(dollars in bllhons)

Net State and Federal Costs

“are 5 year CBO estimates extrapolated to 10 years.

Total Offsets

Illustrative uses of funding .

Transitional assmtance and work- : PR S
Current estimate .67 63

‘With current law TCC* + 62 - 58
‘Two-parent provision - . 22 .12
Demonstrations.and i improving * " .
government assistance -~ 26 1.9
Subtotal with current law TCC 11.0 -89
_ Maintaining Fiscal Shares™ * . T 02
| Total fundmg o110 88

*Legislative changes in matching rates or requirements for case manager_nentAmuld increasé the
uﬁ]zation rate in Transitional Chi[d Care (TCQ), and add scorable costs. e :

3

- "*Modifications to ﬁscal shares.could include malch rate adjystments or other changt.s to, the rrux of

Federal and State costs or savings.

Estimatcs for most Offbctb are unreviewed HHS cstimates: Estlmatca for the Social S-ecunt‘.f Provmon

e , 5 Years ,
o - Total " Fed Share State Share
()ffsel:s o o - ’f ‘ Lo
Parental Responsibility =~ o
. Net Child Supportsavmgs ' 05 02 0.6
. Minor mothe;s provisions - - 0.1 - - 00 .01 .
- _ R Familycap =~ 07 ~ . 02. 04
.Cap Emergency Assistance = . o212l 0.0
.Sponsor to alien deeming - R o
5 year deemmg' 27 719 0.9
. , extendmg o7 year deermng 0.7 - 0.5 - 0.2
Family Day Care Homes " | 06 ~ - 06 0:0
Social Security: Eliminate dependent R ? o S
benefits for retirees with minor , _ o
Chlldren 3.6 3.6 0.0

0.4
0.4

1.1

0.7
21

o 3728794 942 AM




Y]

. (dollars in billions)

- Net Federal Costs

5.years - .10 years
Offset'_ m,:.. '
3% Gambling excise tax SRR 24 - .. 55

| Total-(jffséts§

Pos:’;ibleuse'of.fuﬁlding _ | | ' )
Non-AFDC Day Care - . .~ -, 2.4 , 55

Cam.bling tax revenues prorated from Treasury 5- year and HHS 10-year numbers for a 1%
oxcise tax. OTA staff mdzcatc that prorahng downward in this manner 'will sllght]y
underestimate Tevenues. . . 1

3/28/94 9:43 AM
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Limit the G‘I‘OWth in Emergency Assistance _

The little known AFDC/Emergency Assistance program had been constant at a relatwely
modest at roughly $100 million for many years. Its ori iginal intent was to help with emergency
needs that would llkely push them onto AFDC. Yet in the last few years states have discovered -

that the program to help fund a wide range of activities formerly funded almost entirely out of

state funds, especially child welfare services and some’ homeless services, that may not be

_consistent with the original intent of EA, but which are légal under the.extremely vague wording

of current law. As a result the program.is projected to grow from $x in FY1992 to $y in FY1999.
Especially with th« passage of Family Support and Preservation Jast-year, this sort of entltlement '
growth and co.: saifting ought to be checked. ‘The proposal would cap each state’s EA
expenditures at 3% of AFDC benefits. The few states such as New Jersey and New York which
already exceed this level would be grandfathered at their current expenditure level.

Savings in 1999: |
- Five year savings:’

Deem Sponsor's Income Until C1t1zenshm for New Immigrants

" The Republlcans have offered a bill to restrict all means tested beneﬁt to citizens,
ellrmnatmg egal immigrants who are not citizens from support. By 1999 siich a proposal would
save $x billion. It would also restrict support to a variety of immigrants who have chosen not to
become citizens (yet). The vast majority of legal lmrrugrantfnomcmzens are here to work and
establish a new future, rather than become a public trust. Immigration is generally restricted to -

Ipeople 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 the 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 of legal immigrants and citizens who came under.a policy whereby Armierican -

* citizens and legal immigrants can, in limited numbers, bring in relatives to the U.S. Partly to

_prevent people from becoming a public such i mmugrants must be sponsored by the relative.

Current law generally requires that a portion of sponsor's income be deemed available to the
unnugrant for the first three years of residency in determining eligibility and benefits for SSFand
other programs. A significant portion of the SSI-Aged population seem to go on SSI in their 4th

“year. As partof the Ul extension, such deeming was extended to 5 years for SST until 1995,

. This proposal would extend deeming until persons became citizens. (Immigrants are-
eligible to become citizens in 5 years.) Only persons emigrating with a sponsor would be aﬁ'ected
Virtually all savings are from SSI. This seems a sensible and defensible policy. - |

Savings in 1999

Five year savi:ngS‘

Ehmmate the Late Baby Bonus for Social Secunt_\g Renree

Retirees who have children receive a 50% higher Social Secunty beneﬁt for as. long as
their child remains under 18 and lives at home.- Since this requires that the beneficiary have -
children after the age of 47 (44 if they take early 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

Sécurity earnings test.) Clint Eastwood who just had a child at age 63 will be eligible for a 50%
higher Social 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 for those with late babies to retire

early to collect the higher benefit longer. Donald Trump will qualify for a higher benefit 1f he w
retires at age 62, but by the time he turns 65, his child with Marla will turn 18. - -

-~ Virtually no one knows this benefit currently exists. -This proposal calls'for e11mmatmg thes .

late baby bonus prospectlvely Current beneﬁmanes will not be affected

Savmgs n 1999:
Five year savings;

Coordinate Tax and Transfer System _

~There is virtuaily no coordination between the current tax and transfer systems ~ There are
sngmﬁcant differences in the treatment of dependents and others under the tax and transfer :
systems, opening the possibility of gaming 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 collecting thé ETC . (Thé Working Group met such a family in one of its focus
groups). In addition, our tax system is based on annual income, while the means-tested transfers -
are based on monthly income. In a modest number of cases, persons with very high income part
of the year, collect AFDC or food stamps during another part. If such persons received
" unemployment insurance, the-UI would be treated as taxable income an a portion of it would be -
taxed back. But there is no attempt to recapture means tested payments in any form, even if .
people have very high annual incomes. ‘

Closer coordination of tax and transfer systems would allow both more appropnate rules
regarding the ETC and measures to reduce fraud in that program. And it would aliow a policy
" whereby a portion of transfer benefits would be "clawed back” in cases where annual income was
‘well above poverty. The proposed-policy would effectively require that people above the tax
‘threshold (110-125% of poverty) to pay back 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 UT is roughly 33% of income above the tax
threshold——mcludmg the ETC phase out). - Because taxes‘on eamings are collected as though
_persoris earned that amount all year long, and because of the ETC, nearly all fannhes would not
owe money and rather geta smaller refund at the end of the year.

| Savings from ETC coordmatton in 1599: stlll bemg esttmated
Five year savings: : :

Sa\nngs from claw back 19997 33, 2 bllllon
Fwe year savmgs
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ENTITLEMENT REFORM REVENUE OPTIONS .

2 0 - FY 95 . 96 97 98 . 99 ' FY 95-99
1:1 Emergency Assistance Cap .- 03 0.3.0.5 0.5°0.5 . 2.1

1.2 Coordihate Téx'and Transfer programs’ . 0.0; 0.0 -3.2 3.4 3.6 T 10.2

1.3 Miror Chlldren and Young Spouses R o - S
of Retires . T 0:2 . 0.5 0.8 1.0 1.2 . 3.7

1.4 _Adjust\SSI_éhild Benefits RaEeSZn; . 1.2 1.3 1.4 1.5 1.6 7.0

1.5 Sponsorship of Aliens and Eligibility * . 0.1 .. 0.4.°0.9 1.5 1.8 . 4.7

Total - . . - 1.8 2.5 6.8 7.9 .8.7 - 27.7

1. Prellmlnary ASPE estimates based on TRIM sxmulatlons. Official Treasury §stimates'
wmll rev1se them when they beCOme available, o o S .

2. Preliminary ASPE estimates. The Social Security Administrﬁtioﬁ is reestimating, them,

- E
: - L
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Subject‘ S Potential Revenue for Welfara Reform:  State Sales,’
_ - Tak on Intaratate Mail-ﬂrdar SAIes -;,J L

copies'toﬁ-u J. Minarik, B selfridge, K Fontanot s Dean,.

I f"‘w._Naw SRR _ T : :

Baskground. - currontly, mail—ord&r merchanta without a branch in
- the purchasar'a State need not gollect sales tax on interstate .
transactions. Tf the wail-order merchants were reguired to .
collect those sales taxes for tha purchasers’ hone. States, -the
 home-gtate treasuries wou‘d not. be the only beneficiaries. Home~.
state merchants would alse benafit, since they would gain some
- 'sales that had been lost to nmall order.’  Aleng with most - ;
' governoreg, the home~state marchanta are. the princxpal aupporters L
ot changing the law. .

Bunmury. A Fed&ral law that required maxlwordar merchants with _
at least $5 millien ‘in annual sales to. collect State sales tax on
intsrstate. purchases would yield- approximately $2.6 billion to

the States (1995).- Those eales-tax proceeds could, in turn,
_compensate tor 1ncraased state coats of welrare reform.

'_q[ 4n—stato merchanta would honerit evan xf incraased state
- welfare share exhaustad tha gain in Stata tax Tavanue.

onfhlternatively. the Stata-by-statn calculation cauld allow-
~ _.States. to retain, say, 20 percant or the added tax;'- :
- praceads.= L _ o

o J(
v .

-,This revenua proposal is not an orfaet at the Fedarnl level and -
requires State-by-state calculation of added revenues and welfare
cost,  Despite the subastantial complexity, this revenue mource '
-does have appeal because it would also close an unfair tax

‘ 1oophole. T auggest that it ha considerod rurther.

Burden of the Rovanue Innrn:ne. Although 1i¢ is usually bBlleVBd ‘
that most.sgales taxes are ultimately passsd on to the purchaser, ..
this may not be the case. in highly competitive markets;, = - L
_particularly in the short terz. If so, and if all ‘interstate
 sales were taxed, then some mail-order marchants ‘might have *o
absorp the tax. {Mail-order indumtry groups have- successfully -
‘argued against this long-standlng propogal thus far.)  'In the

long rur, however, consumers would. probably bear most of the -

added tax collection, At present, two very different groupe of .
‘consumers probably benefit most from the tax not beinq coﬁlected

. ‘.fl . B " : PR 3 ‘{‘ . AP


http:probably.banet.it
http:colle.ct
http:I'oa~�i.um

-

T BYiXerox Telecopier 7021 i d-11-34 :12:4ZPM i . 7023951596+ 2027752710:4 3

~ © "Relatively upacale matropolitnn rcsidanta who buy .

specialty itama, uuch aB. outdoor clothing from L L.
T Bean.. . S -

o COmparativaly lcw-incom--rural raiidehts huYing itams :

- not availakle locally (or available only at high :
pricea)i'such ags aute or truck parts from J.C. Whitney
in Chicage. (The consumers’ mail-order business to

. Ward’s, Sears, Pennev’s and the like is taxed, because

- these large concerns ganarally m51ntain hranchaa in the .

pdrchaaar'c State ) _

Az a result of the pracading uncsrtainties, fiqu*es on the .

 incidence of collecting the tax on interstate sales are unknown,
- whethar 1) business vs. consuper, 2) amohg consumtrs at differant .

income levels, or '3) rural va. matropolitan.

without comparinq spacific alternatives, thero are pros and cons
to taxing interstate aalas for walfare ratorm. '

h Pro.

o changing tht tax lnw closea a loophale that cun giva mail—.
. order merchants an unfair udvantaga.- :

' © The revenus is likely to increase in ‘time. From 1990 19923
the potential revenue gain vas estimntad to grow at 6
percant a year. ' _ ‘

@ TUnlike many othar financing possibilit:es, thera would be
no cut in services for low-incoma parsons. _

"o A 1992 Supreme Court decisioen (Quill v. North Dakota) .
invited Congress to legislate on State taxation of
intergtate mail-order sales. Congress may soon be tempted
to take up this invitation, perhaps to compansate the '
States for an othaxwice unfunded mandate. .

con. | - o o
o ?iva'states knone'populous)'dd not‘leﬁy'anﬁenaral sales
tax. They are Alaska, Dclaware, Mcntana, New Hampshlra,
und Oreqon.-' S . _

o These added revenues can halp tha Federal Governsent pay
for welfare reform only indiraectly and not simply. - State '
-cost’ shares must be increased and thie increase must ralate :
to an. estimatc of each State’s added tax proceads, '

‘o' A subtle Federalism issue lurks, parhaps a near mandate.
The Tedaral Government traditicnallv has avoided
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Federal nxuina taxes are levied on very apecific itenms,
such as tobacco.) . But to offeet the inocreased payment for
welfara, states would have to tax interstate sales. .
Présumably, States would not-bhe averse to taxing merchants .
outside their bérders,- bt what if the State ever wanted to~ =
- reduce or eliminate (as Alaska dld) its sales tax in -
" general? (A reduction might accompany & higher State-
income tax.) Perhaps the State-by-sState calculation in
Federal law would derive from last y-ar's tax rata, but
thie adds complexity. ‘ ‘

. Revanue xstinnto. for Di!tcr.nt Virinnt:.
| (1995 Added collactions, billions of dollars)

Btatc tax only, no lnall-norahant oxnnption . 3.6

Btate tax only, nnrahuutn with >$5 R ann. Illll - 2.6 (Quoted abova)
state tax only, uarohanta with >§10 m lnn. lnlnlﬂ 3.4f' |

: statn tax plus local sales tux levied uni!ormly, 3.8 -
no nmnll-noxohant axamption - - . oo '

'-stttﬁ tax plun a1l local sales ta:ts, : . 4.3
no lnnll-nnrchtnt axarption ‘ -

The figurea derive from estimates mada hy the U.8. Advisory _

‘Commission on Intergovarnmental Relations., Those estimates were.

- not: preparad for costing, but for policy discussion. The -
estimates do not incorporate any behavicral effects, such as
reduced mall-order sales after being taxad. - The estimates for

1992 wers updated by OMB staff. '

-0 ”Estimates above are avallable on a State-hy~8tate basia.‘

o The mall~-order induutry disputea the antimatma abova. It
once estimated tax gains that wera only’ one—third of thae
earlier version of those aatimates.

¢ The exemption of mail-order merchants with annual busineae
under §5 wmillion la from a etudy that interviewed a firm
making computer noftware to handle differant aalas tax
rates. .

. - Tha firm said that marchants abova the g5 mlllion '
threshold could use ite software afficiently :

- SBA however, ‘makee nmall business loans availabig to
mail-order merchants with annual sales of lesa than
$12.5 million, according to the sama Btudy.
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o  Applying local salea taxen = not juat State tax ~= to
.- = interstate pales would raise additional revenue, but with |
' addéd complexity. In many 1ocal-sa1es-tax States, the rate . -
varias from plana to place.

‘== AN altarnative also appears.above. It would collect

' only those local taxes levied uniformly by counties
(e.g., California), or by othey jurisd;ct ons of a
single kind. .

-- Because the States grant suthority for.local sales .
taxation, & Federal law could ralse fadaraliam concerns,
depending on how the law is written. _

Current Leqialntion. ‘Lagt month, Sanator Dale Bumpers (D-Ark.)

‘introduced the "Tax Fairness for Main Street Business Act, ™

5.1825, He chairz the Small Business Committee but the bill was
' referrad to the Finance Committea, which has not acted on it

0, Tha bill allows -States to tax mall-order merchants beyond
their borders, with certein protections and nxemptiona, and
capitalizes on tha 1592 Quill deciaion. ' |

‘6 There ware Bix orlqin&l cn-sponsors, inolud;ng one
 Republican; Sen. Cochran (Mg). Cochran has introduced
azmxlar 1¢gialation in pravious years.
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FROM: . Rlchard B. Bav1er |
- Office of Mgmt and Budget HRVLr
cc: Stacy L. Dean
~CC: P Wendy C. New
'.SUBJECT; ‘DlsCUSSlOHS wlth ASPE and ACR re: partlclpatlon & jOb search_

I met with Don Oellerich, Denna Pavetti, and Howard Rolston to
talk about how to score up-front job search and how to thlnk about

_partlclpatlon levels in JOBS under welfare reform

Up= front 19b search - we 1dent1f1ed three models of up front job

search:

.. 1. Pure applicant job search. (You apply for AFDC on Thursday,

you report for job search on Monday.) AFDC Ellglblllty begins
only after completlon of 30 days of job search. .. There are
administrative savings from this approach, along the lines Mike
drew, because .initial AFDC checks are delayed. San Diego 1 seenms
to be the best evidence on which to base estimates of behavioral
effects from people gettlng ijS ASPE said they would not be -
able to estlmate this using thelr current models

2. Immedlate ]ob search for AFDC ellglbles {You find out yoh,t
are eligible on Thursday and report for job search the next
Monday.) This approach tries to avoid spending job search funds-

-on' the many applicants who, for one reason or another, don‘t end -

" up on AFDC. However, it makes Jjob search automatic for those
without a prima facie deferring condition (like 60 or older, or a .
. non-parental caretaker). It dovesn’t walt tor an. assessment and

. employablllty plan to be drawn up

The staff people at the meetlng seemed to agree that, thlS approach
might be targeted on all appllcants above the phase-in age. .Two
arguments were coffered. First, a SWIM-like effect, based on a lot
of job search, was already being claimed for the phased in. A
prior round of job search probably wouldn’t. add much scorable
savings. Second, the large welfare savings impacts of job search

have tended to be for mothers with older children and some work:

experience - (i.e., neither the least job-ready nor the most

-jobk~ready}. Targetlng on applicants. over 25 would hlt a, rlch mix

of parents w1th these characterlstlcs



Although most.work force attachment demos with rigorous
evaluations did not get people. into job search the first week of
eligibility, ‘a number, such as SWIM and GAIN and Florida‘s FIP,
route a lot there w1th1n ‘a few weeks. It appears that savings
could be justified ‘based on' the" evidence from these programs o
ASPE will try to model some of thls . o

7
Tt

3. ASPE-was 1nterested 1n somethlng closer to maklng job search "°°
the first activity in most employability plans. . They intend to

. estimate impacts from a third model along these llnes

The sav1ngs from any of these models would be influenced by
vhether funding was coming out of the current JOBS baseline, or
form new money . We agreed to start thinking about jobh search for
not-phased-in appllcants being funded from the share of the JOBS
'Eggg}}ge_got allocated to the phased-in. That would involve
requiring up~-front job search for current JOBS mandatories and
trying to estimate and claim. savings for the difference between
the impacts of the current JOBS use of these funds and the more

' effectlve use ' we would be propOSLng

Partlclpatlon levels - There was no real argument to my
explanation of why ASPE modellng of JOBS under reform was much
more ambitious than SWIM, ' Don indicates that he expects to -end up
with total monthly participation arcund 50 percent. (To this
point, ASPE has been modeling countable participation around 50
percent, and total part1c1patlon around 77 percent }

Don was unwllllng to say that ASPE’s JOBS estlmates 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
seemed pretty comfortable with it. It seems to follow that JOBS
~costs will “have to drop to ‘around the levels we’ve been: calling
the less~intensive. This would still be far above the 35 percent
monthly parthlpatlon in arranged or self~ 1n1tlated act1v1tles
SWIM managed 1n its second year.‘

The discussion walked around the issue of whether there would be
an intensity measure like the current 20-hour- rule. Policy
officials need to address this, although'a pros and cons staff
paper would be helpful. e o oo

~ Phase-in - I also brought up, as an issue for future discussion,
the ASPE phase-in scenario. The idea that a lot of states will
come in a year early is based on the JOBS experience. But states
‘won’t have state-level programs like WORK the way GAIN was already
like JOBS. Further, in my mind, 'the  likelihood.of a richer -
1'federal“match is supposed to ehtice states intor-early o
implementation. . But this may run into another policy- goal - -
reducing federal matchlng for cases the. 1onger cases -stay on, ‘the
rolls

I asked ASPE to thlnk about how they would justlfy their ‘
) assumptlon about early phase in. We also should know what costsut


http:call1.ng

'and phase 1n would look llke 1f states don‘t come in early

- WORK overhead —-Don had a copy of the tables you: sent over to HHS
~showing our options. He asked about several points. There didn’t

. seem to_be any objections about the way the technical re-estimate
was done. In explaining the WORK overhead cap, 1 noted that I had

.asked several times to have HHS find out about the overhead of
large scale workfare programs, like NYC and Ohio. [ ASPE suggested
‘that OMB follow-up on this. T e B
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TABLE § - PRELIMINARY SU'MMARY COST ESTIMATES (].-EDERAL AND STATE)
FOR ELEMENTS OF A WELFARE REFORM PROPOS
By ﬁsr.at year, iu milfions of dollars)

S Year
-Federal Federal
oL : Packnpe 1l . Packapel
Mmor Mothers . - T - i (?;(-J) - (30)
No Additional Benefits for Additional Children {220) (220)
Child Support Enforcement o o T :
Patermily Establishment (Net} o (90) s (90)
Enforcement (Nct) (160 (160)
Computer Costs 370 370
TOTAL, PARENTAL R.ESE‘ONSIBIL[TY 130 “(130)
| TRANSITIONAL ASSISTANCE FOLLOWED BY WORK S
JOBS-Prep 0 . 300
Additional JOBS Speadin 2,295 2,295
Additional Child Care for plat:1y L.slo 1,610 .
WORK Program 1,330 1,330
Additiona| Child Care far WORK N 610 610
Savings from Child Carc and Other Expansion (100) (10,
Transitional Child Care 445 445 .
Eahanced Teen Casc Management 170 170
Savings - Cascload Reduction 215) (215)
. ADP Fedoral and State SystcmslAdmm E{G mcncy 545 -
~ SUBTOTAL, JOBS/WORK . " 6,590 6,990
o SU'B'POTAL. JOBS/WORK AND PARENT&L RESP - 6,560 6,860
WORKING POOR CHILD CARE ‘ ’ 1,500 3,500 -
REMOVE TWO PARENT (UP) RESTRICTIONS 495 495
Comprehensive Grants . 200 200
Non-Custodisl Parcat JOBS/WORK Programs 130 390
Access Grants and Parenting Demoastrations 30 .70
Child Support Assurance Projects 120 290
{DA and Micracnterprise Prajects 60.| 143
. SUBTOTAL SPECIAL lN_ITlATIVES 540 | 1,085
IMPROVING GOVERNMENT ASSISTANCE. {IGA]
S:au: Flcaubmty ofnt Eamed fncome :
und Chiigd Support Disrcpards 385 385
Generally Conform Assets to Food Stamps . C. .o 100
Increase Territorics” Caps ' 0| 185-
All Others 5] 5
SUBTOTAL IGA 380 665
‘GRAND TOTAL ©.9475 ] 12,618

5 Yea}

President’s Table with Full Phase-In in FY 1996 with Further Adjusiments .
in IGA, Working Poor Child Care, snd Demonstrations; UP Twe-Picent -
_Provision as State Opbon Compansons hetween Package L and Package 2

MNote 1: Parentheses denate 'uwmgs

Note 2: Five Year and Ten Year Federal cstimates represent 80% o[ all expendinres cxeept for

the foLlowLng benefits are at current mawch mates; child suppont is'matched at mces. |

specified in the hypothetical plan; and comprehensive demonstraton grants ape matched at. 100%.
Source: HHS/ASPE steff estimates. These cstimates have been shared with staff withte HHS and OMB but
have not been officially reviewed by OMB. The policies do not reprosent a eonseasus recommendalion
of the Working Group Co-Chairs.


http:lnerca.sc

. deos/010

HHS 0S ASPE" 415F -+ BRUCE REED -

202 890 7383

12:57

044127941

-04/12/94

SUMMARY OF COSTS FOR WELFARE REFORM PACKAGES
{Dollars in Milligns) :
| R FY 1999 - § Year _ 10 Year
PACKAGE 1 COSTS - Tota) Totai  Federal State |  Total  Federal State .
© PARENTAL RESPONSIBILITY (625))  (1,220) - (130) T (1,090)| (8,055)  (1.980) . (6,075) -
TRANSITIONAL ASSISTANCE 3,305 8,170 6,690 1,480 25185 22,030 - 3,155
WORKING POOR CHILD CARE 500 1,875 1,560 - 375 6,930 5,545 1,385
TWO PARENT (UP) PROVISIONS 375 895 495 400| 2,875 ¢ 1,580 1,295
SPECIAL INITIATIVES ‘ 225 625 - 540 85 1,830 1,530 300
IMPROVING GOVERNMENT ASSISTANCE 265 635 - 380 255 | 2,060 . 845 1,215
TOTAL COSTS FOR PACKAGE 1 4,445 | 10,980 5,475 1,505) 30,825 29,550 1,275
o : FY 1999 .5 Year W0 Year -

PACKAGE 2 COSTS . " " Total Totat - Federal Siate Total :Federal - State
‘PARENTAL'RESPONSIBEH? (625) - (1,220).  (i30) _ (1,080)| (8,055)  (1.980) " 6, 075)
TRANSITIONAL ASSISTANCE. - 3,415| 8,545 6,990 1,555 26,555 23,125 . 3,430
~ WORKING POOR CHILD’ ‘CARE 1,875 4,375 3,500 %75 | 14,945 . 11,955 2,590

- TWOQ PARENT (UP) PROVISIONS. - 375  B9S, 495 .400| 2,875 1,580 1,295
_ SPECIAL INITIATIVES . - 505 L3S . 1,095 20 3,945 3,225 720
'IMPROVING GOVERNMENT ASSISTANCE 400 1,085 665 4201 3,250 1L620 . 1,630
'TOTAL COSTS 5,945 | 14995 12,615 2,380 | 43,505 39,525 3,99

~ Note 1" Parentheses denote savings,

Nots 2: Fiva Year and Ten Year Federal estimates represent 80% of all expenditures excep! for
the lollowing: beneflts are al current matgh rates; child supportis matched at rates

specified in the hypotheucal plan; and oomprehenswe demonsiration grants are matched at 100%

Source’ HHS/ASPE staff estimates. These estimates have been shared with staff within HHS and OMB bul

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

of the Working Group Co:Chairs,
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TABLE Packa,gc 1 ~ DETAILED SUMMARY COST ESTIMATES (F EDERAL AND STATE} .
ey ] FOR ELEMENTS OF A WELFAKE REFORM PROPOSAL
: (By ﬁscal ycnr, in millions of dollars) .
- . Do - § Year SYear 10Year 10 Year
. o ' e T Total Federal - Total Federal
Minor Mothers | . 1 @9 g @) (85)
. No Additional Beacfits for Addivonal Chi]drcn o . | {660} 2o - (2 150y} - (810}
_ Child Support Enforocment” B o o : ; .
Patemity Establishment (Nu) . ) e (435 - {50) (2 080) {400) .
Enforcement {Net} - - : " o {405) {180y (4,700) {1,555) .-
Computer Costs ™ - ‘ 465 : 370 1085 -.. 870 - -~
SUBTOTAL, PARENTAL RESPONSIBILITY 1 2zm o (136} (8,055} {1,980 .
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK -
JOBS-Prep ' L e - 0 ol o 0
Additional JOBS Spcndmg L o ’ R 2.870 2.295 7,110 1. . 5.6590
Additicnai Child Care for JOBS - ' 2010 1,610 4,910 3,930
WORK Program - S b 1660 1,330 [ 11,490 9,190
Additional Child Care for WORK. . . 760 . 610 5,240 4,190
Savings from Chdd Care and Olhcr E:pmsmn ) ‘ ‘ . (185) ooy A480)) (815
Traasitiona! Child Care — B ‘ 555. 45| 2565 | 2,00
Enhanced Teen Case Manasgement | . : . . 210 170 595 |. 475
Savings - Caseload Reduction o @3 . L 18] 16,070 (3,340)
ADP Federal and State Systeme/Admin Bfﬁclcncy . - 650 | 545 . 825 . 680
SUBTOTAL, JOBS/WORK - | . ’ 8,170 4. '3 90 ‘25,185 22,030
SUBTOTAL, JORS/WORK AND PARENTAL RESP 6950 | 6560 17,1301 20050 |
WORKING POOR CHILD CARE (Capped at $900 million o S ' B
in net speadiog). . - 1,875 - . 1,500 6,930 5,545
REMOVE TWO PARENT (UP) RESTRICTIONS, . -~ |. 895 . 495 2,875 1,580.
Comprehensive Grans . © T200] 7 200f - 350 350
‘Non-Cusiodial Parcat JOBSIWORK Programs o . 1ss| 130 1 815 | 650
Access Grants and Parcnting Demonsteations : : ‘ ‘ 35 © 30 78 " 80 |
 Child Support Assurance Projocts R I 150 | . 120 - 415 330
IDA and Microeniecprise Projects 20 To1s 175 " 140
SUBTOTAL SPECIAL INITIATWES o S sl assl o L830 )  1,530
IMpRova GOVERNMENT ASSISTANCE (IGA) |
Sate Flexibility on Eamcd [ncomc .. ' : : ' to S
and Child Support Disrepards o L s - T10 385 | 2.228 ~ 850
‘Generally Conform Cbut not Inerease) I _ . ‘
Assats to Food Samps o ce RENTIFEREE A 0 R ol ]
All Others . ' T o sy ) (165) (5)
SUBTOTAL IGA : S © 635 380 2,060 |- 845
GRAND TOTAL - R 10,925’ 0,430 30,825 29,550

_in Tercitories® Cap; Conform Asset Rules to Fmd Stamps but no Inc.r‘ease in leltS

President’s Table with Full Phase-In in Fy 1996 with Furt.he.r Adjustoaents in 1GA, Workmg Poor
(.hxld Care, and Demonstrations; UP Two-Paccat I'musnon as Smu: ption; Eliminate lncreﬂse &

- Note 1: Parcntheses denote ssvings.
" Néte 2: Five Year and Ton Year Federal cstimates mprescnt 80% of al] -.xpcnduums except I"or b

the following: benefits arc &t ourvent match rates; hild support is matched at rates .
sporilied in the hypothetical plan; and eomprehensive demonstration grants arc malclied at 100%

Source: HHS/ASPE suaff csumates. These cstimdtes have been ‘shared with staff within: HHS and OMB but

have not been officially reviewed by OMB. The pohcms do not n:p:tscnt a consensus recommendation

of the Warking Group Co-Chairs: _ :
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TABLL-. l‘ackage i~ DETAILED SUMMARY COST ESTIMATES (FEDERAL AND STATE}
_ FOR ELEMENTS OF A WELFARE REFORM PROPOSAL.
_ (By liseal year, in million: of dollars)

10 Year

‘10 Year

. o 5 Year "5 Year
. - : Tatal Federal Total Fedeeal
Minor Mothery ' (BS} (30) {Z10) (85)
No Additional Beacfits for Additional Chnldrcn (660) (22 - 12,150y {810)
Child Suppont Enforcement '
~ Pateenity Estsblishinent (Nez) - (535) ‘oo @osg| - a00) .
Enforcement (Net) - it (405) L (160)| ' (4,700)]  (1,555)
Cafaputer Costs 7 s =370 1,085 870 .
_ SUBTOTAL, i’ARENTAL RESPON’QIBILITY (1,220) ------ (1303 - (8,059 (1,980},
' -TRANSITIONAL ASSISTANCE FOLLOWED BY WORK . I
JOBS-Prep o . 3758 300 1,370 1,095
Additonal JOBS Spending " B . 2,870 2,295 . 1,110 ‘5,650 -
Additicnal Child Carc for JOBS 2,000 1,610 45101 3,930
. WQRR Prograth 1,660 1,330 11,450 9,190
Additional Chud Care for WORK 760 610 5,240 © 4,190
Savings from Child Care and Other Expansion (185} - {100} {1,480} {815)
Transitional Child Carc - 555 ¢ 448 2565 2,050
Enhanced Teen Case Moanagement 210 170 585 | . 475
Savings - Casclosd Reduction | ' (390} 215y (6,070 (3,340
ADP Federsl and Sute SystcmslAdmm Efﬂ:lcncy 680 545 825 660
SUBTOTAL, JOBS/WORK : 8,545 6,990 26,558 23,125
. SUBTOTAL JOBSIWORK AND PARENTAL RESP 7325 6,860 13,500 21,145
WORKING POOR CHILD CARE (Capped at $1.8 billion IR :
in net spending).’ 4,375 3,500 14,345 11,955
REMOVE TWO PARENT (UP) RESTRICTIONS 895. 495 2,875 1,580
Comprchchsivc Gmnu 200 200 350 350
Non-Custodial Parent JOBS/WORK Programs, 490 3%0 " 2,000 1,600
Access Grants and Parenting Demonstrations . - > 70 1890 145
Child Suppost Assurance Projects 360 280 995 T 795
IDA and Microcnterprise Projects: 180 | 145 420 335
SUBTOTAL SPECIAL INITIATIVES " 1,315 1,095 | | 3,945 3,225
~ IMPROVING GOVERNMENT: ASSISTANCE (1GA) -
State Flexibility on BEamed lacome
and Child Support Disregards 710 (385 2,225 350 |
Generally Conform Assets w Food Sts.mps 265 Tro100 1 65% 240
Increase Territories’ Cspa - 185 - 185 . 535 535
All Others onl - ® 5 )
' SUBTOTAL lGA 1,085 665 - 3,250 1,620
GRAND TOTAL 1 waees| 1z4s] aysis| 39

President’s Tahle wn‘.h Fuli Mhase-ln in FY 1996 with Adjustmtmts in 1GA, Workmg Pocr Child Care.

Demanstrations; UP Parent Provision as State Optmu

Notc 1: Parcntheses denote savings.

Noie 2: Five Year and Ten Year Federal estimates :cprusent 230% of all expenditures caoept for

Lhc following: benefits are at cUrrent mateh rases; child support is matched. 8L rales

ified in the hypothetical plan; and comprehensive demonstralizn grants ars matched at 100%.
Sourcc HHS/ASPE stail estimates,  These estimales have been-shared with staff within HHS and OMB but
tiave not been sfficially reviewed by OMB. The policies do not n:prcsent A conscagus recommendation

of Ll-c Working Group Co-Chairs.
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Welfare Refq.rm'_'l-'inanc'ing Options

" Dollars in Billions
o SYear 10 Year
© 4/11/9416:45 - Total Federal State ‘Total Federal State
Summary: " -
A. Program Savings 564 524 - 040 1683  15.03 180"
B. Enforcement Savings 207 207 000 427 427 000
210 - 210 000 1146 1146 000

'C. Extend Expiring Provisions - -

Total: Financing Options

. DRAFT 1



Welfare R'efo_rm‘Finahcihg O';;ﬁo'ns

Dollars in Billions

' . ; . 5Year 10 Year
4/11/9416:45 -~ . Total Federal State Total Federal State -
A. Program Savings | "
. 'LlrmtEmergencyAssastanoe ’ - 150 °© 150 000 400 400 000
. Make Current SYear 551 Deermng Rules
Permanent and Ex‘tend to AFDC and Food
Stamps. After 5 Years, Continue Deeming for -
thase Sponsers with AG! > 40K for 10 years or _ '
Citizenship. Limit Assistance to PRUCOLs. - 220 180 - 040 . 870 650 ' 180
- ]ncome‘Test Meal Reimbursements to Family . . L oo .
Day CareHomes S o0 057 @57 . 000 17270 172 000
» Limit Deﬁc:ency I’ay'menls to Those Makmg B TN oo
$100K or More from Off-Farm Income per Year 061 061 . 000 131 131 000
~#" Fair Transaction Costs‘with Graduated Interest CoVBL - o o€ .
- Rates for Early Redemption of Savings Bonds 076 - 076 000 110 110 000

Sublolal

3

- B. Enforcement Savings

EITC: S ' . C
e Deny to Non-nesident Aliens * - . 013 013 000 . 033 033 000
. Requ:reReporhng forDODPersonneI 016 016, 000 040 040 000
Gamblmg :
¢ Increase Wlthholdmg on Gamblmngmngs : _ _ :
>$50Kt036% . . s 052 052 7000 078 078  0.00
. 'wamholdingkateofzs% on Keno, Bingo, Sots. 025 025 Y000 032 032 . 000

* Require Informatlon Reporhng on Wmnmgs s o
> 810K from Gamblmg : ¢22 022 000 - 06l 061 000

Treasury currently réviewing'this estimate,

DRAFT



Welfare Reform Financing Options

Dollars in Billions

. o . _ ‘ 5 Year ' : - 10 Year .
4/11/9416:45 - - ' Total Federal State  Total Federal State
e 'Limit Tax Deferred Annuity Interest Build-Up f : Ce . L
of 100K /50K per Year Annuities 080 080 000 183 183 000 -

. Subtotal -+ .

C. Extend Expiring Provisions*.

N
: o0
* Hold Constant the Portion of Food Stamp

Overpayment Recoveries that States May _ ! a o N .
Keep - - : - 005 005 000 012 012 000

~+ Feesfor Passenger I’rocessmg and other Custo% ‘ > _
Services : 0.00 000 000 1.4 - 1M - 000

« Extend Railroad Safety User Fees'b(tg-w .. 016 016 0600 041 041 000 -
‘ X ) O . D . , i -
- o :

‘e Guarantee the Securities Issued in Connection- _ o 5 o
'w1thVAsD1rect LoanSales, = - . 008 008 000 016 016 . 000

« Increase the Housing Loan Fee to 3% for Multiple
use of the guaranteed home loan program when e o . :
there is less than aS% downpayment | .. 003 003 000 014 014 000

* Increase the Housing Loan Fee on most guarantt_eed '
Loans by .75% (i.e., no downpament loan fee R _ - S
increased froleS% t0200%) 014 014 000 - 076 . 078 0.00

. Extend VA's Au thor:ty to Consider Resale
" Losses in Determining Whether VA Should Pay
the Guarantee or Euy the FOreCIOSE'd I’roperfy and : _ . :
Resell it e - 002 002 000 . 009 009 - 000
‘o Collect the Cost of Treating Service Connected
" Veterans for Non-service Connected Conditions - S . .
from Health Insurers . | 032 039 000 295 295 000
* Some savings require additional administrative effort which may have discretionary costs. ' o

DRAFT 3



§

| Welfare Reform Financing Options

Dollars in Biliiona.
S | S5Year - 10Year .
4/11/94 16:45 - Total Federal State - Total Federal . State =
s Collect Per Diems and Copayments from Certam“”” ‘ 7 - _
- Veteran's for Non-semce Care ‘ ;005 005....000° 031 031 0.00
"+ VA pensions and Medicajcuec;:stﬁecover‘y S
~ Verify veteran's self-reported income data thh o I o o ‘
the IRS and SSA : - 621" 021 000 ° 135 135 000 -
~¢ Cap means-tested pension benefits at $90 bér
month for veterans and survivors who receive | ' B ‘ o .
Medicaid nursing home benefits - 019 0I9N/A™Y 130 - 130 N/A *.
+ Round down monthfy benefit levels and prdvi&e
reduced COLAs to beneficiaries g-randfathered : '
into the new survivors program - 064 064 000 198 198 000
. Maintain Gl beneﬁt COLAs at 50%, which _
was to have been a full COLA in 1994 but was eliminated . S _ : _
and reduced by 50% in 1995 in OBRA93 C 015 015 000 083 083 - 000

Subtotal

"'_I_‘otalz Financing Options .

Possible Alternative

* Gambling Excise Tax at4% o 316 316 DOO

Co721.

721 000

" “This proposal represents a shxft from federa] VA costs to !ederaj / state Med:cald costs. States would

- bear the cost of the federal savmgs

DRAFT .
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Limit

_ProgramSavmgs

Welfare Reformlf'inancing Opﬁo_ln-s ‘

T

Emergency Ass:stance

5 year Federal savmgs $15B 10 year Federal savings: $4.0B
cap each State’s AFDC emergency assistance expenditure at FY1993 levels
(with inflation adjustments for future years), or :

limit 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 'Sponsorsh'fp and Eligibility Rufeé for"Non—Citizens"

88, AFDC and Food Stamps require that patt of a legal 1mmgrant sponsor’ s income
is-deemed available to'the immigrant for a. limited time, should he/ she need public
assistance. The followmg nghtens benefit ehglblhty for non-citizens:-

5 year Federal savings: $1.8B 10 year Federal savmgs $69B

- change the deeming period for AFDC and Food Stamps from three to five.

years, and permanently extend SSI's five year deemmg provzsxon, 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 PRUCOL eligibility criteria in the S8y, AFDC, and Medicaid programs

' snmlar to the tlghter Food Stamps cnteria

Income Test MeaI Re:mbursements to Fam:ly Day Care Ha'mes

. 5 year Federal savings: $57B . 10 year Federal savmgs $ 1.72B

Family day care homes in low-income areas would receive- relmbursement

‘for all meals at the “free meal” rate.

Other homes could ¢hoose between:

(a) not means-testing and thus recewmg reduced pnce rates 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 aboye

' 185%of poverty would be reimbursed at the ”rec_:luc_ed price” rate.



L:nnt Deﬁaency Payments to Those Mahng $100 000 or Mare Annually From Off 5
Farm Income | _

e 5 year Federal savings: $ .61 B 10 year Federal savings: $1.31 B' 7
e Producers receiving $100,000 or more in off-farm adjusted gross income
- would be ineligible for Commodlty Credit Corporanon (CCC) crop sub51d:es
| Gmduated Interest Rafes for Early Redemprzon af Satnngs Bonds o
'5 year Federal savings: $ 768 . 10 year Federal savmgs $ 11B ‘
¢ New savings bonds issued would.initially. yxeld 2% mterest which would

gradually rise over § years to 4%, _
» . Current outstanding bonds unaffected.

B.  Enforcement Savings
- Deny EITC to Non-Resident Ah’ens‘

% . Syear Federa.l savmgs $.13B - 10 year Federal savmgs $ 33B
*  Deny EITC tor nomemdent aliens such as foreign students, professors etc..

Require Income Reportmg far DOD Personnel far EITC Purpases .

. 5 year Federal savings: $.16 B 10 year Federal savmgs "$4B

¢+ Families living overseas and .on active military duty would become EITC
- eligible.
*  To finance this, and produce above savmgs DOD. would report nontaxable

earned income (such as subsistence and living quarters allowances) paid to
_ xmhta.ry personnel overseas and stateside. ThlS is ‘counted for EITC. purposes.

Inqrease Withholding Rate -on Gambhng W:nmngs

*  5'year Federal savings: $.52B 10 year Federal savings: $.78 B

- ¢ . Increase the mthholdmg rate of 28% to 36% for gambling wmmngs over
$50 000. The odds of winning wou]d be 1rre1evant |

) Wzthhold 28% From Keno B:ngo -and Slot Machme Wmnmgs

« 5 year Federal savmgs $ .25 B 10 year Federal savmgs $.32B

«  .Impose 28% thhholdmg on winnings over $7,500 regard]ess of the odds
: (No withholding is currently done.)
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.Inlformatfan Reporfiﬁg aﬁ'lCa‘m-bling Winnings

5 year Fedéral savings: $22B 10 year Federal savmgs $61B
Requires reporting on gambling, ‘bingo, slot and keno wintiings of $10, 000 or
more, regardless of the betting odds. (Reporting is currently reqmred at .

- various winning thresholds, if odds are 300:1 or more)

VL State lotteries exempt. .. :

L:m:t Tax Deferred Interest Bmfd U’p of Large Anmut:es

e ' Syear Federal savmgs $8B 10 year Federal s‘avmgs1 $1 83
. Prohibit tax deferral on interest accruing to annuities that pay annual
incomes over $1 00,000 for couples $50,000 for single persons

C Extend Explnng Prowsmns
. Hoh:l Constant the Pood Siamps Overpayment Recovenes States May Keep

*  5Syear Federal savings: $.05B 10 year Federal savmgs $.12B
. Extend 1990 Farm Bill provision letting States keep 25% of Food Stamps

" recovered due to fraud/intentional program violations. "
-« - Extend the provision letting.States keep 10% of Food Stamps recovered due to
other unintentional errors. '

. This prov151on would extend the current recoveries rate structure w}uch is set:

to explre in FY1996.
Fees for Passenger Processmg and Other Customs Services .

* . 5year Federal savings: $0 B SR 10 year Federal savmgs $1.04B

¢ Extend the flat rate charge for merchand1se processing a.nd other U.S. customs
services.

-*» " The current fee sh‘uchue, extended by NAFTA expires after FY2003

_ Extend Railroad Safety User Fees |

. 5. year Federal savings: $ ‘16 B 10 year Federal savings: $.41B

* . Extend {and expand) railroad safety inspection fees.

* - The provision would extend the fees through FY04. Currently they are set to
~ expirein FY1996

1 Preliminary staff estimate, based on extrapolation of prior year savings.
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VeteranS'

v

Guarantee the Securmes Issued in Connect:on w:th VA s Dxrect Loan Sales

5 year Federal samngs 5 08 B 10 year Federal savmgs $.16 B
Currently, VA may sell its direct loans (i.e., mortgages held by VA) to the.
secondary market. Seoondary market institutions package these mortgages -
into securities and-sell them to’ investors. VA has the authorlty thmugh
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 mcreased costs due to mcreased default hablhty of this

_ proposal.

Permanently extendmg tlus provxsxon would sustain the current higher price
pald to VA for the1r dxrect loans sold to the secondary market '

| Increase Housing Loan Fee for Multtple Use of the Guaranteed Home Loan Program

5 year Federal savings: $ 03 B - 10 year Federal savmgs $.14B

The loan guaranty program, established to promote home-ownership among
returning WWII GI's, guarantees mortgages made by pnvate lenders to -
veterans, active duty service persons, and selected reservists.

There is no limit on how many times 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 fee for mu]t:Jple use

when there is less than a 5 percent dompayment

]

Increase Housmg Loan Fee by 75 percent

5 year: Federal savmgs $.14B 10 year Federal savings: ‘$.78B

Fees on VA guaranteed home loans decrease 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 extend the fee increase: Increasing the fee
reduces the taxpayers’ subsidy to this program while continuing to offer

_veterans a downpayment and feé package that would be below conventional

loan requirements. (Because the fee can be financed over the life of the loan,

i.e., thirty years, the cost would not be 51gn1f1cant to benehctanes )



Extend VA's Authonty to Conszder Resale Losses on Loans

e ' 5year Federal savings: $.02B = 10 year Federal savings: $.09B-

. When a private lender forecloses on a VA guarantee proPerty, VA ‘uses a '
foreclosed property from the Iender and resell it, or (2) pay the guarantee to
the lender. Under current law, this formula takes into consideration the

e potentlal for losses on the resale of a foreclosed property through FY98. This..

--is consistent with the acquisition decisionmaking of private mortgage '

. insurers who consider resale losses.

»  This proposal would make permanent the inclusion of potenna.l losses on the

. resaleof a forec.'losed property in the formula. : :

‘ Med:cal Care Cost Recovery Prog-ram Third Party Hearth Insurance SR
Reimbursements. : , | S

‘e S'year Federal 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

e  This proposal would make this authority permanent

Medical Care Cost Recovery Progmm Per Diems and Prescription Copayments

. 5 year Federal savings: $.05B - 10 year Federal savmgs $31B
o OBRA 1990 authorized VA to collect hospital and nursing home per diems
and outpatient prescription copayments from certain veterans for treatment
of their nonservice-connected conditions.
~OBRA 1993 extended this authority to the end of FY 1998.
* This proposal would ma.ke this authonty permanent..’

VA Penszons and Med:ca! Care Cost Recovery Progmms _Income Veriﬁcafion

Match :

. 5 year Federal savings: $ .21 B - 10 year Federal savings: $1.35B

. Under current authority, VA has access to IRS tax data to verify income .
reported by VA pension and medical care beneficiaries. VA s pensmn and

-~ medical care programs are means-tested. SR

« . For pensions, the proposal would 1mprove program mtegnry by reducmg
overpayments that occur when self-reported income is the only information

5‘.
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_used to venfy ehglbmty For medical care, the proposal would allow VA to

“more effectively identify and collect copayments f-rom }ugher income

veterans.

- This proposal would make tlus authonty permanent
VA Pensmn Benefits for Vefemns and Spouses in Medzca:d Nursmg Homes
. 5 year Federal savings: $ 198 10 year Federal savings: $ 13B

- VA pensions is a fheans-tested program which provides monthly cash _
support to ehg1b1e veterans or their survivors, OBRA 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 affect the pension beneficiaries. It reduces the amount
of income that the beneficiary would have to turn over to the Medxcaud

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 thls prowsmn Wthh is currently
scheduled to explre in FY1998 :

: Round down  and Reduce COLA Ad;ustment for Death. and Indemmty

Compensation (DIC) Benefits ~—~

]

.5 year Federal savings:. $ 64 B - 10 year Federal savmgs $ 198 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 Ievels t.o
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 mlhtary rank; the new program pays a- flat rate.) .

This proposal would make this authonty permanent

'Mamfam Montgomery GI B:H (MGIB) COLA at 50 Percent :

:LS year Federal savmgs $.15 B 10 year Federal savmgs $ 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 1994, OBRA 1993, however, elmunated
the FY 1994 COLA and reduced by 50 percent the FY 1995 COLA.

. This proposal would permanently reduce future COLA i increases. by 50 percent -
* in FY 1996 and beyond for those benefmanes who beneflted by electmg to. stay

in the old payment structure.
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Possible Altém’ative

Excise Tax on Gambling Révenues ' | )

. 5 year Federal savmgs $3.16 B 10 year Federal savings: $ 721B-
*  “Tax gross revenues (wagers minus winnings paid out) from all gambling

activities at 4%. (Current Federal wager taxes’ range from 25%-2% ) -
* . State lotteries. would be exempt from thlS tax

P
!



WELFARE REFORM OPTIONS 04/11/94
. (Five Year Federal Cost in Millions of Dollars) :

Package 1 . Package 2

1A 1B. -
Parental Responsibility -~ - . (130} (130) . - (130)
Transitional Assistance : 6,690 6,990 - 6,990
Working Poor Child Care -~ 1,500 - 400 | 3,500 .
UP provisions = _ | 495 . 495 - 495
Demonstrations ST ' 540 - 1,100 ‘ - L100-
Imiproving Government Assistance o380 600 600
. TOTAL 9475 9455 . 12,55
‘ F -JOLN Pﬂ_{) _ |
Reus
- Caes -



Dollars In Billions :
5 Year 10 Year
4/7/9410:43  Total Federal State  Total Federal State
Summary:

" Program Savings 570 530 040 1694 1514 180
Enforcement Savings 130 130 0.00 256 256 0.00
Extend Expiring Provisions 240 240 000 1294 1294 0.00

- Savings Within the Welfare Reform Package 122 009 1147 806 " 210 5.97

Total: Financing Options .

. LIL{S : i. ,(ffj'- 54_..-.* Am;-l':"r% wl-ﬂawpg_mq .
2. ¢ sty ity 6L} PITYE Y
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'_Dolla:rs in Billions '

o L § SYear 10 Year |
4/7/94 1043 s b " Total Federal State Total Federal - State.-
Program Savings -
Limit Emergency Assistance . . 150 150 0.0 400 - 400 000
- Make Current 5 Year SSI Deeming Rules’
Permanent and Extend to AFDC and Food .
Stamps. After 5 Years, Continue Deeming for -
those Sponsers with AGI > 40K for 10 yearsor o : : .
Citizenship. Limit Assistance to I’RUCOL-;. 2207 18 - 040 870 6% 180’
Income Test Meal Remmbursements to Farmly Day . o oo
-Care Homes, - 057 057 000 . 172 172 0.00
Limit CCC Deficién’cy Payments to $50K per - .
year, attributed directly to individuals 0.67  0.67 0.00 142 1.42 0.00
VChargé a Penalty for Early R,ede:ﬁpl:icm's of -
Savings Bonds . 0.761 000 1.10 . 1.1(_] 0.00

Sublotal
Er_;forcement Saviﬁgs

EITC: :

Deny to Non-Resident Aliens

Require _Re;mrting for DOD Personnel
Cambhng _ :

Increase Withholding on Camblmg Wmmngs
> $50K to 36% '

b .

Withholding Rate of 28% on Kena, Slots

Require Information Reporting on Wmmngs
> $10K from Gambllng :

Subictal

0.76

- 013

019

052 -

" 0.5

0.22

013

0.19

0.52

025

022

Olm | | )

0.00

000

- 0.60

0.00

0.33

0,50

- 0.78 .

o 0.32.

. 0.63

033
’ 0.50
078
032

0.63 -

0.00

0.00

0.00

0.00

000




5 Year .

Dollars in B-illions

LT

0.05

0.31

Some savings require additional administrative effort which may have discretionary costs.

‘ . 10 .Y_ear;j '
| 4/7/9410:43  Total Federal State Total Federal ~State
Extend Expiring Provisions* .
Hold Constant the Portion of Food Stamp
_ Overpayment Recovenes that States May N :
Maintain. = 005 005 000 012 0120 000
Fees for Passenger Processing and other Customs o , o :
Services. - 0.00 000 0.00 1.04 1.04 0.00
Extend Railroad Safety User Fees. 016 - 016 ' 000 041 041 000
Veterans:
Guarante¢ the Securities Issued in Connechcm : o - R
with VA's Direct Loan Sales . 008 - 008 0.00 - 0.16 016 ° 0.00
-Im_:rease the Hous'ing Loan Fee to 3% for Multiple
use of the guaranteed home loand program when . _ :
there is less thana 5% downpayment 003 003, 000, 0.14 0.14 0.00 . ¢
. Intrease the Housmg Loan Fee on most guaranteed
Loans by 75% (ie, no downpaymentloan fee . o , T
increased from 1.25% to 2.00%). - 014 024 000 078 078 000
Extends DVA's Authority to Consider jRes'a]e .
Losses in Determining Whether VA Should Pay
' the Guarantee or Buy the Foreclosed Property and . o . S
Resell it ~ 002, 0002 000" 009 009 000
~ Collect the Cost of Treating Service Connected
Veterans for Non-service Connected Condmons "~ - B _
' from Health Insurers 039 039 0.00 295 295 000
~ Collect Per Diems and Copaym'er}ts from Certain. ‘ R
Veteran's for Non-service Care. 0.05 0.00 0.31

0.00

DRAFT 3



Dollars in Billions

Subtotal

Savings Within the Welfare Reform Package o

Eliminate AFDC for Mothers

Minor Moms: _ T .
Through Age '17 Livi_ng in Separate Househpld 009 . 003 - 006
Famﬂy Cap No Add:hona] Beneflts for . o _
Additional Children 066 022 D.44
Child Support Enforcement ( neg, indicates a cost): ‘ - .

CSE Admin Costs (Net) 080 070 000

CSE Automation Costs (80% Federal Share) 046 037 009

CSE Increased AFDC Collections J_ﬁ. Q_ﬂﬁ 2]
Net CSE and Paternity Savings (inélud_es \ ',:_',:_

048 . -0.16

. automation - Totals are rounded)

Subtotal
* This proposal represents a shift from federal VA c
bear the cost of the federal savings.

000

A : 5 Year . _ 10 Year
4/7/9410:43 . Total Federal "State  Total Federal State
VA pensions and Medical Care Cost Repé;;ery: o
Verify veteran's self-reported income data with _ o -
the IRS and SSA. : 021 021 0.00 135 0 135 . 000
- Cap means- tested pens1on beneflts at $90 per o
month for veterans and survivors who receive o L L L
Medicaid nursing home beneﬁ_ts. ' 0.31 Py 0.31 N/7AY 202 202 - N/A ™
Round down monthly benefit levels and proiaide
reduced COLAs to beneficiaries grandfathered _ o L :
into the new survivors program. : 064 064 000 - 198 198 °
(,/ \ Eliminate GI Bill benefit QOLAS, which were to -
| 6&)" \ have started in 1994 but were eliminated and = . | ,
\\// reduced by 50% in 1995 in OBRA93. . 032 032 000 ‘159 159 - 000

021 009 013
215 081 134
365 -399 0 044
107 08 021
1052 585 438
570 120 450



http:Househ.oH

. Dolars in Billions ‘
' S . 5Year ... - 10 Year
4/7/941043 - -~ .- Total Federal State  Total Federal State

Total: Financing Options '-

- Other Opfions Not Being Considered- .
© Gambling Excise Tax at 4% e 316 316 000 734 734 000 .
Defer COLASs for CSRS and Military'- e . : o .
Retirement Until Age 62 © . UB21 521 000 2801* 2801°*

One-half COLA's for Federal Retirement Until Age 62 . S | S

~ CSRS - - 061 06" 000, 100 100 000
Military S © 215 215 000, 1100 1100 0.00
subtotal, = T 276 T 276 000 1200 1200 . 000

and Move Military COLA up 6 Months - Oct. to April - o _
For Those Age 62and over to Conformto CSKS .~ 209 :209 ~ 000 ~ 209 209 000

Sub-total S 067 067 000 981 9910 000
' * Highly Prelimiary Staff Pricing." -

" DRAFT s
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http:3:16-'0.00

Financing Options
) .5 Year '_’10-Year T
Cap EA o 1s e o 40
Target Food Program - ‘ 6 , 1.7
Aliens (5 Years) and ‘ o .
" New Rule - 2.0 . 7.0
Repayment by Social 5.0 ‘ 22.0 oz A
Security to General = [ S . ~-U¥6$w
Fund Where it has o S)rvm .
Taken, Advantage of. E:H““‘fa‘r"
General Fund . ' ‘
" EITC and Tax Comp = = ~1.3 . 2.7
TOTAL - . - - S 10,4 L 37.4
LoaT | .
r ' 9
. ﬂ ) ) l . ) l
Fqvp ’ ' .
LQ: - fiIch iy FOD WP mies e (op ok l.S) o
Sawer Toh Whe WP s gy f
- Te ks . . .
— RS e e : e |
S Teh B0, s ‘ig e PJPCLIMT-MPMQW o PIL«.--N— L%
T
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_TO:‘ ' .!Isabéi‘sawgili“

EXECUTIVE OFFICE OF THE PRESIDENT.

 04-Apr-1994 12:23pm.

FROM: " Bruce N. Reed 7 :
o ' Domestic Policy Council

'SUBJECT: - $ for WR

Happf birthday agéin!r It was nice'tq meét your husband.

‘Have you had any thoughts about where to look for money? I went

over Rob Shapiro's paper and found a few p0551b111tles although
nothlng Jumps out as really attractlve.r . .

Over thelweekend I invented a handful of two- year time limits for
rich people. They're probably all bad pollcy and a pain for the
IRS to enforce, but here goes.

1., 2~yr. limit on subsidy payments forIWéalthy farmers. (Shapiro's.

paper says eliminating these payments would save 51 'bill. over 5}

2. 2-yr lifetime limit on capital gains over SlDO 000. (Or to put
it another way, a total of two such galns in a lifetime.  That
leaves people room to sell a house’ and the stocks they 1nher1ted
but not chalk up huge gains year after year- But I suppose it
would create a whole industry in capital gains of $99,999 or less.
And yes, it discriminates against rich two-parent families. I
have no  idea how much 1t would ralse Y

3. 2-yr limit on the deductablllty of home equ1ty loans over $50k.
(Pon't you have to be pretty well off to borrow more than that in
a second mortgage? Shapiro says ellminatlng the deductability of
such loans altogether would save $12.8 bill over 5, but he

 adm1tted to me . that he had come up with that number hlmself '

"4, 2-yr limit on the deductability ‘of tobacco and alcohol

advertising. (In other words, this kind of advertising will no.
longer be deductable after 1996. Since we're losing to the

" tobacco industry on the tobacco tax, we should go after them on.

another front. I don't khow whether denylng a deduction for one
kind of advertising but not another is a violation of the First’

.Amdt, but if we can prohibit tobacco ads on TV, shouldn't we be

able to single them out in.the tax- code¢ Alcohol ads 'must be

worth a lot of $.)

5. 2-yr limit on the deducfabiiity”¢f‘margin interest. (I don't ...

1, -



understand. why you can deduct unlimited costs df borfow1ng s to
‘play the market but not to buy a car or send your kid to college

If we go after the home equity loan deal, we should go after this
too.. Of course, we'd be. reopening'sacred pacts from ’'86 tax
reform, etc., but this is just our opening bld. And the stock

-market is already plunging anyway. )

6. 2-yr llmlt on. annultles over $100k. (T. dén t know the
spefifics on this, ‘but Gene says it's on the GATT listT)

7. Cap 401 (k)‘deductlons at SIOOR (Is there a cap now? I don'%-
think so. This probably wouldn t raise much money, but I'd be

" curious.) (This one is not a 2 yr limit.)

8. 2-yr limit on the LIHTC. {Make Chris's day. )

.1f we looked through the CBO book, we could probabiy‘COme up with

others. Putting a two-year limit on something. is easier than

. actually eliminating it:. Gene is willing to help if we need, him.



ADDITIONAL ENTITLEMENT AND REVENUE OPTIONS L

(In mzlhons of dollars)

In FY95 Budget |

Impose 8 percent royalty on hardrock ..
minerals removed from Federal lands ... - -

Extend railroad safety user fees .

Impose Bureau of Alcohol, Tobacco

and Firearms fees:

Extension of Current Fees or Sunset Provisions -

“Eliminate all sunset dates on Veterans® .

provisions in OBRA 1993 (FY99)

Extend patent and:trademarl-(' fees (FY99)

‘Bxtend NRC fees (FY99)

From DOL

“Limit $70,000 exclusion on income

earned abroad to 2 years

. Apply current AMT to individuals Wice —pcerpov-te N‘\T

"GATT Revenue Items '

Distribution of marketable securities

to be treated as cash

p)

Cap on tax-deferred annuities per couple

~ set at $100,000

Extend superfund tax

Permit employers to offer employees tax-free
parking or cash, which would be taxable

346

169

194

545

100 .

500

25

300

2,300

500 -



Y]

L
tw

I'?rom. CBO Dlecumentl, o

- Charge market price‘s._fo'r electricity sold
" by power marketing administrations’

- Raise recreation fees at Federal facilities

,,Index‘nuciear_waste disposal fees for inflation |

Disqualify from price support programs people -

whose gross revenue from commodity sales 50“ pre prron
.. exceeds $500, 000 ' :

Increase FCC user fees\

- Charge a penalty for early redemptlons .

" of savmgs bonds

' Ratse the corporate AMT rate to 25 percem

Limit mortgage interest deductions
for second homes

Decrease limit for deferrals in salary
: reduction plans to $4,000

Impose a minimim tax on foretgn owned
businesses

"+ Tax lifetime capital gains from.home

sales in excess of $125, 000

Tax credit unions Wlth mote than $10 mﬂllon
in assets like other thrift institutions

Repeal alcohol fuels credit and partlal

excise tax exemption

© 4,800

720

255

670

575

240

14,400

2,600 .

2,900

2,600



EXECUTIVE OFFICE OF T

TO:

FROM

23-Mar-1994.01:41pm

(See BeiOWT

Isabel Sawhill

Office. of Mgmt and Budget, HRVL -

SUBJECT: Costs and financing ideas

Here's a possible solution to the WR financing issue that doesn™t
on revenues, doesn't hit just the poer,

rely

H

E

PRESIDENT

and pays for a core

plus program (but without any child care for working poor}.

Costs (total_over 5 vears):

-$6.7‘ core pfbgfam

- 1.2 -add-ons from demes, IGA (very limited)

-,é?,Q  total costs

Offsets 3L

“

Please let me know what you think,
~discuss with Leon tomorrow

$4.5 (current Iist minus 130% pov.

~for alien‘deeming)'

1.2 parental respon51b111ty

and including 1.8

2.2 "ellmlnate school lunch subsidies for affluent klds

(above 550, OOO)

. §7.9 total offsets.

Distributibn:

TO:
TO:
TO:
TO:
- TO:
TO:
TO:

Richard B. Bavier

Stacy L. Dean

Keith J. Fontenot
Michael E.- Ruffner
Lester D. Cash '
Barbara S. Selfridge

Wendy C. New

" and if ‘seems reasonable, will

s



PROPOSAL FOR REDUCING BUDGET TG S10B over 5; $30B over 10 .

TOTAL SAVINGS - - . .. REVISED

OPTIONS, I-V - o TOTAL

: Lo T ‘ SPENDING
Five Year (total). 7,350 S 11,095
Five Year (federal) 6,445 o o S 9,670
Ten Year (total) . . 23,100 oo 35,360
Teh Yaar (federal) ‘ 24,267_ o ' T S 30,443

2

i. SHAVE THE BASIC PACKAGE

o Pr0v1de no additional funds for JOBS Prep

o0 Fold Trans Child Care into proposal below on child care

o No additional funds for teen case management; fund out
'of JOBS ~money

" SAVINGS: . TOTAL - - FED

Five Year © . .. ‘1,075 . . - 970
Ten Year . 4,400 v 3,960

I1I. RECAPTURE SAVINGS'TO STATES - P

The savings 1n Parental Resp0n81b111ty seem to go
dispropeorticnately to the states. We propose con51der1ng that
the basic package + parental responsibility should break even for
the states rather than prov1dlng a transfer from the federal
government to the states.-

;POTENTIAL FEDERAL SAVINGS:
"Five Year .. o 740

Ten Year : l-~l e 6[000‘



III. CUT BACK WORKING POOR CHILD CARE'

Phase in the expanded child care program to the same age
group that is in the new Transitional System - born after 1971
Cons;der addltlonal llmltatLOH to 'children under 51x

‘Fold in tran51t10nal child care and provide all Chlld care
to thls age group through one mechanism -- available only to
people with 30b$ .

SAVINGS .. - roraL . ~ FED-

- kk*x NEED ESTIMATE RUN BY HHS (Assume 1/2 as mlnimum) *#*
.Flve Year o _ 2,500 o 2,250
Ten Year N 8,135 : 7,322'

IV. REDUCE DEMONSTRATIONS BY 50 PERCENT

- Cut to fifty percent probably cuttlng some of the programs
more than others. Exact allocatlon of cuts to be determlned

saviNgs - . . TOTAL - . EED.
© Five Year . 780 - 710
Ten Year . 2,345 . 2,125

V. LIMIT REINVENTING TO ASSET CHANGES

. Limit to asset changes.. No disregard changes. No -
territories adjustments. : : ' - o

SAVINGS B CpOTAL- o }FED

Flve Year B L 2,995 B 1,775
Ten Year : S I-8;220‘ o N 4,860
-POSSIBLEeVI (Estlmate not 1ncluded 1n totals)

CUTBACK TWO PARENT RESTRICTIONS

Make UP changes a state optlon or llmlt to same phase in

group as Chlld care and transmtlonal assistance. :
i ; : e

*%% NEED TO REQUEST ESTIMATES OF SAVINGS FROM STATE OPTION.

. OR PHASE IN **%% . -



(dollars in billions)

_ 5 Years Co
Total - Fed Share  State Share
Offsets
Parental Respon51b111ty ' . o , e T
~ Net Child Support savmgs 05 02 s 06
. Minor mothers provisions - - 0.1 ; 0.0 ' 0.1 -
' : - Family cap" 07 . o2 0.4
Cap Emergency Asmstance . o - 2.1 21 0.0~
Sponsor to alien deeming . - ) . | o .
) | 5 year deeming - 2.7 19 09
- extending to 7 year deeming 07 05 0.2
Family Day Care Homes SR 0.6 .. 06 0.0
Social Security: Eliminate dependent - : '
| benefits for retirees with minor - S
' * children 3.6, 36 0.0

Total. Offsets

g ‘i Cc{ Care 'pr.:?wm

Ilustrative uses of funding' |
Tranmnonal assistance and work _ S
“Current esnmate 67 . 63

With current law TCC* . 62 ... 58
Two-parent pr0v1510n A 22 1.2
Demonstrations and improving L o
governmentaséisfan_ée 26 1.9
Subtotal with current law TCC - 1100 8.9
Mainfaining Fiscal Shares** = -0.2

Total fundmg - 11.0 : 8.8

Net State and Federal Costs

'Leglblahve changcs in matchmg rates Or requirements for case managemcnt could increase the
utzlzahon ratein Transmonal Child Care (TCC), and add scorable costs.

"‘Modlﬁcah(ms te fiscal. s‘harcs could include match rate ad]ustments or othcr channg to the mix of
Federal and State costs or savmgs <

Estimates for most offsets are unrev 1cwod HHS estimates. Estimates for the Sooal Sccurlty prcnv15|on
are 5 year CBO estimates ezrrapc}iamd 910 }earﬁ

.

fa‘f' c{a‘.;L 'h?é‘.ual.j scc--.méj "

/va(.._,. # ,f{hv’ &t ff’;-.-‘l'r :,la‘!?.:mr

04 .
0.4

11

0.7 .
2.1

3/28/94 9: 42 AM
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. Offset

- 3% Gambling excise tax |

. (dollars in bllhons)

5 years 10.years

Total Offsets

Possible use of fuh‘ding
Non-AFDC Day Care

Net Federal Costs

Gambling tax revenues prorated from Treasury 5-year and HHS iﬂ-y;aar numbers for a 4%
excise tax. OTA staff indicate that prorating downward in this manner will shghtly

I‘-undereshmate revenues.

3728794 543 AM




=1

(dollars in billions)

* 5 Years o 10 Years
Fed. State . | Fed. State

- menths for UP families. This represented about 19% of total 1992 AFDC caseload.

Total Share Share - Total Share Share

PROGRAM SPENDING

Transitional Assistance & Work « 6.685 6285 04 . 2564 2546 0.18

Improving Govt. Assistance:

& Two Parent Provision

* Other@ - S o , 1 -
Sub Total IGA 2475 126 1215 8915 4.576 4.339

Demonstrations

‘ ' Total Costs

OTHER POSSIBLE CHANGES

Nb Legis. C‘hanges for Trans. _ : . :
' Child- Care Match or‘Admin.* -048 046 . -0.02 222 -212 -0.1%

" State Option for Two Parent

(UP)Prowsmn“ T 2. 7 AR S A

New Total Costs_j

@ Conform Food Stamps and AFDC asset limits. ,
* Legslahve changes in matchmg rates or requiremnents for case management could i increase the percent
of people leaving AFDC who use TCC, and may add scoreable costs. -

* HHS has not scored this ophon and we are unaware of past leglslahon prop051ng it. However 12

States (incl. Florida, Wisc., Maryland and Pennsylvania), have current waivers or requested waivers

to the current two parent statutes. As of July, 1992, 13 States {incl. Florida, Texas and Virginia) had
more restrictive UP eligibility provisions than other States, and limited benefits to 6 of the past 12

| 3/25/94 2:48 PM




<

(doliars in billions)
Coe S Years . ‘ 10 Years, :
= . s “ . Fed. State ‘Fed. State

. Resulting Lower Benefits

Total Share Share ‘Total Share Share

Tier 1 Offsets
Parental Responsibility:

Cap Emergency Assistance

5 year sponsor to alien deeming

Fam11y Day Care Homes .
Tier 1 Subtotal

Tler 2 Offsets
Extend sponsor to a.hen deemmg

- from 5 to 7 years ‘0.71 047 024 - 2.89 ".'1‘.88‘ 101

Social Security: Dependent benef
for retlrees between 62 and 65

Tier 2 Subtotal

Tier 1+ Tier

Tier 3 Offsets

EITC: non-re51dent aliens and - o
DOD reporting. - . 032 032 . 090 090
Gambling withholding and © 099 099 176 176
réporting requirements - . L L
4% gamblingexcise tax -~ © 316 316 .~ 734 734

- Dependent Care Tax Credit phase

out for AGI of $90,000-$110,000 - :
S Tier 3 subtotal 525"
. Tier1 + Tier 2 + Tier 3’ :

" Estimates for Tier 1 and Tier 2 alien decmmg are unreviewed HHS cshmates Esttmates for the

Social Sccum), provision are 5-year CBO cstimates extrapotated to 10 years. First five year révenue
estimates are from Treasury. Second five year numbers are from HHS.

3/25/04 11.54 A




5

© (dolMars in billions) . . "

Fed. State Fed. - State

Total Share Share Total Shate Share

CTier1Offsets . . __ = | 665 462 203 2454 1536 9.18

" Welfare Reform Option 1 - - 6.69 629 040 2564 2546 018

"Net Costs:

~ Possible Matching Rate Adjust. * 163 163 -+ 900 9.00

Net Costs With Matching Rate |
- Adjustment.

Estimates are unreviewed HHS estimates.



I ““(dollars in billions)
. R 5Years 10 Years
' .. “Fed. ‘State-- - Fed. State
Total Share Share- Total Share Share

Tier1&2Offsets . 909 682 227 3166 21.47° 1019

.Possib]eWelfareRefqnﬁ' _ . S : CoL . T
Package - . 918 758 160 3283 2842 441

| _Net Costs“

. Possible Matching Rate Adjust. - -0.67 0.67 - . -578 - 5.78

. - _Net Costs With Matching _R'ate :
Adjustment.

Estimates ara unreviewed HHS ashmates.

‘ [.«L Adse

oz few P
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Total Offsets For Welfare Reform Compared to Net Costs Over 10 Years

1

~ $70bil - R | S "
' ‘Offsets = S , - Spending Options .
$60 bil
$50bil 4 '
$40bil - | o
g . Revenugs |  1ier3
= Reinventing Government
@ i —— Two Parent Provisions
| $30 bl.l- -+ Soci‘él\ Security 'fierz and wf:‘:}t:’)llstfr%tio;}
7 yeaf deemirig
oo bil | |Eacap |
. Parental
iq hil .| Responsibility _
510 bil = Work and Parental Responsibili
: "5 yeaf |
o deeming -
sobil T _ _
. . Offsets’ .~ . Option1 - Option2 -~ Option 3. Option4 Option 5

Federal and State Costs and-Savings [

IMarch.Z] PM unreviewed estimates-

3

P



$60 bil — - o
: - Offsets
- $50b1l -
;
$40 bil |-
é -
£ $30 bil
o -
= : Tier 3
. Revenqes :
820bil 4+ | . |
] [soci security
7 year deeming
| U EAk
$10 bil + | rpen _
' P;nnta:lResP?Mlhmy Tier 1l
: 5'yéar
$0 bil .| deeming
' Offsets

1

2,
5 -

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

: S—p'_en_ding Options

Work and Parental.Re

spoﬁmbﬂxty

Option 1

Option2 ~ Option 3 Option4  --Option 5

March 21 PM unreviewed estimates



o 'S.t_'ate Savings Resulting Offsets For Weélfare Reform )

. - : | Compared to State Costs Over 10 Years - '

. 'rSavings L SR N :

s12bil — from Offsets

$‘]0'bll ) i Tier 2’ ' | . - _ o

: 58 bil 1 ' Tier1 ‘ ) . .
) | 5 year.: ’ ; . B |
' L 'deﬁ‘miﬁg. | ‘ |
= $6bil - : S -

$abil || - . o . |

: | Parental i : o | S . rl
. X Responsibility : Ny _ | |

$2 bil .+ | ._

Tosobil Al 3 » | |

Option 3 Option 4

‘ March 21 PM unreviewed eslimates

4 . . . fl .

-



Maintaining Fiscal Shares

Make full Federal Financial Participation contmgent on States movmg people
into pr1vate sector }obs in a timely manner. For example,

- Over time match rates in JOBS and WORK could dechne for people on
- the rolls for excessive lengths of time to encourage placement of AFIC
rec1p1ents in private sector-jobs. - :

-. - Matching rates could be based on the length of time it takes a State to
estabhsh paterruty ' ‘

Mamtam current matchmg rates for ]OBS and apply the same rates to the
WORK program .

~ Maintain automatlon match rates at the. standard admmlstrahve matchmg
‘rates to encourage efficient use of federal funds and guard against cost
allocation schemes. ‘

‘Mai_ntain.turrent: law CSE match rates of 66%. Retarget current incentive
.payments to reward. States for achieving desired outcomes. .



Welfare Reform :Financih'g Options

. Dollars in Billions |
. " 5Year | 10 Year
4/11/9416:45 "' . Total ‘Federal ' State .  Total Federal State
- Summary: o
A. Program Savings. - .. 564524 040 1683 1503 180
B. Enforcement Savings =~ 207 207 000 427 427 000
C. Extend Expiring Provisions * - . - 210 210 000 1146 1146 000

T—otél: Financing Opt’iohs‘

DRAFT. 1



| Welfare Reform Finaﬁcing Options

" Dollars in Billions .
5Year "~ 10 Year

4/11/9416:45 o | Total Federal State  Total Federal State
~ A. Program Savings

* Limit Emergency Assistance L .150 150 0.00 400 400 000
* Make Current 5 Year SSI-Deeming Rules

Permanent and Extend to AFDC and Food .

Stamps. After 5 Years, Continue Deeming for

those Sponsers with AGI > 40K for 10 yearsor -~ . . . -

Citi'zenship. Limit Assistance to I’RUCOLS. 220 180 040 870 690 180
+ Income Test Meal Relmbursements to Fanuly : o _ o o :

Day CareHomes . .- - 057 057 000 172 172 0 000
* Limit Deficiency Payments to Those Making ,

$100K or More from Off-Farm Income per Year =~ 0.61  0.61 0.00 1.31 131 - 000
. 'Fair Transaction Coéts with Graduated Imei'ést LY S - ,(,,Qf . .

Rates for Early Redemption of Savings Bonds . 076 076 000 - 110 110 - 080

Sublolal

 B. Enforcement Sa\ringS" - o

EMC: . . o . .
' Deny to Non-Resident Aliens * 013 013 0.00 .033 033 0.00
e Require Reporting for DOD Personnel . 016 016 000 040 040  0.00
‘ Gambhng _ R :
* Increase W:tholdmg on Gambl:ng erungs . _ L : : .
'>55m<m 36% - S 032 052 000 - 078 078 . 0.00
._wnhholdingkare of 28%0n Keno, Bingo, Slots 025 025 . 000 032 032 000

. Reqmrelnformatlon ReporhngonWmmngs o . T
| >$10K from Gambling - | o022 022 000 - 061 061 000

Treasury currently reviewing this estimate.

DRAFT



“

- Welfare Reform Financing Options

Dollars in Billions

: S : 5Year 10 Year
4/11/941645 ‘ Total Federal State  Total Federal 'State
_- Lirnit Tax Deferred Annu:ty Interest Bmld-Up S IR , .
of 100K /50K § per Year Annuities” o . 080 080 000 .183 18 000

Subtotal :

~C. Extend Expiring Provisions*

>
. o "o;o \'JP
» Hold Constant the Portion of Food Stamp
-Overpayment Recovenes that States May S . - - :
Keep 005 005 000 - 012 . 012 000
'+ Fees forPassenger Processmg and other Custor% - LR e -
- Services S 000 000 000 104 L4 000
"« Extend Railroad Safety User Feesoggk“‘- 016 Q16 000 - 041 041 000 . .
- , O - . . . . PR - .
o, .

* Guarantee the Securities Issued in Connection . - o .
with VA's Direct Loan Sales -~ _ - 008 008 000 016 016 . 000

. lncrease the Housmg Loan Fee to 3% for Mulhple :
- use of the guaranteed home loan program when . : :
there is less than a 5% downpayment - 003" 003 000 - 014. 0. 000

o Increase the Housing Loan Feé on most guaranteed
Loans by .75% (i.e., no downpaymentloan fee T )
increased from 1.25% to 2.00%) 014 014 0 0000 v 078 078 0.00

Extend VA's Aumoﬁty to Consider Resale _

Losses in Determining Whether VA Should Fay

the Guarantee or Buy the Foreclosed Property and : ' E

Resellit - 002 002 - 000 009 009 - Q00.

Collect the Cost of Treating Service Connected N
" Veterans for Non-service Connected Conditions R _
from Health Insurers . - : 039 03% . 000 295 295 000

* Some sav mgs requxre addmonal adm1mstrat:ve effort which may have dlscrcnonary costs.
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‘Welfare Re'lform Financing Options

Do!lars in Billions . =
- S  5Year 10 Year - - -
4/11/94 16:45 . - ' Total Federal State Total Federal State
* Collect Per Dlems and Copayments from Certain L . i i
Veteran's for Non-service Care - , 0.05 005 . 000  031- 031 000 -
» VA pensions and Medical Care Cost Recovery.
Verify veteran's self-reported income data with . : : ‘
the IRS and SSA S 021 021t 000 135 135 000
' . Cap means—tested pension beneflls at $90 per
month for veterans and survivors who receive o
Medicaid nursing home benefits. : 019 019 N/A* 130 130 N/A ™
* Round down monthly benefit levels and provide. . - : "
" reduced COLAs to beneficiaries grandfathered - - o
into the new survivors program. : o0 0o 0.00 198, 198 000
'+ Maintain GI benefit COLAS at 50%, which |
was to have been a full COLA in 1994 but was eliminated .~ = o )
and reduced by 50% in 1995 in OBRA93 015 015 0,00 0.83 083 000

Subloial

Total: Financing Options

Possible Alternative

¢ Gambling Excise Taxat4% . - - 316~ 316 000 . 721 221 000

" This proposal represents a shift from federal VA costs to federa] / state Medicaid costs. States wou]d
~ bear the cost of the federal savmgs

DRAFT ¢



Limit

Welfare Refb_hin Financihg-Options

Ptograin‘ Savings
Emergency Assistance |

5 year Federal savings: $1. 5B " 10 year Federal savings: $4.0B -
cap each State’s AFDC emergency assistance expenditure at. FY 1993 levels

- {with inflation adjustments for future years), or .

- limit spending to 3% of a State’s.total AFDC benefit. payments from the past .

year (a grandfather clause could protect States with large funding d:ops)
specifics of this proposal are still under development. :

Tighten Sponsorship and Ehg:b:hty Rules for Non-C:tzzens |

§S1, AFDC and Food Stamps requlre that part of a legal imrmgrant sponsor’s income
is deemed available to the immigrant for a limited time, skould he/she need public
assmtance The followmg tightens beneflt ehg:blhty for non-citizens:

5 year Federal savings: $ 1.8B 10 year. Federal savings: $69 B
change the deeming period for AFDC and Food Stamps from three to five
years, and permanently extend SSI's five year. deemmg prowsmn w}uch
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 PRUCOL eligibility criteria in the SSI, AFDC, and Medlcald programs ,
similar to the nghter Food Stamps criteria. - : _

-

' !ncome’Test Meal Reimbursements to Family Day Care .Homes" .

5 year Federal savings: $57B - . 10 year Federal savmgs $1.72B

Family day care homes in low-income areas would receive relmbursement
for all meals at the “free meal” rate.
Other homes could choose between

7 (a) not means- teshng and thus Teceiving reduced pnce rates, 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.



Limit Deﬁczerzcy Payments to Those Making $100 000 or More Annually From Off
Farm Income

5 year Federal savmgs $ 61 B 10 year Federal savings: $131B
Producers receiving $100,000 or more in off-farm adjusted gross income
f‘would be ineligible for Commodity C:eth Corporat:on (CCC) crop subsidies.
Graduated Interest Rates- for Early Redemption of Savmgs Bonds ]
5 year Federal savings: $.76 B 10 year Federal savings: $1.1B
New savings bonds issued would mxtxally yield 2% mterest which would

gradually rise over 5 years to 4%. . ce
~» . Current outstanding bonds unaffected. - | R

~B.  Enforcement Savings-
Deny EITC to Non-Resfdent Aliens

*  Syear Federal savings: $.13B 10 year Federal savings: $.33B
. Deny EITC to nonresident aliens such as’ fore1gn students, professors etc.

Reqﬁ:r_e Incqme Reporting for DOD Persunnel, for EITC Purpos_es

*  5year Federal savings: $.16 B 10 year Federal savings: $ 4B

. Farnilies living overseas and on acnve mllltary duty would become EITC
eligible. :
. To finance this, and produce above savmgs DOD would report nontaxable

earned income (such as subsistence and living quarters allowances) paid to
military personnel overseas and state51de This is counted for EITC purposes.

_ Increase Withholding Rate on Gambhng Wmnmgs

. 5 year . Federal savings: $ .52 B : 10 year Federal savings: '$ 78B _
. Increase the withholding rate of 28% to 36% for gambling winnings over
$50,000. The odds of winning would be irrelevant.

!

Withhold 28% From Keno, Bmgo and Slot Mackhine Wmmngs

. 5 year ] Federa] savings: $.25 B 10 year Federal savings: $ 32 B
*  Impose 28% withholding on winnings over $7,500, regardless of the odds.
(No Wzthholdmg is currently done:j



[ ]
.

V-

- Informatwn Report:ng on Gamblmg Wmmngs

5 year Federal savmgs $ 28 10. year Federal savmgs $.61B

~ Requires reporting on gambling, bingo, slot and keno winnings of $10, 000 or

more, regardless of the betting odds. -(Reporting is currently requtred at
various winning thresholds, if odds are 300:1 or more)
State Iottenes exempt. ..

Limit Ta:r Deferred Intérest Bu:Id Up of Large Annu:tzes

5 year Federal savmgs $8B - 10 year Federal savmgsl $1.83
Prohibit tax deferral ori interest accruing to annuities that pay. annual ,
incomes over $100,000 for couples $50 000 for smgle persons.

C. Extend Explnng Provisions

- Hold Constant the Food Stamps Overpayment Recavenes Stntes May Keep

5 year Federal savmgs $ 05 B 10 year Federal savmgs $.12B
Extend 1990 Farm Bill provision Iettlng States keep 25% of Food Stamps

‘recovered ‘due to fraud/intentional program violations.

Extend the provision letting States keep 10% of Food' Stamps recovered due to
other unintentional errors. '
This provlsmn 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 sawngo $0B 10 year Federal savings: §$ 1.04 B
Extend the flat rate charge for merchand1se processmg and other U.S. customs
services.

The current fee structure, extended by NAFT A, expu-es after FY2003

Extend Railroad Safety User Fees

5 year Federal savmgs $ 16B " - 10 yéar Féderal savings:- $.41B -

Extend (and expand) railroad safety inspection fees,

| - The provision would extend the fees through FY04. Currently they are set to

explre in FY1996.

1 Preliminary staff estimate, based on extrapolation of priot year savings.
. i - 3 v . ) 1



V'eterlans: ' o - - . o o o
Guarantee the 53curifies Issued in 'Connection with VA's Dir'ect‘ Loan Sa!es
5 year Federal savings: $ .08 B . 10 year Federal savmgs $.16 B

_-Currently, VA may sell its direct loans (i.e,, mortgages held by VA) to the
. - Secondary market. Secondary market institutions package these mortgages

into securities’and sell them to investors. VA has the authorxty through . ... -

December 1995 to guarantee investors the timely payment of 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 mcreased costs due to mc:reased default habxllty of this -
-~ proposal. - -
« 7 Permanently extendmg this provision would sustain the current higher price - -

- paid to VA for the1r direct loans sold to the secondary market.
- Increase Housmg- Loan Fee for Multiple Use of the Guaranteed Home Loan Program

5 year Federal savings: -$ .03 B .10 year Federal savings: $.14B
The loan guaranty program, established to promote home-ownership among
returning WWII GI's, guarantees mortgages made by private lenders to
- veterans, active duty service persons, and selected reservists.
¢ There is no limit on how many times 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 permanent]y extend the 3 percent fee for multzp]e use
. when there is less thana5 percent downpayment :

Increase Housing Loan Fee by .75 percenr |
5 year Federal savmgs $.148 - 10 year Federal savings: $.78B

Fees on VA guaranteed home loans decrease as the downpayment increases .
and can be financed as part of the loan.

« - OBRA93 increased the fee on most guaranteed home loans by ?5 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 while contmumg to offer
veterans a downpayment 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 significant to beneficiaries.) :



Extend VA s Authoniy to Consider Resale Losses on’ Loans

. 5 year Federal savmgs. $.02B" : 10 year Federal savmgs $.09B

. When a private lender forecloses on a VA guarantee property, VA uses a
formula to determine whether it is more cost-effective to: (1) acquirea
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 losses on the resale of a foreclosed property through FY98.. Thls

~ is consistent with the acquisition. decnswnmakmg of pnvate mortgage

insurers who consider resale losses.

. This proposal would make permanent the inclusion of potentlal losses on the
resale of a foreclosed property in the formula :

Med:cal Care Cost Recovery Progmm Th:rd Party Health Insurance
Reimbursements. . _ :

, 5 year Federal savmgs $ 39B . 10 year Federal savings: $ 295 B
+  In 1986, VA received permanent authonty to-collect reimbursement for the
cost of care from health insurers of nonservice-connected veterans. OBRA
1990 expanded this authonty to allow VA to collect reimbursement from
~health insurers of service- connected veterans for treatment of nornservice-
connected conditions.
OBRA 1993 extended the service- connected authonry to the end of FY 1998
This proposal would make this authoraty permanent. IR S

- Medical Care Cost Recovery Progmm Per Dlems and Prescnptmn Copaymenis

. 5 year Federal savings: $.05B. 10 year Federal savings: $ .31 B

. OBRA 1990 authorized VA to collect hospital and nursing home per diems .
and outpatient prescription copayments frem certain veterans for treatment
of their nonservice-connected conditions. =~ . -

e OBRA 1993 extended this authority to the end of FY 1998

. ThlS proposal would make this authority permanent

VA Pensions and Med:cal Care Cost Recovery Progmms Income Verification |
Match | - | : o

*  Syear Federal savmgs $ 21B 10 year Federal savmgs $1358B

. Under current authonty, VA has access to TRS tax data to verify income

- reported by VA pension and medical care beneficiaries. VA’ s pensxon and -
medical care programs are means-tested.

L. For pensions, the proposal would improve program mtegnty by reducing

overpayments that occur when seif-reported income-is the only information

5 .




" used to verify eligibility. For medical care, the proposal would allow VA to

more effectively tdentl.fy a.nd collect copayments from higher income
‘veterans. ,
This proposal would make tl'us authorlty permanent

VA Penszon Beneftts for Veterans and Spouses in Medxcmd Nursing Homes

5 year Federal savmgs $ 198 10 year Federal savings: $ 13B.
" VA pensions’is a means-tested-program which-provides monthly cash = =
‘support to ehglble veterans or their survivors, OBRA 1993 extended through_

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

‘beneficiaries receiving Medicaid nursmg home benefits. - _
This proposal does not affect the pension beneficiaries. It reduces the amount o
-of income that the beneficiary would have to turn over to the Medicaid

program to help offset the costs of théir 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 Wthh is currently o

scheduled to explre in FY1998

Round down and Reducs COLA Ad]usfment for ‘Death and Indemmty
Compensaf:on (’DIC) Benefits ‘

5 year Federal savings: $ .64 B 10 year Federal savmgs $198B
The DIC program provides monthly cash . benefits to survivors of service-
connected veterans who died during nuhtary serwce, 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.) o
Thls proposal would make t}us authonty permanent

Mamtam Montgomery GI Bzf! (MGIB) COLA at 50 Percent 7

5 year Federal savings: $ 15 B 10vyear Federal savings: $ .83 B
Servicemembers and veterans who have elected and contnbuted to the MGIB

. program receive $400 per month towatds educational benefits. Under Title

38, MGIB recipients were to have begun receiving annual COLAs increases on.
their benefits for the first time in FY 1994. OBRA 1993, however, eliminated

- the FY'1994 COLA anid reduced by 50 percent the FY-1995 COLA. :
This’ proposal would permanently reduce futire COLA increases by 50 percent
" in FY 1996 and beyond for those benehcxanes who benefited by eler:tmg to stay

in the old payment structure.



B I’_oé_si_bie Alternative,

Excise Tax on Gambling Re‘veriﬁéé
5 year Federal savings: $3.16B 10 year Federal 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%. )
. -._State lottenes would be exempt from tlus tax. _ S

e
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~ Keith Fontenot
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‘Belle Sawhill
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From: - Stacy Dean & :Chris Ellertson
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Take necessary action

. With informational copies for:

BM, KF, 5D, MR, LC, CE, RB,
VA, Menth, J. Mmank New,
Binder

Phone:. - 202/395-4686 "
_Fax: - 202/395-3910

Room: . #7026 -

~ Here’s round two of the Welfare Reform Fmancmg Options package It should

" . address most of your comments and queries, with the exception of provisions

affecting Treasury. We were singularly unsuccessful in getting answers from this
'~ quarter, but will provide updates as soon as they come through. - |
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. Welfare Reforfn_ F{naﬁcing Options:

Dolla.ﬁ in Billions

10 Year

. . ‘ P 5 Year
4/11/9416:45 ' T Total Federal. State
Summary: S P
A. Program Savings ° o 7 54 524 040
" B. Enforcement Savings 207 207 - 0.00
C. Extend Expiring Provisions ' S 2100 210 0.0

- Total: Financing Options

““Totwl Federal State

- 1683 15.03 7-1.80

427 427 0.00

1146 1146 0.00

'DRAFT 1



EITC: N T N
Deny to Ncm ReszdentAhens T 013 013 000

.Requ:reRepomng forDOD I’ersomel :'_ L 0.1.6' © 016 0.00

| Gambhng

Treasury currently reviewing this estimate.

. Increase Wlthﬁoldmg on Gambhng Wmmngs o

'>ssm< 036% . oo 052 -052. 000
J Wlthholdmg Rate of 23% onKeno, Bingo,Slots. . 025 025 000
L Reqmrelnforrmhon Repomng on Wmnmgs . e S
J | ‘_>$10K from Gamb]mg T - .o 022 0.2_2 - 000

0:33 '

040

0.78

032

| q.el :

. 0.40

_0,'?8 |

0.33

'o.laz .

061,

0.00 g

180 ..

‘Welfare Reform Financing Options |
] - Dollars in B_illl.ibns .' o
Co o . - 3Year . - 10 Year |
4/11/941645 - . Total - Féderal State Total Federal . ‘State
A. Pfogram,.,S,avings L _, -
. _I;iniifﬁmergeri\_cyﬁssistan&. | k 150 - 150 . 0.00 400 - 4.00
o Make Current 5 Year SSI Deeming Rl.i]es _. i
Permanent and Extend to AFDC and Food ) o
‘Stamps. After5 Years, Continiie Deeming for ~ + * .,
thoseSponserswi'tﬁAGI'>40Kfnr 10yearsor - . . c S .
Citizenship. Limnit ASsiskance to PRUCOLS. 02200 180 040 870 690
_' -‘l ‘Income Test Meal Relmbursements to Fanuly _ o b . :
Day Care I-Iomes T . 057 057 000 1720 172 000 .
-o Limi{ Deﬁciency Pa}nnents'tlb"l'hose Mahﬁé : : ‘ ST
$100K or r More from Off-Farm Income per Year ~ 061 061, 0.00 131 131" 000>
. IFaIr Transactlon Costs w1th Graduated Interest . .’_‘a\ o o T e < : c
Rates for Early Redemption of Savings Bonds, .~ 0.76, T 076 . 000 L 10 “ 110 0.00 -
_ ‘SI_IEAJIO,MII' o
B. Enfurcement Sa'vings

T 000

000

0.00

'0.00

w
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Welfare Reform Financing Options

. Dollars fn Billions

S : o . . 5Year - 10 Year
4/11/94 1645 " " Total Federal State - Total Federal . State
leltTax Deferred Annmty Interest Build-Up VR _ , SR
-oflOOK/SUK per’ Year Annuities’ - . 080 080 000 . 183~ 18 000

" Subtotal

C. Extend Expiring Provisions* a

09,

* Hold Constant the Portion of Food Stamp
‘Overpayment Recovenes that States May

| Kecp o - 005 005 000 - 032 0.12 0.00
- Fees for Passenger I’rocessmg and other Custorﬁ’ . o el
Services o 0.00 000 000 104 104 - 000
* '« Extend Railroad Safety User r-éesD@“- 016, 016, 000 041 041 . 000
o .

» Guarantee the Securities Issued in Connection . o .
with VA's Direct Loan Sales ) 0.08 0.08 0.00 - 0.16 o 0.16 0.00

« Increase the Housing Loan Fée to 3% for Multiple
"use of the guaranteed home loan program when- : C . : :
there is less than a 5% downpayment S 003 003 0 000 - 0 014 0.00

* Increase the Housing Loan Fee on most guarantéed
Loans by .75% (i.e., no downpayment loan fee : . . S
mcreased froml 25% to 2. DO%) S o 014 014, 000. . 078 078 - 0.00 -

+ Extend VA‘S_. Authority to Consider Resale .
Losses in Determihing Whether VA Should Pay
the Guarantec or Buy the Foreclosed Property and ) : . .
Resell it _ , - 002 - 0.02° 000 009 009 000

-+ Collect the Cost of Treating Service Connected .
- Veterans for Non-service Connected Condmons e : .
from Health Insurers . 039 039 000 295 295 000
*  Some savings require additional administrative effort which may have discretionary costs. - S

DRAFT 3.



‘Welfare Reform 'Einan'ciﬁg Qpﬁorié

Dollars in Billions -

| | o 5 Year . 10 Year |
4/11/94 16:45 o X ' Total ‘Federal State  Total -Federal State
'+ Coltect Per Diems and Copayments.from Certain | | o o _
. Veteran's for Non-service Care . 005 - 005 0000 . 031 031 0.0
* VA-pensions and Medical Care Cost Récovery. -
Verify veteran's self-reported income data thh ' S h o
the IRS and SSA : _ - 021 021 000 = 135 135 000 .
* Cap means-tested pension benefits at $50 pér
month for veterans and survivors who receive -~ ' _ _
. Medicaid nursing home benefits - 019 - 019 N/A*® 130 130 N/A*®
* Round down monthly benéfit levels and provide
reduced COLAs to beneficiaries grandfathered : ' ' . _ , ,
into the new survivors program ' 064 064  0.00 198 198 000
* Maintain GI benefit COLAs at 50%, which | -
" was to have been a full COLA in 1994 but was eliminated o . . - N
and reduced by 50% in 1995 in OBRA93 . -~ 015 035 0.00 083 083 0.00 .

Sﬁblofa!

Total: Financing Options

. Possible Alternative
~+ Gambling Excise Taxat4% o316 316, 00 721 721 000

* T}us propos.a] re.-presents a shift from federal VA costs to federa]/state Medlcaxd costs. States would
bear the cost of the federal savings. o

.- ... . DRAFT 4
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" Welfare Reform Financing Options

Program Savit_;_-gé

‘Emergency Assistance

.5 year Federal savings: 51 5B 10 year Federal savings: $4.0B
" cap each State’s AFDC emergency assistance expenditure at FY1993 levels +

(with inflation adjustments for future years), or

limit 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)
specxﬁcs of this proposa.'i are st1]1 under development

Tighten Sponsorship and Ehgzbrhty Rules for Non-Cttlzens

: SSI AFDC and Food Stamps reqLure that part of a legal 1mm1grant sponsor’s income
is deemed available to the immigrant for a limited time, should he/she need public
.assmtance The following tightens benefit ehg:bahty for non-citizens:

5 year Federal savings: $1.8B 10 year Federal savings: $6.9 B
change the deerning period for- AFDC and Food Stamps from three to five
years, and permanently extend S5I'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 PRUCOL eligibility criteria in the 551, AFDC, and Medicaid programs
smular to the nghter Food Stamps criteria. ‘

Income Test Meal Re:mbursements to Famxfy Day Care Homes

5 year Federal savings: $.57 B~ 10 year Federal savings: $ 1.72 B

Family day care homes in low-income areas would receive re:mbursement
for all meals at the “free meal” rate. :

Other homes could choose between:’

(a) not means-tesﬁng and thus receiving “reduced price” rates, 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



L:mlt Deﬁmency Payments to Those Mahng $100,000 or More Annually From O[f
Farm Income ,

5 year Federal savings: $ 61B ‘10 year Federal savﬁgs $131B
- ¢ - Producers receiving $100,000 or more in off-farm adjusted gross income
would be ineligible for Commod:ty Credit Corporation (CCC) crop . subsxd:es

Gmduated Interest Rates for Early Redemptzon"of Savmgs Bands

. 5 year Federal savings: $ .76 B 10 year Federal savmgs $11B

*  New savings bonds issued would mltlally y1e1d 2% interest, wluch would
| gradualiy rise over 5 years to 4%.

e ‘Current outstanding bonds unaffected.

©°  B. EnforcementSavings’

- Deny EITC to anlRésfdeht Hljens

*.  5year Federal savings: $.138. 10 year Federa] savings: s 33B
. Deny EITC to nonres1dent aliens. such as foreagn students, professors, etc.

| Requ:re Irzcome Reportmg for DOD Pe'rsonnel for EITC: Purposes

-®»  Syear Federal savings: $. 168 10 year Federal savmgs $4B

*  Families living overseas and on actlve rml:tary duty would become EITC
- . eligible. :
. To finance this, and produce above savmgs, DOD would report nontaxable

" earned income (such as subsistence and living quarters allowances) paid to. -
" military personnel, overseas and stateside. This is cnunted for EITC purposes.-

Increase .Wzthhoidmg Rate on Gambhng W:nnmgs

| 5 year Federal sawngs $.52 B 10 year Federal savmgs $ 78B
¢ Increase the withholding rate of 28% to 36% for gambling mnmngs over
$50,000. The odds of mnmng would be u'relevant ’

Wlthhaid 28% From Kena, Bmgo and Slot Machme Wmnmgs
. Syear Federal savmgs $.25 B 10 year Federal savings: $ 328

*  -Impose 28% withholding on. wmmngs over$7,500, regardiess of the odds..
i - (No mthholdmg is currently done.) :



_ _-Informatton Reportmg on Gamblmg Wmnmgs ':' S

L 5 year Federal savmgs $228 10 year. Federa.l savmgs $ 618
¢ Requires reporting on gambling, bmgo, slot and keno winnings of $10,000 or
more, regardless of the betting odds. (Reportmg is currently reqmred at '
- various winning thresholds, if odds are 300: 1 or more. ) 7
s State lottenes exempt o _ _

: 'Ltm:t Ta.r Deferred Interest Buxfd Up of Large Annmt:es ;

- f' S5 year Federal savings: $.8 B’ I 10 year Federa] savmgsT $l 83
* . Prohibit tax deferral on interest accruing to annuities that pay annual’
incomes over $100,000 for couples, $50 DOO for smgle persons o Y

e

C Extend Explrmg Provusmns |
| ‘.Hold Constant the Pood Stamps Overpaymerzt Recoverzes States May Keep
.« '5 year Federa.l savings: $ 05 B . 10 year Federal savmgs $.12B

-« Extend 1990 Farm Bill provision lettmg States keep 25% of Food Stamps
.. recovered due to fraud/ intentional program violations... -

¢ . Extend the provision letting States keep 10% of Food Stamps recovered due to
- other unintentional errors. ‘.
¢ .~ This provrsmn would extend: the current recoverres rate structure Wh.lCh is set
' to expire in FY1996. - ' - : x :

L 'Pees for Passenger Proccssmg zmd Other Customs Servrces

o e 5 year Federal savmgs S 0 B , 10 year Federal savmgs :$ 1048B°

. "Extend the flat rate charge for merchand:se processmg and other U.S. customs_ 7
. services.

. The current fee- structure, extended by NAFTA expu'es after FY2003
__'Extend leroad Safety User I—‘ees . | |

<. . 5year Federal savmgs $.16 B S0 yea.r Federal savmgs $ 41B
. ¢ Extend (and expand) railroad safety inspéction fees. = _
e . .The provxsxon ‘would extend the fees through FY04 Currently they are set to.
E explrem FY1996 ' _ _ o

1 Prelimiinary staff estimate, based on extrapoléﬁo’n of prior year savings.. ©
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VeteranS'
- Guarantee the Secuntres Issued in Connecfmn with VA's Direct Loan Sa!es

5 year Federal savings: $ .08 B 10 year Federal savings:  $.16 B

Currently, VA may sell its direct loans {i.e., mortgages held by VA) to the
secondary market. Secondary market instit-utions package these mortgages -
into securities and sell them to investors. VA has the authority through

- December1995 to guarantee investors the timely payment of principal ancli

interest on the secwrities. Because this gua:antee 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 habmty of this
. proposal.

Permarnently extending this provision: would sustain the current lugher price

paid to VA for thexr du-ect loans sold to the secondary market.

Increase Housing Loan Fee for- Mu,Ihple. Use of the Guaranteed Home Loan Program.

.

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

returning WWII GT's, guarantees mortgages made by private.lenders to

'veterans, active duty service persons, and selected reservists.

There is no limit on how many times 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 fee for multiple use
- when there'is less than'a 5 percent dc-wnpayment :
Increase Housing Loan Fee by .75 percent -~

-5 year Federal savings: $.14 B o 10 year Federal savmgs $.78B

Fees on VA guaranteed home loans decrease 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 incréased from 1.25 to 2 percent). |
This proposal would permanently extend the fee increase. Incn'easmg the fee -

- reduces the taxpayers’ subsidy to this programn while continuing to offer

veterans a downpayment and fee package that would be below conventional -
loan requirements. (Because the fee can be financed over the life of the loan,
i.e., thirty years, the cost would not be s:gmﬁcant to beneﬁc:anes )



Extend VA 5 Authonty to Consider Resa!e Losses on Loans -

. 5 year - Federal savings: $.02 B ' 10 year Federal savmgs $.09B
s  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 -
“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 losses on the resale of.a foreclosed property through FY98. This
is consistent with the acquisition decxsmnmakmg of pnvate mortgage '
insurers who consider resale losses.
*  This proposal would make permanent the. mclusxon of potential losses on the
. resaleof a foreclosed property in the formula '

N Medn:al Care Cost Recovery Program Thlrd Parfy Health Insurance

. Re:mbursemenfs

- ¢ 5Syear Federal savings: $.39B -~ - 10 year Federal savings: $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 authorxty to allow VA to collect reimbursement from
health insurers of seryice- -connected veterans for treatment of nonservice-
- connected conditions.
¢ OBRA 1993 extended the serv1ce~connected authority to the end of FY 1998.
. ~This proposal would make this authority pérmanent

'Medzcai Care Cost Recovery Program Per D:ems and Prescnphon Copayments

. 5 year Federa] savings: $ 05 B 10 year Federal savmgs $.318B.
*  OBRA 1990 authorized VA to collect hospital and nursing home per diems
and outpatient prescription copayments from certain veterans for treatment -
" of their nonservice-connected conditioris. :
. OBRA 1993 extended this authority to the end of FY 1998.
*  This proposal would make this authority permanent.

VA Penszons and Med:ca! Care Cost Recovery Programs: Income-VeriﬁcatiOn,
Match - T

~*  Syear Federal savmgs $.21B- - 10 year Federal savings:* $1.35B "
*_Under current authority, VA has access to IRS tax data to verify income
' reported by VA pension and medical care benef1c1anes VA s pension and
: medical care programs are means-tested.
»  For pensions, the proposal would i improve program mtegnty by reducing
overpayments that occur when self—reported income is the only mformatxon

5":"-'



used to verify ehgﬂ:nhty For medlcal care, the proposal would allow VA to
more effectively identify and collect copayments from higher income '
veterans. =

_Th:s proposal would make this. authonty permanent

o VA Penswn Benefits for Veterans and Spouses in Med:cazd Nursmg Homes

5 year Federal savings: $ 19 B 710 year Federal savings: $1.3B
VA pensions is a means-tested program which prowdes monthly cash s
support to eligible veterans or their survivors. OBRA 1993 extended through

- FY 1998 a prowswn ‘that caps pensmn benefits at $30 per month for

beneficiaries receiving Medicaid nursmg 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 Medlcazd program,

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

This proposal would make permanent this prowsxon Wthh is currently

-scheduled to expxre in FY1998.

" Round down and Reduce COLA Ad]ustment for Death and Indemnity

Compensafzon (DIC) Benefits

5 year Federal savmgs $ .64 B o 10 year Federal savmgs -$1988B

The DIC program provides monthly cash benefits to survivors of service:.

connected veterans who died during military. servxce, 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 would ‘make thls authonty permanent ‘

" -Maintain Montgomery GI B:Il (MGIB) COLA at 50 Percent

e - Syear Federal savmgs $.15B o 10 year Federal savmgs $ 83B

" in the old payment stmcrure _

-

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 COLASs increases on
their benefits for the first time in FY 1994.. OBRA 1993, however, eliminated
the FY 1994 COLA and reduced by 50 percent the FY 1995 COLA.

This proposal would permanently réduce future COLA increases. by 50 percent
in FY 1996 and beyond for those beneflcnanes who beneflted by electmg to stay -



e ,_State Iottenes would be exempt from this tax. '“"

Possible Alternative

Excise Tax on .Gambfir':g Reveriues

e 5 year Federal savmgs $316B 10 yeé.r Federal s:;xvmgs $721B
.

“Tax gross revenues (wagers minus winnings paid out) from all gambling
~ actiVities at 4%. (Current Federal wager taxes range from 25%-2%)



-l

would drop by $20—$30 mitlion, absent the c]ause .

 WELFARE REFORM FINANCING OPTIONS

—

The proposed financing for welfare reform comes from three areas: (a) reductions

. in entitlement programs (see “Program Savings”);-(b) better enforcement of revenue
* raising measures and reductions-in tax expendltures (see “Enforcement Savings”);
“and (c) extensions of various savings provisions:set to expire in the future (see -

“Extending Expiring Provisions”). An optional provision,; should additional .
ﬁnancmg be called for, is the excise tax on gamblmg (see "P0551ble Altematlve”)

A. Prog'ram Savmgs

Limit the Emergency Assistance Program The little known AFDC- Emergency

Assistance Program (EA) is an uncapped entitlement program which is out of
control. In FY1990, expenditures totalled $189 million, in FY1995, it is estimated that
expenditures will be $644 miillion and by FY1999 almost $1 billion. While the intent
of the EA program is to meet short-term emergency needs and help keep people off - -

_welfare, States currently have wide latitude to determine the scope of their EA

programs. Recent]y States have 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 the States fund on their own such as foster care, family .
preservation, and homeless services into the matched EA program. States appear to
be funding:services that address Iong-term prob ems as well as true emergency

- needs.

EA could be modified by establlshmg a Federal matchmg cap for each State’s EA
expenditures. Two. alternatives might-be used in setting the cap: Payments could be
capped at 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 total AFDC benefit
payments incurred during the previous fiscal year, and grandfather States with
FY1993 EA spending higher than the cap amount.! (The FY1993 expenditures would

~ be used for setting caps and grandfather provisions, since using FY1994 figures rhay
-encourage States to spend more this year to mcrease the baseline.) The Federal

" 'match would continue at 50 percent up to the cap.” Under the new capped program, .

h States would also be g1ven the flexlblhry to determme thelr own definition of

1 The current grandfalher proposa] would help the Dlsmct of Co]umbla Massachusetts, New

' }ersey, New York and Oklahoma. Under the 3% limit proposal; the States most affected, abscnt thé

grandfather clause, are Massachusetts and New Jersey. Total spendmg levels for:these two States

1.



~ emergency services. This would glve the States ﬂemblhty to address various spec1al -
emergency problems. " :

Cnt:cs of this propnsal point to, the fact that much of the money is now gomg to
programs such as child welfare and homeless relief. They also note that cappmg at
~ the FY1993 level may hurt States whose spending rose in FY1994 -

nghten Sponsm'shxp and Ehg:bahty Rules for Non- Cattzens " In recent years, the
number.of non-citizens lawfully residing in the U:S. who collect SSI has risen very
dramatically. Aliens rose:from 5 percent of the SSI aged caseload in 1982 to over 25
percent of the caseload in 1992. Since 1982, applicatioris 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 relatives. Currently’'47 -
percent of aliens on SSI apply in their fourth year in the U.S. Until this year, current
law required that for 3 years, the portion of the sponsor’s income in excess of 110 '

. percent of poverty be "deemed” as available to help support the legal aliens should - o

. they need public assistance. Last fall, to pay for Unemployment Insurance (UD)
extensions, Congress extended the SSI deeming penod {rom 3 years to5 years untﬂ
PY199'7 when itreverts to 3 years - : '

The House Repubhcan welfare reform bill fma.nces its reforms by denymg all
means-tested benefits to non-citizens other than refugees and immigrants over 75
who have been in the U.S. for over 5 years.. This proposal -which cuts off AFDC,
Medicaid, Food Stamp and other program benefits in FY1996, would save about $21
billion over five years in combined State/Federal dollars. Since undocumented .
immigrants are already barred from collectmg most 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 lega! aliens are required to pay taxes and may
contribute to the economy with their labor and techmcal expertise.

The most modest proposal would be to extend the's year deemmg prov;sxon

| ~ permanently for the SSI program and apply the same 5 year rule to Food Stamps and

AFDC'programs. (Currently, Food Stamps 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 1mm1grants
who applied for stays after the date of enactment. Current recipients would be
grandfathered as long as they remained continuously eligible for benefits. Those
currently in the deermng period would not have thls period extended

Another option would be to deerit until the 1mn‘ugrant became a citizen. This latter

option has the virtue that'it draws a clear-and logical policy line--deem to
citizenship. If sucha pohcy were adopted Immxgratxon and Naturahzatxon Service

2 .
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(INS) proposals to speed and sunphfy the anzensh1p process xmght need to be
modified by dropping cumbersome language requirements for the elderly. Under -
both proposals, aliens’ Medicaid eligibility could be affected due to the. Jcategoncal
ehglbxhty of AFDC and Fo-od Stamps rec:plents for Medicaid.

Those who support changes to 1mm1grants’ benefit eligibility argue they are based
on long:-standing 1mm1granon policy that immigrants should not become public
charges.” Sponsored immigrants are different from most citizens in that the latter

typically spent their life working and paymg taxes in-the U.S. At the same time the |

proposal-ensures that truly needy sponsored immigrants will not be denied we]farej;
benefits if they can establish that their sponsors are no longer able to support them.
" The policy would not affect refugees or asylees

" Critics of this proposal argue that 1t feeds the already henghtened hostﬂlty toward
immigrants. A sizeable fraction of the 1mrmgrants come from poor.countries,
espedally Mexico, and while the sponsormg family may not be poor (in which case
deeming would have no effect), their incomes may not be particularly high.
Attaining citizenship can be especially difficult for elderly persons. The Hispanic -
Caucus and & sizeable number of immigrant and religious groups are deeply
troubled by any proposals affectmg immigrants. \

The second element of this prOposal conforms eligibility cntena for all categories of
noncitizens under the four Federal programs.. Currently, due to different eligibility
criteria in statute, and litigation over how to interpret statutory language, the four
Federal programs.do not cover the same categories of noncitizens. The Food Stamp
program has the most restrictive definition of which. categories of noncitizens are

- eligible for benefits (i.e., the eligibility criteria encompass a fewer number of

immigration statuses). ss1 and Medicaid have the most expansive definition of ‘
which categories of noncitizens are eligible for benefits, and the AFDC program falls
between these extremes. This proposal creates eligibility criteria in the SSI, )
Medicaid, and AFDC programs similar to the criteria that currently exist in the Food
Stamp program. The new list of immigration statuses required for potential .
eligibility for the.SSI, Medicaid, and AFDC programs would also be the same as
those listed in the Health Security Act. Savings from.conforming the various’

welfare eligibility rules for different classes of immigrants to the Food Stamps rules L |

- are included- in the cost eshmates for extend:ng deermng
Income Test Meal Reimbursements to Family Day Care Homes . The Child

Care Food program provides food subsidies for children in two types of settings:
+ child care centers, and family day care homes.2 They are administered quite -

‘et

' 2 The subsu:iy rate for lunch served in farm!y day care homes is $1.48 in the 1994 schoo! year.
The submdy rate for a cthd care center lunch is $1.87 in the 1994 sehoo! 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 low-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 funding levels have been growing at a
-modest rate, the family day care funding levels are growing rapldly—-lﬁ 5 percent

between 1991 and. 1992. S
" The followmg approach better targets the fam11y day care f-undmg to low-mcome
children and creates minimal adrmrustranve reqmrements for providers.

. Famlly day care homes located in low-income areas (e.g., census tracts where
" -half of the children are below 200 percent of the poverty line) would receive
. $.84 and $1.67 in breakfast and lunch reimbursements, respectively, during
school year 1995. This is roughly equivalent to ‘the “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-
test. If they elect this option, they would 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” rate. Meals served to children above .
185 percent of the poverty line would be reimbursed at the reduced price rate.

»  Intermediaries that serve family day care homes in low-income areas would
be reimbursed an extra $10 per month for ongoing administrative costs and a
$5 million setaside would help such day care homes to become licensed (or -

registered). o

Critics of this proposal will argue that it'may hurt children because family day care
programs may drop out of the program. However, since the reimbursement would
fall only shghtly, and only for homes in well-to- do-areas this seems rather unllkely. -

Limit Deficiency Payments to Those Makmg $100,000 or More From Off-Farm
Income Per Year USDA farm programs are criticized for unfairly supporting
large farms and wealthy producers rather than smaller farms and lower-income
farmers. The Congressional Office of Technology Assessinent 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. adjusted gross-income ineligible for Commodity Credit Corporation (CCC) crop .
subsidies (price support loans and income support payments). The proposed
targeting of subsidies would direct farm payments to smaller, family farms; which
deserve Federal financial help more than large agricultural enterprises. 1t would



cause an esumated 1-2 percent of program part:cnpants to drop out of USDA farm |
programs. Most of these wealthiest participants include corporations and
individuals for whom farmmg is not a pnmary occupahon or source of income.

Graduated Interest Rates. for Early Redemptwn of Savmgs Bonds ‘ The Savmgs..
- Bond program is intended to provide a safe and attractive long-term investment -
opportunity for individual savers, and a-cost effective form of public débt financing.
Savings Bonds pay at least 4 percent interest (possibly higher after 5 years if market
Tates are higher) and may be redeemed on demand, without penalty, after 6 months.
Each year; 40 percent of the bonds rédeemed were outstanding for oné year or less
(65 percent were 3 years or less). ‘For these "early redeemers,” the Savings Bond - - o
program is overly generous and, due to the relatively high transaction costs, is not a
cost-effective mieans of debt ﬁnancmg Although Treasury does not maintain.
statistics on - who purchases savings bonds, there is no reason to beheve that a
disproportionate share of such investors are low -income.

‘This proposal would eliminate the 4 percent mterest ﬂoor enacted in 1976 below
“which Treasury cannot lower the guaranteed rate. Treasury would i issue new bonds
with a 2 percent guaranteed rate that would rise, over a 5 year period, so that the.

~ curnulative percentage yield would reach 4 percent at the end of the fifth year.
Graduated guaranteed rates have been used successfully in the past to make the

- yield to early redeemers similar to private market alternatives. It would have no
effect on {a} Savmgs Bonds already outstanding or (b) Savings Bonds held for at least
5 years. No change is proposed to the market-based rates that apply after 5 years.

, Prehmmary indications are that Treasury supports this proposal

B, Enforcement Savings

Deny EITC to Nonresident Aliens  Under current law, non-resident aliens may
teceive the Earned Income Tax Credit (ETTC). Because non-resident taxpayers are

- not required to report their worldwide income, it is currently impossible for the IRS

to determine 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 v151t1ng foreign students and professors

Require Income Reporting for DOD Personnel, for EITC Purposes - Under
current law, families living overseas are ineligible 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 raise net revenues, the DOD would be required to report the
nontaxable earned income paid to military personnel (both overseas and states-side) -
on Form W-2. Such nontaxable earned income-includes basic allowances for
subsistence and quarters Because current law provides that in'determining earned .’
‘mcome for EITC purposes such nontaxable earned income must be taken into

L



_account, the additional information reportmg would enhance compha.nce with the '
. EITC rules. The proposal is Suppoﬁed by DOD. ,

thhholdmg on Gambhng Wmnmgs Current rules require w:thholdmg ata
rate of 28 percent on.proceeds from a wagering transaction if the proceeds (amount
received over amount wagered) exceed $5,000 and are at-least 300 times the amount
“wagered (i.e., odds of 300:1 or higher). For lotteries, sweepstakes or wagering pools,
- proceeds from a wager of over $5,000 are subject to withholding at a rate of 28

" - percent regardless of the odds. No withholding is imposed on"winnings from keno N

bingo, or slot machines. There are three components to t]'us revenue rausmg
: .proposal as follows: .

.. Increase Wxthholdmg Rate on Gamb!mg Winnings Over $50,000 .. The’

‘ first component of this proposal would increase the withholding rate on
certain gambling winnings from 28 percent to 36 percent. ‘The higher rate
would apply only to winnings in excess 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 revenues result from a speedup in

~ collection of tax and enhanced compliance.

«  Expand W:thhofdmg to Other Winnings The second component of the

= . proposal would imposé withholding on gambling winnings of over $7,500 .
from keno, bingo, and slot machines regardless of the odds. 'I'h1s is estlmated ‘
to raise $248 million over 5 years. '

* . Require Information Reportmg on Gambling Wmnmgs Currently,
information reportmg 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 would extend the information reporting
requirement to any wmmngs of $10,000 or more regardless of the betting -
odds: This would raise $215 m:lhon over 5 years,

L:mzt Tax Deferred Interest Buzld Up on Large Annumes - Interest on the
principal amounts of certain annuities is allowed to accumulate free of tax until
paid to the benefidiary~like the interest in an IRA. The proposal would prohibit-
such tax deferral on annuities that would pay an annual income greater than °
$100,000 for couples, or $50 000 for single persons _ :

Proponents of the proposal argue that the tax deferra] allows a substantial benefit for .
persons who have large-amounts of wealth to purchase such annuitiés. Itis possible _
to make unlimited annuity contributionis. By contrast, the contribution to an IRA is
capped at $2,000 per worker per year for people who work for their livelihood. On
the other hand, such annuities are often purchased to benefit surviving spouses
who receive insurance proceeds upon the death of the other’spouse, and new

L retirees who receive lump-sum distributions. "A powerful lobby that may oppose



the provision is insurance agents, who stand to lose the tax mducernent for a
*lucrative product. ~ _ _ _ | .

‘
.

C Extend Expn-mg Provxsmns :

.HoId Constant the Pomon of Food Stamp Overpayment Recover:es that States May
Retain = .~ This proposal would extend the 1990 Farm-Bill provision which
reduced the percentage of recovered Food Stamp overissuances retainable by State
agencies for FY1991-1995. Under this provision, which-would be extended to e
FY1996-FY2004, States could retain 25% of recoveries from fraud/intentional
. program violations (previously 50%) and 10% of other recoveries (prev:ously 25%).

States are permitted to keep some portion of the 100% Federal Food Stamp .

‘ reeovenes as an 1ncent1ve payment for pursumg fraud cases. :

_Extend Fees for Passenger Processmg and Other Customs Sermces . A flat rate
merchandise 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
entties; dutiable mail; broker permits; and barge/bulk carriers. NAFTA extended
- the MPF and other fees through September, 2003. 'I'he proposal would extend the
' fees charged permanently —

.Extend Railroad Safety User Fees ~ Railroad safety inspection fees weré 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 fees are set to expire in 1996. The

1995 President's Budget proposed to extend the fees through 1999 and expand them,
effective in 1995; to ¢over other railroad safety costs.. To help fmance welfare '
reform, the fees could be extended permanently.

Veterans Provisions:

Guarantee the Securities Issued in Connection with VA's Direct Loan Sales Under'

current law, VA has the authority to sell its direct loans {i.e.,, mortgages held by VA) .

~ to the secondary market. Secondary market institutions package these mortgages =

into securities and sell them to investors. VA has the authority through December

1995 to guarantee investors the timely payment of principal and interest on the
“securities. Because this guarantee eliminates risk to the investors, the investors wx]l

- paya higher price for the securmes Perrnanently extendmg this prowsxon would
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sustain the current tugher pnce pa.ld to VA for their dlrect loans sold to the
seconda.ry market. _

Increase Housmg Loan Fee for Multiple Use of the Guaranteed Home Loan Program

The loan guaranty program was established to promote home-ownership among
returning WWII GI's, most of whom were drafted into the military. This program
guarantees mortgages made by private lenders to veterans, active duty service _
persons, and selected reservists. There is no limit on how many times a beneficiary
can use the Home Loan Program. OBRA 1993 increased the fee'to 3 percent through
FY98 for multiple use of the guaranteed home loan program when there is'less than
a 5 downpayment. This proposal would permanently extend this'3 percent fee.

Increase Housing Loan Fee by .75 percent  Fees on VA guaranteed 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. Incteasing the fee reduces the taxpayers

subsidy to this program while continuing to offer veterans a downpayment-and fee
package that would be below conventional loan requirements. Because the fee can
be financed over the life of the loan (x e., thlrty years), the cost wouId not be
significant to beneflaarxes :

Resale Losses on Loins When a prxvate lender forecloses on a VA guarantee
property, 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 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 permanent the inclusion of potential
losses on the resale of a foreclosed property in the formula.

Medica! Care Cost Recovery Program: Third Party Health Insurance
Reimbursements. In 1986, VA received permanent authority to collect
reimbursement for the cost of care from health insurers of non service-coninected
veterans. OBRA 1990 expanded this authority to.allow VA to collect reimbursement

from health insurers of service-connected veterans for treatment of non service-

connected conditions. OBRA 1993 extended this authority through FY1998. This
proposal would permanently exlend collection authonty beyond FY1998

. Medical Care Cost Recovery Program:’ Per Diems and Prescnpt:on Copayments

OBRA 1990 authorized VA to collect hospital and nursing home per diems and

. outpatient prescrlpnon copayments from certain veterans for treatment of their non

service-connected conditions. OBRA 1993 extended this authonty to the end of

L
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FY1998. This proposal would permanently extend oollectlon authonty beyond
FY1998.

VA Pensions and Medical Care Cost Recovery Programs Income Venfzcahon .
Match.. - Under current-authority, VA has access to IRS tax data to verify income
reported by VA pension and medical care beneficiaries. VA's pensxon and medical
care programs are means-tested. For pensions, the proposal would improve
program integrity by reducing overpayments that occur-when self-reported income

~ is the only information used to verify-eligibility. For medical care, the proposal

- would allow VA to more effectxvely 1dent:fy and collect copayments ffom higher
income veterans. The current provision expires at the end of FY1998. Thls proposal
would permanently extend collection authonty beyond FY1998

VA Pension Benefits for Veterans and ‘Spouses in Medicaid Nursing Homes
- VA pensions 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 benefits at-$90 per month for beneficiaries receiving
Medicaid nursing home benefits. This proposal maintains the $90 monthly cap,
reducing 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. On the other
hand, savings accrue to VA, which reimburses the Medicaid program less. These
savings are:(1) net of the lost receipts to the Federal Medicaid program, and (2)
represent lost. receipts in the States' Medicaid programs. This propos:ﬂ would
_ permanently extend this OBRA provxsmn o

Round Down Benefit and Reduce COLA Ad}ustment for Death and. Indemmty
Compensation (DIC} Benefits 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 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 would permanently extend VA’s authority to round down the

- benefit levels to the nearest dollar and reduce future COLAs by 50% for ‘
grandfathered benefxcaanes . '

Reduce ‘Future Monfgomery GI Bill (MGIB) COLA- Increases - Service members
“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 1994. OBRA 1993, however, eliminated the FY 1994 COLA and reduced by 50%
the FY 1995 COLA. This proposal wouId permanently reduce future COLA mcreases'
by 50% in FY 1996 and beyond ' _ _ _



Possible Altematlve

4 Percent Excise Tax on Revenues fram Gamb!mg Certain wagers authorized
- by State law are currently taxed at a rate of (.25 percent, and unauthorized wagers at
a rate of 2 percent. That tax is calculated as a percentage of the amount wagered.
Only wagers on sporting events or contests, and pools and lotteries conducted for-
profit, are subject to tax. The tax does not apply to drawings conducted by nonprofit
organizations, games where winnings are determined in the presence of all persons
placing wagers (such as table games, bingo, and keno), parimutuel betting licensed
under State law, wagers made using coin-operated’ devices, and State lotteries. ‘The
proposal is to place an excise tax on gross revenues (wagers less winnings paid out)

~ from all gambling activities except State lotteries. If 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, whﬂe a3 percent rate would raise roughly $2.4
blllmn Yy _
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- Welfare Reform lfirjancin'g_ Options" :

Total: Finan_cing -0ptions

) Dollarsin‘_Bil]ioné
C 5 Year 10 Year
4/11/94 16:45 Total Federal State: - Total Federal  State
" Summary: : 3
" A. Program Savings” 564 524 040 1683 1503 - 180
" B. ‘Enforcement Savings 207 - 207 000 427 427, 000
C. Extend Expiring Provisions 210 210 000 1146 1146 000

- DRAFT 1



- Welfare Refqmi'Finéhjciﬁg Opﬁo_ns :

. Dollars in Billions
- 4 ' - 5 Year | - . 10 Year
: ?4/11[94 1645 - - Total - Federal State Total Federal State
A Program Savmgs
« Limit Emergency Assmtance ‘ S 150 © 150 0.00 4.00 4.00 0.00
¢ Make CurrentSYear ss! Deeming Rules
- Permarient. and Extend to AFDC and Food
Starnps. After 5 Years, Continue Deemmg for '
those Sponsers with AGI » 40K for 10 yearsor =~ : _ '
Citizenship.. Limit Assistance to PRUCOLs. 220 1.80 040 , 870 - 6.90 1.80
. lncomeTesf Meal Reimburseménis'to Family - - ' ) R o . R
- Day Care Homes . _ 057 057 000 172 172 000 .
. Limj_t. Deﬁcienr_y Payments to Those Making R s
$100K or More from Off-Farm Income per Year 061 061 000 131 . 131 000
» Fair Transaction Costs.with Graduated Interest . .3\ : ) R4 C .
. Rates for Early Redemption of SavingsBonds . - 076 076 000 110 110 000

Subfotal

B. Enforcement Savings

EITC: : . : ‘ S : .
* Deny to Non-Resideént Aliens * ' o 013 © 013 0.0 1033 033 000
« Require Reporting for DOD Personnel L0136 .016  000- 040 040 000
Gambhng
* Increase Withholding on Gamblmg Winnings : L
 >350Kto36% - 052 052 000 078 078 000
. Witt‘d‘:oldingRate of 28% on Keno, Bingo, Slots 025, 025 000 032 032 - 000

* Require Information Reporting on Wmmngs ' N
> $10K from Gamblmg : , - 022 . 022 000 06 061 0.0

*  Treasurycurrently reviewing this estimate.

DRAFT



‘Welfare Reform Financing Options -

i

Dollars in Billions

e S ‘ _ 5 Year o -IOYear
4/ 11/ 94 16:45 -~ Towl Federal State Total Federal State
s Limit Tax Deferred Annu;ty Inlerest Bm]d-Up o , .
of 100K /50K per Year Annuities . 080 080 000 183 183 000

Subtotal . . .

' C. Extend Expiring Provisions*

3\
00,

* ' Hold Constant the Portion of Food Stamp .

OverpaymentRecovenes that States May - o S S -

Keep - ‘ 005 . 005 000 - 012 012 - 0.00
. Fees for Passenger Processmg and other Custorﬁ : : _

Services S 000 000 000 104 104 000
* Esxtend Railroad Safery'UsefFeesé'(t;@f. 016 016 000 - 041 - 041 000

: & _

¢ Guarantee the Securities Issued in Cohhecb‘on I . - ~
* with VA's Direct Loan Sales . . 008 . 008 0.00 016 016 000

« Increase the Housing Loan Fee to 3% for Multiple
_use of the guaranteed home loan program when C : 7
there is less than a 5% downpaynient 003 003 000 - 014 014 000

e Incréase the Housmg Loan Fee on most guaranteed
Loans by .75% (i.e., no d0wnpayment1oan fee S LT :
increased from 1.25% t62.00%) © 014 0M 000 078 078 000

. Extend VA's Autho_rily to Consider Resale
~ Losses in Determining Whether VA Should Pay
the Guarantee or Buy the Foreclosed Property and S : S
Resell it , ©.002 %002 000 - - 009 009 000

« Collect the Cost of Treating Service Connected

Velerans for Non-service Connected Condmons 7 . N :

from Health lnsurers o . 039 039 000 295 295 000
" Some savings reqmre addlhonal admtmstrabve effort which may have discretionary costs.” “

DRAFT 3



Wel_fare'Reform Financing Options | -

Doll;ﬂ in Biilions

- 5 Year - 10 Year
4/11/941645 e " Total Federal . State.  Total Federal State
. Collect Per Diems and Copayments from Certain ; L : . _
Veteransfor Nen-service Care " -- : - 005 "005 . 0.00 031" 031 - 000
« VA pensions and Medical-(';are Cost Recovery.
Verify veteran's self-reported income data with o - . : ‘ §
the IRS and 8SA - _ . 021 021 0.00 . 135 . 135 000
* Cap means-tested pension benefits at $90 per
month for veterans and survivors who receive _ - : L
Medlca:d nursmg home benefifs ' 019 019 N/A ™ 130 - 130 N/A*®
+ Round down monthly beneflt levels and prowde :
reduced COLAs to benehcaanes grandfathered C oL - o
into the new survivors program o 064 064, 7000 198 - 198 000
“+ Maintain G! beneﬁt COLAs at 50%, whlch .
was to have been a full COLA in 1994 but was elxrmnated e o R
and reduced by 50% in 1995 in OBRAS3 015 0I5 -000. 08 08 000

Subfotal -
Total: Financing Options:

Possible Alternative

. Ga-rn‘l;JlingExcilseTaxat.tl‘l‘?'-"..-_ a _ T 31 _ 316 . 0.00

2

721 0.00

. 'l"hxs proposal represents a shift from federal VA costs to federal /state Medica:d costs. States would

~bear the cost of the federal savmgs

DRAFT
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T:ghten Sponsorshlp and Ehg:bzhty Rules for Non Citizens

Welfare Reform Financing Options

Program Savings “ -

Emergency Assistance

5 year Federal savings: $1.5B - 10 year Federal savings: $40B
cap each State’s AFDC emergency assistance expenditure at FY1993 levels
(with inflation adjustments for future years), or

“limit- 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 st111 under development

| S5, AFDC and Food Stamps require that part of a legal nnmngrant sponsor’s income
is deemed available to the immigrant for a limitéd time, should he/she need public -
assistance. ' The fo]lowmg nghtens benefit ehglbulty for non-citizens:

»

5 year Federal savings: $1.8 B 10 year Federa] savings:- $6.9 B

~ ‘change the deeming period for AFDC and Food Stamps from three to fzve

~ years, and permanently extend SSI's five year deemmg promswn, which
* reverts to three years until FY1997. :

deeming continues for another five years for those ahens whose sponsors

- have adjusted gross incorme over $40,000.

Creates PRUCOL eligibility criteria in the SSI AFDC, and Mechcaxd programs _

similar to the tlghter Food Stamps mtena '

[}

Income Test Meal Reimbursements to Family Day Care Homes

5 year Federal savings: $.57B . 10 year Federal savings: $172B -
Family day care homes in low-income areas would receive rmmbursement
for all meals at the “free meal” rate. :
Other homes could choose between:

(a) not means-testing and thus receiving ”reducedpriqe”'rate_s, 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.



: Lzmzt Def:c:em:y Paymer:ts to Those Makmg $100 000 or More Annually From Oﬁ‘ ;

Farm Income

5 year Federal savings: $ 61B - 10 year Federal savings: $ 131B
Producers receiving $100,000 or more in-off-farm adjusted gross income - =
would be’ mehg1b1e for Commodlty Credit Corporahon (CCC) aop subsidies.

| Gmduated Interest Rates for Early Redemptwn of Savmgs Bonds

5 year Federal savings: $.76 B - " 10 year Federal savmgs $1.18 .

K New savings bonds issued would initially. yerd 2% interest, w}uch would '-

gradually rise over 5 years to 4%.

- Current outstanding bonds unaffected. ... .

B. Enforcement Savihgs_

~ Deny EITC to Non-Resident Aliens

5 year Federal savings: $.13B . 10 year Federal savings: '$.33B
. Deny EITC to nonre51dent aliens such as forelgn students, professors, etc,

Requrre Income Reportmg for DOD Personnel, for EITC Purposes ,

S year Federal savings: $:16 B 10 year Federal savings: $ .4 B '
Families living overseas and on actxve nulxtary duty would become EITC
eligible.
« To finance this, and produce above savings, DOD would report nontaxable
earned income (such as subsistence and living quarters allowances) paid to
: _:mihtary personnel overseas and stateside. Thls is counted for EITC purposes.

Increase Withholding’ Rate on Gambhng Winnings

5 year Federal savings:. $ 52B 10 year Federal so\}ings $ 788 -

e Increase the mthholdmg rate of 28% to 36% for gamibling wmmngs over

$50, 000 The odds of winning w0uld be irrelevant.

'.Wzthhold 28% From Keno Bmgo and Slot Machme Wmnmgs

5 year Federal savings: $.25B 10 year Federal savmgs '$.32B

. Impose 28% withholding on winnings over $7,500 regardless of the odds.

(No w1thholdmg is cun'ently done)



"Informafzan Repartmg on Gambling Wmmngs |

5 year Federal savings:-$.22 B 10 year Fede:al savings: $61B
*  Requires reporting on gambling, bmgo, slot and keno winnings of $10,000 or .
more, regardless of the betting odds. (Reporting is currently reqmred at
- various winning thresholds, if odds are 300:1 or more)
. State lotteries exempt. . - o e

.o

erzt Tax Deferred Interest Buzfd—Up of Large. Annuzt:es

. 5 year Federal savings: $.8B ~ 10 year Federal savingst: $1.83
+. - Prohibit tax deferral on interest accruing to annuities that pay arinual -
incomes over $100,000 for couples $50,000 for smg]e persons

' C Extend Expnmg Provisions
Hold Coristant the‘Faod -'Srampe Overpayment Recoveries Stafes. May Keep

* 5 year Federal savmgs $.05B 10 year Federal savings: $.12B
*» ~ Extend 1990 Farm Bill provision letting States keep 25% of Food Stamps -
"~ recovered due to fraud/intentional program violations.
*  Extend the provision letting States keep 10% of Food Stamps recovered due to
‘other unintentional errors. -
*  This provision would extend the current recoveries rate structure w}uch is set
' to expue in FY1996.

Fees .‘for Passenger "Processfng' and Othe} Customs Sefm'ces

. Syear Federal savings: $ 0B 10 year Federal savmgs '$ 1 04 B

- Extend the flat rate charge for merchandxse processing and other U.S. customs
- services.

* . The current fee structure, extended by NAFIA explres after FY2003
Exfend Railroad Safety User Fees . |

e Syear Federal savmgs $ 16 B 10 year Federal savmgs $ .41 B

.- Extend (and expand) railroad safety inspection fees. -

~* _ The provision would extend the fees through FY04. Currently t.hey are set to,
: explre in FYI 996. S ,

-1 Preliminary staff estimate, based on extrapolation of prior year savings. s
R . . . 3 . ) ‘ ) o
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) Veterans:
Guamntee the Securznes Issued m Connect:on with VA's Direct Loan Safes _

5 year Federal savmgs $ 08 B . 10 year Federal savmgs. R .16 B
Currently, VA may sell its direct loans (i.e., mortgages held by VA) to the
" secondary market. Secondary market msntutrons package these mortgages -
. into securities and sell them to investors. VA has the authority through
. December 1995 to guarantee investors the tiely payment of principal and
interest on the securities. Because.this guarantee eliminates risk to the '
investors, the investors will pay a higher price for the securities.

e Savings are net of increased costs, due to mcreased default liability of this-
' proposal.
¢ Permanently extendmg this provision would sustain the current higher price

.- paid to VA for their drrect loans sold to the secondary market
Increase Housmg Loan. Fee for Muftrp?e Use of the Guaranteed Home Loan Program

5 year Federal savings: $.03B 10 year Federal savmgs $.14B
The loan guaranty program, established to promote home-ownership among
" returning WWII GI's, guarantees mortgages made by private lenders to
veterans, active duty service persons, and selected reservists.
»  There is no limit on how many times 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 a5 percent
_ downpayment.
* - This proposal would permanently- extend the 3 percent fee for mulnple use
when there is less than a 5 percent downpayment

Increase Housmg Loan Fee by 75 percenr

. 5 year Federal savmgs $.14B. 10 year Federal eavrhgs 8 78.B -

. Fees on VA guaranteed home loans decrease 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 extend the fee increase. Increasing the fee

reduces the taxpayers’ subsidy to this program while continuing to offer
veterans a downpayment and fee package that would be below conventional
loan requirements. (Because the fee can be financed over the life of the loan,
ie., tl’urty years, the cost would not be significant to benefidaries. )



Extend VA’s Authorfty to Consider Resale_ ibsses on Loans

- . 5 year Federal savings: $.02B 10 year Federal savmgs $09B
"« 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
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 losses on the resale of a foreclosed property through-FY98. This

© is consistent with the-acquisition dec:lsxonmakmg of pnvate mortgage

) _insurers who consider resale losseés. ' -

. This proposal would make permanent the inclusion of potentxal losses on the
~ resale of a foreclosed property in the formula.

‘Medical Care Cost ‘Recovery Prog'ram Th:rd Party Health Insurance
Rezmbursements

- 5year Federal savmgs $ 39B _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 authonty to allow VA to collect reimbursement from
health insurers of gervice- connected veterans for treatment of nonservice-
connected conditions.

. OBRA 1923 extended the sermce-connected authonty to the end of FY. 1998

+ . This proposal would make this authority permanent.

Medical Care Cost Recovery Program: Per Diems and Prescripfion Copayments '

e "5 year Federal savings: $ 05 B 10 year Federa] savmgs $31 B

. OBRA 1990 authorized VA to collect hospital and nursing home per diems.
‘and outpatient prescription copayments from certam veterans for treatment

~ of their nonservice-connected conditions.

* - OBRA 1993 extended this authority to the end of FY 1998

. ThlS proposal would make tlus authonty permanent. -

- VA Pensions and Med:caz’ Care Cost Recovery Progmms Income Verification

Match ' : . '

5 year Federal savmgs $ 218 10 year Federal savings: $1.35B
Under current authority, VA has access to IRS tax data to verify income
reported by VA pension and medical care beneficiaries. VA's pension and-
- medical care programs are means-tested.

*  For pensions, the proposal would improve. prog"ram integrity by reducing
- overpayments that occur when self-reported income is the only information -

5.
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" used to verify eligibility. For medical care; the proposal would allow VA to

‘more effectively 1dent1fy and collect c0payments from higher income
veterans. :
Th1s proposal would make tl'us authonty permanent

: VA Pens:on Benefxts for Veterans and Spouses in Medzcazd Nursmg Homes '__-

5 year Federal savings: $ 19B 10 year Federal savings: $ 13B
VA pensions is a means-tested program which provides monthly cash

support to e11g1b1e veterans or their survivors. OBRA 1993 extended through -
"FY 1998 a provision that caps pension ‘benefits at $30 per month for o

‘beneficiaries 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 Medlca.ld
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 pr0v151on Wthh is Currently

. scheduled to expire in FY1998.

Round down and Reduce CQ_LA Ad]ustment for Death and Indemmty

Compensarwn (DIC) Benefits

L

5 year Federal savings: $.64B - 10 year Federal savmgs $1988B

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 prowded 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 4 flat rate.) ,

" This proposal would make this authority permanent.

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

5 year ‘I:fed-erz‘xl savings: § .15 B 10 yea.f"Federa-I savings: $.83 B
Servicemermbers and veterans who have elected and contributed to the MGIB
program recejve $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 ime in FY 1994. - OBRA 1993, however, ehmmated _

the FY 1994 COLA and reduced by 50 percent the FY 1995 COLA.

This proposal would permanently reduce future COLA increases by 50 percent |
. in FY 1996 and beyond for those beneflaanes who benefxted by eledmg to stay
in the old payment structure. | : :



 Possible Alternative
Excise Tax on Gambling Rgvenues a

_5 year Federal savings: $3.16 B 10 year Federal 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%.)..

. - State lotteries woyﬂ&i be exempt from this tax.
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e Apdl21, 1994 e

sy Rebaoeny

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 Ta.x Credu
to Finance Welfare Reform :

Dear Secretary Shalala:

AF i 1 am .

- As advocates for issues c':onceming women and children, the
undersigned organizations are' very concerned about a proposal to
finance the Administration’s welfare plan by imposing an income
N ceiling on the Dependent Care Tax Credit. - This proposal, which would
esid o phase out the credit for taxpayérs with household incomes above
$90,000 -- amounts as low as $65,000 are also being considered -- is
problematic because it raises serious issues of eéquity and because it will
result in one 1mportam federal child care program receiving funding at
the expense of another. While we applaud the Administration’s efforts
to increase child care support for the. working poor.and- understand the -~
difficulty in locating the resources tc fund such initiatives, we ueueve
financing should be accompllshed in an equitable manner.

Accordmgly, we urge you to. re_]ect the proposed mcome ceiling ‘on the
credit.

Tt

ten b nleib o ik

2ot bt
- No other work- rekated expense recogmzed by the tax code is

e i &7 - subject to an 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 these 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
restaurants, oriental rugs for offices, or Caribbean cruises.

L atair
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~ and entertainment deduction for individuals with family incomes over $360,000, to finance

Honorable Donna Shalala
April 21, 1994

Page 2

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 result in approximately

“$800 million in savings over five years. Targetmg meals-and’ entertainment or other work-
: related deductions for taxpayers at even higher income levels. would generate similar

revenues. For example, in 1988 Senator Bill Bradley (D-NJ) proposed phasing out the meals _

the Family Support Act." Senator Bradley’s proposal would have raised an estimated $800
million over five years at that time by just focusing on the upper one-tenth of one percent of .
laxpayers. Lowenng 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 reduced in -
1993 from 8( percent to 50 percent. Thus, by focusing on other work-related expenses and

on those taxpayers at the highest income levels, additional revenues can be found without
cutting a tax benefit that legitimately reeogmzes the 1mportance of child care to. workmg '
famllles - -

AItematwely, reducing work- related tax beneﬁts across the board would be a more

. equitable medns of financing welfare reform. I[f such ‘an approach were takén, including the -

credit would be appropriate. However, unless and until all such tax benefits are subject to
an mcome ceiling, focusing upon the Dependent Care Tax Credit remains an 1nequuable
option.

‘In addmon the credu is already a very l1m|ted 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 tn $2,400 if they have one 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 21l of their
expenses to decorate their offices,. for example, they may only deduct a maximum of 30
percent of [hElI' ch11d care expenses.

Fmally, the credit i is already appmpnately ta:geted to prov1de low-income families
greater assistance. Taxpayers with incomes less than $10,000 may, offset 30 percent of their
expenses, phasing down to 20 percent at incomes of $28,000 and above. With the
limitations on the amount of qualifying expenses that may be claimed, the maximum credit
available to famnilies with i incomes greater than $28 000 s $480 for one dependent and $960
for two or more dependents :

The proposal under consxderauon amounts o ﬁnanelng welfare reform and its -
important child care components at the expense of. another significant child care program,
Focusmg upon the Dependent Care Tax Credit is inequitable, particularly in light of the .
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plethora of work- related tax beneﬁts not presently subject 1o an income ceiling. To 11m1t this
- credit while allowing taxpayers-to ¢ontinue to take full deductions for luxurious ofﬁce
furnishings, for example, marginalizes the importance of child and dependent care. We urge
you con51der other more equttable means of ﬁnancmg thlS 1mportant initiative.

O AL T
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Eamned Income Tax Credri Another Benefit For llegal Aliens '

a story ldea
15MARS4”
. (also phone 202.265- 1179)

TIMING: Good at ny time. Espacially strong hook far April 15,

* BASIC THESIS: When American taxpayers mail their returns oy 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 a direct federal cash payment to illegal aliens.- -

QUOTE: "lllégal aliens can get Earned Income Credit refunds even if they havée paid no
taxes; nothing in the tax form asks if they are illegal," Amanda Muchanczyk pubhc affairs
offi c:ai cf the Internal Revenue Service (11 MAH94)

THE CONTFIADICTION Congress and its Iaws suggest a publrc stance agamst illegal

immigration. They say that:
1, a citizen of another counlry must not enter the U.S. without official U, s. perm:ssuan

2. a foreign citizen with official permnssmn to enter the U.S. may not stay longer than a visa

allows;
3. fore|gn citizens who viclate #1 or #2 may nct hold a ;ob in the U.8.

if forelgn c:tlzens succeed in woiatmg those prohlb:isons while workmg at low-income jobs, -
- Congress has written a law that wzll reward them with annual cash payments of up. to
hundreds of do!lars .
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‘IMAGES: ‘ :
. ¢ Coverof RS EIC pubhcatlon wuth noted irony that the words appiy equal!y o U S
citizens and illegal aliens. _

Title: "Did you Know? The chernment May Owe You Money”“
Copy in cover box: "In 1993, if You
' s Had a Job, ST
# Earnad Less Than $23 050, and
# Had a Child Who Lived With You
- You may qualify for the Earned income Credit" : ' S
~ Volceaver caild be something like: But you don't have to be an Amencan in fact, if you area
foreign ¢itizen who entered the United States illegally, the government still fasls it owes you
money and will give you hundreds of dotiars if youfi i te the proper form

. * Locate an illegal alien, protect his or her identity and show frllmg out Barned Income
Tax Credit form. Show later with IRS check, - . :

. )

+  Additicnal or alternate. option: Show fllegal alien bemg helped to file 2 an electronic
return. The money shouid arrive within ne more than a few days, EIC for an illagal atien can -
seem better than an ATM machine.”

¢ Show steps of the pracass as described below: the Social Secunty number computer
matchup, The Unpostables Urut Assagmng of new natlonai identification number.

+ Contrast shots of a more typ:cal American taxpayer ‘rihng out tax forms with footage of
iflegal aliens scaling the walls on the San Dtego border (with the ver,r reai prospect of hawng
the IRS reward them tor thelr sﬁorts) C o S

QUICK SUMMARY: The jarring image of the federal government using Americans’ tax -
payments to provide a gift to tllegal alfens is made possible because of the Way Congress set
up-the Earned Income Gredit, : . PR

The credil is designed to.g:\r_e low-income American workers a cash payment at tax lime.to
help ensure that they make mote by working than do Americans who rely solely on public-
welfare assistance. Some of the credit payment to the workers is a refund of iIncome taxes.
that were withheld from their pay checks. But many workers have not made high -enough

_ mcome to have had any income taxes withheld; they get a credit refund regardless

But. the Earned Income Gredlt also s quite easily availablg to ilfegal ahens ~ those’ foreugn
ciizens exprassly forbidden by law 16 be in thHe United  States or t¢ haid a job.

-There is a sllght hitch. Because most rllegai ahens obtam jobs by using phony-Social Security
cards, the names and Social Security numbers on their tax returns don't match in the fedsral -
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computer. Aﬂer a short delay, however, the IRS works thmgs out by ass;gnmg the tllegal
aliens a temporary leqal number and paying them their cash credit.

Tha IRS apparently has no cholca but pay the illegal aliens, As with many. other federal .
benefits, Congress has chosen not to’ prohibit foreign citizens from obtaining the U.S. Earned
Income Cradlt

THE DETAILED STORY

1 Source: Amanda Michancyk, spokeswoman for the !ntemal Revenue Service
In the office of Pubhc Affairs \
202-622-4050 - '
Interviews on 11MAR®4 and-$4MARS4. -
: All on the record. These. comments were mades WIth ease and in response {0
© conversational QUestlonmg, wuthout proddmg ) have ne reason o beheve she would answer
any differantly at another time.” : :

.Notes from Amanda Michancyk commantS'

A Tax Rules & lllsgal Aizens

Thers is nothing in the tax codes that suggests the IRS shou!d wonder if'a person Isan tllegal
alien. o

‘ (***)(THE NEXT 3 PAH’AGRAPHS ARE BACKGROUND INFO PROBABLY TOQ TECHNICAL’ ,
TO BE INCLUDED IN A TV REPORT) The ¢nly question is whether a person is a “citizen," a .
"resident” of a "non-resident.” The latter categories are determined according to the number of

days the person resided in the LS. the previous three years. The IRS has no way of
Knowing - and no interest in kKnowing ~ whether a "resident' or "nen- resident” is fiving and
working legally in the U.S.

{*=*) A "res:dent“ pays income taxes on all income earned worldwnda A "non-rasident” pays
income taxes only on income eamed in the 118, Most zllegal aliens probab[y WOork. enaugh in
the U.S. to have to be CQHSIdEI'Ed "residents." : . :

B Lk Non citizens aré considered “residents* it they lived at least 183 days in 1993 ~orifal
the days lived in the U.S. in 1993 (minimum of 31), pius one-third of such days in 1982, plus - '
~ one-sixth of such days in 1991, add up to at Ieast 183 ,

The ;ob of the IRS is to collect taxes A-person’s |mm|granon status doesn't matter, If the'
person earned income in the U.S., that _person should pay the proper tax on tha incoma,

(***)(ROY'S NOTE.: | doubt viewers would contest the idea that the IS doesn’t want to scare

. iNegal aliens away from paying their taxes. Cbviously, that is what would happen if the (RS
actually asked people to note that they are illegal aliens. Most Americans probably also would
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agree with the IRS that it has an ethical obligation to send refunds that illegal aliens have -

~ ceming to them from over-withheld income taxes. The controversial move, however, comes
- with the Earned Income Cradit because it is federal money given to a person not only from
taxes paid by that person but above those ta.xes) S

"legal aliens can get Earned Income Credn refunds even if mey have paxd no taxes nothmg '
ln the tax form asks |f they are l]legal ! , o o y

| lfan ilegal afien: : T e

& oarned less than $23, 050 in 1993 ¢ L e C .
# had a job that pald at least $1. ' - ' ‘
® fived together with a child (but not nacessanly prowdmg for the Chl|d s support) for at Ieast

183 days in 1993 in the U.S.
' THEN that fllegal alien can get Eamed Income Credlt of up. tc 82, 384

And even if Jllegai ahens don't have a chlld hwng W|t’n them, they can get an RS check for up
105300, : ; _

The above criteria is the same for Iega! nmmngrants and for U.S. citizens, but they are being .
~stated here ln such a way as to make clear what is avaﬂable 1o :Ilegal ahens o

EIC payrnems go up with income untll psakmg at rncomes between $7 750 and $12 200. After
that the EIC payments’ dec!me untii they reach zero at $23, 050

B. Fake So;:ral SecuntyNumbers =

"When an illegal alien has used a hhdny Social Security number, that riumbér shows ap on
forms filed with the IRS by the employer. That number probabiy also appears on the illegal

- glien's form filed to collect the Earmed Incoma Credit.

K AH tax forms are cross-checked thh Soolal Securlty computers-to make sure the 85
numbar and the name match in the computers ' _ :

+ lf the name and SS number dont match (and those of iflegal aliens are unhkely to) the tax’
forms are sent to the IRS's Unpostable Unit. The- job of the unit Is to make certain that a
taxpayer s contributions to Social Security-are credsted to the proper account.

¢ If the Unpostable Unit is unable to resolve the discrepancy (often it is just a rnatter of the '
taxpayer having transposed numbers) a letter | is sent to the |iiegat alien. -

‘@ If the illegal-alien is cnable to provide documentatlon to clear up the dnscrepancy between
name and number, the Unpostable Unit assigns the llegaf alisn a Temporary identification
Number. This comes from a fong list of unused numbers provided by the Social Security
Administration, The temporary number is not technically a Social Sacurity number but acts the

" same way, previding an official -account and number for the illegat alien’s Soc:al Secwu’cy
‘contnbutions to bs credited tc

¢_The Unpostable Un;t sends the he‘w?lega_l' hational identification ﬁﬁmber_t,o' the illegal alien
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*‘and signals the [RS computer to se'nd the Earned Income Credit check to the illegal alien.
At no point does the IRS attempt to determlna if the reason for the Social Securzty
discrepancies is because the taxpayer is an illegal alien who has illegally- made up or
purchased a counterfeit number in order to get a job. It would viclate the tax code for the IRS
to share Informanon in any way with the 1mm|gratlon and Naturallzation Service. ‘

Even though the Earned Income Credit typ:cally is larger (even much larger) than the amotint
- of income taxes paid by the ilegal allen, it is treated by the IRS as'if It were a Tefund.
Therefore, the IFIS sees its primary task as-one of making certain that the tllegal alien gets his
refund :

2 SOURCE F’ubhcat:on 596 Earned Income Gredrt thternal Revenue Service,. Cata!og
-Number 15173.& .

-Pg 2 “If you think you qualify for the basic part of the earned income credit, you should aiso

read about the other two credits. (1) The Health Insurance Credit-it's Tfor your qualifying chﬂd

and (2) The Extra Credit For A Child Born in 1993-1t's for'a chlld under age 1."

Pg 3: "The total amount ¢t the overall credit you can receNe has mcreased from $2,211 in..
1992 to $2,364 in ‘!99:3 " o : , _

rThe sarned income credzt and the advance earned mcome crednt payments you receive will -
not be used to determine whether you are eligible for certain benefit programs . . . (o) how

" much you can receive,” (They :nolude) ‘AFDC, Medicaid, S8, Food Stamps and Low-
inceme Housing." , :

: Pg. 24: The IRS will ﬁgure the credit for the iIlegal alien if he fills in a few blanks on t'he‘ form.

Pg. 25: An illegal alien apfjlylng for a low-wage job can ask at that time for the employerto -
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 easﬂy becomes another subsidy for
employers who choose to pay very low wages. The employer can offer a wage package that
will seem hlgher than it actualiy Is because it includes the federal subsidy of the Eamed
Income Credat . : : :

3 SOUHCE Dawd Snmcox, fellow of the Center for lmmlgratlon Studies a ret:red State
Department official, Ph.D. student in urban studies. : :
502-244-9869 (Simcox phons in Louisville).
202-466-8185 (Center for Immigration Studiss) ] :
The following information is from an BFEBS4 telephone cafl and from Simcox writings.

Slmcox says he would be happy to promde background help or appear on camera.
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concerning this issue,

As outrageocus as is fhe practice of iltegal aliens c::l[ec:tiné "bonus® checks from U.S.
taxpayers through the Earned Income Credit program, EIC actuafly constltute., an oven bigger
probiem its use by LEGAL |mm|grants ' . . , '

. tegal :mmlgrants disproportionately qualify for EIG “E{C has become anather cage study in
the baffling dilemma of operating and funding complex income transfer programs for poor
residents, while the number of these residents in continuously being expanded by mags
illegal immigration and legal immigration and refugee. pohcxes which importabout half g = -
million addltlonal nesdy people each year."

Accordlng to 1980 census data,. Iegal Immigrants were 23 parcant more likely than us.
‘citizens to have Incomes bslow $15,000 a year. And they are 72.6 percent moro likcly than
citizen households to have annual earmngs of less than $10,000, the range of peak EITC

- cash benefits.

in 1880, amm:grants received an estimated $1.57 billion in Eamed tncome Credit. Of that, an
estimated 3260 mdilon went to illegal alisns. : _

“Now there is an active network of :mm:grant ald groups to publnc:ze tha cradit and help
aligns file their returns and claim it." ,

"Federally-funded legal aid groups assist mlgrant farmworkers whather legal or !lloc_]ar

Following the 1890 changes in the credit, the IRS worked with a network of non-profit groups, "

such as the Farm Bureau Federation, Hispani¢ organizations and the U.S. Cathollc Bishaps
Conference to pubhc:ze ihe avaﬂahmty of the credit."

'Farm labor contractors, some unscrupulous’ emplcyers and ethnic erime rings have been
- reported to purchase claimants’ prospective cred:ts at a discount or charge sizabla fees to
- collect the credit for them." .

'The EiC wofks as a subsu;iy to low-skill, Iow-wage workers and indirectiy to thur meloyers
as it cushions them from some upward pressure on wages .

| "Thus the EIC further mcreases the prospechve return for workmg in the United States to’
those who are considering migration’ and helps stabilize wages for the marginaj Cmployers
who employ m:grants " _ :

Simcox has worked through data and created charts looking at mmngrants in Los. Angeles .
- County. His finding heavily refute the arguments of some immigrant advocates that even
though immigrants don't pay nearly their share of focal taxes to cover their social costs, they
- overpay into the federal Social Securlty system : :

Simeox finds that the average (egal lmmxgrant wﬂh two or more chlldren pald $€44 into Social
Securrty in 1990 but got mare than $1, 600 in Earned Income Credats ,

| ‘The comparable average for iitegal aflens was found to be 5337 into Socml Security and mare
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" than $1 QOO in Earned Income Credats

Slmcox states that tha comparable average for the rest of Les Angeies County 3 populatlon
was 1,841 into Social Security and no Earned Income Credits. (RQY NOTE; | don't
undefstand why the average EiC was none and nieed to quiz Simcox further on that point)

Thie use by aliens of the EIC is just going t0 go up because the numbers-of for’eigri born
-eontinue 1o Hse quickly and because President Clinten favors using-EIC as a ma;or vehic!e o
carry out other programs on his wish list. e : .

4. SOURCE: Unnamed mid-level official in IRS, sp‘eakidg nff—tﬁe-recprd to pravide
. background, Much of this should be abie to be confirmed by IRS officials.

. —-» . ) . -, ‘. P ] -~
“EIC fraud is & big problem because the dollars are so low for each person.” The cost of
prosecuting is quite high compared ‘with the money defrauded. And when you-win in court, it

- is very difficult 1o ever adtua]ly coltect the. money because the person is 80 poar. '

A bad loopho!a in the ElC system is that.a rich kid of a ncn family ln a foreign country can
come to the U.S. to some schoot like Georgetswn, That college student fairly easily can
qualify for EIC as a “non-resident. * As a non-resident, only the money mace by the rich

- foreign college student has to be reported and that rich foreign kid can have U.S. texpayers
foot a nice EIC benus check at the end of the year.

The same locphole aiso can work for-a member of a foreign embassy’ who manages 1o make
a faw dollars during the yaar on the U, S economy _

"Elc is for the working pocr not for nch foreugn Kids’ wzth u.s. scholarshlps while going to
Georgetown “ . _

IRS had a case of some 2,000 returns from Texas that were a sample of the problem of SS
. numbers not matching with names. Finally released ail of them and paid the EIC payments.

Whataver problems there are with EIC payments to iliegal aliens are responsibility of
Congress, not IRS. If Congress would set up befter barder control and require counterfsit-
proof Social Security cards, iilegal aliens would not be getting the low-paying jobs that enab!e
them to collect the EIC bonus

‘ "
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ENTITLEMENT REFORM OPTIONS TO FINANCE WELFARE PROPOSALS

'The Welfare Reform proposals Wlll make. a major contrlbutlon to -
improving the targeting, efflclency, and 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 interactions and to their effects on recipient-
work behavior. In reshaping these programs, we have produced .
savings directly attributed to the Welfare Reform plan, such asg e
those derived from time limits and reconciling filing'units, as o
- described at the end of this revenue section. We will .identify

later such dlrectwsav1ngs and use them to help offset the plan 'S5
costs, :

. To provide the additional needed funding, we have explored.

closely related income transfer programs and identified reforms

that would improve their targeting,‘efficiency, and effective-~

ness, while providing gavings. This effort was based on the idea Lo
~that this money could be better used to help low-income families:

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 support: systems, will provxde

the necessary fundlng for Welfare Reform

Cap the Emergency Assistance Program; The‘Emergency“Assistence
Program is an uncapped entitlement program which is out of
control. In FY 1990 expenditures totalled $189 million; in FY
1995, it is estimated that expendltures will be $644 mllllon
While the intent of the EA program  is the meet short-term
‘emergency needs, states currently have wide latitude to determine.
the scope -of thelr EA programs, leading them to fund many
services that can also be funded under different 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--and unmatched . .
.state programs. In addltlon, states appear to-be fundisg-
services that address long-term problems as well as true

- emergency lssues '

We propose to repeal the current Emergency Assistance program and
‘replace it with a Federal matching cap for each state’s EA ty
expenditures. The cap will be 3 percent of the state’s total
AFDC benefit payments incurred during the previous fiscal year.
The Federal match will continue at 50 percent up to the cap.

This will give the states flelelllty to address various speCLal
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 services.



‘Cost (millions) **ACF‘Estimates**

FY 1995 FY 1996 FY 1997 - FY 1998 FY 1999

‘Baseline $644 §745°  $850°  $910 . 8975

Savings. -$260 " -%$351 -  -$452 -$502 - ~$555
Proposal : 5394 " 5389 5398 $408 $420-_

. Reform of thg Famllg Day Care Home Component of the Child Care

. Food Program. The Child Care Food Program provides.food
subsidies for children in child care centers and 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 the program is not’
well targeted because it has 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 the poverty line. While the child care center funding Jevels
have been grow1ng at a modest rate, the family day care fundlng
levels are growing quickly (16. 5% between 1991 and 1992)

The follow;ng approach better targets the family day care fundlnq
to low income children and creates mlnlmal admlnlstratlve

- requirements for prov1ders

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) would not have to use a means test and
would receive reimbursement for all meals at reimbursement rates
equlvalent to those provided. for “free meals” served to low-
income children in schools and day care centers

'B. All other homes would have a choice. They could elect not to
" use a means-test; if they elect this option, they would receive
relmbursement fcr all meals at rates equivalent to the “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 care home could:

administer a simplified, two-part means-test. Meals sexve 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 relmbursed at the "reduced prlce“ rate.

C. The administrative payment rates prov1ded to the famlly day
care home gponsoring organlzatlons would remain at the same level
as under current law for homes in non-low-income areas. For
homes in low-income areas, these payment rates would be raised
significantly. The purpose would be to prov1de an incentive for -
sponsors to enlist and serve day care homes 1n low- 1ncome areas.

[R—
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Cost. (millions) : **USDA;is reviewing**..

FY 1995 FY 1996 ~ EY.1997 EY 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 determine whether the.
. child is eligible for SSI and--if .so~-to determine the monthly

- benefit amount. This parent-to-child deeming is a computational '
process that determines whether-~and how much-=-to consider parent
-income as available to the ellglble child, taking into account

. the needs of other persons in the household ‘(e.g., other _
ineligible children). Thus, in deciding whether‘a child is
eligible for SSI and what the benefit amount may be, some portion
-of an ineligible parent s income may be deemed as available to
the. appllcant . , e

under current law, earned income is treated more generously 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 a result, allowable family lncomew-plus the SSI
benefit amount--can result in total family income 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 1lne) and end by 120 percent of
‘poverty : _ . ‘

" This proposal would alter the SS1 parent tO*Chlld deemlng rules
so that for any given family size, one-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 neo. income
‘would not be affected by this proposal (i.e., they would continue
to receive the maximum beneflt amount as' they do under current,
law). ‘ . ‘ _
This proposal would bring total family income--including the SSI
benefit amount--closer to, but still -.above, the poverty
qu1de11nes. In no case will this proposal bring total family
income below the poverty guldellnes Approximately 235,000
children--or about 30 percent of all children--would be
potentially affected by the proposal in. the flrst year of
implementation, -

Since the current. deeming rules--in comparison to this proposal—-
are relatively generous to families that have income, the '
prOposal may be perceived as penallzlnq worklng famllmes with




‘dlsahled children. On the other hand -the proposal would ensure
That one-parent and two-parent families of the same size are -
treated equally, unllke under current law.

In order to- malntaln Medicaid coverage for this populatlon, we
propose to -begin to phase out benefits earlier, continuing .
bénefits to the same cut-off; this will result in no reduction in
the number of beneficiaries. The levels of state supplemental
payments would be adjusted so that states would not be requlred
to increase their levels of payments

Cg (mllllons) **ASPE Estlmates**'

FY 1995 EY 1996 FY 1997 FY'1998° EY 1999

T-5175, 5190 -$210 -$230 -szso

. ' ’ g " R
Mandated Re- aggllcatlon for Most leely O . Imgrove SSI Cases.
The SS5I program provides ald for low-income individuals who are:

elderly, blind, or disabled. -Disabled individuals are those
unable to engage in any substantlal gainful activity by .reason of
a medlcally determined physical or mental impairment expected to
‘result in death or that has lasted, or can be expected to last;
for a continuous period of at least 12 months.  Upon appllcatlon,
a prognosis is made about the likihood for improvement of the
-disabling condition (which would result in a loss of eligibility
for $S1); a time estimate for improvement is also made and coded-
on the intake form. Codes for the SSI adult disabled population
reveal that perhaps X percent would be inelgible for further

" benefits less than three years after application. Codes on 10%
of existing -SSI/childhood disability applicatiéns indicate that
improvement in the child’s condition should lead to termination
of benefits within three years of the application. Conditions
that might be noted as likely to improve include, for adults,
injury or a curable disease; .such conditions among children
1nc1ude low blrthwelght and attentlon deflClt disorder..

Currently, termlnatlon of benefits. requlres that 5384 rewevaluate
the condition (conductlng Contlnulng Disability Reviews) and, if
appropriate, take action to termlnate benefits. Resources in SSA-
make such. timely reviews rare, potentially leaving both adults

and children on the SSI roles far ' beyond the time. in which they’.
are actually ellglble ' : '

We propose for SSI benef;c;arles xdentlfled to be temporarlly,
disabled, to establish a re- application procedure. Upon
allowance of .a claim for disability benefits, a determination
would be made by the DDS (for ‘each applicant on an individual
basis) of how - long the disability is likely to continue '
(interfere with age-appropriate functioning)}. - After the time
pericd is established, a notice would be sent to the beneficiary
~stating that benefits will be awarded 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 benéfit termination and

providing information about re- applmcatlon

This would shift the burden to the‘applicant, after a specified
period of time, to prove continued eligibility for benefits. It
‘would assure that benefits are pald ‘only to those who axe truly
disabled. .

‘ Arguments against this proposal are: (1) .it.could encotrage

people not to seek treatment for themselves or their children;
(2) there would be strong resistance from the disability legal
_and advocacy community; and (3) if implemented, legal challenges
would likely be raised, _ : .

Cost (mllllons)- **ASPE Estlmates** (retrospectlvely startlng

10/95, based on three- year
dlsablllty;w

FY 1995 - FY1996 = EY 1997 FEY 1998  FY.1999
~$72  -$156  -$264 - =$372  -$492

" Alien Deeming, Exﬁending Deeming Regquirements 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 allen is applying for benefits from
three Federal programs” (AFDC, SSI, and food stamps). A sponsor
1s a person who has signed an .affidavit of support on behalf of
.an alien 'seeking permanent residence, and who has thus agreed in
writing to the three-year alien deeming provxsmons Deeming does
not necessarlly prevent an alien from receiving benefits., If the
sponsor’s income and resources are reduced to a certain level,
then the alien may become eligible for benefits--subject to
meeting other program eligibility requirements. Sponsor-to-alien’
deeming is not used in cases where the alien is applying for

- benefits based on blindness or dlsablllty that has occurred after

entry 1nto the U S.

Ay

‘There have been cases publlClzed recently of legal resident

aliens or citizens sponsoring their older parents for lmmlgratldn“'

- 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 have sufficient income and

resources to continue to support their immigrant parents, but -
instead take advantage of the current rules to gain access to

entitlement benefits. SSI program data confirms that this type
of situation is occurrlnq Of all current alien SSI recipients.

. who have been--or are--potentially subject to the alien deeming

rules, fully 25 percent--or 107,470 individuals--applied for

benefits in their fourth year of residency .in the U.S. Of these



’rec1p1ents, almost 85 percent——or 89, 510 1nd1v1duals~-applled for‘
benefits based on age. ,

" This proposal would maintain the allen deemlng rules.in SSI,.

AFDC, and food stamps for as long as the alien remained in-
immigrant status. This proposal would place greater responsibil-
ity on the sponsor--who agrees in writing to ensure that_the
Ammigrant will.not become a “publlc charge”~~but it would link
~the termination of alien deemlng rules to-the alien becomlng a
naturalized citizen. At a minimum, this proposal would extend
.the period of time for alien deeming from three years to flve N
‘years, although if an immigrant decided not to become a
naturalized citizen, the alien deeming rules could apply
indefinitely. The proposal would affect all applications after
date of enactment (i.e., would grandfather current recipients as-
iong as they remained contlnuously eligible), and would result in.
saVLngs in the S8I, AFDC, Medlcald and food stamp programs

[NOTE Estimates assume enactment of P.L. 103 152, “the Emergency
Unemployment Compensation amendments, signed into 1aw on November
24, 1993 and contalnlng a provision extending. the sSponsor-to-
.allen deeming period in the SSI program from 3 to ‘5 years,
beglnnlng 1/1/94 and . endlng 10/1/96. ] )

Cost:  (millions) . **ASPE Estimateg*# o
Program  EY 1995 FY 1996 ry 1997   ?¥119981“ FY . 1999
SST C see ~5148 --;3418' -$654  -$805
_aFDC 510 -§15 -$15° - T-$20 . =520
Medicaid  -$60  ~§135 . -$380 . -$620 . ° -$800
Food Stamp - =§96 L -$138 - -slep .-$231 ““s281
“rotal” -$232° C Zs432’ -$995 . -$1525  ~$1906

Uniform Definition for Alien Eligibility. Currently, there is.no
common definition of PRUCOL (permanently residing in the U.S.
under color of law) in the Social Security Act that is applied to
all three of our programs "(AFDC, SSI, and Medicaid) that )
reference PRUCOL for program eligibility purposes. Litigation
"and separate’ legislative amendments have resulted in the three

- programs using-three different.definitions to determine. which

.aliens are defined as PRUCOL, and hence eligible for program
benefits. In general terms, AFDC has a more restrictive
definition of PRUCOL (i.e. enCOmpasses a fewer number of alxens)
than both SS8I. and. Medicaid. : ‘



Under the SSI program, 11tlgatlon has.led to the current practlce
of providing benefits to aliens who in most respects resemble
illegal-~or undocumented-~a11ens. ~If these lnd1v1duals have been
discovered by ‘the INS to be in the U:.S. but——for whatever
reason--the INS.is not acting to deport them, then these
individuals currently must be con31dered to be PRUCOL for SSI
eligibility purposes. _ _ _ -
This proposal would delete reference to PRUCOL in the Social
_Security Act ag a term used for determining alien eligibility,
The proposal would specifically list ‘the immigration statuses
that would allow eligibility for benefits under S$SI, AFDC, and
Medicaid. The immigration statuses that would be necessary for
eligibility would be the same as those listed in the Health

_ Security Act providing eligibility for~the Health Securlty Card
and are--—

r lmmlgrints 1awfully admitted for permanent re51dence,_ o
L refugees,

> asylees _ -

L 1mm1grants granted parolee status for an indefinite period -

or granted extended voluntary departure as a member of a
natlonallty group; . _

> -‘lmmlgrants granted a stay of deportatlon based on ‘the threat‘
of persecutlon if returned to- their home country, :

> _certain undocumented lmmlgrants legallzed under the.
' Immigrdtion Reform and Control Act of 1986 and currently
'.qranted lawful temporary status; and

> immigrants resxdlng in the_U.S._as the spouse or unmarried
child under 21 years of age of a citizen of the U.S., or the
parent of such citizen if the citizen is over.21 years of
age, and with respect to whom an application for ad]ustment
to 1awful permanent re51dence is pendlnq

-
-

“This proposal would affect appllcatlons after date of enactment
{i.e., would grandfather ¢current rec;plents as long as they
remalned continuously ellglble)



" Cost: . (millions) .  **ASPE Estimates**

Program . FY. 1395 FY 1996 EY 1997'  FY 1998 EY 1999
~sst 0 -§9 -$2 5 o -s42 -$57 - -§71
| p.r__nc- | o -$5 -$5 _s5. -5 oo -85
Medicaid il -$25 1855 .. 585 3115 . =$155
otal =339 -$86  -5132 -$177 '-5231

':Improve EITC Targetiﬁg and Related Tax and Transfer P011CLes

We propose also to explore ways to improve the targetlng of the
EITC and to use the tax system to assure (1) the payment of child
support awards; (2) elimination of duplicate payments under
various Federal support and tax programs; and (3) capture of . all
taxable income. : .



