Attached are two policy options which mlght aid in meetlng the
overall objectlves of the plan:

1. Do not allow any enhanced matches until the state has
~implemented the time limit portion of the plan on a statewide
basis. :

2. Require states to meet a maintenance of effort on services

|
(et

- (IV-A child care, TCC, at-risk child care and JOBS). Failure to

do so would eliminate the enhanced match for the state. ’

Maintenance of effort is defined as actual state spending in the

above programs for which federal funding was obtained. States
would be requlred to maintain in real terms state spending for
the year in question relative to the higher of actual state

spending in fiscal years 1991 through 1994. The enhanced match

is available if the state draws down the entire amount of
matching funds under WORK, JOBS and at risk child care.
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TOTAL JOBS, WORK, TCC, IV-A Child Care, At-Risk Child Care
Assumes States Spend ALL — Serve current level for Non-Phased-In
EA 1995 1996 1997 1998 1999  5Year -
P e
Current ACF FY '95 Baseline
Federal 1976 2012 - 2047 . 2081 2117 10233
State 1364 1416 1441 1469 1495 7185
Total 3340 3428 3488 3550 3612 17418

Cost Estimate Based on'Welfare Reform at Current Match Rates -

Federal =~ 1976 . 2732 3278 3891 4980 = 16856 .
State 1364 1886 2265 2689 3433 11637
Total 3340 4618 5543 6580 8413

o 205

Cost Estimate based on Welfare Reform and Enhanced Match Rate(J-FMAP+7)
Federal 1976 3186 3825 4540. 5805 19332
State 1364 1432 1718 2040 2608 9162
Total 3340 - 4618 . 5543 6580 8413 28494
Net o 1180 2055 3030 4801 11076

Cost Estimate based on Welfare Reform and Enhanced Match Rate(J-FMAP+10)
Federal 1976 = 3325 3981 4738 6057 20087
State 1364 1293 1552 1842 2356 8407
Total 3340 4618 5543 6580 8413 28494
Net 0 1190 2055 3030 4801 11076

"Cost Estimate of Enhanced Match Rate (J-FMAP+7)
(Holds States at current level of effort)
~ Federal 1976 3152 3207 3270 = 3328 14932

State ‘1364 1416 1441 1469 1495 7185
Total = 3340 4568 . 4648 4739 4823 22117
Net 0 . 1140 1160 1189 1211 4699

‘Cost Estimate of Enhanced Match Rate (J-FMAP+10) -
(Holds States at current level of effort)
Federal - 1976 3641 3705 3777 3844 16944
~ State 1364 1416 1441 1469 1495 7185
Total 3340 5057 5146 5246 - 5339 24129
-0 1629 1658 1696 1727 6711
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TOTAL JOBS, WORK, TCC, IV-A Child Care, At-Risk Child Care
Assumes -- Serve Phased-In Only
1999 "

1997 1998

1995 1996
Current ACF FY '95 Baseline :
Federal 1976 2012 2047 2081 2117 10233
State 1364 1416 1441 = 1469 1495 7185
Total 3340 . 3428 3488 . 3550 3612 17418

Cost Estimate Based on Welfare Reform at Current Match Rates
Federal 1976 1674 2305 2918 4031 12903
'~ State 1364 1179 1613 2037 - 2797 8990
Total 3340 2853 3918 4955 6828 21894

Net 0 -575 430 1405 3216 4476
pu o . S
Cost Estimate based on Welfare Reform and Enhanced Match Rate(J-FMAP +7)
Federal 1976 1969 - 2703 3419 4711 14778
State 1364 884 1215 1536 = 2117 7116
Total 3340 2853 3918 4955 6828 21894
Net 0 -575 430 1405 3216 4476
Cost Estimate based on Welfare Reform and Enhanced Match Rate(J-FMAP +10)
Federal 1976 2054 2821 3568 4916 15335
State 1364 799 1097 1387 1912 6559
Total 3340 2853 3918 4955 6828 21894

05

Net =575 430

Cost Estimate of Enhanced Match Rate (J-FMAP +7)
‘ (Holds States at current level of effort)

Federal 1976 3152 3207 3270 3328 14932
State = 1364 1416 1441 1469 1495 7185
Total -3340 4568 4648 4739 4823 22117

Net -0 1140 1160 1189 1211 4699

Cost Estimate of Enhanced Match Rate (J-FMAP +10)
- (Holds States at current level of effort) ‘
" Federal 1976 3641 3705 3777 3844 16944
State 1364 1416 1441 1469 1495 7185
' Total 3340 5057 5146 5246 5339 24129

0 1629 1658 1696 1727 6711
R R AR AR
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JOBS and WORK operations/service not including child care

YEAR 1995 1996 1997 1998 1999 5 Year

Current ACF FY'95 Baseline

Federal 965 970 975 880 985 - 4875
State 612 651 655 659 663 3240

Total 1577 1621 1630 1639 1648 8115

Cost Estimate Based on Welfare Reform at Current Match Rates
(Assumes that States maintain current level of service to Non phased-in)

Federal 965 1310 1548 1835 2428 8087
State 612 831 982 1164 1540 5128
Total 1577 2141 2530 2999 3968 13215

Net 0 520 900 1360 2320 5100

- Cost Estimate Based on Welfare Reform plus enhanced match (J-FMAP+7)

(Assumes that States maintain current level of service to Non phased-in)

Federal 865 1477 1746 2069 2738 8995
State 612 664 - 784 930 1230 4220
Total AS77 2141 2530 2999 | 3968 13215

Net 0 520 900 1360 2320 5100

Cost Estimate Based on Welfare Reform plus enhanced match {J-FMAP+10)
{Assumes that States maintain current level of service to Non phased-in)

Federal 965 1542 1822 2159 2857 9344
State 612 599 708 840 1111 3871
Total 1577 2141 - 2530 2999 3968 13215

Net 0 520 900 1360 2320 5100

‘Cost Estimate of Enhanced Match Rate (J-FMAP +7)
(Holds States at current level of effort)

Federal 965 1449 1458 1467 1476 6814
State 612 651 655 - 659 663 = 3240
Total. 1577 °~ 2100 2113 2126 2139 10054

Net -0 479 483 - 487 491 1939

Cost Estimate of Enhanced Match Rate (J-FMAP+10)
’ (Holds States at current level of effort) : o
Federal 865 1674 1684 1695 1708 7723

State 612 651 655 659 663 3240
Total 1577 2325 2339 2354 2368 10963
Net -0 704 709 715 720 2848

‘‘‘‘‘‘‘
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‘Cost Estimate Based on Welfare Reform plus enhanced match (J-FMAP+7)

_ Cost Estimate of Enhanced Match Rate (J-FMAP+7)

States serve only mandatory phased-in group--no voluntaries, etc.
JOBS and WORK operations/service not including child care

YEAR 1995 1996 1997 1998 1999  5Year

Federal 965 970 975 980 985 4875

State 612 651 655 659 663 3240

Total 1577 1621 1630 1639 1648 8115
Cost Estimate Based on Welfare Reform at Current Match Rates

Federal 965 625 936 1229 1835 . 5590
State 612 396 594 780 1163 3545
Total =~ 1577 1021 1830 2009 2998 9135

‘Net 0 600  -100 370 - 1350 . 1020

; SN

Federal =~ 965 704 1056 1386 - 2069 6180
State 612 317 474 623 929 2955
Total 1577 1021 1530 2009 2998 9135

Net 0 -600 -100 370 1350 1020
Cost Estimate Based on Welfare Reform plus enhanced match (J-FMAP+10)

Federal 965 735 1102 1446 2159 6407
State - 612 286 428 563 839 2728
Total . 1577 1021 1530 2008 2098 . 9135

Net ___-600 -100 370 1020

(Holds States at current level of effort) :
Federal 965 1449 1458 -1467 . 1476 6814

State - 612 651 655 659 663 3240
Total 1677 2100 2113 2126 2139 10054

Net 0. 479 483 487 491 1939

Cost Estimate of Enhanced Match Rate (J-FMAP +10)
(Holds States at current level of effort)

Federal . 965 1674 - 1684 1695 1705 . . 7723
State 612 651 655 659 663 3240
Total 1577 2325 2339 2354 - 2368 10963. .

Net 704 709 715 720 2848




Cost Estimates and State Behavior ~-- in general states will look to fund mandates and with
remaining funds will elect various options and other non-mandatory spending (e.g. At-Risk

child care). Overall, states wiII_IIkely maintain their current level of spending but-we
are also likely to see shifts in state spending; mandated programs will certalnly recelve
priority.

The enhanced match rates could mean more total dollars spent within a state. The enhanced
match will mean that states may shift spending. This will most likely take place in
shifting child care dollars from TCC and at-risk to IV-A to meet the needs of the
JOBS/WORK clients at the expense of the worklng poor.

One scenario on state.Spendlng behavior:

If we look at combined JOBS, IV~A child care and At~Risk child care we can assume no
decrease in overall spending. We could further assume that one-third will spend no more
in real terms; one-third will spend 10% more state dollars and the remaining one-third

-will spend at least their combined JOBS and child care allocations. Of this last one-

" third, one-half will spend up to their allocations and the remaining one-half will spend
10% beyond their allocatlon and draw down additional federal dollars remaining under the .

capped entltlements ,

A less optimistic assumption maybe that states representlng 80% of the caseload maintain
their current level of spending and the remaining 20% increase spending by 10%.

One scenario on state implementation behavior:

One set of working assumptions is that states with 75% of the caseload will implement on-
time with the remaining caseload coming in one year late. 1In addition, those states who
implement on time will increase the mandatory population by 10% either by expanding the
phase~-in group or by mandating that JOBS volunteers be subject to the time limit.

3



State Behaviors:

——

Comments

Suggested
Assumptions

Impleméntation --,onétime or
delayed ' :

Political pressure will be immense
within states to implement on time re-
gardless of program readiness. Few
states may have legislative calendar
problems which will prohibit coming in
on time; this should be minimal but at
least quantlflable

Additional incentives from richer match
rates for all investment programs will
help to ensure timely implementation.

75% of case-
load in on
time

Non Phased-in JOBS participa-
tion -- continue current ef-
fort or reduce -- serve only
volunteers or subject some to
mandatory JOBS

States will continue services to the
non-phased in currently in the JOBS
program; these folks will be gradually
phased out.

The level of state effort for the non-
phased-in will depend on our policy
which has yet to be decided. If we go

with a voluntary program with no sanc- -

tions states will provide for a minimum
of clients -~ States need to focus all
their energies on the phased-in group
with its high participation standards,
time limits and WORK.

All cost estimates to date have assumed
that states would be required to serve
non-phased-in at current levels of
resources.

This will need
to be reduced
significantly

NEED A POLICY
HERE




Optlonal Non-phased—ln under.
the time limit

_states_from_bringing in additional

Fear of the WORK program will minimize

-=- This will
be increased -

cases under the time limit in the
initial years. When the program proves
successful states will be llkely to ex-

pand.

On the other hand states may feel
considerable pressure to place all
those receiving JOBS funded services in
the time limited world.

Current estimates provide services but
no time limits to non-phased-in group.

- likely guess
10% increase
in phased-in
group.

Part time work 20 w/ 30 option

State are not likely to opt for 30
hours for several reasons including
combiners will not be subject to the
time limit and will not require a WORK
slot. Combiners will count toward the
‘states’ monthly part101patlon stan-
dard.

Current estlmates use 20 hours to stop
the clock.

No change is

proposed from
current as- -
sumption

Part time work -- Labor supply

. response

More liberal earnings disregards and
combiners will not be subject to the
time limit should lead to an increase
in combiners. States will have incen-
tive to get clients working because
they will count toward JOBS particpa-
tion standard.

Currently we assume an increase in the’
number who work 20 hours or more from

’8% of‘caseioad

may be too low
given incen-
tives.

about 6% to 8% of the caseload.




Non-custodial parent JOBS/WORK

While a politically appealing program

states-are-not-likely to-spend-signifi-

.cant dollars on this program -- at best

we could assume that several states
will 1mplement local programs.
There are no incentives in the pr0posa1

- for states to implement.

IGA/MWP

- UP expansion

States with 70% of the caseload have
requested waivers from the 100 hour
rule and states with 30% of the case-
load have requested to waive the quar-
ters of work rule.

An additional factor is that states
will look to shift two parent GA cases .
to AFDC. =

States with

1/2 caseload
will remove

100 rule and
1/4 caseload
remove- work

history

Earnings disregards - beyond
120 indexed &

States currently applying for waivers
see earnings disregards as a saver.
Given that increased disregards are
assumed to increase labor supply and
that 20 hour combiners will count

toward JOBS participation states may

opt for more generous earnings dlsre-
gard policies.

States with
1/2 caseload
would provide
more generous
disregard @
1/3 of earn-.
ings

" Child support disregards -
beyond indexing

Currently few state waiver applications
contain requests to increase the $50
child support disregard.

States with
10% of case-
load will opt
for increasing
to $100.

Step~parent'deeming

NEW PROPOSAL from ACF




CHILD CARE

IvV-A Child care needs will be increased Need final
because of the younger phased-in group decision on
and deferrals families with children child care
under 1 rather than age 3. guarantee.
Our current cost estimates assume that , :
States will draw down all necessary Need decision
dollars to provmde care for JOBS/WORK on non-phased-
participants. in.

This estimate is tied closely to the
JOBS/WORK estimate which assumes that
States maintain current level of effort
for non-phased-in clients,
In additional, we assume 10% of IV-A
child care dollars for the child care
guarantee -- working on welfare and
| self-initiated clients.
TCC A dramatic increase in FFP will mean Reduce level

more total dollars expended if states
maintain their current level of effort.
It is possible that states will reduce
their effort in response to the higher
match to free~up dollars to pay for
other mandatory provisions.

Most recent estimates assume .that
states maintain their current level of

of state ef-
fort

effort.




At-Risk

A dramatic increase in FFP will mean

‘more total dollars_if states maintain_

their current level of effort. Discus-
sions with NGA, APWA and NCSL would
lead us to believe that this is the
most vulnerable part of the package to
cuts in State spending. State dollars
for At-Risk would be shifted to in-
creased IV-A child care.:

Our estimates assume states will draw
down all At-Risk dollars.

Reduce expen-
ditures to.-a
level consis~

tent with
state mainte-
nance of ef-
fort; possi-
bly reduce
further.

{f OTHERS

Family Cap

While several states have expressed
interest the New Jersey lawsuit and the

| tying of this issue to comprehensive

family planning and abortion makes the
political feasibility of this option
questionable.

At present we are assuming states with

"1/3 of the caseload will adopt a family

cap policy -- this maybe too high. We

| will be calling several big states to

get a better read on state behavior.




June 3, 1994

Current Preferred

2.0 2.0

0.3 0.3 Enforcement savings

0.3 0.3 Savings bonds
- 0.5 0.5 Family day care

1.6 0.5 DA&A

2.7 3.5 SSI immigrant deeming

1.9 1.6 Emergency Assistance
$9.3b $8.7b

' . Elrc :
Goal: $9.5 billion | QSJJa%fs'
All(.‘n < 3\, L,.,c_(a "o LQ»OV\.

Options

1.. Plug SSI/other entitlement reforms

‘Other financing options (e.g. require informatior

current and preferred gblicies

Extend expiring provisions

Add $0.4b in EA savings:

on winnings over $10k from gambling: $0.2b)
Reduce package




EMERGENCY ASSISTANCE EXPENDITURES INCURRED (FEDERAL SHARE)
$sin Mulhons)

FY 1988 FY 1990 FY 1991

Alabarna 0.0 0.0 0.0
Alaska . 0.0 0.0 0.0
Arizona 0.0 ’ 0.0 0.2
. Arkansas ~ ; 00 . 00 0.0
California ‘ 19.9 20.8 »
Colorado 0.0 0.0 0.0
Connecticut , ' 0.0 - 00 , 0.0
Delaware o0 0.2 0.2
‘D.C. ' L 0.5 36 3.2
Florida 1.0 44 4.1
Georgia : 4.3 25 14
Guam 0.0 0.0 0.0
Hawaii . - 0.0 ‘ 0.0 0.0
ldaho 00 0.0 0.0
filinois 03 1.5 3.1
Indiana . : 00 0.0 0.0
lowa - 0.0 0.0 .10
Kansas . 02 0.3 0.3
Kentucky , 0.0 0.0 . 0.0
Louisiana : N 0.0 0.0, - 0.0 :
Maine ‘ : 0.4 06 - 0.6 P
Maryland S V 23 2.6 29
" Massachusetts 187 276 . 231
Michigan 84 103 104
- Minnesota o . 45 5.2 4.7
Mississippi 00 - 0.0 0.0
Missouri .00 0.0 : 0.0 .
Montana 0.1 0.1 0.1 ¢
Nebraska 05 08 0.6 '
Nevada : * - 01 - 01
New Hampshire 0.0 0.2 0.1 |
New Jersey 20.7 - 253 23.4
New Mexico 0.0 0.0 0.0
New York 341 153.1 181.1
North Carolina 18 2.0 - 28
North Dakota ‘ 0.0 1 0.0 0.0
Ohio 24 4.0 44
Oklahoma ‘ o 1.7 22 3.1
Oregon - 23 24 25
Pennsylvania .~ * 25 3.0
Puerto Rico 0.1 .01 0.2 {
Rhode Island : 0.0 0.0 0.0 |
South Carolina C 0.0 - 00 0.0
South Dakota : V 00 0.0 0.0
Tennessee - 0.0 0.0 0.0
Texas : . - 0.0 - 00 0.0
Utah : ‘ 0.0 0.1 0.3
Vermont : - 03 0.7 : 0.7
Virgin Islands . * ’ * *-
Virginia » - *
Washington 1.2 1.2 1.6
West Virginia 0.7 0.8 08
~ Wisconsin 1.3 1.4. 1.8
~ Wyoming \ 03 0.2 0.2
TOTAL . $126.1 $276.9 $261.7 i)
g
* Less than $50,000. ‘

1/ Data reflect State expenditure reports received to date. States have up to two years to seek -
Federal matching funds for previously incurred expenditures.
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03-Jun-94
STATE DISTRlBUTION OF EA AND AFDC EXPENDITURES

($'s in Thousands) -

FY 1894 EMERGENCY ASSISTANCE FY 1993 AFDC
. FEDERAL STATE : STATE -
' SHARE DISTRIBUTION TOTAL DISTRIBUTION
- Alabama $1,500 0.3% $95,499 0.4%
- Alaska : o 0. 0.0% 110,588 0.5%
Arizona 5,131 1.1% 268,714 - 1.2%
Arkansas ‘ : . 1,400 0.3% 59,765 0.3%
California . 71,813 15.1% 5,854,990 26.3%
Colorado ' . T 2,875 0.6% 163,957 - 0.7%
Connecticut o 40,000 8.4% 386,254 1.7%
Delaware . . . 260 - 0.1% 39,730 0.2%
D.C. o 4,358 0.9% 112,637 0.5%
Florida SN 6,324 1.3% 804,663 3.6%
Georgia : 7,649 1.6% . 432,100 1.9%
Guam o 0 - 0.0% 8,228 0.0%
Hawaii 1,118 0.2% 143,364 0.6%
idaho V 601 0.1% 28,538 0.1%
llinois : 7,680 1.6% 882,944 4.0%
indiana - : 10,000 2.1% © 224,831 1.0%
lowa . . 885 0.2% 163,345 0.7%
Kansas = 1,930 0.4% 125,876 0.6%
Kentucky - - 200 0.0% 210,017 ©0.9%
Louisiana . 0 0.0% 176,860 " 0.8%
Maine 407 0.1% 117,144 0.5%
Maryland o 4,869 - 1.0% 316,527 1.4%
Massachusetts © 28,100 59% 749,906 3.4%
Michigan 10,925 2.3% 1,190,051 5.3%
~ Minnesota - 7,389 1.6% " 384,046 1.7%‘
- Mississippi , -0 0.0% . 86,871 . 04%
Missouri V 3,456 0.7% . 283,800 1 3%
Montana . : 170 : 0.0% .- 49,112 02%
Nebraska 675 - 0.1% 65,619 0.3%
Nevada . ST 3,589 0.8% 44015 - 0.2%
New Hampshire o 810 0.2% 56,045 0.3%
New Jersey . 27,410 5.8% 538,247 . 2.4%
New Mexico e 0 0.0% 119,107 0.5%
New York 180,470 37.9% 2,658,384 11.9%
North Carolina : 3,724 0.8% 353,432 1 6%
North Dakota 1,976 - 0.4% 28,074 . 0.1%
Ohio , 3,553 0.7% 980,451 4.4%
Oklahoma ' 1,308 0.3% 171,980 - 0.8%
Oregon . 4423 - 0.9% 202,440 0.9%
Pennsylvania o 3,006 0.6% 917,659 4.1%
Puerto Rico , - 153 0.0% 76,754 0.3%
Rhodelsland =~ - - 5708 1.2% 134,179 0.6%
South Carolina ’ 434 . 0.1% 118,004 0.5%
South Dakota - 900 02% - - 25025 0.1%
Tennessee ' 6,944 1.5% 219,762 1.0%
Texas .~ 2410 0.5% 532,314 24%
Utah « : ) . 259 0.1% 77,959 0.3%
Vermont . o88 0.2% 65,748 0.3%
- Virgin islands o . - 0.0% . 3,461 0.0%
Virginia - RS 0.0% © 281,158 1.0%
Washington 4,070 0.9% 605,531 2.7%
West Virginia < 0.2% 121,635 0.5%
Wisconsin - .. _ .2126 0.4% 441,153 2.0%
Wyoming - © 1,537 - 0.3% 26,466 0.1%
TOTAL $476,539 100.0% $22,285,959 100.0%



Alabama

Alaska

Arlzona

Arkansas

California

Colorado

~ Connecticut

Delaware

D.C.

Florida

Georgia

Guam

- Hawalii
ldaho
Hlinois
Indiana.
lowa
Kansas
Kentucky
‘Louislana
Maine
Maryland
Massachusstts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey -
New Mexico
New York
North Carolina
Narth Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puserto Rico
Rhodse Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virgin Islands
Virginia
Washington
Waest Virginia
Wisconsin

. Wyoming

“TOTAL

ILLUSTRATIVE ALLOCATION OF EA CAP, BY STATE 1/
FY 1995

{90/10)

$1,363,283
207,423
4,554,936

' 1,217,316
67,673,706
2,577,169
32,302,162
279,773
3,651,654
8,501,319
6,848,614
17.309
1,147,151
527,983
7,718,590
8,316,121
1,004,833

1,759,587

551,801
331,722
541,008
4,437,376
23,589,870
10,856,743
6,583,317
162,038
3,260,411
226,320
655,585

2,918,579

744,212
22,648,518

' 223,400
147,456,791
3,602,538
1,612,361
4,643,534

1,351,474
3,871,630
4,165,590 .

264,778
4,757,868
564,129
757,520
5,893,841
2,800,721
350,979

' 863,263
6,491
465,786
4,348,777
865,085
2,505,780
1,263,353

$418,000,000

FY 1996
(80720}

$1,458,081
428,741
4,763,200
1,247,023
74,779,757
. 2,720,678
30,506,636
342,588
3,597,230

7,705,606

7,222,217

35,778

- 1,362,624
- 546,508
8,992,467
8,123,936

1,274,916 -

1,887,577
959,257
685,664

749,310

4,758,184
23,286,241
12,536,818

6,847,439

336,780

3,606,464

313,690
743,563
2,773,227
804,388
21,965,582
461,765
141,188,384
. 4,070,739

1,541,679

6,377,547

1,611,960

3,892,733

5,803,237

408,555
4,659,862
772.403
749,803
5,887,765

- 3,811,287

' 490,339

853,028
13,416

925,772

5,209,254
1,148,565
3,252,134
1,217,595

$432,000,000

FY 1997
{7o/30)

. $1,656,063
663,953
4,975,075
1,276,014
82,189,476
2,867,894
28,524,610
. 408,867
3,831,351

- 8,973,834
7,605,168
55,406
1,589,571

566,082

10,332,153
7,901,241
1,560,324
- 2,020,042
1,391,925
1,061,827
969,937
5,080,153
22,911,722
14,302,219
7,146,399
521,557
3,967,869
406,230
835,852

- 2,615,320

T 866,849
21,189,216

715,095

134,193,589
4,561,465
1,462,914
8,213,870
1,866,396
4,113,280
7,537,986

561,075
4,545,175
992,950
739,941
5,868,500
4,774,574

637,971

"1,025.397
20,776

- 1.414,562
6,301,897
1,341,843
4,041,412

- 1,166,129

~$446,000,000 -

FY 1998
(80/40}

$1,660,834
915,045
5,201,845
1,307,122
90,128,371
. 3,025,379
26,413,381
479,650
3,461,526
10,328,410
8,014,852
76,359
1,831,968
584,982
11,763,167
7,664,663
1,865,102
2,161,673
1,853,825
1,463,385
1,205,506
5,445,083
122,515,154
16,188,061

7.466,292.

718,798
4,354,071
505,038
934,450
2,447,166
833,620
20,363,591
885,527
126,747,344
5,085,748
1,379,060
10,174,572
2,179,509
4,242.475
9,380,205
723,910
4,423,403
1,228,438
729,517
5,848,735
5,803,170

795599
1,102,763

28,633
1,836,354
7.372,696
1,548,276
4,884,221
1,111,365

'$461,000,000 " -

FY 1999

(50/50)
$1,772,733
1,183,504
5,443,896
1,340,272
98,600,049
3,193,531
24,152,966
555,308
3,386,528
11,776,183
8,452,272
98,761
2,091,044

606,211.

13,202,558
7.410,934
2,180,892

- 2.312,948
2,347,658
1,892,718

1,457,338
5,824,201

22,088,941

18,203,485
7,807,837

929,681
4,766,714
610,667
1,039,818
2,267,087
T 1,004,946
18,478,609
1,274,665
118,771,822
5,646,003
1,289,250

12,270,617
2,492,794
4,380,257

11,370,208

897,997
4,292,758
1,480,179

718,302
5,827,055
8,802,725

964,110 |

1,185.404

37,034 | .

2,494,236
8,517,242
1,768,914
§,785,158
1,052,883

$477,000,000

1/Pro%ected State allocations for FY 1995-2004 represent weighted distributions of estimated EA oxpondltnres for
FY 1994 and raponed AFDC claims for the prior fiscal year.

03-Jun-94

FY 2000
(40/60)

$1,888,272
1,467,843
5,600,073
1,372,603
107,430,205
3,365,920
21,679,410
834,926
3,208,439
13,267,033
8.900,375
122,489
2,363,235
627,502
14,897,162
7.122,336
2,534,104
2,469,338
2,870,307
2,347,447
1,723,257
6,216,064
21,581,712
20,316,425
. 8,155,010
1,153,039
5,196,901
722,207
1,150,072
2,069,251
1,078,883
18,487,028
1,580,905
109,966,141
6,232,002
1,190,204
14,483,586
2,822,021

- 4,517,405
13,461,363
1,082,076
4,143,049
1,745,948
704,635
5,790,303
8,062,532
1,142,073
1,271,021
45,931
3,085,035
9,721,405
2,000,749
6,735,164
987,496

$483,000,000



Alsbama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Deolaware
D.C.
Florida
Georgia
Guam
Hawaii
idaho
Hlinois
Indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska
Nevada
New Hampshire
New Jersey
New Mexico
New York
North Carolina
North Dakota
Ohio
QOklahoma
Oregon
Pennsylvania.
Puerto Rico -
Rhode Island
" South Carolina
‘South Dakota
Tennessee
Texas
Utah
Vermont
Virgin Islands
Virginia
Washington
West Virginia
Wisconsin
Wyoming

TOTAL

FY 200t
{30/70)

$2,011,394
1,771,534

- 5,852,047

1,406,872
-116,847,955

3,549,505

19,030,025
719,914
3,203,540
14,920,216
9,377,548
147,831
2,653,744
650,130
16,608,545
6,812,228
2,900,698

- 2,636,012
3,428,489
2,833,126
2,007,199
6,633,688
21,034,711
22,571,136
8,524,325
1,391,598
5,655,723
841,306
1,267,707

" 1,857,268
1,157,702

17,422,742

1,807,989
100,527,413
6,857,190
1,084,048
16,846,513
3,173,414
4,663,061
15,604,174
1,278,656

3,882,084 -

2,028,726

689,870 .

5,749,752
8,300,829
1,332,100

1,362,286

565,434

3,716,038 -

11,006,767
2,248,189
7,749,432

917,575
$510,000,000

Fy 2002
{20/80)
$2,138,384

- 2,092,008
6,218,406
1,440,271
126,646,588

3,737,591

16,154,177
809,108
3,094,732
16,621,043
9,866,072
174,582

- 2,958,187
" 672,824
18,401,840

6,465,072

3,285,809
2,808,122
4,017,286
3,345,787
2,306,109
7,064,865

20,401,630

24,920,457
8,899,515
1,643,412
6,133,186

966,685 -

1,390,542
1,626,396
1,239,294
16,245,005
2,253,244
90,206,641
7,509,730

968,078 -

19,333,672
3,541,744
4,808,042

18,044,894
1,485,853

3,800,864

2,328,409

672,501
5,693,187
10,603,144
1,532,170
1,456,714
65,465
4,382,016

12,355,471
2,507,526
8,815,836

840,723

$527,000,000

FY 2003
{(10/80)

$2,273,413

2,433,999
6,501,078
1,475,506

137,077,624
3,837,403

13,075,858
904,167
2,977,478
18,433,336
10,385,003
203,113
3,282,588
696,862
20,311,316
6,002,048
3,606,311
2,991,154
4,645,219
3,802,572
2,624,803

7,523,398
19,718,650

27,441,740
9,297,638
1,911,986
6,641,476
1,100,362
1,521,366

1,379,166 .

1,326,095
14,981,306
2,621,481
79,149,053
8,204,678
843,844
21,985,405
3,934,233
4,961,453
20,551,230

1,706,800 .

3,606,005
2,646,853

653,727

5,630,940
11,891,481

1,745,486,

1,557,161
76,164
5,092,312
13,792,825
2,783,867
9,852,636

| 758,330
- $545,000,000°

03-Jun-94

FY 2004

{0/100)

$2,416,822
2,798,727
6,800,449
1,512,501
148,174,670
4,149,338
© 8,775,086
1,005,463
2,850,551
20,363,948
10,935,341
233,549
3,628,177
722,251
22,345,025
5,689,886

. 4,133,844
. 3,185,590
5,314,991
4,475,862
2,964,602
8,010,482
18,978,176
30,117,126
9,719,214
2,198,492
7,182,239
1,242,893
1,660,639
1,113,910
1,418,347
13,621,633
3,014,302
67,276,820
8,944,447
710,479

- 24,812,672
4,352,373
5,123,234
23,223,588
1,942,434
3,395,721

. 2,986,373
633,318
5,561,597
13,471,488
1,972,934
1,663,907
87,577
5,850,013
15,324,420
3,078,263
11,164,432

669,786
' $564,000,000




Alabama
Alaska
Arizona
Arkansas
California
Colorado
Connecticut
Delaware
D.C.

Florida
Georgia
Guam
Hawali
idaho
Hlinois
Indiana
iowa
Kansas '
Kentucky
Louisiana
Maine
Maryland
Massachusetts
Michigan
Minnesota
Mississippl
Missouri
Montana
Nebraska
Nevada
New Hampshire
Now Jersay
New Mexico
New York

North Carolina -

North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico
Rhode Island
South Carolina
South Dakota
Tennessee
Texas

Utah
Vermont
Virgin Islands
Virginia
Washington
Wast Virginia
Wisconsin
Wyoming

TOTAL

ILLUSTRATIVE ALLOCAT!ON OF EA CAP, BY STATE 1/
‘ (WITH HOLD HARMLESS PROVISION)

- FY 1995
- {BOf10)

$1,363,283

. 207,423
4,554,836
1,217,316
67,673,706
2,577,169
32,302,162
278,773
3,651,654
6,501,318
6,848,614
17,308
1,147,151

- 527,883
7,718,580

8,316,121

- 1,024,608
1,759,587
551,801
331,722

567,154

4,437,376
23,589,870
10,856,743

6,553,317

- 162,938

3,260,411

226,320
655,555
2,815,579
744,212

23,371,098 _
223,400

181,110,172
3,602,539
1,612,361

4,643,534

3,100,850

3,871,630
4,165,590

264,778

4,757,868
. 564,129

757,520
5,893,841
2,900,721

350,979 -
.883,263

© 6,481
465,788
4.348,777
965,085
2,505,789
1,263,353

$454,161,358

FY 1996
- (eor20)

$1,458,081
428,741
4,763,200

1,247,023

74,779,757
2,720,678
30,506,636
342,588

3,597,230

7,705,606
7.222.217
35,778
1,362,624
546,506

8,992,467 .

8,123,936
1,274,916
1,887,577

959,257
685,664
749,310
4,758,184

23,286,241

12,536,818
6,847,439

336,790
3,606,464
313,690
743,563
2,773,227
804,388
23,371,098
461,765

. 181,110,172

4,070,739
1.541,679
6,377.547
3,100,850
3,992,733
5,803,237

408,555

4,650,862

772,403
749,803
5,887,765
3,811,287
490,339
. /953,028
13,416
925,772
5,299,254
1,148,565

3,252,134 .

1,217,595

$474,816,293

FY 1907

(70730} .

$1,556,063

663,953 .
1 4,875,075 .

1,276,014
182,199,476
2,867,894
128,524,610
408,867
3,531,351
8,973,834

7.605,168 -

55,406
1,589,571
565,082
10,332,153
7,801,241
1,560,324

2,020,042

- 1,391,925
1,061,827
969,937
5,080,153
23,106,377
14,302,219

7,146,399

521,557

. 3,967,869
406,230
835,852
2,615,320
866,849
23,371,088
715,088
181,110,172
4,561,465
1,462,814
8,213,870
3,100,950
4,113,280
7,537,986
561,075

4,545,175 -

992,950
739,841
5,868,500
4,774,574

. 837,971 .
1,025,397

20,776
1,414,562
6,301,887
1,341,843
4,041,412
1,166,129

$496,507,674

FY1998

© (e0sa0)

$1,660,834
915,045
5,201,845
1,307,122
90,128,371
3,025,379
26,413,381
479,650
3,461,526
10,328,410
8,014,852
76,359
1,831,968
584,982
11,763,167
7,664,663
1,865,102
2,161,673
1,853,825

1,463,385

1,205,506
5,445,083

. 23,106,377
16,188,061
7,466,392
718,798

4,354,071

505,038

© 934,450
2,447,166
933,620
23,371,008
985,527
181,110,172
5,085,748
1,379,060
10,174,572
3,100,950
4,242,475
9,390,205
723,910
4,423,403
1,228,438
720,517
5,848,735

_ 5,803,170
795,509
1,102,763
28,633
1,036,354

. 7,372,606
1,548,276
4,884,221
1,111,365

$519,882,990

. FY 18988
(50/50)

$1,772,733
1,183,504
5,443,896
1,340,272
98,600,049
3,193,531
24,152,966
555,308
3,386,528
11,776,183
8,452,272
98,761
2,091,044
606,211
13,292,558
7,410,934
2,190,802
.2,312,948
2,347,659
1,802,718
1,457,338
5,824,201
23,106,377
18,203,485
7,807,937
829,681
4,766,714
610,667
1,039,815
2,267,007
1,004,846
23,371,098
1,274,665
181,110,172
5,646,003
1,289,250
12,270,617
3,100,850
4,380,257
11,370,208
897,997
4,292,758
1,480,179
718,302
5,827,055
6,902,725

964,110 . .

1,185,404
37,034
2,494,236

8,517,242 -

1,768,914
5,785,158
1,052 683

$544,856,341

" 1/Projected State allocations for FY 1995-2004 represem weighted distributions of esﬁmated EA oxpenditures for
FY 1984 and reportad AFDC clatms for the prior fiscal year.

03-Jun-94

FY 2000
(40/60)

$1.888,272
1,467,843
5,690,073
1,372,603
107,430,205
3,365,920
21,679.410
634,926
3,298,439
13,297,033
8,900,375
122,489
2,363,235
627,502
14,897,162
7,122,336
2,534,194
2,469,338
2,870,307
2,347,447
1,723,257
6,216,064
23,106,377 .
20,316,425
8,155,010
1,153,039
5,196,901
722,207
1,150,072 -
2,069,251
1,078,883
23,371,008
1,580,805
181,110,172
6,232,002
1,190,204
14,483,586
3,100,950
4,517,405
13,461,363
1,082,076
4,143,049
1,745,949
704,635
5,790,303
8,062,532
1,142,073
1,271,021
45,031
3,085,035
9,721,405
2,000,749
6,735,164
987,496

-$570,831,694




e

Alabama

- . Alaska

Arizona
Arkansas
California
Colorado
Connecticut
Delaware
D.C.
Florida
Georgia
Guam
Hawaii
Idaho
Hinois
indiana
lowa
Kansas
Kentucky
Louisiana
Maine

. Maryland

Massachusetlts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska

"Nevada
New Hampshire

New Jersey
New Mexico -
New York
North Carolina
North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico
Rhode island
South Carolina
South Dakota
Tennessee

- Texas

Utah
Vermont
Virgin islands’
Virginia
Washington
West Virginia
Wisconsin

Wyorning
TOTAL

FY 2001 .

{30/70)

$2,011,394
1,771,534
5,952,047
' 1,406,872

| 116,847,955

3,549,505
19,030,025
719,914
3,203,540
14,920,216
9,377,548
147,831
2,653,744
650,130
16,609,545
6,812,228
2,900,698
12,636,012
3,428,489
2,833,126
2,007,199
6,633,688
23,106,377
22,571,136
8,524,325
1,391,599
5,655,723
841,306
1,267,707
1,857,268

= 1,157,702

23,371,098
1,907,989
181,110,172
6,857,190
1,084,048
16,846,513
13,173,414
4,663,061
15,694,174
1,278,656
3,982,084
2,020,726
689,870
5,749,752
9,300,829
1,332,100
1,362,286
55434
3,716,038
11,006,767 -
2,248,189
7,749,432
917,575

- $598,602,780

. FY2002

(20/80)

$2,138,384

2,092,008 ..

6,218,406
1,440,271
126,646,588
3,737,501
16,154,177
809,108
3,183,314
16,621,043
9,866,072
174,582
2,958,187
672,824
18,401,840
6,465,072
3,285,809
2,808,122
4,017,286

3,345,787 .

2,306,109
7,064,865

- 23,106,377
24,928,457

8,899,515
- 1,643,412

6,133,186
966,685
1,390,542
1,626,396
1,239,294
23,371,098

2,253,244 -

181,110,172
7,509,730
968,078
19,333,672
3,541,744
4,808,042
18,044,804
1,485,853
3,800,864
2,328,409
672,501
5,693,187
10,603,144
11,532,170
1,456,714
65,465
4,382,016
12,355,471
12,507,526
8,815,836
840,723

$627,822,952

FY 2003
(10/80)

- $2,273,413
2,433,999
6,501,078
1,475,506

137,077,624

3,837,403
13,075,858
904,167
3,183,314
18,433,336
10,385,003
203,113

3,282,588

696,862

- 20,311,316
6,082,048
3,696,311
2,991,154
4,645,219
3,892,572
2,624,803
7,523,398
23,106,377
27,441,740
9,297,638
1,911,886
6,641,476

1,100,362

1,521,366
1,379,166
1,326,095
23,371,008
12,621,481
181,110,172
8,204,678
843,844
21,985,405
3,934,233
4,961,453
20,551,230
1,706,800
3,606,005
2,646,853
653,727
5,630,940
11,991,481
1,745,486

© 1,557,161
76,164
5,002,312
13,792,825
2,783,867
9,952,636
758,330

$658,944,474

FY 2004
- (07100}

$2,416,822
2,798,727
6,800,449
1,512,501
148,174,670
4,149,338
9,775,086
1,005,463
3,183,314
20,363,948
10,935,341
233,549
3,628,177
722,251
22,345,025 .
5,680,886
4,133,844
3,185,590
5,314,991
4,475,862
2,964,602
8,010,482
23,106,377
30,117,126 -
9,719,214
2,198,492
7,182,239
1,242,893
1,660,639
1,113,910
1,418,347
23,371,008
3,014,302
© 181,110,172
8,044,447
710,479
24,812,672
4,352,373
5,123,234
23,223,588
1,942,434
- 3,395,721
2,986,373
633,318
5,561,507
13,471,488
1,872,934
1,663,907
87,577 .
5,850,013
15,324,420
3,078,263
11,164,432
669,786

$692,043,781




ACF BASELINE
" FY 1995 BASE (3418 mil) *

SAVINGS

CBO BASELINE
" FY 1995 BASE ($418 mll.) * -

SAVINGS

*WITH HOLD HARMLESS PROVISION

EY 1995

$644
a4

(190)

$525

454

@)

FEDERAL SHARE COST/SAVINGS
($'e In Mililons)

FY 1096 "
- $740
475

- (269)

$598
475

(129)

EY 1907

$850
497

(353)

$682

- (185)

2
g

$910

(390)

b
8

. $975

(430)

$778

545

(233)

FY 1985-1999
TOTAL

$4,119

2,490

(‘1 ,628)

$3,312
2,490

(822)

03-Jun-94

FY 1995-2004
TOTAL
$9,025

5638 .

(4.287)

N.A,
5,638

NA




Income Maintenance Branch

Office of Management and Budget
‘Executive Office of the Pre51dent
' ,"Washmgton, DC 20503 :

" April 20,199

Please route to

Keith Fontenot Q@

. Bernie Martm
1/ Belle Sawhﬂl

Subjéctz' Welfare Reform Financing,fOptions :

" From: Stacy.Dean‘and Chris Ellerfsoan

Deéisidn needed

o 'I‘ake necessary action

‘Fax:  202/395-3910
* Room: #7026 - -

Please comment .
For your information
Per your request -

‘With mfonnatxonal copies for:

Phone: 202/395-4686 -

Per your request ‘we have attached the revxsed tables for the Dlrector’ s meetmg. |
Please let us know if 'we can prov1de you with any further information. - ‘




" Welfare Reform Financing Options

) : Dollars in Biuiops ‘ L
o L - i . -~ 5Year . 10 Year |
- .4/20/941503 ~ .. . - =~ ' Total Federal State = Total Federal ' State|

Summary:
A.ProgramSavings * .. . - - . - 600 - 511 08 1612 1432 180
'B. EnforcementSavings . . .. - 207 207 000 427 427 000

C. Extend Expiring Provisions: .~ .. 210 . 210 000 1146 ‘1146 000 -

“Total: Financing Options- -

DRAFT - 1




Subtotal

=

EITC: | R
Deny to Non-Re51dent Aliens * .~ . 013013 0.00
Reqixire'Reporting for DOD Personnel ~ o 0.16° 016 - 000
'Gamblzng

: Enforcement‘Savings" :

Increase Withholding on Gambhng Wmmngs S :
> $50K to36% T -~ 7052 052 0.00

Withholding Rate’of28% 5n Keno, Bingo,Slots .~ 025" 025 000

Require Informahon Reportmg on Wmmngs

> $10K fromGamblmg B 022 022 ) 0.00

Treasury currently reviewing this estimate.

033 033
040 040 -
078. . 078
032 032
061 06l

. ‘—jljl"ﬁfuﬁJ ’
Welfare Reform Financing Options |
— 'Dvol'larsin Billions ’
o ... 5Year .- 10 Year. ;
4/20/941503 . . " . . Total Federal State Total Federal State| -
A. Program Saﬁings .
¢ Limit EmergéncyASsistaﬁCer o “‘,1;5(:),“‘ 150 g 0.00 400 400 000
o Make Current 5 Year SSI Deemmg Rules
Permanent and Extend to' AFDC and Food
‘Stamps After 5 Years, Cormnue Deemmg for -
those Sponsers with AGI > 40K for 10 yearsor . . S ‘ o T ‘
»Cltxzenshlp Limit Assistance to some PRUCOLs. 3130 224° 089 . 870 690 - 180 -
* Income Test Meal Renmbursements to Fam;ly , o S - , L
' DayCareHomes . : o e 057 ‘-0.5’7: . 0.00. 172 172 000 g
¢ Limit Defic’iency I’aymehts'to 'I'Eo'seMaking" Lo e P
‘ $100K or More from Off-Farm Income per Year . 049, 049 000 105, 105 000
¢ Graduated Interest Rates for Early Redempt}on Co o T
‘of Savmgs Bonds ~ © .- .03 031 000 065 065

DRAFT 2



http:L5O,0.00

| welfare RefOrmFmanangoptmns

Dollaxs in Bilhons

5 Year o

10Year o

4/20/94 1503 .Tozal. Federal  State  Tofal Federal Swmte|

LmutTaxDeferred Annuxty!nterestBuﬂd-Up e T
of ]OOK/SOK perYearAnnmhes A (”"0.'80_ . 080 . 0.00

Subtotal

| 'C Extend Expu'mg Provmons"

* Hold Constant the Portmn of Food Stamp

o OverpaymentRecovenes that StatesMay IR Do e
CoKeep | oL T e 005 005 5000

e Fees for Passenger Processmg and other Customs co Lo SN
' ASemces o Lo g S 000 ,()200 - ‘,’(}..OQ

. _'extend'Raﬂrdéd SAfé&‘ﬁsérFeefs . 016 016 000

‘0. Cuarantee theSecunhes Issued mConnecnon S
- w1th VAsD1rect LoanSales T S JOZOS' 0.08 000

. Increase the Housmg Loan Fee to 3% for Mulhple "
. use of the guaranteed home loan program when f R S
there is less than aS% downpayment e L7003 003 0.00

. ‘Increase the Housmg Loan Feeon most guaranteed »
‘Loans by . 75% (e, nodownpaymentloan fee T
mcreased froml 25% to200%) ST 014 1014 000

. Extend VA's Authonty to Cons:der Resale =
" Lossesin Determining Whether VA Should Pay o
the Guarantee or Buy the Foreclosed Property and A
Resellit .~ .~ S ‘ 002" 002 - 0.00
. ~C611'ect the Cost of Treating Service Connected
Veterans for Non-service Connected Condmons - o
'from Health Insurers SO o 0.39 - 0.39 - 0.00

-, Some ‘savings réciuire addffional administrative effort which hie}; have discretionary costs.

183

012 -

104 -

o4

0.16
014
078,
009

295

18000

012 . 000

104 000

041771000

016 000
014 000
078 000 .
009 000

295 000
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Welfare Reform Financing Options
R ‘Dollars in Billioris ’
, . ‘ . A 5 Year ’ "~ 10Year
. 4/20/9415:03 . . - . Total Federal State-  Total Federal State
S e Collect Per Diems and Copayments from Certam L IR
' Veteransfor Non-semce Care o 005 005 000 031 031 0.00
s VA pensxons and Medncal Cane Cost Reeovery
Verify veteransself-reported income data wzth L e ' R
the IRS and SSA | R V 021 021 - 000 - 135 135 0.0
s Cap means—tested pensxon beneﬁts at $90 per - -
month for veterans and survivors who receive S - ‘
Medicaid nursing home benefits ) K .7 o019 0019 N/At 1.30 130 N/A*
" Round down mdni}dy benefit levels and provide
~ reduced COLAs to beneficiaries grandfathered , : o .
- into the new survwors program .o 064 064 000 198 - "1‘.9A8‘ 000 . ..
» Mamtam al beneﬁt COLAs at 50% whxch ,
- was to have been a full COLA in 1994 but was elxmmated U -
-and reduced by 50% in 1995 in OBRA93 015 - 015 0.00 083 0.00.

Subtotal

Total: ,F.inancliﬁg‘. thions

Possiblg Alternative

« - Gambling Excise Tax‘at 4% . 316 316 000 721 721 000

o Thxs proposal represents a-shift from federal VA costs to federal/ state Medicaid costs. States woulcl
bear the cost of the federal savings. :

DRAFT
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~ Welfare Reform Financing Options

A Pfograixi-Sav‘iI'lgs'
Lzmlt Emergency Asszstance

5 year Federal savings:, $1 5 B .. 10 year. Federal savings: - 3 40 B -

e Limit each State’s AFDC emergency assistance expenditures.
f' ~ Specifics'of this proposal are still under development '

Tighten Sponsorsth and El:gtbzlzty Rules for Non- Czt:zens

SSI, AFDC and Food Stamps Tequire that part of a legal 1mm1grant sponsor s mcomé :
‘is deemed available to the. immigrant for a limited time, should he/she need public
 assistance. The following t1ghtens beneflt ehg1b1hty for non—c1t1zens and lengthen

the deeming perlod :

T

' 5.year Federal savings: $ 224B 10 year Federal savings: $6.9 B
Change the deeming period for AFDC and Food Stamps from three to five'
~ years, and permanently extend SSI's five year deeming provision (thxs
~currently reverts to three years starting-in FY1997.) :
o Deeming continues for another five years (10 year total) for aliens whose
" sponsors have’ ad}usted gross income over $40,000." :

. PRUCOL eligibility criteria in the SSI, AFDC, and Medlcald programs would
: .be conformed to the txghter Food Stamps criteria., ,

’Income Test. MeaI Retmbursements to Famzly Day Care Homes

. v5 year Federal savmgs $57B - 10 year Federal savmgs $ 1.72B

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

. Other homes could choose between:

(a) not rheans-testing 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.

Limit Defiéiency Payments to Those Maki‘rvz_g $100,000 or More Annually From Off-
. ) 1 ‘ o




Farm Income V 7 ; ‘
5 year Federal savmgs $.49 B , 10 year Federal savmgs $ 1.05B
Producers receiving $100,000 or more in off-farm adjusted gross income
would be mehglble for Commodlty Credlt Corporatlon (CCC) crop subsxdles
| Graduated Interest Rates for Early Redempt:on of Savmgs Bonds |

5 5 year Federal savmgs $ 31 B . 10 year Federal savmgs "'$ 65
* - New savings bonds issued would 1mt1a11y yleld 2% interest, w}uch would |

- gradually rise over 5 years to 4%. ,
. Current outstanding bonds unaffected.’

- B.-  Enforcement Savin'gs “
Deny EITC to Non-Resident Aliens

5 year Federal savm'gs’ $13B° . - 10 year Federal savings: $.33B-
e Deny EI’I‘C to nonres1dent aliens such as forelgn students professors, etc

Requzre Income Reportmg for DOD Personnel for EITC Purposes

5 year Federal savmgs $ 168 - 10 year Federal savmgs $.4 B.

* ° Families living overseas and on active rmlxtary duty would become EITC
. eligible (a coster). S
. To finance the above cost, and produce net savmgs, DOD would report

nontaxable earned income (such as subsistence and hvmg quarters .
allowances) paid to military personnel, overseas and statesrde Such income
is counted for EITC purposes . :

.AIncrease Wzthholdmg Rate on Gamblmg Wznnmgs
. 5 year Federal savmgs $ 52B 10 year. Federal savings: $.78B
. Increase the Wlthholdmg rate from 28% to 36% for gamblmg winnings over.
$50,000. Odds.of wmmng would be lrrelevant E
Withhold 28% From Keno, ango and Slot Machme Wznnmgs _
5 year Federal savmgs $.25 B o - 10 year Federal savings: $.32B

e  Impose 28% thhholdmg on winnings over $7 500, regardless of the odds.
- (No thhholdmg is currently done.)




- Information Reporting on Gambling Wi?_fmings

5 year Federal savings: $.22B . ‘10 year Federal savings: $ .61 B
Require reporting on gambling, bingo, 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 : o

‘L:mtt Tax Deferred Interest Buzld Up of Large Annuztzes
5 year Federal savmgs $ 8B - 10 year Federal. savingsl: $1.83 N

. Prohibit tax deferral on interest accruing to annuities that pay annual mteres
incomes over $1 00 000 for couples, $50 000 for smgle persons.

‘_ C Extend Expmng Prowsmns
‘Hold Constant the Food Stamps Overpayment Recoverzes States May Keep

5 year Federal savmgs $ 05 B~ . 10 year Federal savings: $ 2B

Extend 1990 Farm Bill provision lettmg States keep 25% (rather than 50%) of|

Food Stamps recovered due to fraud/intentional program violations.
*  Extend the provision letting States keep 10% (rather than 25%) of Feod
. Stamps recovered due to other unintentional errors. =
e - This prov1smn, ‘which would extend the current recoverles rate structure
currently expires in FY1996 ‘ ‘ : :

Feés for. Passenger Processmg-'a’nd Other'CuStQms Services -

. 5 year Federal savings '$0.0B ' 10 year Federal savings: © $1 04B

- e Extend the flat rate charge for merchandlse processmg and other U S. custom‘

, services permanently.
. The current fee. structure, extended by NAFFA expxres after FY2003

Ertend Railroad Safety User Fees

5 year Federal savmgs $ 16 B. - 10 year Federal savmgs $341 B
Extend (and expand) railroad safety.inspection fees.

The prowsxon would extend the fees permanently Currently they are set to [

expire in FY1996

1 Preliminary staff es"timate,‘Based on extrapolation of prior year savings.

3
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(Guarantee the Securities Issued in Connectxon thh VA S D:rect Loan Sales

A 4 Program

Increase VA Housmg Loan Fee by 75 percent

. Syear 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 institutions package these mortgages
" into securities and sell them to investors. "VA has the authority through
December 1995 to guarantee investors the hmely payment of principal and
;',mterest 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 increased default habxhty of thrs
proposal. '

Permanently extendmg tlus provrsmn would sustam the current hrgher price, -

' pald to VA for their direct loans sold to'the secondary market

Increase VA Housmg Loan Fee for Multzple Use of - the Guaranteed Home Loan ‘

5 year Federal sawngs $.03 B I 10 year Federal savmgs $.14B ,
The loan guaranty program, estabhshed 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 beneflcxary can use the Home Loan
“Program. OBRA 1993 increased the fee to 3 percent through FY1998 for ‘
multiple use of the guaranteed home loan program when there is less than a-

- 5 percent downpayment. o
This proposal would permanently extend the 3 percent fee for multlple use A
when there is less than as percent downpayment ‘

5y 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. - o

OBRA 1993 increased the fee on most guaranteed home loans by .75 percent
‘through FY1998 (e g., the no«-downpayment fee 1ncreased from 1.25t0 2
percent). ‘
This proposal would perrnanently extend the fee i mcrease Increasmg the fee
reduces the taxpayers’ subsidy to this program while continuing to offer |
veterans a downpayment and fee package that would be below conventiona

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

i.e., thirty years, the cost would not be srgmﬁcant to benefmanes )




Extend VA's Authority to Consider Resale Losses on Loans
- Syear Federal savings: $.02B- 10 year Federal savings: $: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
‘petentlal for losses on the resale of a foreclosed property through FY1998.
. This is consistent with the acquisition demsmnmakxng of private mortgage
insurers who consider resale losses.
¢ This proposal would make permanent the mclu51on of potenhal losses’ on the
 resale of a foreclosed property in the formula o :

VA Medical Care Cost Recovery Program Thzrd Party Health Insurance ‘
.Rezmbursements ‘ _ e

- Syear Federal savmgs $ 39 B . 10 year Federal Savmgs $295 B
e . In 1986, VA received permanent authorlty 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 servxce-connected veterans for treatment of nonsermce-
v connected ‘conditions. "
e © OBRA 1993 extended the servxce-connected authonty to- the end of FY 1998
e-  This proposal would make thls authorxty permanent :

VA Medzcal Care Cost Recovery Program Per Dzems end Prescrzptxon Copayments

- 5year Federal savings: $.05B = 10 year Federal savmgs $.31 B
- (OBRA 1990 authorized VA to collect hospital and nursing home per diems
“and outpatient prescripnon 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 make this authority permanent.

VA Pensxons and Med:cal Care Cost Recovery Programs Income Verification
Match | ' : I

5 year Federal savings: $.21B . .- 10 year Pederal savings: $135B
Under current authonty, 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. =
e For pensions, the proposal would improve program 1ntegr1ty by reducmg
a overpayments that occur when self-reported ‘income is the only information
used to verify eligibility. For medical care,.the proposal would allow VA to




vA Penszon Benefzts for Veterans and Spouses m Med:cazd Nurszng Homes B

« Round down and Reduce COLA Ad]ustment for VA Death and Indemmty
_ Compensatzon (DIC) Beneﬁts . . S

Maintain Montgomery GI lel (MGIB) COLA at 50 Percent

- VA pensions-is a ‘means-tested program which provides monthly cash
'FY 1998 a prowsmn that caps pension benefits at $90 per month for 3
‘beneficiaries receiving Medicaid nursing home benefits. -

~ This proposal does not affect the pension beneficiaries. It reduces the. amount o

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

This proposal would make permanent this provxsmn which is currently

- 5year Federal savmgs $ 64B- .10 year Federal eevings %1 98‘B
The DIC program provides monthly cash benefits to survivors of service- -
. connected veterans who died dunng xmhtary service, or after service from |

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

'5 year Federal savmgs, $.15B - 10 year Federal savings: $.83B:
‘Servicemembers and veterans who have elected and contributed to the MGIB

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

“in FY 1996 and beyond

!

more effectlvely 1dent1fy and collect copayments from hlgher income

veterans.
‘This proposal would make this authonty permanent

5 year Federal savmgs $ 19B 10 year Federa] savings: . $1.3 B '_ K

support to ehgxble veterans or their survivors. OBRA 1993 extended thrbugh ' ’»

of income that the beneficrary would have to turn over to the Medicaid. -
program to help offset the costs of their nursing home care.

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

scheduled to expxre in FY‘1998

their service-connected condition.
OBRA 1993 provided authority to round down the ‘monthly benefit levels to

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 this authorlty permarnent for those benefrcxanes
who beneflted by electmg to stay in the old payment structure. :

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, ehmmated

Lol

This proposal would permanently reduce future ‘COLA increases by 50 percen
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Possible ‘Altemative
Excxse Tax on. Gamblmg Revenues

year Federal savings:-$ 3.16 B o 10 year Federal savmgs $ 721B

Tax gross revenues (wagers minus. wmmngs paid out) from all gambhng ‘

activities at 4%. (Current Federal excise tax is imposed at.a 25% rate on gross

" wagers from a small subset of gambling activities.) :
e State lotteries would be exempt from this tax.




2002

Net effect ' o 0

Wt

PROVISION” 1995 1996 1997 1998 1999 2000- - 2001 2003 2004
 BECTION 601 :
COOPERATION AND GOOD CAUSE
Collections ) : T .
AFDC/payments to families 0 40 a1 140 154 163 169 171 174 176 424 1,278
AFDC/offset 0 64 181 240 280 320 357 389 417 442 735 2,660
Expehditures (IvV-D) -
increased costs ' 4] 147 162 177 194 195 198 201 204 207 680 1,688
Sanctions ‘ . '
IVA benefit reductions o ‘37 84 62 39 25 25 26 26 28 223 350
expenditures IVA .0 2 2 2 2 .2 2 2 2 2 8 18
sanctions savings : 0 35 82 60 37 23 23 24 24 24 215 332
Net Effect . ‘ 0 48 71 (123) (123) (148).  (182) 211) (237) (259) (270)  (1,308)
SECTION 602
EXPANDED ELIGIBILITY FOR IVD SERVICES
; Collections . ) ; o
- NAFDC/cost avoidance .0 0 1" 55 150 308 480 588 580 603 215 2,717
NAFDC/no cost avoidance o 0 314 961 1,967 3,446 = 3,627 3,767 3,889 4,050 3,242 22,071
' Expenditures
increased services : 0 0 6 18 35 59 - 59 59 59 59 59 351
elimination of fees 0 0 24 25 26 26 27 28 - 28 30 74 214
Net Effects ) .
Net Effects ¢ 0 28 31 31 24 (6) (25) (29) (33) 80 22
SECTION 603
DISTRIBUTION OF PAYMENTS
lncréased payments to families : . . .
current law 0. 0 o 151 163 175 187 197 207 214 314 1,294 -
proposal 0 o] 4] 26 40 55 70 78 82 . 88 67 437
-Increased cost avoidance 0 o 0 35 M - 46 51 §5 58 60 76 3486
0 142 162 184 205 220 231 240 304 1,385



PROVISION

Expenditures (state audits)

1995 1906 1997 1698 1699 2000 2001 2002 2003 2004  5Year ' 10 Year B % A? e
| \ URAFT
‘SECTION 604 ’
DUE PROCESS RIGHTS negligible costs
_’SECTION'SOS
PRIVACY SAFEGUARDS negligibie costs
SECTION 606
ACCESS TO SERVICE negligible costs
SECTION 811
FEDERAL MATCHING PAYMENTS (see tables at end)
SECTION 612 _
INCENTIVES AND PENALTIES
Collections ,
AFDC/payments to families 1 2 3 5 6 8 9 11 12 14 18 70
AFDC/offset : 1 3 5 8 12 16 21 .26 31 ‘38 29 159
NAFDC/cost avoidance 1 1 3 4 6 8 11 13 16 19 15 82
Expenditures .
decreased costs 2 6 12 17 23 . 29 35 41 47 54 61 266
increased costs 1 3 4 6 . B 9 11 13 15 17 23 88
Net Expenditures (1) {4 (7) {11) (15) (19) (24) (28) {32) (37) (38) (179)
Net Effects @) @ {13) - (20) (28) (37) (46) (56) (67) o7 (70) (353)
SECTION 613 . (this éection incorporates all state ADP costs for the proposal)
~ AUTOMATED DATA PROCESSING
State systems (enhanced) .18 ) 48 86 A -] 57 43 17 13 13 13 253 351
State systems (regular) 5 18 B3 79 79 70 81 61 61 81 264 576
SECTION 614
REVIEWS AND AUDITS
2 3 5 5 5 5 5 5 5 & 20 45



PROVISION .. 1995

1998 1997 1998 1999 2000 2001 2002 - 2003 §Year 10 Yeer: @
SECTION 615 A %A? MEE '
TRAINING AND STAFFING
Expenditures (state tming) g 5 8 8 8 8 8 7 ] & ] 71
Federal Discretionary s ] 5 5 5 5 5 5 5 5 25 50
SECTION 616
SECRETARIAL ASSISTANCE TO STATES
AFDC collections tap )

T&TA ) 24 27 . T as, 40 48 52 59 63 66 158 444
ADP .24 27 N 35 ‘40 46 52 ‘59 63 68 168 444
SECTION 617 . _
DATA COLLECTION AND REPORTS {negligible costs)
SECTION 621 and SECTION 622 -
CENTRAL REGISTRY and- CENTRALIZED COLLECTION AND DISBURSEMENT
Collections .
AFDC/payments to families 0 ] o [¢] 15 33 53 74 77 80 T s 333
AFDC/offset . 0 o’ 0 0 61 ET] 210 296 310 321 81 1,330
NAFDC/cost avoidance . . 0 o 0 0 199 428 6885 863 1,022 1,067 199 4,364 -
Expenditures {see Section 613)
Net Effects o o o o (101} @17 @47y . (489) (514} (535) {101} - {2,203)
SECTION 622 . .
CENTRALIZED COLLECTION AND DISBURSEMENT (see Section 813 and Section 621)
SECTION 623 ) :
AMENDMENTS CONCERNING WAGE WITHHOLDING {no additional costs)
SECTION 624

. LOCATOR INFORMATION FROM INTERSTATE NETWORKS AND LABOR UNIONS
Collections N . )
AFDC/payments to families ‘ .0 o 1 1 1 1 1 1 1 1 3 7
AFDC/offset o 2 3 3 3 3 a -3 3 a 11 27
NAFDC/cost avoidance o 2 4 4 4 4 4 4 4- 4 14 24
Expenditures : 0 1 2 2 2 2 2 2 2 2 7 17
Net Effects {excluded to account for interactions)



F;RO"IISION - 1685 1996 1957 1998 1993 2000 2001 2002 T 2003 2004V 5 Year 10 Year

TR

SECTION 625 '
NATIONAL CHILD SUPPORT ENFORCEMENT CLEARINGHOUSE

ENTITLEMENT (W-4)

Collections

AFDC/payments to families 0 0 [¢] 24 48 73 a9 101 102 - 104 72 552
AFDC/offset _ 0 o o 61 131 218 315 . 337, 356 an 193 1,791
NAFDC/cost avoidance R R ¢ 4] 118 245 385 539 | 563 600 534 383 3,084

. Expenditures . .

“ Increased Costs ' 0 ) o] 1] 17 34 52 . 70 A .72 73 51 389
Net Etfects (entitiement) 0 "0 0 (68) (147) (244) (353) - (379) (403) (a25)  (215) C @09
DISCRETIONARY
Federal Systems (Discretionary)

Nat'l Registry 1 1 1 5 5 5 5 . B 8 5 12 a5
New Hires (W-4) 5 3 3 " - 1 11 11 11 1 11 a1 84
Emp Sec info 1 4] [} 2 2 2 2 -2 2 2 s 14
Total NCSE Clearinghouse 7 3 3 17 17 17 17 17 7 17 48 133
SECTION 826
EXPANDED LOCATE AUTHORITY
Federal Systerns (Discretionary) - . :
Nat'l Locate Reg 1 ’ 1 1 4 4 4 4 4 4. 4 - 10 29
SECTION 827
STUDIES AND DEMOS--FPLS
Federal Discretionary : (see Section 616)
SECTION 628
USE OF SOCIAL SECURITY NUMBERS (negligible costs)
SECTION 635

STATE LAWS PéOWDING EXPEDITED PROCESS

Collectons . R

AFDC/payments to families o 0 [+} 14 28 43 58 . 59 £9 80 42 321

AFDC/otfset 0 0 (4] 55 118 195 280 298 314 327 174 1,589

NAFDC/cost avoidance 0 o] R ] 86 . 180 289 411 433 480 480 267 2,340
. o] 0

Met Effect . ' ] [+] 0 o . (73y . (154) {253) (362) (385) (408) (423) (227) (2,057)



»

PREVISION . 1985

2001

5 Year

PATERNITY ESTABLISHMENT DEMONSTRATIONS

(not costed)

1696 1997 1998 1999 2000 2002 2003 - 2004 10 Year
SECTION 636
- ADOPTION-OF-UNIFORM-STATE LAWS

Collections
AFDC/ payments to families 4} 2 5 8 - 10 10 11 11 .11 11 25 . 79
AFDC/ottset 0 8 17 27 38 42 45 48 51 53 89 330

' NAFDC/cost avoidance [+] 33 69 107 149 159 170 179 190 189 . 358 1 ,256
Net Effect” ‘ 0 (14) (30) 48) (88) - (74) (79) (84) (89) ©3) (161) - {581)
SECTION 640 )
STATE LAWS CONCERNING PATERNITY ESTABLISHMENT
Collections
AFDC/payments to families 0 & [} [ & 8 7 7 8- 8. 24 60
AFDC foffset : . . 0 g 10 11 12 ) 14‘, 18 17 19 21 a2 128
NAFDC/cost avoidance . ' 0 18 18 19 20 22 25 27 30 32 74 210
Expenditures )
decreased cost 0 19 20 20 21 22 23 .24 26 27 80 202
Net Effects ‘ 0 32) (33) (34) (36) - {40) (44) 47) (51) (54) {136) {372)
SECTION 841
OUTREACH FOR VOLUNTARY PATERNITY ESTABLISHMENT
Expenditures : ’ 5 7 4. 4 4 4 4 4 4 4 ‘24 44
SECTION 642 . -
FAILURE TO ESTABLISH PATERNITY PROMPTLY -
STATE IVA FMAP (Fed savings) 0 0 0 0 0 0 (16) (20) @n (55) [+] (138)
SECTION 643 -




PROVISION - 1995 1908 1997 1998 1999 2000 2001

2002 2003 2004 5 Year 10 Yeor
SECTION 651
NATIONAL COMMISION ON CHILD SUPPORT GUIDELINES
Federal Discretionary 1 1 2 2
SECTION 852
MODIFICATION OF CHILD SUPPORT ORDERS.
Collections .
NAFDC}ﬂqst avoidance 0 . e V] O 4] 84 172 264 288 309 7 o} 1,098
NAFDC/no cost avoidance 0 ¢} 0 o- [+} 10 38 . 85 136 178 ] 449
Expenditures o] N1 ¢ o} 0 105 ) 114 124 ,133 135 0 612
Net Effects o [} 4] o ¢ V] 92 . 80 ‘71 76 73 o] 393
SECTION 653 _ . )
STUDY OF USE OF TAX RETURN INFORMATION FOR MODIFICATION (See Section 616)
SECTION 881 .
REVOLVING LOAN FUND {$100m or negligibla ¢osts)
SECTION 662 )
FEDERAL INCOME TAX REFUND OFFSET-  {tobe costed by IRS)
SECTION 683 .-
1R8 COLLECTION OF ARREARS (to be costed by IRS)
. i
: 2]
SECTION 664 “
AUTHORITY TO COLLECT SUPPORT EMPLOYMENT RELATED PAYMENTS BY US GOV {nct costed) ;
THORIT , |
SECTION 685 <
LIENS . © {notcosted-interactive effects)
SECTION 666
VOIDING OF FRAUDULENT TRANSFERS {negligible savings)
SECTION 667
SUSPENSION OF LICENSES
Coltections )
AFDC/payments to families [¢] 3 7 12 17 18, 20 21 .22 22 40 143
AFDC/ottset 0 14 29 48 68 74 78 ) 83 87 80 159 571 .
) - : ] ¢
NAFDC/cost avoidance o . 44 as 154 223 239 . 256 270 286 289 S§16 1,866
Expenditures . )
increased costs o] 1 2 3 4 4 4 4 4 4 10 31
Net Effects o {21) {46) (75) (109 (117 (126) (133) (140) (145) (252) (913)



>
-

PRO\’ISI&JN‘ - ’ 1995 1996 1897 1998 1998 2000 2001

SEVERABILITY {no costs/savings)

2002 2003 2004 S Year 10 Year

SECTION 868

REPORTING ARREARAGES TO CREDIT BUREAUS

-Collections

AFDC/payments to {amilies . 1.6 1.6 1.8 1.8 1.8 1.8 1.8 1.8 1.8 1.8 g 18
. AFDC/cftset 8.4 6.4 7.2 7.2 7.2 7.2 . 7'.2 7.2 7.2 7.2 34 70

NAFDC/cost avoidance 18 17 18 19 20 20 -2 20 20 20 180

Net Effects . (savings excluded to account for interactions)’

SECTION 669

EXTENDED STATUTE OF LIMITATIONS - {negligible savings) .

SECTION 870 -

CHARGES FOR ARREARAGES (not costed)

SECTION 671 _ :

VISITATION ISSUES BARRED  {no costs/savings)

SECTION 681

NO INCOME TAX DEDUCTION FOR CHILD OWED PAST-DUE SUPPORT ' {tobe costed by IRS)

SECTION 882 ) .

TREATMENT OF SUPPORT OBLIGATION UNDER BANKRUPTCY: {negligible savings) -

SECTION 883

DENIAL OF PASSPORTS FOR NON-PAYMENT (See Section 667)

SECTION 685 ' :

CHILD SUPPORT ENFORCEMENT AND ASSURANCE DEMONSTRATIONS

Net Expenditures {demo) 0 o . 25 55 B 70 © 70 70 55 150 415

Expenditure (evaluation) - . 2 2 2 2 3 3 3 5 16

SECTION 686

MINIMUM BENEFIT DEMONSTRATION {hot costed)

SECTION 691 )

GRANTS TO STATES FOR ACCESS AND VISITATION PROGRAMS

Net Expenditures . 5 s 10 10 . 10 100 10 10 10 10 40 80

SECTION 695 ]

EFFECTIVE DATES: {no costs/savings)

SECTION 696




. -
-

142

AR

PROVISION 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004  5Year 10 Year
CUMULATIVE TOTALS (INCLUDING ADP)
COLLECTIONS ,
AFDC/payments to families 1 53 112 207 285 355 425 454 465 476 658 2,834
AFDC/offset 1 L 97 212 450 721 1,010 1,323 1,495 1,685 1,662 1,481 8,557
NAFDC/cost avoidance 1 96 196 543 1,172 1,897 2,728 3,269 3,471 3,640 2,008 17,014
NAFDC /no cost avoidance 0 0 314 961 1,967 3,456 3,665 3,853 4,075 4,229 3,242 22,520
Total Collections 2 - 246 835 2,161 4,145 6,719 8,141 9,070 9,597 10,007 7,389 50,824 .
EXPENDITURES ’ :
Entitlement (regular) 22 165 280 326 383 -~ 525 580 567 583 583 1,176 3,894
~ Entittement (enhanced) 16 48 66 85 57 43 17 © 13- 13 13 253 351
Federal Discretionary 13 9 9 26 26 26 26 26 26 26 82 212
SANCTIONS AND PENALTIES X . ) .
Sanctions (savings) 0 (35) " (82) (60) @7) (23) (23) (24) (24) (24) (215 (332)
. Penalties (federal savings) 0 0 0 0 0 0 - (16) (20) 4N (58) 0 (138)
FINANCING CHANGE (SECTION 615)
- Base under Current Law FFP V : .
federal share 793 875 977 1,090 1,228 1,353 1,476 1,594 1,706 1,808 4963 . 12,900
state share (599) (658) - (703) (745) (775) (820) (855) (884) (906) (920)  (3,480)  (7,865)
- Base under New FFP ‘ ‘ S
' federai share 794 953 1,156 1,054 1,240 1,416 1,508 1,781 1,063 2,087 5197 14,042
state share (600) (736) (882) (709) (787) (883) ©77)  .(1,071)  (1163)  (1,199)  (3,714)  (9,007)
. Change , o 4 4 ‘ ‘ ‘
federal share 1 78 179 ' (36) 12 63 122 187 " 257 279 234 1,142
state share (1) 78) (179) 36 (12) (63) (122) (187) (257) (279) @84 (1,142
DISTRIBUTION CHANGE . . o N -
Decrease in offset $ 0 0 0 162 184 205 220 231 240 304 1,385

-
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TIMING: Good at any ime. Especially strong hook for April 15.

BASIC THESIS: When Amerlcan taxpayers mall thelr retums by April 18, they may be
disconcerted by the fact that some of tha money they send to Washington will bo sent back
out fmmodiltely as a direct federal cash payment to lllegal aliens. ~

QUOTE; * tlegal aliana can get Eamed Income Credit refunds, even H they havo paid no
taxes; nothing in the tex form asks If they are iilegsl.* Amanda Michanczyk, publlc affairs
official of the Intermal Revenue Servi co (11MARS4). . :

mﬁw Congms and its laws suggest a publlc stance agalnst fllegal
immigration. They sey that:
" 1, 8 citlzan of another countr,r must not enter the U.S. without official U.S. permission;
2. a foreign citizen with official permias!on to enter the U.S. may not stay longer than a vlsa 4
allows;
- 3. foreign cltizans who violate #1 or #2 may net hold a job in the us.

. BUT, B
i forel gn itl 2ens succeed In vlolat ng those prohibitiens while working at low-Income jobs,
Congress has written a law that w;ll raward them with annual cash payments of up tc

hundreds of dollars,

(50 0.0)
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IMAQES: |
] Cover of IRS sxc publ!catlon with noted irony thl! the words apply oqually to u.s.
citizens and Ilegal ailans. :
Title: "Did you Know? The Govarnment May Owe You Manty!!"
COpy in cover box: “In 1863, if You .
: s Had 2 Job,
~ o Earned Less Then $23,080, and
« ¢ Had a Child Who Lived With You
You may quallty for the Eamed Income Credit”
Voiceover could be something like: But you don't have to b. an Amorlcan In fact it you are a
foreign cltizen who entered the United States lllegally, the govemnment stlll fesls it owes you
money and will glve you hundreds of dollars If you file the proper forrn

) Locate an lHegal allen, protect his or hor Identity and show ﬂlling out Eamad Income
Tax Credit form Show !ater with !HS check. .

l Addlitional or anernat. option Show illegal alien being holped 1o file an elec’cronic
raturn. The money should asrive within no more than a few days. EIC for an ilsgal aflen can
seom botter than an ATM machlne .

4 . Show steps cf the procass as described below: thc Soclal Security numbet comput-r
matchup The Unpostables Unit. Assigning of new national Idenﬁﬂcaﬂon number

* Contrast shots of & more typical Amerlcan taxpayer ﬂmng out tax forms with faotage of
tllegai aliens sceling the walls on the San Diego border (with tha vory real prospect of having
ths IRS reward them for thelr sfforts).

; The jarnng lmagt of the federal governmant using Amencana tax
paymanta to provide & gift to lilegal alians is made possible because of the way Congress set
up the Earned Income Credit.

; “Tho credit is doslgnad to gwe low4nccmo American workers a cash payment &t tax time 10
~ help engure that they make more by working than do Americans who raly solely on qul]
welfare assistanca. Some of the credit payment to the workers I8 a refund of Incoma taxes

that were withhald from thelr pay checks. But many workers have not made high enough

Income to have had any income taxes withheld; they get a credit rerfund regardless.

But the Earned Income Cradit also (s qutta easily available to illegal alisns - those foreign
citizens axprassly forbidden by law to be In the United States or t0 hold a job. :

Thera is a snght hltch Because most. iNegal allens cbtain Jobs by using phony. Soclal Security
cards the names and Soclai Security numbors on their tax returns don’t mateh in the federal -

&
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eomputer 'Afer a short d-lay. hawever, the IRS works things aut by asssgmng the magal
aliens a tempcrary, legal number and paying them their cash oredit.

The IRS apperently has no cholce but pay the maga! allens. As with many other foderal ;
~ benefits, Congress has chosen not to prohibit fcraign cltizens from obtalmng the UL S, Eamed
- Income Credit. ‘ , '

1. 8ource: Amanda Michanoyk, apokaswomm for the lmcmal Revanua Sorvice
In the office of Public Affairs ' - :
202-822-4080 s
~ Interviews on 11MARS4 and 14MARB4

- All on the record. These comments were mads with edse and in responss 16
conversational questioning, without prodd!ng ! have no reason to believe she wouid|answer
, any differently at another time.

Notes from Amanda Michaneyk commaents:

A Tax Rules & lilsgal Aliens

There is noth(ng in the tax codes that suggasts the IRS shouid wonder if a person ls an illegal -
_allen. ' S

(***)(TI—!E NEXT 3 PARAGMPHS ARE BACKGROUND INFO PROBABLY TOO TECHNICAL
TO BE INCLUDED IN A TV REPORT) The only question is whether a perscn [s a “citizen,"a
"resident” or & "non-resident.” The latter categories are determined according to the number of
days the person resided in the U.S. the previous three years. The IRS has no way of
- knowing — and no interest In knowing - whathar *resldent' or ncn~restdent“ Is living and
‘working legally in the U.S. ,

(***) A *resident” pays income taxos on all income earned worldwide. A non-ruldent" pays
incomae taxes only on income earned in the U.S. Most 1|legal allens probably work enough n .
the U.S. to have to be cona:dered residents.” , .

‘ “(***) Non-citizens are considarad rasfdents If thay lived at loast 183 days in 1393 —or if all
the days lived In the U.S. in 1983 {minimum of 31), plus one-third of such days In 1692, plus
one-sixth of such days In 1891, add up to at least 183,

. The Job of the IRS is to collact taxes. A person's immigration status doesn’t matter. If the
person urnod lncome in the U. s that peraon should pay the prcpor tax on the Incoma.‘

(“"}(ROY’S NOTE | doubt viswers weuld contest the idea that the IRS doesn't want to scare _'
. legal aliens away from paymg thelr taxes. Obviously, that [s what would happen If tha |RS
actually askad pecple to noto that they are illegal alisns. Mcst Amer cans probably a:s:o would' -

3
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lgroo with- the IHS that it has en ethical obligation to send refunds that lllogal ullons have .
- eoming to them from over-withheld income taxes. The controversial move, however, oomes
- with the Earned Income Credit becauss It Is federal monay given to a parson not only from =
laxes paid by that person but above thou taxes.) '

‘Illegal allons can get Earned Income Credit refunds, even it they have pald no taxu. nothing
In the tax form nks if they are illegal.” :

o i an lllegal alien:
.. & earned less than $23,050 in 1693
. @ had & job that paid at least $1 : '
o lived together with a child (but not nocossa:ﬂy provldlng for the child's aupport) for at least
183 days In 1883 In the U.S.
THEN that lllegal allen can got Earned Income Credit of up to $2,364.

And even if illagal allons don't have a ch:ld llvlng with thcm they can get an IHS chack for up
to 8300 . ‘

The above criterla Is thc same for Iegal :mmigranta and for U.S. eitizens, but they aro being -
gtated here In such a way as 1o make clear what is available to illegal allens.

B EIC payrments go up with income untll peaking at incomes betwesn $7,750 snd 812,200. After
that the EIC paymlnts doclina until they reach zero at $23,0580. ,

B Fako Soclal Security Numbers o

‘Whien an lilagal alien hes used a phony Social Socurny number, that number shows up on.’
forms filad with tha IRS by the employer. That number probably also appears on the egal
alien’s form filed to collect the Earned income Credit : | ‘

¢ All tax forms are cross-checked with Scclal Security computers tc make sure the SSV
number and the name match In the computers.

e it ths name and §§ nuriber don't match (and those of llegal aliens are u‘hllkoiy to), the tax
forms are sent to the IRS's Unpostable Unit. The job of the unit Is to make certain thata
taxpayer's contributions to Soclal Secuiity are credited to the proper account. |

¢ It the Unpostable Unit is unéble 10 resolve tha discrepancy (often It is just a.mattor of the
taxpayer having tranSposed numbora) g letter I8 sent to the illegal allen. .

‘¢ Hthe illegal alien s unablo to provide documontatlon to clear up the discrepancy be‘tw’een '
name and number, the Unpostable Unit assigns the illegal allen a Temporary Identification
Number. This comes from a long list of unused numbers provided by the Sacial Security -
Administration. The temporary numbaer Is not technically a Social Security number but acts the
same way, providing an official account and number for the Illoga! allen’s Socnal Security

oontrlbuﬂons to bo credited to.

‘_0 The Unpostable Unit sonds the new Iagal nauonal Idontlﬂcatlon number to the Illegal alien |
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and s gnals the IRS computer to send the Earned Income Cradlt check to the Illegaj allen.

At no point does the IRS attempt to determine H the reasen for the Social Sncurlty

discrepancies is because the taxpayer is an illegal aflsn who has illegally made up or
purchased a counterfeit number In erder 10 get a job. it would violate the tax code for the RS
to share Information in any way with the lmmigraﬂon and Natumllzaﬁon Service.

Even though the Earned Income Credit typically Is larger (even much- lugor) than the amount
of income taxes paid by the illegal allen, It Is treated by the IRS as if it were a refund. |
Therefore, the IRS sees its pr!mary task as cone of maklng csrtain that the lllegal anen gow his

‘refund.

-3 SOUHCE Publlcaﬂon 598 !arnad Incoma Crcd}t Internal Ravenue Sarvlce, Catllcg
.- Number 18173A o

Pg 2: *If you think yOu quallfy for the basic pan of the earnad income credlt, you shou!d also |
fead about the other two cradlts. (1) The Health Insurance Credit-It's for your quanfymg child,
and (2) The Extra Credit For A Child Born in 1683-it's for a child under Igl 1.

Pg 3: “The total amount of the ovarall credtt ycu can racaive hes Increased from $2,211 In
- 1mmszasun1993" -

~"T'no earned lncome credlt and the advance earried Income eredtt paymems you receive will
not be used to determina whether you ere eligible for certain benaftt programs . . . (or) how
much you can receive. . (They includs) AFDC, Medicaid, 8Si, Food Stamps, and Low-

inceme Housing.”

Pg. 24 The IRS. wlll ﬁgure thn credit for the litegal alien if he fﬂl- in a few blanks on the form.

" Pg. 25 An Illagal allen applying for a !ow-wage ]Ob can ask at that timae for the empl oyer o
add his share of Earned Income Cradit into esch weekly pay check. The fedaral gov-mmem
~ will In stfact reimburse the employer. (ROY's NOTE: This easily becomes another subsidy for
- employers who choosa to pay very low wages. The employer can offer a wage package that
will seem higher than rt actuauy Is bacause it includes the federal subaidy of tho Earned

income Credit

. 3. SOURCE: David Simcox, fellow of the Center for Immigration Studies, a retirad State
Department officlal, Ph.D. student in urban studies.
.. 802-244-9863 (Simcox phone in Loulsville)
202-488-8188 (Center for Immigration Studiss)
The following Information Is from an 8FEES4 telephone call and frcm sxmcox writings.
' LSImcox says he would be happy to provlda background help or appear on camera

2
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concarning this issus.

As outragecus &3 is the pract ce of iuogal allens collocﬂng *bonus® cheoks from U.S.
taxpayers through the Earned Income Credht program, EIC actually constitutes an even blggcr

problem: its use by LEGAL immigrants.

Legal immigrants dlisproportionately qualify for EIC. “EIC has become ancther case study in
the baffiing diiemma of operating and funding complex Incomae transter programas for poor
residents, while the number of these regidents in continuously being expanded by mass
llegal Immigratien and legal immigration and refuges pol cics which lmport about half a

million addlﬁom} needy peop e each yeasr."

According to 1990 census data, legal iImmigrants were. 23 porcnnt more likely than us.
citizens 10 have Incomas below $15,000 a year. And they are 72.8 parcent more likely than
citizen households to have annual sarnings of less than $10,000, the range of peak ETC

. cagh beneﬂ!s

In 1980, Immlgrams rocolvod an estimated $1.57 billion in gamed Income Credht. Of that, an .
estimated 8280 milllon went to llegal alisns.  x s = / 34 "7; g

"Now there is an active network of immigrant aid groups to publicize ths credit and help
aliens flle their returns and claim it"

“Fedsrally-funded legal ald groups assist migrant farmworkers, whether legal or iliegal.

_ Following the 1850 changes in the credlt, the IRS worked with a network of non-prefit groups,
such as the Farm Bureau Federation, Hispanic organizations and the U. s Catholle Bluhaps
Conterencs to pubiicize the availab lity of the cradit." : , ; ‘

“Farm [abor contractors, some unscrupulous employers ‘and ethnic crime rings have gean .
reported to purchase claimants’ praspective credlts ata dtscount or charge sizable fon to .

colluct the credit for them."

“The EIC works s a subsidy to Iow-skﬂl low-wage workars. and indirectly to their employers,
as it cushlons them from some upward pressure on w-gos

“Thus the EIC further increasas the prospective retumn for worklnq in the United Stltu to
those who are considering migration and helps stabliize weges for m. marginal employers
who smpioy mlgrants g .

g

Simecox has worked through data and created charis \ocking at lmmigrants In Los Angeles
" County. His finding heavlly refuta the arguments of soma lmmigmnt advocates that aven K
. though immigrants den't pay nearly their shara of iocal taxes to cover their soc!al com. they
ovcrpay into the foderai Soclal Sccurity system -

~ SlmCOK findg that the average legal Immigrant with two or more children pald $844 into Sc_dal ;
Security In 1990 but get more than $1,600 in Earned Incoms Credits. '

“The comp,arablo average for illegal aliens was found to be $337 into Social Security and more

(-]
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_ than 81,000 in Etmod Incomo Credits.

. 8imcox states that the comparable average for the rost of Los Angoln coumy s population
~ was $1,841 into Social Securlty snd no.Earned Income Credits. (ROY NOTE: | don't
'+ understand why the average EIC was none and nesd to quiz Simcox further on that polnt)

The use by allens of the EIC is just going to go up because the numbers of fomgn-bt:]}rn
continua 1o rise quickly and because President Cllnton favors uaing EiCasa ma]or vehicle to
~ carry out other programs on hls wish list.

' ‘* i SOURCE: Unnnrnod mid-lavel official in IRS, speaking offotho-rncbrd ta proﬂdt ‘
baockground. Muoh of this ahould be ablo to be confirmed by IRS ofﬂcials.

*EIC fraud Is a big problam baccuu 1ho dollars are so low for sach person.” The cost|of
progecuting Is quite high compared with the money defrauded. And when you win In court, It
is very difficult to wor actually collset thc money because the person is so poor.

- A bad loophole in the EIC system is that a nch kid of a rich famlily in a forelgn country|can
come to the U.S. 1o some school lke Georgetown. That college student fairly easily can
quality for EIC as a “non-resident.” As s non-esident, only the money made by the rich

. foreign coﬂege student has 10 be reported and that rich foreign kid can have U.S. taxpayers

{oct a nice EIC bonus check at the end of the year.

~ The same lcophole also can work for @ member of a fcrelgn embassy who managos to make ,
~ aiew dollars durlng the year on the U.S. cconomy

*EIC is for the working peor, net for rich forelgn kids with U.S. scholarsh!ps while go!ng to
Qeorgetown.”

IRS had a case of seme 2,000 returns from Texas that were a samp!e cf the problom cf Ss
numbars not matching with namas. Finally reluud all-of them and paid the EIC payments

_ Whatever problems there are with EIC payments to lllegal aliens are responsrbmty of
Congress, not IRS. If Cangress would set up batter border control and require counterfeit-
. proof Social Security cards, Illegal allens would not be getﬂng the low-paying jobs that enable

them to collect the EIC bonus. . .
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TABLE 1 - PREL!M[NARY SUMMARY COST ESTIMATES (FEDERAL AND STATE)
FOR ELEMENTS OF A WELFARRE REFORM PROPOSAL
: (By fiscal ymr, in milliony ot‘ dollars)

President’s Table with Full Phase-iu in FY 1996 with Further Adjusiments
inIGA, Working Poor Child Care, and Demonstrations; UP Two-P:. rent

" Provision as State Option. Comparisons between Package 1 and Package 2

Note 1: Parentheses denote savings,

S Year S Year
. - Federal 'Federal

' Package,l Package 2
MILL T r ‘ - : ,

- Minor Mothcrs ' (30) (30)

" No Additional Bcncﬁts for Additional Chtldmn - (220} (220) .
Child Support Enforcement ‘ ‘ o '

Paternity Establishment (N e:) (50) (50)
Enfomcment {Nct) ; (160) - (160)
uteg Costs : .370 370
S%BTOTAL, PARENTAL RESPONSIBILITY 130 130
‘TRANSIT!ONAL ASSISTANCE FOLLOWED BY WORK

I0BS-Prep o 0 300
Additional JOBS Spending - 2,295 2,295

Additional Child Carc for IOBS 1610 . 1, 610 _
 WORK Program 1,330 1,330
.~ Additional Child Care for WORK  .: . 610 -'610
Savings from Child Carc and Odmr Expans;on R (100} . . (100)

~ Transitional Child Carc 445 445
Eahanced Teen Casc Management' 170 ] 170
Savm s - Cascload Reduction -~~~ . (215) © (215)

‘ederal and State Systems/Admin Effi cwncy 545 545.

" SUBTOTAL, JOBS/WORK - 6,690 6,990

‘ SUBTOTAL, JOBSSWORK AND PARENTAL RESP : 6,560 | 6,860

" WORKING POOR CHILD CARE - ] Ls0] 3,500
S REMOVE TWO PARENT (UP) RESTR]CT!ONS 495 | - 495

,C«omprehenswe Grants 200 200
Non~Custodial Parent IOBSIWORK ngranw , 130 3%0

* Access Grants and Parenting Demonstrations .30 © 70
Child Support Assurance Projects - 120 290
IDA 2nd Microcnterprise Projects 60 145

SUBTOTAL SPECIAL INITIATIVES . 540 1,095

' IMPROVING GOVERNMENT ASSISTANCE (GA) -

Suale Flcxabxhty on Eamned Income ' ‘

" -und Child Suppert Disregards o 385 | 385
Gcncmﬂy Conform Asscts to Food Stamps 0 IQO ’
Incmsc Tcmtoncs Caps 0 185
All Oth () éS)

SUBTOTAL lGA 380 665
GRAND TOTAL 9,475 12,615

Note 2: Five Year and Ten Year Federal estimntes represent 80% of all expenditures except for
‘ the following: benefits arc at current match rxtes; child suppont is matched at rates
specified in the hypothetical plan; and comprchmsxve demonstration grants are marched at 100%.

‘ Sourcc HHS/ASPE staf{ estimates. These estimates have been shared with staff within HHS and OMB but

have not been officially revicwed by OMB, The policies do not represent a consensus recommendation

of the Working Group Co-Chairs,
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SUMMARY OF COSTS FOR WELFARE REFORM PACKAGES
’ (Dollars.in_Millions). '
N FYI999| - 5 Year 10 Year
PACKAGE 1 COSTS Total | Té;tal ‘Fedéral _State | Total _Federal _ State
PARENTAL RESPONSIB[LITY 623 220) ‘v(iéq)y (1,090 (8,055)  (1,980)  (6,075)
~_TRANSITIONAL ASSISTANCE- 3,305 | 8170 6,690 - 1,480 | 25,185 22,00 ' 3,155
* WORKING POOR CHILD CARE 900 1,875 1,500 375 6930 5545 1,385
TWO PARENT (UP) PROVISIONS - 375|895 . -495 - 400 2,875 © 1,580 1,295
. SPECIAL INITIATIVES o] 25| 625 sS40 - 85| 1,830 1,530 300
MRova GOVERNMENT ASSISTANCE - CU265| 635 380 - .255| 2,060 845 1,215
" TOTAL COSTS FOR PACKAGE 1 a,445| 10980 9,475 1,505 | 30,825 29,550 1,275
- o A - FY 1999 5 Year B 10 Year o
PACKAGE 2 COSTS Total | Total - Federal -  State | Total Federnl  State
'PARENTAL RESPONSIBILITY @29 L2200 (130)  (1,090)]  (8,0SS)  (1,980) (6,075
- TRANSITIONAL ASSISTANCE 3,415 8545 6,990 - 1,555 | 26,555 23,125 3,430
‘WORKING POOR CHILD CARE 1,875 4375 3,500  875| 14,945 11,955 2,950
TWO PARENT (UP) PROVISIONS 315|895 495 400 2,875 1,580 1,295
'SPECIAL INITIATIVES ~ © | 505 | 1,315 1,095 20| 3945 3,225 720
" IMPROVING GOVERNMENT ASSISTANCE 400 | 1,085 665 . 420 3,250 1,620 1,630 -
" TOTAL COSTS - 5,945| 14995 12,615 2,380 | 43,515 39,525 . 3,990

Note 1; Parentheses denote savings. .

Note 2: Five Year and Ten Year Federa! estimates repfesent 80% of all expendnures except for :
the folloving: benehts are at current match rates; child support is matched at rates

, ‘ sp emf:ed inthe hypoxheucal plan; and comprehensive demonstration grants are matched at 100%. -
Source; HHS/ASPE staff estimates. These estimates have been shared with staff wlthm HHS and OMB bul

have nhot been offi cially reviewed by OMB. The: poucses do not represent a oonsensus reoommendaﬂon :

of the Workmg Group Ca-Chairs.
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TABLE Package 1 — DETAILED SUMMARY COST ESTIMATES (FEDERAL AND STATE)

HHS 0S. ASPE 415F +»» BRUCE REED

FOR ELEMENTS OF A WELFARE REFORM PROPOSAL

(By ﬁscal year, in millions of dollars)

5Year = 5 Year V'10 Year 10 Year
. Total . Federal Total = Federal
TKRENTKY“R'ESPUNSIBILI TY - ,
 Minor Mothers © - :(85) . (30) '(210) (85)
No Additional Beacfits for Addmona! Chxldrcn (660} {220} {2,150) {810)
Child Support Enforecment , ‘ S ‘ .
Paternity Establishinent (Net) (535) 80y . (2,080) (400) |
Enforcement (Net) (405) L {160) (4,700)| . (1,555)
Computer Costs ~ . 376 | 1,085 . 870
_ SUBTOTAL, PARENTAL RESPONSIBILITY ' (1,220} a3z 8,059 (1.5"80)
TRANSITIONAL ASSISTANCE FOLLOWED BY WORI{ N N
- JOBS-Prep . .0 R 0 - { 0.
Additional JOBS Spcndmg : : o T . 2,870. 2,295 7,110 5,690
Addmonal Child Care for JOBS o - - 2,010 S 1,610 4910 3,930
WORK Program- ’ 1,660 1,330 | . 11,450 | . 9,190
Additional Child Care for WORK : - 760 - 810 5240 4,190
. Savmgs from Chdd Care and Other Expansmn (185) (100) (1,480) (815)
Y ‘Trnnsamnal Child Care ~ o . 555 | 445 2,565 2,050
Enhanced Teen Case Mansgement 210 170 595 1, 475
Savings - Caseload Reduction - : (350) (215)} . (6,070) @3 340)
ADP Federal and State Systcms/Admin Efﬁcu:ncy .- 680 545, 825 660
" SUBTOTAL, JOBS/WORK " - 8,170 6,690 25,185 _22,?30
* SUBTOTAL, JOBS/WORK AND PARENTAL RESP 6,950 " 6,560 17,130 | 20,050
WORKING POOR CHILD CARE (Capped at ssoa million ST B : l ,
.in net spending). : 1818 1,500 6,930 5,545
REMOVE TWO PAREN T (UP) RESTRICTIONS :895 . - 495 2,875 1,580
: Comprchcﬁsxvc Grants . 200 L 200 - 350 350
‘Nen-Custadial Parent JOBSIWORk ngmms ' 165|130 . 815 650
* Access Grants and Pagcntxng Demonstrations ‘a5 30 75 160
Child Support Assurance Projects 150 120 415, 330
IDA and Micmcnmrprisc'l’rojccts - X IR - 175 ‘ 114»0
- SUBTOTAL SPECIAL INITIATIVES ' 570 | 495 1,830 1,530
!MPROVING GOVERNMENT ASSISTANCE (!GA)
- State Flcxxblhly on Earncd Income R R b ‘ .
and Child Support Disrégards 710 385 2,225 B50
Generally Conform (but not Increase) R , -
Assezs 1o Food Samps - R E B of 0 0
All Others @S L6 uss) %))
. SUBTOTALIGA 63|, 380 2,060 845
GRAND TOTAL 10,925 9,430 | 30,825| 29,550

President’s Table with Fuli Phase-ln ia Fy 1996 with Further Ad;ustmmts in IGA, Workmg Poor

Child Care, and Deémonstrations; UP Two-Parcat Provision as State (ption; Eliminate Increase
in Territories’ Cap; Conform Asset Ruies to Food S(amps hut no Increase in Lumts.

Note 1:. Parentheses denote savings.

Note 2: Five Year and Ten Year Feders! cstimates represcnt 80% of all mpcndmxrcs except for

the following: benefits arc st current match rates; child support is matched at rates

specified in the hypothetical plan; and comprchcaawc demonstration grants arc matched at 100%.
Source: HHS/ASPE staff cstimaies. These estimates have been shared with staff within HHS and OMB but
-have not been officially reviewed by OMB. The policies do not represert & consensus recommendation

of the Working Group Co-Chairs.
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President’s Tahle with Full I‘haee-ln in FY 1996 with Adjustments in IGA, Working Poor Child Care, :

Demonstrations; UP Parent Provision as Statc Opmn

Notc 1: Parentheses denate savings.

Note 2: Five Year and Ten Ycar Federal estimates rcpnsscnt 80% of all expenditurcs cxccpt for

the following: benefits are at current match rates; child support is inatched at rates

specified in the hypothctical plan; and comprchcnswe demonstratisn grants are matched at 100%,
Source: HHS/ASPE staff estimatcs. These estimalos have been shared 'with staff within HHS and OMB but-
have not been officially reviewed by OMB , The policies do not represent a consensus mcommcndauon o

_of the Working Gmup Co-Chairs.

141010/010 -
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202 690 7383 HHS 0S ASPE 4151’-‘ ++5 BRUCE. REED
TABLE Psckage 22— DETAILED SUMMA.RY COST EST[MATES (FEDERAIL, AND STATE}
FOR ELFMENTS OF A WELFAILE REFORM PROPOSAL o
. By ﬁscal year, in million; of dollars) -
: ‘ S Year S Year 7 10 Year 10 Year '
: 7 i C Total Federal “Total - Federal :
’PXREN’I‘KIZ‘RESPUNSWLUY : - ‘
Minor Mothers | ®s)| @0l (19 (85)
No Additional Bencfits for Additional Ctn!drm ’ {660) {220)f  (2,150)] . (810)
Child Support Enforcement -~ .. ‘ o I D
" Paternity Bstablishment (Net) (535) ©90)|. (2,080  (400) . -
Enforcoment (Net) : (405) - (160) . (4.700) (1,555) -
Computer Costs 465 . 370 . 1,085 870
SUBTOTAL, I’ARENTAL RESPONQIBIL!TY 1,220 - (130 . 8,088 (1,980
TRANSITIONAL ASSISTANCE FOLLOWED BY wmu( o - 1
~ JOBS-Prep ‘ 31| 30| 1370 1,095
Additional JOBS Spendmg ’ 2,870 2 2951 7,110 5 690
' Additional Child Care for JOBS 2,010 1610 4910) 3 930 .
WORK Prognm = - e 1,660 1330 1as0|  s,is0
Additional Child Care for WORK - ~ 760 .610 ] 5,240 4,190
Savings fmm Chud Care und Othcr Expansmn (185) (100) . (1 480) (315)
Transitional Child Care 555 | Caas| 256 | 2,050
Enhanced Teen Case Management 210 1790 | . 595§ 475 -
Savings - Cascload Reduction - : (350)] - - (21%5) (6,070) (3,340)
ADP Federsl and Statc SystcmslAdmm Efﬁcmncy 680 - S45| .. 825 660
SUBTOTAL, JOBS/WORK . - ‘ 8,545 . 6,996 | 26,555 1" ~23,}25
SUBTOTAL, JOBS/WORK AND I’.&REN I AL RESP 7325) . - 6,860 18,500 21,145
WORKING POOR CHILD CARE (Capped at $1.9 bilfion : S EEEE :
in net spending). 4,375 -3,500 |- 14,945 11,955
REMOVE T™WO PARENT (UP} ESTRICT[ONS . 895 . 495 28751 1,580
Comprchensive Gmnt.s : 200 200 350 | 1:?50 ‘
Non-Custodial Parent JOBS/WORK ngmms 430 390 2,000 1,600
-Access Grants and Parcnlmg Demonslrauom. o 85 T 70 . 180 %45
Child Support Assurance Projects’ 3650 | 290 995 ?95
IDA and chrocntcrpnsc Projects - '180 145 . 4?0 ?35
SUBTOTAL SPECIAL lNlTIATlVES 1,315 1,095 3,945 3,:225
IMPROVING GOVERNMENT ASSIS’I‘ANCE IGaA)
State Flexibility on Esmed lncomc ‘ ' ‘ ‘ - !
and Child Support Disrcgards o 710 385 )] 2,225 850
" Generally Conform Assets to Food Stamps 265 - 100 655 240
Increase Territories® Caps ) - 18§ 185 535 _§35
All Otlicrs (75 “(5) 6| - 15
SUBTOTAL lGA 1?0‘85 : .665, ., ,3,25‘0 1 ?20
GRAND TOTAL : 14,995 | 12 615 43,515 39,525 .
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hag {angw agam this week.

. And as all of the state’s wouid-be Dr.
Von Helaings acurry for a better wooden
stake, the adminiztration bloodsucker
onoe agnin terroriges the genong indus-
try and threatens a few political careers.

Not unlike most horror film sequels,
this one turns on the same plot, the
same recurring characters, the same
thames, The nonster Gn this case, &
gaming tax) appears, the monster
wreaks havoe, the monster dies. Im “The
Gaming Tax Horror I1,” we also have
the requisite dovmp)aymg by the White

‘House, the scrambling for savior status
by Nevada pols and tha secret glee of
GOP candidates.

The resurrection of Lhis tax corpse

" comes only a lortnight after Gov. Bob -
Miller and ths state's three congression-
&l Democrats fell gver themselves elaim..
ing credit for the knife wounds in the
carcass. Na one should be more hurgili-
ated than Miller, a charter Friend of
Bill, who now appears to he the victim of
a vampxmus bite by kis White House

Ralston

o
dﬁ”%?ﬁffam
-~ I

kN

The latest incaration of the gaming
{evy is much different from the 4 per-
cent exciso tax for welfare reform floated
earlier this year. This one is a classic
case of bureancratic legerdemain, an at-
tempt to answer the hoary question:

When is a tax net a (ax?

The anawer, of course, is Lo call it
something else, whether it is a revenuie
enhancement or a fee. But a tax by any
other name is stil] a tax.

The sdministration’s latest. attempted
incursion inw casino profits is a tripar
tite proposal to pay for welfare reform
that includes withholding 28 percent of
a gambler's winnings over $7.500 in
keno, siots ana bringo (3250 million):
withholding 36 percent of a player's win-
mngsmrssmwhsntheoddsm

300-vo-1 or greater ($520 million), and
forcing revorts to hew to more stringent
reporiing laws in casroo transactions of
$10,000 or iore (5200 million). Yes,
thera's more than me way to slon a ca-
0o,

No ons who has watched this roller-
soagter expected the gaming tax to stay
off the teacks forever despite ths Nevada
pols’ strutting two weels ago about their
snccess{ul derailment But few axpected
it to be rolling again so quickly.

Conventional wisdom had it that the
tax would not resarface before the Srst
Tuesday after the first Monday in No-
vember. “They {the Newvadana) didn’t
even have a chance %o get a cup of coffee
acd savor the vicuxy,” noted onoe observ-
er.

Instead, less than two weeks after a
National Journal cover story lauded
*Gambling’s Preemptive Strike” and cne
day after The New York Times gave
front-page treatment to the delegation-
industry lobbying effort, the tax reap-
peardd.

In contrast w the 4 pertent tax, which

provoked 3 Chicken Little reaction from

Nevada, the resporme Wednesd:
considerably routed. Sen. Harry
fact, sent out a “don’t worry, be
pows relesse that made it soun:
the new iden conoerned him not
. RBasy for him to say, considesi
doesn't face the voters this year
thing tells me, though, that Mil
Richard Bryan and Rep. Jim Bi
have a different perspective.

There are really only two pos:
for why thiz eccurved so soon af
Nevadans declared V-Gaming ‘1
Bither, as one insider sardonics
it, “one wing (of the White How
know whel the sther wes doing
Clinton has little regard for has
buddy in Carson City. At the ve
it seerns, the administration he
disingenuous with Miller and d
gation

The greater political problem
current proposal i3, ironically e
that it is oot nearly s0 Snancal
troas and not as eaxy to argue <
What happens to the Repablica
were committed agamst the axx
but may not be 30 opposed to 1b
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Slimed by Slick Willie

B The gaming tax rears its head again.

emember Bill Clinton’s
responge sn March 29, 1992
whon a roportor aoltwd him
whether he had ever smoked
marijuana? Clinton said: “I've
never broken a state Jaw.”
But lulur, e xdinliied Lie Lad
broken British law, assertin
“Wihen 1 was In England

experimented: with marjjuana a

time or two _,, and I didn't like it.
I dido’t inhale it, and never tried

. It agajn”

« Pretty slick, Willie. - -
Now, you will recall that thie
gpring the Clinton administra-

tion caused one heck of a stir in -

Nevada when it floated the {dea
of slapping a 4 percent tax on net
¢asino revenueg to finance the

- expansion of 'welfare. The

Nevada delegation screamed

bloedy murder and Clinten -
dropped the idea. Gov, Bob

Miller assured a relleved

“Nevada that the } ~killinf

Eamlng tax would not, after al
e leyled to finance welfare
“reforn.” : .

Alag. It appears that the
Nevada delegation might have
been slimed by Slick Willie.

The administration i3 now
toying' with the idea of new
gambling taxea — on individu-
als, not casinoa — to pay for

welfare expansion. Under the |

new Clinton plan, slot machine
layers who win more than
§7,500 would be required to pay
a withholding tux of 28 prrcuul,
Keno and bingo winners would
alsa bo slapped with the with-
holding tex. The new taxes will
suck hundreds of millions of
dollars out of the Nevada econ-
omy, to pay for what Clinton
hably rofcrs to as welflare

MUF
*reform.” So, Clinton can still

keep his word about not raising
casino taxzes to finance welfare
by raising takes on individual
gamblers Instead. Pretfty slick.

’rlie ]HL&;‘&“ l\)yuuu] nvnlnna"
around Congress and the

NEVADA GOV, BOB MILLER

FAX NO. 7026874486
FAX NO. 7024864053

4“@5\&‘) |

Clinton adminis¥ation involves
not fust the higher wilhholding
on corluln Ind{vidux! geralding
winnings tu subsidize mnw illo.
gitimate births, but 3 who'e huxi

of other: stuff, including new -

taxes on relall Invenlories asd

-on radio snd television broad-

vaslers — levies that will are
suppused to raise billions to off-

get revenues lost to the GATT:

internutional trade agrecment.
All in all, the now taxes would

add up to gome $12 billion 2

year. V

Silly us. We thought the world
trade agreement was supfosod
to stimulste the e¢onomy, Invig-
orate business and generate
more tuxes for Uncle Sam. Now
it’s going to cost us money? Gee.
The same thin; goes fur
Clinton's welfare “reform” pro-

posals. Instead of “ending wel-

fafe as we know It° and savin
money, Clinton's plan woul
require new billions to give us
even bigger, niore expensive
“welfare ag we know it.” Abso-
lutely everything thia president
touches turns into taxes.

Sen. Harry Reld sugge:ts the
gambling tax is just a trjal bal-
loon. But one must tske intu
account two key character traits
of the Clinton administration:
(1) It is voracious for new toxus
of sny kind, and (2), it views
success as evil that.must be
punished. Nevada’s highly sitr-
cesaful casine Industry is a
made-to-order target fcr Bill
Clinton. ‘

Those Democrata in our con-
greesional delegation who have
gupported evory other Clinton
tax cnthusiasm hardly havae
inuch room to gripe about this
recurring gaming-tax night-
mare. They might want to think
long and hard about continually
aligning themsalves with an
admintatration that gooo
Ncvada as 8 giant cash cow.
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Alabama
Alaska
Arizona
Arkansas
California
Colorado

~ Connecticut
Delaware

«~D.C.
Florida
Georgia
Guam
Hawaii-
idaho
inois
indiana
lowa
Kansas
Kentucky
Louisiana
Maine
Maryland

-« Massachusetts
Michigan
Minnesota
Mississippi
Missouri
Montana
Nebraska

-« Nevada
New Hampshire

«» New Jarsey
New Mexico
New York
North Carolina

» North Dakota
Ohio
Oklahoma
Oregon
Pennsylvania
Puerto Rico

«e Bhode Island
South Carolina
South Dakota
Tennessee
Texas
Utah
Vermont
Virgin Islands
Virginia
Washington
West Virginia
Wisconsin

- Wyoming

TOTAL

ILLUSTRATIVE ALLOCATION OF EA CAP, BY STATE 1/

FY 1885
(90/10)

$1.118,063
210,897
3,770,872
1,026,519
95,400,616
2,067,567
27.411.005
272,315
3,084,702
5,877,623
6,240,653
17,599
1,033.854
288,411
5,384,092
3,938,550
1.139.581
506,325
1,032,271
337.277
509,083
3,904,757
21,412,500
10,482,374
5,779,700
165,667
2,002,213
217,670
598,608
1,999,217
695,120
20,456,653
227,142
152,480,818
4,159,166
1,310,523
4,352,190
1.535.886
3,379,257
4,138,884
289,610
3,976,261
514,458
659,787
5,293,278
4,524,929
276,772
668,483
6.599
469,476
4,011,735
914,733
2,333,654
1,083,103

$425.000.000

FY 1996
{B0/20)

$1.235,591
435,688
4,050,441
1,073,329
100,408,926
2,257,235
26,013,363
336,989
3,087,994
7.157,841
6.675,728
36,357
1,263,038
327,274
6.876,856
4,108,350
1,403,846
740,399
1,407.470
696,774
723,820
4,278,020
21,301,649
12,229,293
6.147,317

$ 342,248
2,459,531
307,350
693,244
1,931,958
760.905
19,960,756
469,248
145,821,767
4,592,386
1,264,729
6,141,985
1,786,621
3,545,817
5,808,700
433.903
3,944,564
730,638

- 660,569
5.341,126
5,319,741
424,754
757,685
13.633
936,999
5,008,793
1,106.105
3,108.252
1,052,400

$439,000,000

FY 1997
{70/30)

$1.361,266
675,863
4,349,499
1,123,441
105,769,205
2,460,075
24,523,002
406,111
3,081,142
8,526,145
7.141,170
56,399
1.507.630
/368,623
8.471.219
4,290,155
1,686,287
990,521

1,808.413 -

1,080,873
953,283
4,677,189

© 21,185,404
14,096,659
6,540,645
530,812
2,948.304
403,181

. 784,410
1,860,306
831,255
19,433,055
727922
138,723,184
5,055,634
1,215,939
8,054,532
2,054,647
3,724,104
7.593,049
588,087
3.911,105
961,643
661,472
5,392,783
6.169,329
582,877
853,050
21,149
1,436,520
6,074,396
1,310,648
3.936,021
1,018,708

$454.000,000

FY 1998
(50/40)

$1,492,454
930,924
4,659,173
1.174.442
111,256,980
2,671,222
22,875.425
479,039
3,066,865
9,968,703
7,622,295
77.684
1,766,275
412,378
10,155,410
4,474,698
1,984,221
1,255,500
2,232,673
1.488,780
1,196,274
5,093,076
21,013,382
16,059,807
6,946,084
731,271
3,463,822
504,651
900,694
1.779.558
904,537
18,825,415
1,002,630
130,826,289
5,539,124
1,161,069
10,079,591
2,336,350
3,906,165
9,482,191
751.479
3,866,530
1.206.263
660,944
5,435,793
7,063,046
750,489
953,007
29.130
1,966,933
7.199,105
1,526,210
4.811.470
982.480

$469.000.000

et

FY 1999

{50/50)

$1,632,524
1,203,353
4,989,752

1,228,864 -

117,113,724
2,896,649
21,114,166
556,923
3,051,455
11.509,247
8,135,878
100,418

2,042,106 -

458,886

11,854,075 .

4,671,610
2,302,396
1,538,506
2.685,787

1,924,462

1,455,796
5,537,097
20,828,528
18,156,174
7,378,848
945,274
4,014,362
613,022
1,014,190
1,693,204
082,776
18,175,312
1,296,043
122,383,421
6,055,342
1,102,393
12,242,404
2,637,168
4,100,457
11,499,837
" 925,089
3.818,711
1,467,524
660,345
5,481,460
8,017,423
929,507
1,059,739
37,655
2,633,462
8.400,238
1,756,412
5,746,448
942,659

$485,000,000

1/Projected State allocations for FY 1995-2004 represent weighted distributions of estimated EA expenditures for
FY 1994 and reported AFDC claims for the prior fiscal year.

23-May-94

~ FY 2000
(40/60)

$1,778,476
1,491,662
5.331,655
1,284,233
123,106,465
3,130.936
19,185,210
638,866
3,028.125
13,128,997
8,666,191
124.476
2,332,160
507.535
13,848,557
4,871,443
2,637.098
1,837.359
3.163,771
2,385,539
1,729,747
5,998,950
20,584,178
20,354,708
7.824 530
1,171,749
4,593,429
727,408
1,133,147
1,597,146
1,064,141
17.439,941
1,606,559
113,089,021
6,593,151
1,037.232
14,525,231
2.952,575
4,298,775
13.629.263
1,110,322
3,759,033
1,743,307
658.218
5517.904
9.018.871
1,118.648
1,171,369
46,677
3,132.843
0.664.418
1,998,387
6,732,286
898.000

$501,000.000
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losses, harm small businesses, and deprive numerous states of vital revenues. |

businesses cannot survive the imposition of a new federal tax."

k- %

PRESS RELEASE

For Immediate Release: Contact:
May 11, 1994 . Rosemary Freeman
‘ (202) 371-6179

NATIONAL COALITION APPLAUDS PRESIDENT’S ‘DECISION |
AGAINST IMPOSING FEDERAL TAX ON GAMING INDUSTRY

Washington, D.C. -- A growing national coalition opposed to federal gaming
taxes today sent a letter to President Clinton applauding his decision not to im‘pose' a

federal tax on the industry, because such a tax would cause serious widespread job

The private sector-coalition‘ represents a broad and diverse array of travel and‘
tourism industries, including the hotel and restaurant, transportation, and gaming and
resort industries, and horse and dog racing and breéding, and economic development
interests across the nation. | .

In its letter to President Clinton, the coalition emphasized that a new federal tax
to fund welfare reform or other federal initiatives would cripple the growing gaming
industry and cost the nation many thousands of small businesses and service jobs.

The letter showéd why a federal gaming tax would cause serious national harm. |
"Maxiy of these companies, including a substantial number of small businesses, earn

lower profit margins than companies in other industries," the letter states. "These
Bankruptin'g small businesses and destroying service jobs, the coalition pointed

out, would run counter to the President’s goal of expanding employment opportunities

and stimulating economic growth. -

(more).




State and local governments, which increasingly fund essential services with
specml taxes on this growmg mdustry, also would be harmed, according to the
coalmon »

"These mdustncs are engines of economic growth and job creation," the letter
states. "Special state and local governmental taxes on these businesses prov1de ‘
significant revenues to fund essential services. A federal tax would reduce state.and.
municipal receipts." " | | o A |

‘Members of the coalition have also notcd that a study is under preparatlon by
former Congressional Budget Office Director, Rudolph Penner analyzing how more

- than a million gaming 'industry jobs would be put at risk by the tax, and countless

other jobs in related industries would be affected. |

"Your administration is dedicated to increasing jobs and stimulating éédnomif:
growth. We strongly support these goals.. A federal tax on gaming would have had
exactly the opposite effect. It would have clinxinated jobs and increased welfare

dependency."”

The Premdent the coalition said, was wise to drop plans to fund welfare reform

with a new gaming tax and should reject proposals to fund other initiatives through
such a tax. o ', | ‘ |

"We applaud your decision not to fund welfare reform through a tax on
gaming, and we urge you to reject any proposal to fund other federal initiatives

through any federal tax adversely affectmg our mdustnes the letter concludes

Attachment - Letter to President Clinton -
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‘May 11, 1994

The Honorable William J. Clmton
The White House

1600 Pennsylvania Avenue, N.W. -
Washington, D.C. 20500 ' BRRIECEE TR

Dear Mr. Président:

The undersigned represent a diverse array of industries that would have been sevefely
affected had you moved forward on the proposal to tax all forms of gaming to defray costs of
welfare reform. We welcome and support your decision not to impose any new federal tax
on.gaming.

The travel and tourism industry, including the transportat:on hotel and restaurant, and
gaming and resort industries, and the racing and breeding industries employ millions of _1 ,
workers -- many in basic service jobs for which there are few other employment opportunities
available. Gaming is an important stimulus to many industries, including tourism, and in the

“case of racing and breeding, an entire agribusiness sector. Many of these companies,.
including a substantial number of small businesses, earn lower profit margins than
companies in other industries. These businesses cannot survive the imposition of a new
federal tax.

These industries are engines of economic growth and job creation. As Secretary
.Brown recently noted, travel and tourism is one of the top three employers in 37 states. In
fact, it is the nations largest export industry. Special state and local governmental taxes on
these businesses provide significant revenues to fund essential services. A federal tax on
these businesses would reduce state and municipal receipts.

Your Administration is dedicated to increasing jobs and stimulating economic growth.
We strongly support these goals. A tax on gaming would have had exactly the opposite
effect. It would have eliminated jobs and increased welfare dependency. -

We applaud your decision not to fund welfare reform through a tax on gaming, and
we urge you to reject any proposal to fund other federal initiatives through any federal tax
adversely affecting our mdustnes «

Sincerely,

- Ar Transport Association:. ' - American Hotel/MOtei Association
American Bus Association A ~ American Quarter Horse Association
American Greyhound Track Operatocs American Society of Travel Agents

Association _ - America West Airlines '

American Horse Council ; Arabian Jockey Club




The Honorable William J. Clinton

May 11, 1994
Page 2 ”
Atlantic City Chamber of Commerce ' Nevada Resort Association
Casino Association of New Jersey Passenger Vessel Association ™« ¢
Churchill Downs- . - Racing Commissioners International
Harness Horsemen International Reno Cannon International Airport
McCarran International Airport - Southern New Jersey Chamber of
National Association of Tour Operators . Commerce
National Horsemen's Benevolent ’ Southern New Jersey Development
Protective Association : | ; Council
Nevada Hotel/Motel Association - Thoroughbred Racing Association
National Restaurant Association Travel and Tourism Government Affairs
New Jersey Business and Industry "Council
Association : United States Trotting ASSOCIatfon

New Jersey Hotel/Motel Association
New Jersey State Chamber of Commerce -
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‘Senhte Small Business Committee - Fax Cover Sheet

428-A Russell Senate Office Bullding

Washington, DC 20510

(202) 324-5175
- T0
OFFICE:
" FROM: -
OFFICE:'
PAGES:
COMMENTS:

Sending To Fax Number: 456-$515

DATE: Monday, 3/21/1994 TIME: 12:11:00.69

Bruca Reed
White House -~- Domeatic Policy

Stan Fendley

Senate Small Business cOmmittee
United States Senate
Washington, DC 20510

3 total (including cover sheet)

7437
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MEMORANDUM

March 21, 1894

YO BRUCE REED

FROM  STAN FENDLEY, TAX COUNSEL, SENATE SMALL BUSINESS
COMMITTEE

'SUBJECT: MAIL ORDER TAX COLLECTION

| wanted to give you a quick update on Senator Bumpers mall order bill.

1. We now have eleven cosponsors In the Senate, as shown on the attached
' list.

52. As yet, there is still no house companion. We believe Mike Synar (D-OK)
wiil Introduce the companion soon. If he doesn't, Sander Levin (D-Mich)
appears ready to do it.

3. On Wednesday, April 13, there wili be a hearlng on the bill In tha Senate
. Small Business Committee. .

4. No hearing Is yet echeduled In Senate Finance, and | don’t know when |
one wiil be. | have a good dialogue going with the Finance Committee
statf, however, and am keeping them advised of growing support for the
bill. , ‘

Please let me know If you have any ldeas or questions about tying the
mall order blll into othor Initiatives. I'm at 224-5175.
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- Bruce,

. Thanks for your call.
by state is attached.
Let me know if you need

Sending To Fax Number:

DATE: Wednesday, 3/9/19

White House - Domestic Policy

456-7431

/

Small Business Committee
States Senate

{inoluding cover sheet)

Information on mail order sales .

I am mailing a hard copy of the same.
anything else. a
Stan Fendley

94 CTIME: 12:33:02.09
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NUM:BEROF CATALOG Anb MAIL ORDER HOUSES BY s'rn'e

" MEDIA/CATALOG/TRENDS

g

I

. The U. S Bureau of Census defines catalog and mail order houses as establisbments primarily engaged in the retail sale of

| producls by television, catalog, and mail-order, These establishrments do not ordinarily maintain stock tor sale on the premcses
Separale storcs operated by catalog and mail order houses for the retail sale of products on the premises are classmed

_ Geographic Area #Establishments Recoipts Geographic Area #Establishments R““’ms
. L . : {$1,000) : (31 000)
© Unled States... FRNCTARY 74 20 346 €643 f :

. Alabama ..., 96 491 MISSOUR . cevvevrcvesror et i 400 070
Alaska......... 22 106 Montana.........coverenrns |20 120
Arizona ... 258 349 Nebraska .......... 158 840
Arxansas ‘D Nevada .. 102 338
California 1 Now Hampsmre 225 323
Colorado........ 162 727 New Jersey ... 855 356
Connecticut. 604 952 ‘New Moxico ..., 51 179
Delaware .. s 24 064 New YorK ...t 212717 -~
District of Columbrs U 18 405 North Caroling ........cc.occecernrane . 291 113
Florida... 311 + 018 262 North Dakota ......vvcvvi e i crenen @8 | 19 648
GOOMGIA....oivvcii s s ...203 336 780 Ohio ....ovverv-.e . et 631 010

" Hawaul, vremereanesies g 263 Oklahoma freetrerner e et 56 185
1o F- 1o o SO OS 17 033 1617:Te o s RPN 319 837
MHRGIS....pvree it e e 318 2 026 808 — Pennsyivania .......cvniae s 1/B30 487 -
AGIANA e nen 1231 047 602 _Rhode island ...l 75 398
o SRS - 2 73 200 South Carching. ... SO - 85 851
, <108 107 815 South Dakota 65 805

- Kentueky.......... SETSTURURIO verceennen 104 . 98 25 Tennessee ... ivrcnsiveninnenen 168 | 144 238

L -Loulsiana ... 111 70 _§a2 TEXBS irvrrairrnarieverre s cosionvirsonsisirnsarer - 382 | 607 401
Maing .........c v RN 53 - (U151 ORISR | 45 163
MANYIBNG o 1o reevrene e s reneesion, 128 157 620 ©  Vermont.....o.... v 83 96 702
Massachuseus . .194 €16 082 VIFGIMIA syt vsvecentes e s e e 186 504 968
Michigan ... e 185 279 620 Washinglon......eeo e eerenerie. 146 194 106 -
Minnesota ... crerenen 17601 201 010 - WESTVIrQINIA .opivniicnecsiine e snine e 52 41 478
MISSISSIDOT covenvvienrn, s s R w77 48 580 WISCONSIN v e veni e 174 928 522 -

: WWYOMIAG ... chicrveniri e e osrer e ireree s eneenercons 26 31 775
NOTE: (D) dendtes ﬁgqres withheld 10 avoid disclosure of operations of individual establishments
' . éoQ;ﬂCﬂ? u.s: G.;rasu o;Ccnsus, 1987 Congus A! Busmneos (figures wbnc;rd in June 1090,
¢ 1993/94 STATISTICAL FACT BOOK 97

according 1o the product sold. This category (SIC §961) includes:

Book clubs, not publishing
Books, mail-order—retail

(‘atalog {order aking) otfices of mail-arder houses-etall

Cheesa, mail-order-vetail
Coing, mail-order-retail

Computer and peripheral equipment, mail-order—etail
Cormputer sohware, malil-order-retait

'Food, mail-order—retail

Fruit, mail-order-—retail
Jewelry, mail-order—retail

Magazines, mail-order—retail =

|

Mail-arder houses—relail (not including retail outlpts)
Novelty merchandise, mail-orger-yotail
Order taking offices of mail-order houses—retail

Racord clubs, mail-order—retail

Stamps, mail-order—retail

|

Television, mail-order (home shoppmg)-fetan
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’ DALE BUMPERS, ARKANSAS, CHAIRMAN .~ . ' . . ‘ )
SAM NUNN, GEGRGIA LARRY PRESSLEA; SOUTH DAKOTA Co T , w -

CARL LEVIN, MICHIGAN MALCOLM WALLOP, WYOMING |

TOM HARKIN, IOWA: CHRISTOPHER S. BOND, MISSOURI o . :

JOHN F. KEARY, MASSACHUSETTS CONRAD BURNS. MONTANA : C A R -

JOSEPH 1. LEBEAMAN, CONNECTICUT  CONNIE MACK, FLORIDA : . ; ,

PAUL DAVID WELLSTONE, MINNESQOTA  PAUL COVERDELL, GEORGIA -

HARRIS WOFFORD. PENNSYLVANIA DIRK KEMPTHORNE. IDAHQ nl E - a zz ma z

HOWELL Hsruu,“ ALABAMA ROSERT £, BENNETY, UTAH P\Mg .
FRANK A. LAUTENBERG. NEW JERSEY  JOHN M. CHAFEE, RHODE ISLAND . : ’ .

HERB KOHL, WISCONSIN KAY BAILEY HUTCHISON, TEXAS COMMITTEE ON SMALL BUSINESS O L 1
CAROL MOSELEY-BRAUN, ILLINOIS , ’

© JOHN W. BALL W, STAFF‘ MRECTOR
THOMAS G. HOHENTHANER, MINORITY STAFF DIRECTOR

WASHINGTON, DC 20510-6350

Feb‘fuary 7, 1994

Dear Colleague: |

I have recently introduced Ieglslation to resolve a serious problem facing

. Main Street businesses in America. The problem is the unfair competition that

Main Street firms face from out-of-state companies which are exempt from
collecting sales taxes on goods delivered across state llnes

As the mail order industry has grown dramatlcally, thls has become an
mcreasingly significant issue. Many mail order companies even tout their
exemption from collecting sales taxes as a so-called "tax savings" to the
customer. In fact, the purchaser remains personally liable for the taxes.
Consumers are largely ignorant of this requirement, and states lack the ablhtyf to
effectively police each out-of-state purchase. Consequently, sales across state
lines are rising, and Main Street firms find themselves lncreasmgly
disadvantaged.

The bill | have Introduced, The Tax Fairness for Main Street Business Act
of 1994 (S. 1825), will remove this unfair advantage and allow Main Street firms
to compete on an equal footing with businesses located in other states. The|.
legal effect will be to authorize a state or local jurisdiction to require out-of-state
companies to collect taxes on sales of personal property delivered into that

state or local [urlsdictlon

The intent of this bill is not to injure the mail order industry. There are
" many fine mail order companies in the United states, and they make an
important contribution to our economy. The competition between mail order
houses and other retailers, however, must be fair. This bill is designed to
ensure that fairness. It is designed to ensure that mail order companies and
Main Street retailers compete on an equal basns, with nelther side receiving an
undue advantage .

Why Must Congress Get Involved'?

A short dlscussmn of case law isin order to explain why this matter
requires Congressional intervention. The SUpreme Court has twice consudered
the question of whether a state may impose tax collections duties on an out-of-
state mail order company. In.1967, the Court ruled in National Bellas Hess v.




February 7, 1994
Page Two ’

Department of Revenue that such a state action violated both the Due Processs| .
Clause and the Commerce Clause of the United states Constitution. Bellas Hess
~ therefore made It Impossible for Congress to craft a legisiative solution to the
‘problem: although the Commerce Clause is the exclusive domain of Congress,
the Due Process Clause is not subject to Congressional discretion. As long as
the due process holding from Bellas Hess remained good law, Congress hands
were tied.

In 1992, however, the Supreme Court overruled the due process portion of
Bellas Hess. In the case of Quill Corporation v. North Dakota, the Court
revisited the Issue of mail order tax: collection and, applying a more modern due
process analysis, concluded that mail order activities now constitute a sufl‘lclent
- connection to the state to justify the tax coliection requirement. In other worqs,
a state’s imposition of tax collection requirements on an out-of-state mail order
company no Ionger offends due process.

The ggll_l case therefore clears the way for Congress to act on this issue.
Although Quill did not overruie the Commerce Clause portion of Bellas Hess,
- that holding does not preclude Congressional action. As | mentioned earlier,
“because the Commerce Clause grants Congress exclusive authority over

interstate commerce, Congress may, if it chooses, grant the states the authority
to require out-of-state tax collection. Indeed, the Supreme Court expressly
acknowiedged in Quill that "Congess is now free to decide whether, when, and

to what extent the states may burden interstate mall-order concerns with a duty
to collect use taxes." .

Protections Against Undue Burdens on Busin_ess

In writing this bill, | have taken great care to insure that it does not place
an undue burden on business -- particularly small business. | have included
four provisions designed to protect against an overburdensome effect, as ,
foliows: (1) De minimus excegtion -- The Act expressly exempts any company
whose total U.S. revenue Is less than $3 million. The exemption will not apply,
however, in any state where the company’s revenue exceeds $100,000;

(2) Standard local tax rate -- In situations where an out-of-state company:is
subject to muitiple local tax rates in a single state, the company will have the
option of paying each applicable local rate or paying one standard rate, called
an "in-lieu fee;" (3) Filmg frequency limitation -- states may not require out-of|- _
state companies to file tax returns more than once per quarter; (4) Mandatory -
information service -- states-must maintain a toli-free telephone service to
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provide out-of-state companies with necessary tax information and forms.

To give you more information on The Tax Falrness for Main Street
Business Act, | attach an outline of Its provisions, a list of organizations which
~ have endorsed the blil, and a table outlining the revenue potential for each stalte. \
- 1 hope that you will support this important legisiation by joining as a co-sponsor.
If you have any questions or would like to co-sponsor, please contact Stan
Fendley of my office at 4-5175.




OUTLINE OF :
THE TAX FAIRNESS FOR MAIN STREET BUSINESS ACT OF 1994

“*Effect: WIIl allow State and local jurlsdlctions to require out-of-State compames
to collect sales taxes on tangible personal property sold to resldents of the State
or local jurisdiction. Requirements

*The company must solicit or conduct business in the State or Iocal
jurisdlctlon

*The company must deliver the tanglble personal property into the State
or Iocal jurisdiction. . ,

“*De Minimus Provision: A company will be exempt If its nationwide sales are
less than $3 milllon. The exemption will not apply, however, in any State where
the company’s sales exceed $100,000.

*Central Collection of Local Taxes Reggired: To utilize this law, a State must
- collect local sales taxes on behalf of its local jurisdictions.

*Standard Local Sales Tax Option: If local sales taxes vary within a State,
companies will have the option of paying all applicable local tax rates or a
standard local rate called the "in-lieu fee." ‘

*Distribution of Local Sales Taxes: States must distribute local taxes collected
pursuant to this law proportionate to the distribution of local taxes collected
separate from this law -- i.e., local taxes collected from out-of-State companies
will be distributed proportionate to iocal taxes collected from in-State

- companies. Distributions must occur at least once every calendar quarter.

*Filihg Frequency: States may not require out-of-State companies to file tax
returns more than once every calendar quarter.

*Toll-Free lnforma_ti_on Servige_: States must establish a toll-free information
service to provide out-of-State companies with necessary Information and forms.




SUPPORTERS OF
THE TAX FAIRNESS FOR MAIN STREET BUSINESS ACT OF 1994

Retall Associations

Home Furnishing International
International Councll of Shopping Centers
‘Jewelers of America '

Marine Operators Associatlon of America
Marine Retailers Association of America
Microcomputer Industry Association
National Association of Retail Dealers of America
National Home Furnishing Association
Performance Warehouse Association

The National Floor Covering Association -

State and Local Government Associations

National Governors’ Association

‘National Conference of State Legislatures
“National Assoclation of Counties

National League of Cities

U.S. Conference of Mayors

Multistate Tax Commission

Federal Tax Administrators

Government Finance Officers Association

National Association ot State Budget Officers

National Association of State Auditors, Comptrollers and Treasurers
Natlonal Assoclation of State Treasurers :

Education and Labor Organizations
AFL-CIO Public Employees Department

American Federation of State, County and Munlclpal Employees

" - American Federation of Teachers

" National School Boards Association
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Table 1: Estimated Revenue Potential on Untaxed Interstate Mail Order Sales, 1990-1992 (in millions)

State-Mail Nexus-Adjusted Estimated Revenue  Estimated Revenue = Estimated Revenue
Order Base Base Potential Potential Potential
1990 1990 1990 1991 1992
| Alabama $861.5 $775.9 $30.8 $32.6 $34.6
- Arizona 868.8 782.5 38.4 40.7 143.2
i Arkansas 495.5 446.3 17.7 18.8 119.9
: California 89117 8.026.2 . 394.1 417.8 142.9
* Colorado -888.2 800.0 236 250 26.5
*_Connecticut_ 1.217.2 1.096.3 81.4 86.3 91.5
- District of Columbia 217.4 195.8 11.5 122 {29
; Florida | ' 34744 3.129.2 183.7 194.8 206.4
- Georgia 1.603.8 14445 57.3 60.7 644
" Hawaii 315.9 2845 1.3 12.0 127
i Idaho 230.2 198.3 9.8 10.4 1.1
i llinois 3.367.1 30325 1895 <o = 20097 1 - N30
! Indiana 1.358.1 12232 60.1 63.7 67.5
1 lowa 685 | 617.0 24.2 257 7.2
! Kansas 639.3 5758 243 257 273
. Kentucky 7993 719.9 424 15.0 417
{ Louisiana - 886.0 798.0 314 332 35.2
' Maine 3016 271.6 127 13.5 43
* Maryland 15144 1.364.0 66.7 70.7 75.0
. Massachusetts 1.978.9 1.782.3 84.7 89.8 95.2
" : Michigan 2.480.3 22339 83.6 88.6 93.9
: Minnesota 1.204.3 1.084.7 58.6 62.1 65.8
. Mississippi 479.8 432.1 25.7. 27.3 R.9
. Missouri 1.299.3 1.170.2 19.0 52.0 55.1
' Nebraska 385.9 347.6 16.3 17.2 18.3
Nevada 331.8 J08.8 16.9 17.9 19.0
_New Jersey 2.801.0 2527 159.0 168.5 178.6
New Mexico 208.8 278.1 13.9 14.7 15.6
New York 5.666.4 5.103.3 190.2 201.6 2137
North Carolina 1.536.3 1.383.9 41.2 136 16.3
North Dakota- 133.2 1200 5.9 6.2 6.6
Ohio 2.738.8 3.466.7 115.4 122.3 129.6
* Oklahoma 700.0 630.5 28.1 29.8 36
Pennsvivania 1.206.3 2.887.7 164.1 173.9 184.3
- Rhode Island 273.1 246.0 16.3 17.3 {8.3 _
South Carolifia 755.2 680.2 137 158 37.9 ;
~ South Dakota 1435 129.3 5.1 54 5.8 '
" Tennessee 1.206.5 1.009.2 531 58.4 619
~ Texas 1.058.7 2.655.4 2137 226.5 240.1
" Utah KEE R 210.0 154 16.3 17.3
* Vermont 142.3 128.1 5.0 5.3 37
' Virginia 1.786.9 1.609.4 53.2 56.4 598
Washingion 1.314.7 1.184.1 69 8 74.0 78.4
" West Virginia 356.4 3210 19.1 202 218
" Wisconsin 1,253.0 1.130.3 529 56.0 59.4
Wvyvoming 102.8 92,5 28 29 3.1
: Total 65.530:3 59.019.6 2.905.5 3.079.9 3.264.7
State Tax Notes. February 24, 1992 271
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Special Report / Viewpoint

State Taxation of Intei‘state Mail Order
Sales: Estlmates of Revenue Potentlal

1990- 1992

by Advisory Comm:ssmn on Imezgovez nmental Rei’mlons (Repoz t #M 179)

-Introduction

Consumers who purchase goods from out-of-state mail
order firms owe a use tax on taxable purchases equivalent to

" what would have been owed if they had made the purctiase”

from an in-state firm. Although most states have had use taxes

.as long as they have had sales taxes. the use tax is quite difficult

to collect unless the out-of-state _seller has some nexus or
physical link to’the state that permits the state 1o reqtire
collection, according to the U.S. Supreme Court in National
Bellas Hess (1967). This report estimates the potential revenue

from collecting state tand local) sales or use tax on those sales’

that are presently untaxéd. Currently. 45 states impose a sales
and use tax. In 30 of those states. local sales 1axes are also
imposed (local sales taxes were authorized but not imposed in
Idaho and Scuth Carolina as of early 1991). ‘

Highlights

The major findings are as follows:

+ The revenue potential to states from untaxed inter-
state mail order sales is estimated to be $2.91 billion
in 1990, with projections of $3:.08-billion-in-1991]-
and $3.27 billion in 1992. )

« Forthe average sales tux state. the 1990 potential use
tax revenue was $63.2 million. .

+ The 1990 estimated nexus-adjusted revenue poten-
tia] represents an increase of° 73 percent over the
comparable 1985 estimates and a 34 percent in-
crease over the 1988 estimates presented m an ear-
lier ACIR report (SR-5. 1987). :

_+ If states that impose a local sales tax-at a state- wzde
uniform rate were allowed to collect that tax as well.
the revenue potential from untaxed interstate mail
order sales is estimated 10 be $3.07 billion in 1990,
with projections of $3.26 billion in 1991 and $3.45
billion in 1992.

« 11" all local jurisdictions with sales taxes were al-
lowed to collect those taxes on interstate mail order
sales, the revenue potential from untaxed interstate
mail order sales is estimated to be $3.49 billion in
1990, with projections of $3.69 billion in 1991 and
$3.91 billion in 1992, '

« W ade minimis rule exempted mail order firms with
sales of S5 million or less from the obligation 10
collect the tax in order to reduce compliance and
collection cost. 93 percent of matl order firms would

..a-"*w -

Overall Base Estimates

" be exempt (based on; Census size.data). The es-

timated revenue potential would fall to $2.09 billion

in 1990, with projections of $2.25 billion in 1991
..and $2:4 Lbillion.in 1992.

« Ifade minimis rule exempled mail order tmm with

W

/

sales of $10 million or less from the obhganonlto s

* collect the tax in order to reduce compliance and
~-collection cost, 97 percent of mail order firms would
be exempt (based on Census size data). The e\~
timated revenue potential would fall to $1.93 billion
in 1990. with projections of $2.08 billion In 199l :
and $2.22 billion in 1992.

‘Methodology: Overview

The methodology of estimation is straightforward. We de-
velop a base of total mail order sales that are potentially ta;xable.
apportion those sales among the 45 states with sales and use

m=10XES N proportion to 1990 U.S. personal income. and adjust

that figure for the mount that we estimate to be already subject
10 sales or use taxcs. The resulting figure is the nexus- ad}usled
«state base, We then develop an exemption-adjusted rate for

edch state that reflects the proportion of mail order purchase% ‘

in each state that consists of items subject to the sales and use
tax. The exemption-adjusted rate is then applied to the [nexus-
adjusted base for each state to arrive at a state-estimated
revenue potential. State potential revenues are then summed to
develop the national estimates.

Data from the /987 Census of Retail Trade show that the
1.503.593 retail stores with payroll in the U.S. had sales total-
ing $1.5 triilion. .In 1982.'1 4"[ 988 stores had sales iof $1.0
trillion.
The adjusted mail order sales and use tax base is based on
data from Amold Fishman's Guide 10 Mail Order Sules 1990.
The decision to use Fishman rather than the Census ochza:/
Trude is consistent with the 1987 estimates. In addition {o being
less recent, the Census data are much less comprehensive than

_“Fishman because they only identify firms whose primury busi-

ness is mail order. A significant amount of mail order trade is
with firms for whom it is a secondary line of business.
Fishman identifies mail order sales of producis|io con-
sumers of $54.49 billion and sales of services 1o consumers of
$32.5 billion for u total of $87 billion. An additional $50.4
billion of mail order products were sold to business firms.

268
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These sales total $130.4 billion. We included ali consumer

products in the original base because most state sales and use
taxes cover tangible goods purchased by consumers (adjust-
ments for exemptions are made later). Although a few states
tax most services and a few services purchased by mail are
widely taxed (e.g.. photo finishing). for simplicity, we excluded
all consumer services from the base.

Finally. we included 25 percent of business purchases in the .

base. a somewhat arbitrarv figure that was used in earlier ACIR

~estimates. A review of the composition of business purchases

suggests that 25 percent is quite conservative. A large share of
such purchases consists of office supplies and fumtshmes and

electfonic equipment. Because such purchases are final sales
tnot directly incorporated in the final product). they would be
taxable in many states. However, given that the 25 percent
figure was used in the 1985 and 1987 estimates. we preserved
that figure for consistency.

1 The resulting estimate of mail order sales for 1990. prior to
applying state exemptions of certain items. is $67.09 billion.
These sales were then apportioned among the 50 states and the

- District of Columbia on the basis of the proportion of U.S:

personal income received in each state. After excluding mail
order sdles 10 those states without sales taxes. there will be a
total base of $65.53 billion apportioned among the 45 states
and the District of Columbia that have a sales tax..

Nexus Adjustment.

This base must be adjusted for taxes currently bema col-
lected because of nexus or other reasons. We subtracted the
sales of Sears, Penney's. and Montgomery Ward. which meet
the nexus test in most states. and the sales of the Home
Shopping Club and the QVC network. which are in voluntary
compliance. We also adjusted for nexus in the home states of
mail order firms. using Census of Retail Trade 1987 data to
estimate the share of mail order sales originating in each state.

We assumed that in-state sales were also proportional to per--
“sonal income in that state. This base reduction was then also

distributed among states in proportion o their personal income.
The result is a nexus-adjusted potennal revenue base of $59.02
billion.

Exemption-Adjusted Rates

The 1990 state sales tax rate for each stale was adjusted to
account for four commonly used exe s that involve a
significant share of mail order purchases: food. clothing. pre-
scription and nonprescription drugs (separately), and magazine
subscriptions. In each state where one or more of these cat-

. egories was exempt from-the sales and use tax. we adjusted the

raie lor the proportion.of total mail order purchases accounted
for by this item. For example. clothing accounts for 3.885
percent of consumer product mail order sales. and consumer
products are 81.2 percent of the mail order base used in our
estimates, so we reduced the effective tax rate in each state that
exempts clothing by 3.155 percent (3.885 X 0.812) of the
official rate. (In Connecticut. the adjustment was smaller be-
cause that state only exempts clothing for children under age
10:1 The result of these adjustments was an exemption-adjusted
etfective sales tax rate in each state. The average adjusted sales
tax rate for the 45 states and the District of Columbia was 4.92
percent.

improved reporting.

Estimated Revenue Potential -

The final step was to apply this exemption- ddjuqed rate o
the nexus-adjusted base to armive at an esumaxed revenue
rotential for 1990 for each of the 45 states with sales taxes and
the District of Columbia. The resulting state-by-state estimutes
for 1990 are reported in Table |. We place more confidence in
the aggregate figure than in the individual stite estimates
because our allocation among states is at best an approxima-

. tion. (Some states may make more mail-order purchases rela-

tive to personal income than others. depending on bow rural
they are. how many elderly persons there are in the stale. the
distribution of increasingly upscale purchases b\ mail. etc.)
The total revenue potential 1s exnmated at$2.91 Billion do tars
for 1990. .

As the recession continues, we chose 10 make Conservative
projections of growth in the base and the revenue potential for
1991 and 1992. estimating six percent growth each vear (the
same rate as Fishman reported for 1990). We adjusted state
sales tax rates to reflect tax increases in some [states taking
effect either in January or July of 1991. Thus. revenue potential -
is estimated to rxse 10 $3.08 billion in 1991 and Ss 26 anmn in

1992.

Comparison to Prior Estimates
It should be noted that the 1990 estimated revenue potential

] . -
represents a 73 percent increase over ACIR’s estimates for

1985 and a 34 percent increase over the projected revenue
potential for 1988 in the 1987 ACIR report. |Estimures of

"Revenue Porenrial From State Taxation of Out-of-State Mail

Ovrder Sales (SR-3). This increase is more than one would

“expect from growth rates of mail-order sales rzmiging from six

to 10 percent per vear in the intervening period. In fact. we
anticipated a smaller increase because we chose to make further
adjustments for exemnption of purchases of drug"s and a more
generous nexus adjustment for in-state mail order sales than in
previous estimates. However, Fishman points out in both his
1989 Guide and his- 1990 Guide that the increase in reported *
matil order sales in both years is considerablv larger thun the
actual growth. The difference is accounted for|by improved
reporting. resulting in a more accurate and inclusive data base.
For example. between 1988 and 1989, Fishman's reported total
mail order sales grew by 12.6.percent. of which eight percent
was actual sales growth and 4.6: percent was the result of

Further Refinements

Local Taxes. Numerous efforts have been made in the last
ten vears to reverse Narional Bellas Hess either through litiga-
tion or legislation. In the course of those efforts. tivo issues have
arisen repeatedly, One is the collection of local taxes by cities.
counties, and school districts. The other is the possibility of a
de minimis rule that would exempt small firms i'riom the obliga-
tion to cotlect the tax. Both of these refinements involve several
issues. including trading off revenue cons:derauons against
compliance costs. It is not the purpose of this repon to weigh
the merits of either of these issues. but merely to provide some
adjusted revenue estimates that reflect both of the'se possibilities.

‘Local Tax Collections. Tables 2-and 3 present combined
state and local revenue potential under two different assump-
tions. The first assumption, reflected in Table 2.|is that the tocal
tax is only collected in those states that have ol uniform state-
wide tax rate applied in all jurisdictions of one kind {counties

State Tax Notes, February 24, 1992
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or municipalities). Five states <Cahfomla North Carolina.
Umh virginia. and Washington) meet this test. This proposal

~involves littie if any increased compliance cost. If mail order

firms were required to collect these local taxes as well as state
raxes in-all states. the resulting revenue would be $3.07 bil lion
instead of $2.91 billion. The projections for 1991 and 1992 are
$3.26 billion and $3.45 billion. respectively.

The second assumption is that all local jurisdicuions would

_be entitled 1o collect the tax. The revenue estimates in Table 3

.are based on the ratio of localto state tax colléctions in. states
that were collecting local sales taxes by the beginning of 1990.

These estimates.do not include jurisdictions thathave adopted

local sales taxes since January 1990 tincluding those in Penn-
svivania and South Carolina where local governments have
been allowed to adopt the tax aftér that date). This assumption
increases the revenue potential from taxing presently untaxed
mail order purchases 1o $3.49 billion in 1990. rising to $3.69
billton in 1991 and $3.91 billion. in 1992. Note that the es-
timates are different from the five states with statewide uniform
local rates. Although revenue potential is greater under the
second assumption. estimated revenue potential may be lower

" in some étatés “than ‘under the earlier (uniform local rate)

assumption because they reflect the actual ratio of local {o state
tax collections. In some states. it is possible that state taxes are
collected without coliecting the comresponding local taxes.
de Minimis Rule. The application of a de minimis rule
would reduce revenue potential (and also reduce compliance
costs) by :xempxing very small firms. We applied two de
mininis rules: firms with sales tess than $3 million and less than
S10 million. These two figures are based on size distribution
data from the /987 Census of Retail Trade applied to the
broader base developed from Fishman. The de minimis rules

.. are applied 1o the estimated state tax revenue potential only.

and do not include estimated local sales tax revenue potential.
. The exclusion of firms with less than $5 million in sales
would exempt 93 percent of mail order firms from compliance.
The exclusion of these smalier firms from the base reduced the
original base by 23.5 percent from $67.09 billion to $49.98
bithion at the 55 million sales threshold level. The estimated
revenue potential for 1990 with a 85 million de minimis ruie.
shown in Table 4. is $2.09 billion.

The exclusion of firms with less than $S10 million in sa[e
would exernpt 97 percent of mail order firms from compliance.
The exclusion of these firms from the base reduces the original
hase by 30.3 percem from $67.09 billion to $46.63 billion at

the S0 million sates threshold level. At a threshold of $10

million in sales. the estimated revenue potential in 1990 be-

comes $1.93 billion, as shown in Table 4.

Concluding Comments

Several cautions should be attached to these estimates. First.
they are based on cumrent reporting of mail order sales. There -
may be unréported mail order sales that are not included.
Second. one of the most difficult figures 1o detennine ié the
nexus adjustment. correcting for taxes already being collected.

* As aresult of stepped-up state enforcement in recent vears! this

figure may be higher than our estimates. reducing the esnm‘aled
revenue potential from untaxed mail order sales. I

Third. we believe that the share of business purchasex that
would fall in the tax realm is higher than we thought 10 b the
case in earlier estimates. For consistency. we kept that ratb the
same as before. However. business mail order purchasesicon-
sist largely of office supplies and equipment. which are taxable

|
_in many states. This limited inclusion of business purch‘xxe\
probably makes the revenue estimates too low. : |

(
On the other hand. it is possxble ‘that more firms miy be
either meeting the nexus test or are in voluntary compli iance
than we allowed for. so the nexus correction may be 100 h!gh

-In that case. estimated revenue potential would be oversmled

Given these offsetting errors. the resulting estimates of revenue
potential should be used with caution.

Finally. if states are able to tax a' broadér range of mail order
sales than is presently feasible. they may experience incrleases
in sales and use tax revenues close to those projected in this
report, but some of that revenue may come from in-state firms
rather than mail order firms. These revenue projections do not
altempt to take account of any switching of purchases between
in-state. and mail order sellers as a result of changes in tax
obligation. ‘

References
Fishman, Amold. /990 Guide 1o Mail-Order Sales. Market-
ng Logistics, Inc.. 1990. ‘
U.S. Advisory Commission on Intergovernmental Relations.
State and Local Taxation of Inierstate Mail Order Sales (A-
1051, April 1986.
U.S. Advisory Commission on Intergovernmental Relations.
Estimated Revenue Potential from State Taxation of Out- -of
State Mail Order Sales (SR-3). September 1987.
U.S. Department of Commerce, Bureau of the Censusl /987
Cenxus of Retail Trade . - X

Summar\ Revenue Potential Estimates, 1990-1992 {in millions)

Nexus Adjusted Estimated Revenue Potential
1990 Base~ Base 1990 1991 1992

State Tax Oniv $65.530 $59.020 $2.906 $3.080 $3.265

State/Unitorm Locul $65.530 . £59.020 $3.072 3.256 S3.451

- State/All Local $65.530 $59.020 $3.488 $3.694 $3.914
$5.000.000 de Minimis S$48.820 $42.309 $2.087 $2.249 $2.411 1
S10.000.000 de Minimis S45.544 $39.033 $1.925 $2.075 $2.224 !
R [

* “Less than $67.09 hillion because it includes onlv the 45 states and D.C. with sales taxes.
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‘ Table 1: Estimated Revenue Potential on Untaxed Interstate Mail Order Sales, 1990-1992 (in millions;
' State Mail Nexus-Adjusted Estimated Revenue  Estimated Revenue Estimated Revenue
i Order Base Base - Potential Potential Potential
! 1990 1990 19% 1991 1992
| Alabama $861.5 87759 - $30.8 53256 $34.6
Arizona 868.8 7825 38.4 10.7 332
Arkansas 4955 3363 17.7 I18.8 199
California 8.911.7 8.026.2 394.1 4178 4429
* Colorado 888.2 800.0 236 25.0 26.5
Connecticut 1.217.2 1.096.3 81.4 86.3 915
District of Columbia 2174 195.8. 1.5 12.2 2.9
. Floridu 34744 3.129.2 183.7 {94.8 206.4
Georgia 1.603.8 1445 573 60.7 ot
* Hawuii 315.9 2843 113 12.0 127
_Idaho 5302 JOR.3 9.8 104 .t
. Minois 3.367.1 20305 189.5 200.9 MEXY
_Indiana 1.358.1 12232 T 60,1 631.7 675
Llowa 685.1 617.0 242 257 e v - 27.2 -
* Kunsas 6393 575.8 243 25.7 27.3
_Kentucky 799.3 719.9 T 424 (450 477
Louisiana 886.0 798.0 314 132 R
Maine 3016 2716 12.7 133 42
_Marvtand L5144 1.364.0 66.7 70.7 75.0
Massachusetts 1.978.9 1.782.3 R4.7 89.8 95.2
Michigan 2 4503 22339 83.6 88.6 93,9
Minnesota 1.204.3 10847 58.6- 62.1 658
Mississippi 179.8 4300 257 273 289
Missouri 1.299.3 1.170.2 19.0 52.0 550
_Nebraska 385.9 347.6 16.3 17.2 18.3
Levada 3318 298 8 16.9 17.9 9.0
New Jerse 28010 23227 155.0 168.3 1786
 New Mexico 308.8 278 139 14.7 15,6
_New York_ 5.666.4 51033 190.2 201.6 237
“North Carolina 1.536.5 1.383.9 1.2 136 16.3
_North Dakota 1332 120.0 59 6.2 6.6
_Ohio. 2.7388 21667 115.4 1223 | 1296
" Oklahoma 700.0 630.3 281 2938 316
_Pennsvivania 3.206.3 2.887.7 164.1 1739 184.3
_Rhode Istand 2731 246.0 6.3, 7.3 8.3
South Carolina 758.2 - - 680.2 137 KR53 3749
South Dukota 1433 129.3 5.1 5.4 3.8
- Tennessee 1.206.5 0093 551 58.4 61.9
Texas 1.058.7 3.655.4 2137 2265 ' 230,
Litah 3442 310.0 15.4 16.3 17.3
. Vermont 1423 128.1 5.0 5.3 57
Virginia 1.786.9 16094 . 53.2 564 59y
Washington [.314.7 11841 69 8 74.0 N 784
West Virginia 156.4 3210 19.1 20.2 MR
Wisconsin 1.255.0 L1303 529 - 56.0 394
Wvoming - 102.8 925 28 29 3.0
- Total 165.530.3 59.019.6 2.905.5 3.079.9 1.264.7
State Tux Nees. February 24, 1992 ' 271
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y Table 2 2: Estimated Revenue Potential on Untaxed Interstatg Mail Order Sales, 1990-1992
; Including Statewide Uniform Local Taxes (in millions) B
State Mail Nexus-Adjusted  Estimated Revenue Estimated Revenue Estimated Revenue
; Order Base ‘Base Potential Potential Potential
: 1990 1990 .1990. 1991 1992
i Alabama $861.5 $775.9 $30.8 $32.6 534.6
1 Arizona %68.8 782.5 384 40.7 432 ;
< Arkansas 495.3 4463 17.7 18.8 199 ;
: California 8.911.7 8.026.2 4927 522.2 553.6
! Colorado 888.2 800.0 236 5.0 26.5
* Connecticut 1.217.2 1.096.3 81.4 86.3 91.5
¢ District of Columbia 2174 195.8 1.5 {2.2 12.9
: Florida 34744 3.129.2 183.7 194.8 206.4
_Georgia 1.603.8 1.444:5 §7.3 60.7 644
* Hawaii 3159 284.5 11.3 12.0 127
.. idaho 220.2 . 198.3 9.8 10.4 1.1
i Hlinois 33.367.1 10325 189.5 200.9 2130
Indiana 1.358.1 1.223.2 60.1 63.7 67.5 .
! lowa 685.1 617.0 243 25.7 270
* Kansas 639.3 575.8 243 257 273 |
| Kentucky 799.3 719.9 424 45.0 477 ;
i Louisiana 886.0 798.0 314 " 33.3 35.2 ;
1 Maine 301.6 2716 12.7 13.5 14.3 !
| Maryland 15144 1.364.0 66.7 707 - 75.0 :
I Massachuseus 1.978.9 1.782.3 §4.7 89.8 95.2 i
! Michigan 2.480.3 2.233.7 836 88.6 93.9
: Minnesota 1.204.3 1.084.7 586 62.1 65.8
© Mississippi 479.8 432.1 257 273 28.9 i
© Missouri 1.299.3 1.170.2 19.0 52.0 55.1 ;
 Nebraska 385.9 347.6 16.3 17.2 18.3
_Nevada 3318 298.8 169 - 479 - 19.0_
i New Jersey 2.801.0 25227 159.0 168.5 178.6
; New Mexico | 308.8 278.1 13.9 14.7 15.6
| New York 5.666.4 5.103.3 190.2 2016 2137 ;
“North Carolina 1.536.3 1.383.9 68.6 72,7 77.1 )
North Dakota 1332 120.0 59 6.2 6.6 ;
_Ohio 2.7388 2.466.7 1154 122.3 129.6
Okiahoma 700.0 630.5 2.1 29.8 316 :
. Pennsylvania 3.206.3 2.887.7 164.1 173.9 184.4 ;
Rhode Island 2731 246.0 16.3 17.3 18.3
* South Carolina 755.2 680.2 33.7 358 37.9 |
_South Dakota 143.5 129.3 5 5.4 58
- Tennessee 1.206.5 ~1.009.3 _ S5 584 61.9 :
Texas 4.058.7 3.655.4 2137 © 226.5 240.1
‘ Utah - 344.2 3100 19.2 20.4 216
- Vermont {423 128.1 3.0 5.3 57
" Virginia 1.786.9 1.609.4. 68.4 72.5 76.9
. Washington 1.314.7 1.184.1 90.7 96.2 101.9
. West Vireinia 356.4 321.0 19.1 20.2 215
' Wisconsin 1.255.0 1.130.3 52.9 56.0 59.4
P 'Wyomine 102.8 92.5 28 3.0 S 34 ,
* Total 65.530.3 59.019.6 3.071.5 3.255.8 3.451.2
* *Califormnia. North Caro ina. Utah, Virginia and Washington. '
- i
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Table 3: Estimated State and Local Revenue Potential on Untaxed Interstate Mail Order Sales. 1990-1992 (in millions)

: State Mail Nexus-Adjusted Estimated Revenue  Estimated Revenue Estimated Revenue
p ’ Order Base Base ' Potential Potential Potential
o : 1990 1990 1990 1991 1992
* Alabama $861.5 §775.9 S1R.0 '$50.9 $53.9
. Arizona R68.R 7825 416.6 49 4 524
e cATRANSS - . 4955 RET 20.5 21.6. 2y )
* California 89117 8.026.2 1728 198.8 5262 :
' Colorado | §88.2 800.0 334 35.4 376 i
- Connecticut 1.217.2 1.09.3 . 81.4 86.3 91.5
District of Columbia 2174 195.8 1IN 2.2 12
" Florida 34744 2.129.2 1840 195.1 206.8 ’
. Georgia ‘ L6038 14445 799 84.7 49X
" Hawaii 315.9 2845 i3 12.0 127
. Idaho ' 220.2 198.3 98 10.4 1l
Dlllinois 3.367.1 30325 261.4 277.1 . 2937
* Indiana ‘ 1.358.1 12232 60.0 63.7 67.5
. lowa 685.1 617.0 246 26.1 277
. i Kansas . 639.3 5758 o 30.2 320 RER
| Kentucky ' 799.3 719.9 424 45.0 477
. Louisiana 886.0 798.0 55.9 59.3 62.8
i Maine . 3016 271.6 12.7 13.5 14.3
't Maryland 15144 | 364.0 66.7 70.7 75.0 . !
ii Massachusetts 1.978.9 1.782.3 84.7 89.8 95.2 i
| Michigan 24803 22337 83.6 8.6 93.9
_ Minnesota_ 1.204.3 1.084.7 63.3 66.8 708 :
. -1 Mississippi 479.8 1321 25.8 27.3 29.0 ;
@ © Missouri 1.299.3 1.170.2 65.9 69.9 74.1 i
. Nebraska 385.9 347.6 19.1 202 214
{ Nevada 3318 208.8 (7.1 8. 19.2 ;
" New Jersey 2.801.0 25227 159.0 168.5 178.6 ;
. New Mexico 308.8 278.1 16.7 17.7 18.7 !
New York 5.666.1 5.103.3 8T 369.7 3919
North Carolina 1.536.5 1.383.9 61.1 641 68.0 j
- North Dakota 133.2 120.0 6.1 6.5 6.9 !
: Ohio 2.738.8 2.466.7 132.3 140.3 148.7 !
. Oklahoma 700.0 — 6305 46.1 488 S8 !
* Pennsvlvania 3.206.3 2.887.7 164.1 173.9 184.3 i
" Rhode Island 2731 246.0 16.3 17.3 18.3 '
South Carolina 755.2 680.2 33.7 358 37.9 i
. South Dakota 1435 1293 - B 67 7.0 1.5 ffi
' Tennessee’ 1.206.5 1.009.3 71.9 76.2 80.8 i
Texas 40587 36554 256.1 2715 2878
* Uwh 344 310.0 18.8 19.9 20 j
* Vermont 142:3 128.1 5.0 5.3 © 5.7
! Virginia 1.786.9 1.609.4 716 75.9 80.4
i Washington 1.314.7 11841 85.6 90.7 96.1 i
! West Virginia 356.4 321.0 19.1 20.2 215 ?
! Wisconsin 1.255.0 1.130.3 53.4 56.6 £ 59.9
{ Wyoming 102.8 92.5 3.4 3.6 3.8
w AN
@ | Total 65.530.3 59.019.6 3.488.4 3.694 .4 3913.3 i
Stare Tax Noies, February 24, 1992 273
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Table 4: Est:mated Revenue Potential on Untaxed Interstate Mail Order Sales. 1990- 1992

With de Minimis Exemption ($5 or $10 Million) (in millions)

————
o sl

Revenue Potential With $10 Million de Minimis

Revenue Potential With §3 Mmuon de “m!mls

1.9253

2.086.9

State Tax Notes. F ebruary 24,

1992

1990 1991 1992 1990 1991 1992
1 Alabama $20.4 $31.6 $229 $22.1 5234 saan[
| Arizona 254 T 27.6 29. o
. Arkansas 1.7 122 140 127 4.3 15.2
| California 260.7 09 381S 282.6 3295 3810
i Colorado 15.6 16.5 17.5 16.9 17.9 19.0)
" Connecticut 537 19.8 45,3 58.2 54.0 , 19.1]
. District of Columbia 76 R:1 - 8.5 X.2 8.7 g
Florida 1215 128.8 136.5 . 1317 139.6 kg
_Georgia 379 0.2 26 . 411 41.5 16.2
. Hawaii 75 7.9 84 8.1 8o 9.1
| ldaho 6.5 6.9 73 7.1 73 79
i lllinois 125.3 £32.9 140.8 135.9 144.0 152.7 _
! Indiana 197 42 146 43 45.6 w8y
| lowa 16.0 17.0 8.0 17.4 18.4 19.5
| Kansas 6.1 17.0 18.0 174 . 1%.4 195
| Kenmcky 28,1 29.7 315 30.4 32.2 240
| Louisiana_ 20,7 22.0 233 225 23.8 253
| Maine 8.4 9.8 1.3 9.1 10.6 12k
! Marvland 14 16,8 49.6 17.8 50.7 518
l Massachusertts 36.0 59.4 62.9 60.7 " oadd 681
i Michigan 55.3 58.6 62.1 59.9 63.5 673
i Minnesota 8.7 128 47.2 . 420 46.4 sil . A
© Mississippi 17.0 18.0 19.1 TR 19.5 ol u
{ Missouri 2.4 344 34 352 37.3 -39S e
| Nebraska (0.7 ey 2.1 1.7 124 R
T Nevada 1.2 1.8 12,5 121 12.8 e
{ New Jersey 103.1 1.4 [18.) 114.0 120.8 128.0
1 New Mevico 9.2 9.7 10.3 10.0 10.6 a2
L New York 1258 133.3 (41,3 136.4 144.5 1532
_North Curolina 27.2 RS 0.8 29.3 417 2
North Dakota 39 4.1 1.4 4.2 4.3 43 .
Ohio 76.3 80.9 83.7 82.7 87.7 92,9
* Oklahoma 18.6 19.7 20. 20.2 214 w7
' Pennsvivania 1083 115.0 1219 117.6 124, 1322
. Rhode Island 0.8 L4 (2.1 1.7 12.4 22
_South Carolina__© 223 236 250 242 25.6 W
- South Dukota 34 3.6 3.8 37 3.9 S
_Tennessee 364 38.6 40.9 9.5 418 4.3
CTesas 1413 149.8 158.% 153.2 162.4 1721
' Utah 02 10.8 1.4 1.0 1.7 .4
Vermont 33 - 4.4 4.7 16 4.8 ._2 ,‘_,.‘ —
Virginia 38.2 37.3 39.3 382 404 429
Washington 500 53.0 56.2 542 57.4 60,
. West Vireinia 12.6 13.4 14.2 13.7 14.5 15.4 )
_ Wisconsin 350 3.0 39.3 319 40.2 126
1 Wyoming L8 1.9 2.0 2.0 2 e §
i Total 2.075.2 22242 2.249.4 24109
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To authorize collection of certain State and local taxes with respect to the

Mr.

To

W 0o 3 N U b W N e

sale, delivery, and use of tangible personal property.

IN THE SENATE OF THE UNITED STATES

FEBRUARY 3 (legislative day, JANUARY 25), 1994

BuMPERS (for himself, Mr. CocHRAN, Mr. CONRAD, Mr. DORGAN, Mr.
HerLin, Mr. BOREN, and Mr. GRAHAM) introduced the following bill;
which was read twice and referred to the Committee on Finance

A BILL

authorize collection of certain State and local taxes with
respect to the sale,; delivery, and use of tangible personal

property.

Be it enacted by the Senate and House of Representa-
tives of the United States of America in Congress assembled,
SECTION 1. SHORT TITLE. /

This Act may be cited as the “Tax Fairness for Main
Street Business Act of 1994”.

SEC. 2. FINDINGS.
'The Congress finds that—
(1) sales by out-of—State firms already are sub-

jeet to State and local sales taxeé, but State and




June 7, 1993

SUBIJECT: | MONEY FOR WELFARE REFORM

Here is a proposal you can put to Moynihan as proof of your commitment to welfare

reform: Increase funding for the JOBS program by $250 million in both FY94 and FY95
a way to raise the federal matching rate of 85% in states that begin early implementation
time—limited welfare. '

According to his staff, Moynihan has two goals for welfare reform, which you shai

1) increase the federal match for JOBS so that states can afford to implement the Family

Support Act; and 2) move toward a system of time-limited welfare. This proposal would -
enable us to waive the current cost—neutrality rules for demonstrations in states that want to

move toward time-limited welfare.

This proposal should pass muster with the Byrd rule, which is being interpreted to

as
of

re:

allow expansion of an existing program. It would also please the governors, particularly in
industrial states where the current federal match is only about 60%. A temporary adjustmlent ‘
in the JOBS matching rate was included in the tax bill Bush vetoed last year (although that

provision did not address time-limited welfare). In the meantime, the AFDC caseload has

grown to record levels, passing the 5 million mark.

If you raise this idea with Moynihan, you may have to persuade him that it isn't ju
token effort on our part, but an important downpayment on welfare reform that will
significantly improve the prospects of getting the sweeping reform plan we'll propose late
year. This isn't a substitute for ending welfare as we know it; it's a way both to build on
Family Support Act and to underscore that welfare reform is a make—-or-break element of|
Administration's agenda.

st a

this
the
this
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HITEC SATELLITE CORP. HOMEWORK VIDEOLINE TM

INVOLVES PARENTS
WITH TEACHERS AND
STUDENTS FOR

A TEACHER AND PARENT SUPPORTIVE, REVIEW, ENRICHMENT, AND STIﬂU;_
LATING INTERACTIVE PC AND PHONE STATE-OF-THE-ART INSTRUCT-

IONAL FORMAT.

¥

‘The Literacy Campaign™

Multimedia Lab Centers
(Video Disk/Compact Disk Capable),

ABC HITEC SCHOOLS

FUL?QRE‘

THEXPENSIVE DIRECT BROADCAST SATELLITE INSTRUCTION.

A Division of Operation Friendship, Inc.
Integrated Distant Learning Systems™
P.O. Box 3501

Seal Beach, Ca., 90740 (310) 592-3791
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'4' . ' . i ) Office of the Assistant Secretary’

C  DEPARTMENT OF HEALTH & HUMAN SERVICES . - for Legislation
‘r‘w ) ’ N
"rera € ' : ' I © . Washington, D.C. ‘20201
TO: The Secretary
Through: - = bs -
CCs
BS___
 FROM: Jerry Klepnér

Assistant Secretary for Legislation

SUBJECT: Meetihq with Senator Daniel Patrick Moynihan on
Tuesday, June 21, 1994 at 5:30 PM in 464 Russell -
BRIEFING . S -

, quGRBssxouAL PARTICIPANTS
" Senator Daniel Patrick Moynihan (D-NY)
'ADMINISTRATION PARTICIPANTS (Subject to Change)
Jerry.Klepner, Assistant Secretary for Legislation

Dav1d Ellwood Assistant Secretary for Plannlng and
Evaluation

Mary Jo Bane, Assistant Secretary for Children and Families

Bruce Reed, Deputy Assistant to the President for Domestic
Policy

BACKGROUND .

On Tuesday, June 21, 1994, you will meet with Senator Daniel
Patrick Moynihan in his Washington office. The purpose of the
meeting is to discuss the content and financing of the
Administration’s welfare reform initiative and the 1ntroductlon
of the plan this week. The meeting is one in a continuing serles
of meetings with Congressional and.Committee leadership on
welfare reform. The co- -chairs of the Welfare Reform Working Group
have met with'Senator Moynihan at least four times during the
past year. HHS staff also have met frequently with Flnance
Committee staff.




A complete congreSSLOnal blography of Senator Moynlhan 1s
attached. fw, , . .

-‘POINTS OF DISCUSSION .

Senator Moynlhan s staff has indicated that he is prlmarlly
‘focused on health care reform at the moment. . Welfare reform is,
however; an issue of longstanding interest to the Senator and he
is concerned about the effects on New York. Generally, he - ‘
believes that the Administration’s initiative is moving welfare
in the rlght ‘direction. He is particularly concerned about ‘
;several 1ssues : B : L : '

(l) Timing ~- As you know, Senator Moynlhan'has publiclyl .
* criticized the Admlnlstratlon s "delay™ in submitting the welfare
plan to Congress. His view is that a new President has a brief
window to tackle controversial issues and that it will be
'extremely difficult to enact welfare reform in the last half of -

this year. : o . :

(2) F1nanc1ng —— He is 1nterested in the. -financing

‘n'proposals and has indicated concern about the legal alien deemang

'~proceed1ngs " When asked if welfare reform could pass in 1994,

. provision and its p0331ble impact on New York. 1In addition, New
York currently receives a large share .of HHS Emergency Assistance
funds which would be- capped under the- Admlnlstratlon s welfare
‘reform proposal - : '

o (3)  Termination of Benefits -- He has also expressed
interest in the point at which recipients will be terminated from
- the program and for what cause. He may ask about the WORK
- program and what happens ‘to people who fulfill all of their

obligations, complete the number of allowed WORK placements apd
Stlll are not able to: flnd jObS in the private sector i

(4) Teenage Pregnancy Preventlon -- Teenage pregnancy
prevention has been an issue of major concern to Senator Moynlhanw
for many years. His staff has repeatedly emphasized in meetings
that the initiative needs to focus on preventing teenage
pregnancies. We know he was pleased to see the President
hlghllght thlS lssue durlng his" welfare reform speech on June 14.

'3 Flnally,'Senator‘Moynlhan appeared on Meet The Press on
“Sunday, June 19, to discuss health care reform. When asked about
the President’s welfare reform:plan, the Senator said the bill
could be passed despite current Congressional opposition to it|
In addltlon, Senator Moynlhan said that he will "start hearlngs
the minute we have just a moment’s window in ‘the ‘health care

the Senator said, "We might surprise you,".and offered this
1n51ght "I regret and I think a lot of people do now, that
money for welfare wae not put in the five-year budget that we
~passed last year




ATTACHMENTS FOR THE MEETING
Attached are the following briefing materials:
1.

2.
~ Administration’s Plan.

‘Congress.

Congressional Biography of Senator Moynihan.

General Talking Points Prepared by ASPA on the

A S-page Summary of the Administration’s Plan.

A‘Description of the Financing Provisions for the
Administration’s Plan. ‘ '

A Comparison of Major Welfare Reform Legislation Before th

A State Profile of Welfare Reform Activities in New York
State. N ; } ‘




POLITICAL PROFILE

Senator Moynihan succeeded Senator Lloyd
Bentsen as Chairman of the ‘Senate Finance
‘Committee. He has had one of the most
varied public service careers of modern
times. He is a former Harvard University
professor. He was an aide to New York
Governor Averell Harriman, Assistant
Secretary of Labor under Presidents Kennedy
and Johnson, a domestic policy advisor to
President Nixon, and UN Ambassador under
President Ford. @ While with Nixon, he
conceived the controversial Family Assistance
“Plan (FAP), a welfare reform proposal that
was fiercely criticized by both liberals and
conservatives.

In 1976, following public statements in which
he denied any interest in elective office, he
reversed himself and ran for Senate. He won
a narrow primary victory, and then upset
incumbent James Buckley in the general
election. - He easily won reelection in 1982
and 1988. Moynihan has made the transition
from conservative to liberal with great
success in New York and is an unabashed
supporter of the New Deal and Great Society
programs, although he once was a critic of
those programs. Moynihan established
himself as one of the Reagan Administration’s
most persistent critics on health and social
services policy. He is known for his
scholarly, almost professorial, demeanor and
high political rhetoric.

Senator Moynihan has long been a major
authority on work and the family. His
interests lie primarily in Social Security and
welfare reform issues, rather than in health
care, although his interest seems to be
growing with the pending introduction of the
President’s legislation. He was instrumental
- in working out the compromise that led to the Social Security reform legislation of 1983, |which
included a combination of tax increases and benefit restraints. He has recently introduced
legislation to establish the Social Security Administration as an independent agency, S.|1560.




HEALTH REFORM ISSUES/PRIORITIES

Health Care Reform: While the Chairman’s initial comments about "fantasy” numbers icaused
alarm and received widespread national publicity, he seems now to be ready to proceed - albeit
cautiously - on health care. He has long wanted a one-card system. Moynihan was quoted in
a New York Newsday editorial on September 9 saying "You have to be very careful about what
you bring into the public sector. There is a danger that government will become too important
in our lives." Last year, Senator Moynihan cosponsored Senator Bentsen’s small group market
reform legislation.

At the September 30 Finance hearing with Mrs. Clinton, Senator Moynihan asked whether the
plan to reach zero growth in Medicare and Medicaid could survive a reality check, dxscussed the
unanticipated consequences of social actions, and noted in a discussion on gun taxes that the
- Administration already has the authority to tax ammunition.  Following the First I]_ady’.s
hearing, Senator Moynihan has held four additional hearings on health care reform on: the
causes of rising health care costs; the foreign experience in controlling health care costs;isocial
problems in health care and physician practice patterns. Issues he raised in these hearings
include: concerns about the increasing number of illegitimate births and the 1mpact on the
nation’s cities; how the inequities among State Medicaid spending will be addressed in the plan

and the impact of the long term care initiative in the plan on New York.

LEGISLATIVE INTERESTS =

102nd: Senator Moynihan focused on legislation to reduce welfare dependency, establish SSA
as an independent agency, liberalize the retirement earnings test, and to cut Social Security
contribution rates and return to pay-as-you-go financing. His interests also included managed
care and mental health care.

__0_3;_ The Senator has re-introduced legislation to reqmre full funding for job opportumty and
basic skills training (S. 16); to direct the Secretary of HHS to develop and 1mp1ement an
_information gathering system to measure and analyze welfare dependency (S. 111) and to
establish the Social Security Administration as an independent agency. He has also cospon'sored
* bills to: protect the reproductive rights of women (Mitchell, S. 25, Mitchell); expand Famlly and
Medical Leave (PL 103-3); amend the Federal Food, Drug and Cosmetic act to clarify tht? uses
of animal drugs and new drugs (S 340, Heflin); and to provide for the expanded studies and

programs for traumatic brain injury victims (S. 725, Kennedy).




- NEW YORK
DEMOGRAPHICS State US. (9 Ew’.k_
" Population (7/1/92) 18,119 255.IM(M) 2
Child Population (4/1/90) , 4,292,000 639M(T)y 3
Percent of Population that are children (7/1/92) 23.9% 25.7% (A) 44
Per Capita Personal Income-FY 89 20,540 17,567 (A) 6
Poverty Rate 1991 153% 13.7% (A) 18
- 1989 12.6% 12.7% (A) 22
1983 15.8% 15.4% (A) 2
- 1979 13.5% 12.4% (A) 15
Change in Rate (1979-1991) - 1.9% +1.3% (A)
Aid to Families with Dependent Children
AFDC - Benefi - State US. (™
Total assistance paymeats-FY 92 2,972.2m 22,223.5m(T)
AFDC Grant-Jan 93 (Mother-two ; '
: children-0 income) - - 5TI(NYC) 703(SC)* 367 (M)
Food Stamp benefit-Jan 93 232(NYC) 195(5C) 285 (M)
Combined benefits-Jan 93 V 809(NYC) 898(SC) 652 (M)
% of poverty threshold-Jan 93 . 62%(NYC) 75%(SC) 70%
% change i in AFDC beneﬁt levels since 1980 -14.1%(NYC) -22.4%
AFDC ~ Cgﬂ ads State Uus. _*
Average Monthly AFDC Caseload (people)-FY 92 397,200 4,768,600 (T)
AFDC Recipiency Rate-FY 92 6.2 5.3% (A)
Change in AFDC Recipiency-FY 88-92 - +9% +20% (A)
Average Payment per Family-FY 92 614 388 (A)
Average Number in AFDC Unit (10/90-9/91) 2.9 2.9 (A)
Food Stamp Recipiency FY 92 10.40% 9.95% (A)



http:2,972.2m

Percent of Families with Unemployed ,
Parent-9/92 ‘ = 3.3% 5.7% (A)
Percent with Earned Income-10/90-9/9 . 6.2% , 7.9% (A)
Percent Receiving Public Housing/
HUD Rent Subsidy-10/90-9/91 254% 21.0% (A)
Number of JOBS participants on AFDC- - ‘ :
FY 91 4 21,986 460,914 (T)
Child Support Enforcement
lecti E State- US. (®
Total Collections-FY 92  487.7m 7,951.1m (T)
AFDC Collections-FY 92 174.6m 2,252.6m (T)
Child Support Collections per $ of ‘
Total Admin. Expends.-FY 92 3.22 3.99 (A)
Average Number AFDC Cases in which a '
, Collection was Made-FY 92 51,290 830,713 (T)
Percentage Change in Total Real - '
~ Collections since 1983 +180% . +203%
Total Number of Paternities . - .
. Established-FY 92 ‘ 34,434 515,393 (T) -
"Number. of out-of-wedlock births-1990 98,110 1,165,384 (T)

*Type: A=saverage, M =median, T=total SC=Suffolk County NYC=New York City

Source: 1993 Green Book
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STATE WELFARE POLICY

In January of 1994, the New York State Department of Social Services announced a new
welfare reform strategy, "Jobs First®. The. program builds on the CAP program, a
demonstration project conducted in seven sites in New York State, which promotes
welfare over work and embodies the principle that both parents are responsible for the .
support of their children. The prime tanet of Jobs FIRST is to reconnect an individual to
the labor force as quickly as possible and to do it whenever possible without engaging
ADC or Home Raelief.

Some services which the state can provude to keep a person from needing long-term
welfare support include emergency one-time cash assistance if just a temporary setback
has occurred, help in accessing other income supports such as child support payments,
and immediate job search and participation in job readiness training or referral to -
, transitional/permanent employment if the applicant is job—ready.

For those individuals who need long-term assnstance, an individualized self-sufﬁcxency plan
will be developed with a job as the ultimate goal: Education, training, counseling, day care .
and other support services are but means:to that end.

Jobs FIRST also promotes family 'format‘ion by? Vexpanding' in-hospital Apaternity
establishment, making minor live at home in order to receive ADC, and rewarding parents
‘whose chrldren regularly attend school. .

Under the new program the CAP program will be expanded CAP is based on a holistic,
case management system in which recipients develop their own plan for improving (their
family’s economic and social situation. Case workers have a much smaller caseload, thus
they can give more individualized attention and help clients receive necessary services
quickly. :

CAP was a very successful program which involved a major restricting of benefit levels
and service delivery. CAP benefits are reduced by only 10 cents on the dollar up to the
poverty level and then 67 cents on the dollar up-to the benefit limit at 150% of the _
poverty level, whereas AFDC takes away benefits almost dollar for dollar. CAP also pays
recipients their benefits, as well as child care support, directly and allows them to manage
a personal budget. If recipients need training, it ties directly into JTPA or other pre'- ‘

exrstxng employment and training services.

Waivers for AFDC, Child Support, Medicaid and the Food Stamp Program were granted in
September, 1988. CAP requires AFDC waivers for certain provisions, including: 1)
replacing earnings disregards with incentives; 2) ellmlnatlng the resource test; endt 3)
ellmlnatmg certain employment rules :

Operatmg in seven counties since 1988 CAP is available to all single AFDC recrpuents wnth
children who are able to get a support order on a voluntary basis. The program was
implemented in counties between October, 1988 and April, 1989. CAP was ongmally
authorized to run through April, 1994 has the original sites have been extended through

- 1998 and six additicnal sites wili be phased in.

A demonstration group of approximately 4200 participating families has been evaluated by

)




Abt Associates, Inc., whose final report was released earlier this year. According to Abt
results, two years after recipients learned about CAP, significant progress was
demonstrated "Those clients mformed about’ CAP

e had earmngs from employment 27 percent higher than those uninformed about
V CAP;

« were 25 percent morg likely to have obtained a support order for all children
lacking one than those uninformed about:CAP;

» were 18 percent more likely to have income exceeding 125 percent of poverty
than those uninformed about CAP.

Additionally, the evaluation’s cost-benefit analysis found CAP able to achieve these
|mpacts Wlthout any mcrease or decrease in government axpandltures

As of March 17, 1994 New York Stata had not. raquestad a waiver from HHS to expand,
but state officials had met ‘with HHS representatives and indicated that they will request a
waiver for the following: to permit payments and loans for one-time emergencies to avoid
eventual welfare dependency; modify allowable work experiance and job training for AFDC
" and food stamp recipients; consolidate and streamline food stamp and AFDC ehg:bllllty
requirements; provide incentives for children to attend school; make non-custodial parents
eligible for JOBS programs, expand and broaden eligibility for CAP; require minors to live at

home




