI -$9 -$26 -$42 -$57 -$?1 
, . 

AFDC 	 -$5 -$5 -$5. -$5 -$5 

Medicaid -$25 -$55·· ':'$'85 ' -$115 -$155 

Total' -$39 .-$86 -$132 -$177 -$231 
"".:-"<11 .J 

Improve 	EITCTargeting and Related Ta~and Tran~fer Policies. 

We propose also to explore ways to improve ,the targetlng of the 
EITe and to use the tax, system to assure (1). the '.pa}r1nent of child 
support 	awardsi (2) elimination of duplicate payments uqder 

"~~ 	 v~rious Federal support and ~ax .programs iaild, (3) capture of ,all 
taxable income. 

. , 
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