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105TH CONGRESS o o
. 2D SESSION H R o . A :
R | 5 | ' ' . ‘_‘ ’ . ;

- .
H ‘f B .
IN THE HOUSE OF REPRESENTATIVES

’ .
Mr. SHAW introduced the following bill; which was referred to the Committee ' ]

on ‘
o i

[
A B
. . : X
I ’ c i
. i
;
)

| A BILL |

To provide for én alternative pehalty procedure for States "
that fail to’ ﬁeet Federal child support data proeessmg
reqmrement?, to reform Federal incentive payments for
effective Chlld support perfonnance and to provide for
a more ﬂexxble penalty procedure for States that vmlate
1nter_]urlsd1}::tlonal adoption reqmrements .'

Be it efnacted by the Senate and Hou.se of Representa-

.
2" tives of t}w Umted States of Amenca m Congress assembied

3 euscrrlouv 1 SIICNRl‘TTIIJB ’
Thjs; Act may be clted ds the “Child Suppert Per- ‘

4
5 f'orma,ncej and Incentxve Act of 1998” '

i
i

y R .
f : .
' ; ' o .

4
i

January 13, 1998 (11:00 a.m.)
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1 TITLE I—ALTERNATIVE PEN-,
2 ALTY PROCEDURE APPLICA- |
3 BLE TO FEDERAL CHILD SUP
4 - PORT DATA PROCESSING RE-

5 QUIREMENTS L \ f‘

6 SEC. 101. AL'I'ERNATIVE PENALTY fROCEDURE ;
7 (a) IN GENEFAL —Sectlon 455(&) of the Social Secu- |
8 rity Act (42 U.{S.p_. 655(a)) is amended by adding at the; |

9 end the following: o

0 cwael o
11 “(1) ther Secretary determmes that a State plan' ' |
12 under sectlon 454 would (in the absence of t.hJs -

13 paragraph) be dlsapproved for the failure of the‘ N
14 State comply with section 454(24)(A), ‘and that the I
15  State has ;nade and is contlmnng to make a good |
-16_ : falth effort’to so comply; and | ‘

17 | “(n) the State has subnutted to the Secretaz"y

18 '8 corrective compliance plan that describes how the'
19 State will ,ach.leve such comphance w}nch has been

20~ approved l,)y the Secretary, | | |

21 then the Secretary shall not d.lsappzfoﬁe the State pfan . e

22 under section‘{' 454, ‘and the Secretary shall reduce the
23 amount otherv'vise payable to the State under paragraph'

24 (1)(A) of thlS [subsectlon for the fiscal year by the penalty

f .

! i

25 amount. | | '
‘ N

|
{

I
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1 “(B) In this parrag'raph | ' !
2 | “(i) The ‘term ‘penalty amount’ means, with re- ; |
3 Spect to a fallure of a State to eornply-— - f x
4 “(I) 4 percent of the penalty base, in the |
5 case of the 1st fiscal year in which such a fall- | ’f
6 ure by the State oceurs; .‘ | j E
7 “(II) 8 percent of the penalty base, in the ‘I
8 case of the 2nd such ﬁscal year; , ,' ;
9 “(III) 12 percent of the penalty base, m ,'
10 the casefof the 3rd such ﬁscal year; or T ‘
11 “(IEV) 20 percent of the penalty base, 1n1 » ,
1‘2‘ | | the case of the 4th or any subsequent such ﬁs- ' f
13 ~cal year : | ‘ |
14 “(ii) The teer ‘penalty’base’i meaﬁs with respect to;

15 a failure of a State to comply, t:he amount otherwise pay-
16 able to the State under paragraph (1)(A) of this sub-
17 section for the ﬁscal year that precedes the 1st fiscal year
18 in which such a faﬂure by the State occurs. - , _f
19 “(C)Ya4) The Secretary shall waive & penalty under
20 this paragraph for any failure of a State to comply w1th
21 section 454(24)(A) dunng fiscal year 1998 if the Sec- |
22 retary finds that the State has achleved compliance thh :
23 such section by June 1 1998.
24 “ii) If a State with respect to uh]ch a reductlon 13 »
25 made under thxs paragraph for a fiscal year achleves corg- |

-

}
o
|
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pliance thh secnon 454(24)(A) by the beg'mmng of the
succeeding ﬁscal yeaxj, the Secretary shall increase the i
amount otherwise i}ayable to the Smte under paragraph
( 1)(A) of this subsiection for the suédeeding fiscal year by = . *
an amount equal to 75 percent of the reduction. o
“(D) The precedmg prcmsmns of this paragraph (ex-

cept for subparagraph (C)i)) shall apply, separately and ;

mdependently, to] a failure - to eomply with sectlon ,

i

&OOO\J‘O\M-PWN'H

454(24)(B) in the’ same manner in which the precedmg

i
o

provisions apply ‘to a faxlure to. comply with secmon ;
| 454(20(A).7. | o
(b) INAPPLIéABILIW OF PENALTY UNDER TANF | ‘ q

. PROGRAM. —-—Sectmn 409(9.)(8)(A)(1)(III) of such Act (42r
U. SC 609(3)(8)(.&](1)(]?11)) is amended by msertmg

‘‘(other than sectxim 454(24))” before the sermcolon ‘

TITLE II-CHILD SUPPORT
INCENTIVE SYSTEM |

SEC. 201. mcm'mim PAYMENTS TO. smms.
(a) IN GENERAL -—Part D of utle IV of the Socxal'

i

T v T Ty
\OOO_\.‘IO\UI#UJNn—A

Security Act (42 U S C 601—669) is amended by msertmg

NN
_ 0

after section 458 the following: ) | | |

“SEC. 458A. INCENTIVE PAYMENTS 'I‘O STATES

NN
w N

“(a) IN GEINERAL —In addition to any other pay- '

i

ment under this part, the Secretary shall subject to sub- *

|

section (f) make an incentive payment to each State for

MoN
th

l

January 13, 1998 (11:00 a.m.) l ' . ! ’
f ‘ i
I
[
|
!

.‘!
L
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| 1 each fiscal yéegr in an amount determined under subsection -
2 ). | |
'3 “(b) AMG})UNT OF INCENTIVE PAYMENT — 'f
4 | “(1}) IN GENERAL.—The incentive paymem}. for '
5 - a State !for a fiscal year is equal to the sum o%‘ the
6 ‘applicalél,e percentages’ "(determined in accort%ance
7 with ;pﬁragraph (3)) §f the maximum incéntive
8 a,mouhb for the Stafe for thé fiscal year, with réspeet ?,
9 to each’ of the following measures of State perform- ‘ f'
10 ance for the fiscal year
1 | “(A) The patermty establishment perform-
12 _ance level. ‘ '
13 !! | “(B) The support order perfémancé level.
14 / “(C) The current payme;lt perfoxi'-mance "
| 15 level S o
; 16 A | “(D) The arrearage payment perfonnance
17 level. - | | |
18 - “(E) The ‘cost-effectiveness perférmgnce
19 flevel. - |
20 12) MAX{MUM INCEI\TIVE AMOUNT.— | ;-'
- 21 . 1“ “(A) IN GENERAL.—For purposes ot’ para- ’,""
22 f ;graph (1), the maximum incentive amount for
23 - I' a State for a ﬁscal year is— ' f‘ é :
24 f “(i) with respect to the performance
25 | measures 1descubed‘1n subparagrp.phs (A),;

_ January 13, 19688 (11:00 &a.m.)
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1 (B), and (C) of paragraph (1), 049 per- '
2 | cfent of ‘the State collectmns base for the
3 fiscal year; and - ’
4 "' } © (i) with respect to the perfonnance ;.
S ‘ 1I'neasures descnbed in subparagraphs (D) :
6 | ii and (E) of paragraph (1) 0 37 percent of
7 the State collectmng base for the ﬁgcal P
g ' Year. - | . -
9 : ;“(B) DaTa USED TO CALCULATE RATIOS ;
10 REQUIRED TO BE COMPLETE AND RELIABLE — '
11 ththhstandmg subparagraph (A), the m}axx-
12. m\ir‘r& incentive amoxint for a State for a fiscal f
13 yé:éui with respect to ;a performance ncxeaatsureE de- |
14 senbed n paragraph (1) is zero, unless the Sec-
15 | retarry determines, on the basis of an audit! per- |
16 formed under sectmn 452(a)(4)(C)(1) that the j
17 - data w}nch the State submitted pursuant to
18 ~sectr;10n 454(15)(B) for the fiscal year 'and f
19 th’ch is used to detemune the perfomance
20 level mvolved is complete and reliable. -
21 i “(C) STATE ‘COLLEC‘TIONS BASE li—For
22 purposes of subparagraph (A), the State collec-
23 txoins base for a ﬁscal year is equal to the sum
24 of— | '
25 |

, |
January 13, 1998 (11:00 am.) - - {
H

;'.J

P 1-14-98 5 A:DOPM ;L ST 202456 5S8R 8 o

‘ / “(i) 2 times fihe sum of— f o BRI
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7
“(I) the total amount of mippo‘r’t
collected durmg the fiscal year under
the State plan approved undelj this

part in cases in which the support ob-
| ‘iigétion inw}olve& 1s required to be as-

»lsigned to the State pursuant to ﬁart :
- A or E.of this title or title XIX; and '
! ‘“(IIn) theb totial_‘ amount of éupport ;
. ‘co]lected during-fhe'ﬁscal ‘year under

the State plan approved under this

_ part in cases in whxch the support ob-

1
fligation involved 'was 80 assigned but,

"Jat the time of ‘coIlectmn is not re-

o qmred to be so asszgned and

| J“(n) the total amount of support col-

lect:d during the fiscal year under the

State plan approved under ‘this part in all

othe{ cases.

“(3) DETERMINATION OF APPLICABLE PER-

CENTAGES BASED ON PERFORMANCE LEVELS.—

“(A) PATERNITY ESTABLISHMENT —

“(1) DETERMINATION OF PATERNITY

EST.?.BLISHMENT PERF‘(}RMAN CE LEVEL.-—-

T_hei

paternity estabhshment performance

level‘ for a State for a fiscal year is, at the

202 450 5581:% 3
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optlonfcf the State, the IV-—D paternity es-

‘tabhshment percentage determined under

section 452(g)(2)(A) or the statewide pa-
termty estabhshment percentage deter-

mmed» under sectlon 452(g)(2)(B)
“(u) DETERMI\TATION OF APPLICABLE‘

PERC]E}NTAGE.—-The applicable percentage
with respect to. a State’s patermty estab—

hshment pexformance level 1S as follows

“If the paternity autabllshment performnnee level ix The applicable

percentage is:

At least: - .But less thnn.
BOTo vvooeereeetesssoreemmesodoe hoeeemeneseseseenrnas ereeeereee e 100
L£:7 S, b B0% v et 88
L7 SO AU T S eeeeenreessones .96
TT% oo ORI U 1 - SO - 84
13 AORIURUERL SR » ¢ S everees 92
T5% oereeeeeeeeeee e, S 7.7 SO 90
T4% ooreeverrereeereemeeeseeeonn LA 71 S : 88
Y3 S ed TA% e 86
2% ... L 7:T SR 84
AT SRR OB, 7.\ S S S 82
y {1 U AU & LSO e ervemeerensmees 80
B9 ..oovorvroeeooere i O 71 S N 79
15 ST Y 1. SO 78
OSSR DU -t OO OO 77
177 2P URBIINS JOON X £ S SR 76
1.7 2N N -1-1- SO teeeteeerseeens 15
2L RO SN - - S e T4
B3 oot .. BT v eeresersssrenanes 18
B2 .o DR~ 72
1T ervvevenererienerereerrarnn . Y Coom
8095 .veeeeererreeeeeeeei b 3T S 70
BIGE oo eeeeereeeeereen k. 1v . ' 69
58 oveererreeseerereeseesseeestsins 593G cooeerea eeemeeiaesriseae ' 68
X 1 O ORLE- - S e 67
56D orverereeeesess e b, BTG vereeeemeeeeoeeee e seneesnnenne 66
Ty S S Y3 N 65
T A e, 5% rvorerreeoesersseessreenesees oo 64
v N S 54% cverererirorseseseeaniesemsesinn 63
B2Ge ooeorvervcreenrrirnes L 77 S S 62
e 2 T 61 . -
(51437 S SN Bl it eeae ‘ 60

January 13, 1998 (11:00 a.m.)
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“If the paternity eutablhh:ment porformance level i The applic abl e
Al least: : , But less than; ‘ . percentage is:
0% cororeserceereesseees oo ereseeseo B 0

th{&itPStanding the pg‘ece(iing sentence, if
the paternity establishment performance
level of a State for a fiscal year is less
than 50 percent but exceeds by at least 10
pereentage points the fpatermty estabhsh»
ment performance level df,the State for the
1mmed1ately precedmg fiscal year, then the
apphcable percentage wlth respect to the

.State s paternity estabhshment perform-

ance. level is 50 percent.

“(B) EISTABLISHMENT OF CHILD SUPPORT

ORDERS. —-f

“(1) DETEMNATION OF SUPPORT

‘ ORDER PERFORMANCE LEVEL —The sup-

port 'o;rder performance level for a State
for a iﬁscal year is the percentage of the
total numher of cases under the State plan
appr.mfed‘under this partl in which therg is
a sup;?ort order duringf the fiscal year.

PBRcéNTAGE.~The app]_.icablé percentage
|

i

“(ii) DETERMINATION OF APPLICABLE

!
i

202 458 5581:811
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1 ‘ with r;-espect to a State’s support order per-

3
i
i
[
i

i

2 ' forrhz}nce level is as follows: ‘_

t

“If the support qrd:ar performance level is: _ The applicable :
' percentage isc |
. 1

At least: | : But less than.

98
96
94
92
90 o
88 j
B6 : :
84 :
82
- 80 A
79 o
78 ‘
77
76 -
75
74
73
72
71
70 ,
69 ( ’ o
68 \ i
67
86 S
65 o
64 :
' 63 f
62 ‘
81
60 o

Nfotwithstandjng the preceding sentence, if

;t};xe ‘support order perfcrm_an'ce level of a
:Sftate 'for a fiscal year is less than 50 pe;r-
'c’ent but exceeds by at least 5 percentaée o

' points the supporf order performance level

o N bW

gf the State for the immediately preoedi:hg

. January 13, 1888 {(11:00 a.m,)

|
o | . :
| ;
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1 fiscal year, then the applicable percentage
2 w:th respect to the State's support order
3 performance level is 50 percent. | :
4 “(C) ICOLLECTIONS ON CURRENT CHILD - ?
5 SUPPORT DUE.— |
6 (i) DETERMINATION OF CURRENT = ;
A ‘ | ' . : ; o
7 PAYMENT PERFORMANCE LEVEL.—The
, . ' ! E
8 currefnt payment performance level for a ,
9 ~ State for a fiscal year is equal to the total - :
10 ambq.nt of current support collected during 1 ;
! N ' i : o
11 the fiscal year under the State plan ap- -
12 proved under this part divided by the total |
13 amount of current support owed during the | 1
T .‘ | 5 5
14 fiscal year in all cases under the State. : !
o | g
15 . plan, expressed as & percentage. ~ :
J ' ' ' i
16 f“(ii) DETERMINATION OF APPLICABLE i
) S Y ) , o ;
17 PERCENTAGE.—The applicable percentage ' ;
18 - thhg respect to a State s current payment ,‘ ;
19 perfclarmance level is as follows f
“If the current puypent performance leval ix The apﬁucable I '
Atleast: ' But less theny =~ Percentageis o
- : | !
BOB -eerevrereerssmmsenernsensrncend s e 100 ;
TG ooooreeereeeararssarnane Y,V SO 98 , . —_—
f KL ST /-7 S O 86 - ‘
: & 1 TN N 11 S fevimmsbreeennets 84 : :
(37 S SR ¢ S eeereens et 82 ‘
5% oo S SO SO . SO 90 ! '
T4 coovrrvrrversermersrsrassnnenne S 7T SO 88 r
(£ S SO N L2 86 ;
£ JSSUTRSAITIN S > SR 84
(5 U - SRR /> S S 82
January 13, 1998 (11:00 a.m.) ‘ :
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- : "'I!' the current pnymnnt performance level | The applicable
At least: But less than: peroen L=

]
|
‘ B0
79 .
78
i
76
15
74
73
72
71 .
70 .
69
68
67
86
65
64
63
62
81
60
59
58
57
56
55
54
- 53
52.
51
50

Notw:thstandmg the precedmg sentence if

Sta'tg for a fiscal yealf' is ‘leSs than 40 per-
cent but exceeds by ét least 5 percentage
pointis the current ;Sa,ymént perfarmance
level of the State for .the 1mmed1ately pre-
cedmg fiscal year, then the appheable per-

centafge with respect to the State § current

O ® N9 N b W N e

payment performance level is 50 percent

¢

" January 13,1996 (1 1:00a.m,)

0

cx e . . B P P

the current payment performance level of a |

-202 456 5581:#14
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“(D);. COLLECTIONS ON CHILD SUPPORT

ARREARAGES.—

. . o IR . ) N
‘(i) DETERMINATION OF ARREARAGE

" PAYMENT PERFORMANCE LEVEL.—The ar-

rearage payment per;formance\ level for a

|

j

Statei‘for a fiscal year is equal to the total

number of cases under the State plan ap-

| Aproved under this part in whmh payments
of pz;.st-due child support' were received’
dunng the fiscal year and part or all of the
payments were dlstnbuted to the family to ‘.

whonl the past- -due chlld support was owed
(or, zf all past- due child support owed to

‘ Ject tlo an assxgnment to the State part or

all Ofi the pavments were retained by the

|
- the farm]y was, at the time of recelpt sub-

Sta.te) divided by the total number of cases

| undell ‘the State plan in which there is

past-due child support expressed as a per-
centage. |

} B
“(ii) DETERMINATION OF APPLICABLE

.'PERCEI\TAGE —The apphcable percentage

w;th respect to a State s arrearage pay-

"ment performance level 1s as follows.

202 456 5581:815
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*If the arrearage paynient Mﬂm@ l"""l‘i“ ) The applicaﬁle

At least:

But less than: percentage is:

A g - 100
: 98
56
84
82
90
- B8
86
84
82
80
79
78
77
76
75
74
73
72
71
70
69
o8
67 .
66 !
65 .
84 i
63 i
62 :
81 j
60 ;
59
58
57
56
55
54
53 .
52 o
51 :

0.

1
2
3
4

January 13, 1998 (11:00 a.m.)

N " tf N . ) N :
Notwithstanding the preceding sentence, if

| theTi 'érrearage payment performance level

of ~fa State for a fiscal year is less than 40

percent but exceeds by at least 5 percent-

|
|
|
!

50 3

: 202 456 55817415
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age p:oints the arrearage payment perform-

. . ! t N " .

2. ance }level of the State for the immediately
'3 préee}'ding fiscal year, then the applicable
4 percentage with respect. to the State's ar-

5 " rearage payment performance level is 50

"6 percefnt. ‘ |
7 “(E)| COST-EFFECTIVENESS.—

8 ‘(1) DETERMINATION OF COST-EF-

. N o :
9 FECTIVENESS PERFORMANCE LEVEL.—The
10 cost-effectiveness performance level for a
11 Sta}te for a fiscal year is equal to the total
12 amount collected dui‘ing the fiscal year
13 'undcir‘ the State pIaxjx.alpproved under this |
14 " part, divided by the total amount expended.
15 during the fiscal year urider the State plan,

16 expressed as a ratio.

17 * | “(ii) DETERMINATION OF APPLICABLE |
18 PERECENTAGE.—-The : applicable percentage
19 thﬁ respect to a State’s cost-effectiveness |

T ‘ b :
20 performance level is as follows:
“If the cost eﬂec.tiv'eneu performance level ix The apélicable .
 Atleast: " But loss than: percentage i
B.00 oo 100
P E:1: RTINSO 898 oo rerssesessi e 90
4.00 oo Dvioe 450 oo 80
-2 R Lo 400 e, e ereemeren 70
300 oo e Y1 N ‘ 60
2.50 icreemrerersrreans - 8.00 e : 50
XTI NN X S 40

January 13, 1898 (11:00 a.m.)

1

i

!
f
9

i

1

i

i

202 456 5581817
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January 13, 1998 {(11:00 a.m.}

} , ' | HL.C.
16 |
“If the cost eﬂ'ectiim#eu performance level ix The applicable
Atleastt | - Butlessthan; =~~~ Peroentageisx
0.00 o R Y. S e 0.

O 00 NN W R W N e

*(e) TREATMENT OF INTERSTATE COLLECTIONS-——

In computing 1ncent;1ve payments under th1s section, sup-
port which is collected by a State at t,he request of another
State shall be trealf:ed as having been collected in full by
both States, and an'y amounts expended by a State in car-

rying out a specml pro_]ect assisted under section 455(e)

shall be excluded. |

!

“(d) ADMINISTRATIVE PROVISIONS—The amounts |

of the incentive payments to be made to the States under

retary at or before]the beginning of the fiscal year on the
basis of the best mil'ormatmn avallable The Secretary shall
make the payments for the fiscal year on a quarterly basis
(thh each quarterb payment bemg made no later than

‘the begmmng of the quarter mvolved), in the amounts so

estimated, reduced or increased to the extent of any over- f

payments or underpayments w]:uch the Secretary deter-

mines were made under this sectxon to the States 1nvolved P

for prior periods and with respect to which adgustment has

‘not already been made under tlus subsectlon Upon the
I

making of any est;{mate by the Secretary. under the preced— g

ing sentence, anyr appropriations avajlable for paymentsj

i
|

H
i

_ | , o
under this section 'are deemed obligated.

 this section for a fﬁjéeal year shall be estimated by the See- |

202 456' 5581:818
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“(e) REGULATI

1

‘2 such regulations as

'3 culation of mcentwe

4 .

5

6 jurisdiction.

7

8 is made under this

: 9 of the payment—

10 ‘

11 this part: or |

12

13 eontracts with

14

15

16 may contrxbute

17 cxency of the

18 part.”.

19

20 prcmsmn of law—-

21 |

<22 duce by V5 the
- 23

24 ~shall reduce Eby
25

Januaty 13, 1998 (11:00 a.m.)

o

HLC.

17 . ‘ .
IONS. —The Secretary shall prescribe

may be necessary govermng the cal--

payments under tlns section, includ-

closed cases and cases over which the States do not have

“(f) REINVESTMENT.——A State to ﬁvhich ‘a payment

section shall expend the full amount

“(1) to carry out the Statg plan approved under

~ “(2) for any activity (including cost-effective
{Iocal agencies) approved by the Sec-
retary, whether of not the expendlmres for which

are ehgzble for‘(rexmbursement under thxs part which

ing directions for ‘e:!;cludmg from the calgulatmns certain

to improving the effectlveness or efﬁ- ~;

State program Operated under this

(b) TRANSITION RULE.—Notwithstanding any other

(1) for ﬁscal year 2000, the Secretary shall re-

amount othamse payable to a State

under seetmn 458 of the Soc_xal Security Aet, and

%s the amount otherwise payable to

a State under l!itection 458A of such Act; and

202 456 55813418
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1 (2) for ﬁsc'al year 2001, the Secretary shall re-
2 duce by 24 the amount otherwise payable to a State
| 3 under sectlon 458 of the Social Secunty Act ‘and
4 shall reduce by[ s the amqunt otherwise payable to
5 a State und.er" section 458A of such Act. |
6 (¢) REGULATIONS.—Within 9 months after the date
‘7 of the enactment 'o'f\ this section, thé Secretary of Health
g aﬁd Human Services shall prescribe i'eg'u.lations governing
.‘9' the 1rnplementatlon of section 458A of the Socml Secunty
10 Act when such sect1c|)n takes effect and the implementation
11 of subsection (b) of ’lh.xs section.
12 (d) STUDIES.— |
13 (1) GENEBAL REVIEW OF &Ew INCENTIVE PAY-
14 MENT .SYSTEI;L“—- ,. '
15 (A) |IN GENERAL.—-'THe Secretary of |
16 . Health . b.rlxd Human —Serfr‘ices‘: shall conduct a ;
17 study - of athe implementatlion of the incentive :
18 payment sjystem estabhshed by sectlon 458A of
19 - the Soc1a1| Secunty Act, m order to identify the -
20 problems and successes of the ‘system.
21 (B)‘ IFEPQRTS TO TH'EY chGREss.;
22 l(i) REPORT ON VARIATIONS IN STATE
23 PERF%ORMANCE ATTRIBUTABLE TO DEMO-
24 GRAPHIC VARIABLES. —Not later than Oe-
25 | tobe_r 1, 2000, the Secretary shall submit

202 45675581
y
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January 13, 1988(11:00 &.m.)

L
19

to the Congress a report that identiﬁes any

. demographic or economic variables that ac-

count| for differences /in .the performance

levels |achieved by thei States with respect -

to the performance measures used in the
system, and contains the recommendations
of the Secretary for such adgustments to
the s;l*stem as may be necessary to ensure
that the relative performance of States is

measured from a basehne that takes ac-

| count? of any such vanables

(n) INTERIM REPORT .—Not later than

March 1, 2001, the Secretary shall submit

to the Congress an interim report that con- -

subparagraph (A)

(m) FINAL REPORT —-Not later than .

October 1, 2003, the, Seeretary shall sub-
mit to ‘the Congress a final repo:-t that
con_ta‘ms the final findings of the study re-

quired by subparagraph  (A). The report -

shall include  any fecom’mendationé for
chanigés in the system.that the Sécretary
determines would improve thé operation of
theg child support em_‘o:rcement program. '

" tains |the ﬁndmgs of the study required by e

202 456 5581
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~ January 13, 1888 (11:00 a.m)

i

ReSponsxbﬂxty anld ‘Work Opportumty Reconclhatlon
Act of 1996 (42 U.S.C 658 note) is amended—"

s s
i .

200

(2 DEVELOPVIENT OF MEDICAL SUPPORT N-
CENTIVE.— b o
(A) IN ' GENERAL -—The Secretary of -

Health and Human Semces, ‘in consultatlon |

thh State dlrectors of prog-rams 0perated

under part D of txtle IV of the Soelal Secumty _
Act and representatwes of ch:ldren potentlally
| ehgxble for ‘medlcal support shall dewelop a per-

formance measure based on; the effectweness of .
Stat.es m estabhshmg andn enforcmg medlcal :
' support obhgatmns, and ° shall make ree- -

ommendatmﬁnél for the mcorp_pratmn of the

HLC.

measure,’ m a revenue neutz?hl‘manner' into the =

incentive payment SYStem estabhshed by section
| | 458A of the Social Secunty Act '

(B) REPORT —Not Iater than October 1,

1999, the becretary shall subrmt to the Con-'
‘gress a. reporl: that descnbes the performance

measure: and contains the recommendatlons re-

quired by subparagraph (A)

(e) TECHNICAL A.MENDMENTS —.
-{1) IN GENF ——Seetxon 341 of the Personal |

i

202 456 55817822



SENT BY:Xerox Telecopier 7021 i 1-14-88 i 4:07PM i ;= ' . = .
. F:\MSKSHW\SHAW.OGB‘ . : o HLC
1 (A)'_By étrixcing sﬁbsec‘ftio'nt "(a)‘ and *fedesig.‘ o
- 2 f: nating ~ Subseetlons (b), (cl), and (d) as sub-
-3 : sectlons (a) (b), and (c), respectwely; and
: 4 (B) n subsectlon (c) (as SO redemg- :
5 nated)——;‘. | ' . ;.
6 (1t) by stnkmg paragraph (1) and in- ’
7 | semng the followmg ' .
8. “(1) COI\FORMING AMEWDMENTS TO PRESENT
9 1 SYSTEM ——The amendments made by subsectlon (a),'
10 | 'of this sect:on slhall become effectwe with- respect to |
11 a State as of the date the amendments made by see-
12 tion 103(&) (w1thout regard to sectxon 116(3)(2))
13 wﬁrst apply to the State.”; ; and ' |
14 | (n) in paragraph (2) by striking
15 " | “(c)” kmd 1nser1:1ng “(b)” T ‘
16 (2) EF‘FECTIVE DATE ---The amendments made
17 - by this sectlon shall take effect as 1f included in the. . -
18 ’enactment of . sectxon 341 of the Personal Respon-
‘ 19 | s1b1hty and Wori( Opportumty Reconclhatlon Act of
20 =~1996 h | RN
21 . (B ELIMINATION OF PREDECESS%}R..I};rgs&TwE I’fAY—‘
22 MENT SYSTEM.— [ | b R
23 (1) REPEAL —Section 458 ;of the, Soéialx ’S'ecu-
24 : llrity Act (42 USC 658) is repealiec}f
»(2)CONFqRMn«;4MENDMFNT$%-

- 25

January 13, 1898 (11!00 am.)

e

© 202 455 55813823
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(A) Sectmn 458A of the Socxal Securxty

Act (42 U 3.C. 658&) is redes:gnated as section
458. | ! '

_ (B) Subsection (d)(1), of jithis' section is |
amended hy striking “458‘4’?. * and inserting |
“a58”. | -

(3) EF‘FEC"IIVE DATE —-The amendment,s ‘made

: by this. subsectmn shall take effect on October 1,
2001. ‘

W 0 N bW N

[
L.

(g) GENERAL E]F‘FECTIVE DATE.—Except as other-

[y
[—

. wise provided in this Sgction, the amendments made by |
this section shall take effect on Oetobef 1, 1999 - l
TITLE III—PENALTY - PROCE-
DURE APPLICABLE TO INTER- 3
JURISDICT}[ONAL ADOPTION

- SEC. 301. MORE FLEXIBLE PENALTY PROCEDURE TO BE AP-'

[ T
W N

o—-.o—- e
N v A

PLIED FOR FAILING TO PERMIT INTERJURIS-

e
o

' DICTIONAL ADOPTION. | ;
(a) Section 474(d). of the Social Security Act (42
U.S.C. 674(d)) is amended in each of parag—ra'phs (1), (2),

NN e
- O

“and (3)(A) by inserting * ‘or subsection (e) of this sectlon
after “‘section 471(a)(18)” Lo l‘ - K
~ (b) Section 474(e) of such Act (42 USC. 674(e)) |

NN
AW N

is amended— : | ' .

Jan;ary 13, 1998 (11:00 a.m.)




SENT BY:Xerox Telecopier 7021 i 1=14-38 : 4:08PM ; o -
. : o ‘ o

] .
« [

! F:\MB\SHAW\SHAW.069 e H.L.C.
L ] 23 -
1 (1) by stnkmg all that precedes paragraph (1)
2 and inserting the following: |
3 ‘“le)As a condltlon of receiving funds under this part,
4 a State shall not«—”,'l ' '
5 (2) in paragraph (1), by stnkmg “demed or de-
"6 layed” and inserting “deny or delay”’; and
7 (3) in paragraph (2), by striking “failed” and
) 8 inserting ““fail”’. |
9 SEC. 302. RETROAM,

10 The amendments made By this title shall take effect
11 as if included in sectlon 202 (b) of the Adoptlon and Safe
12 Families Act of 1997

January 13. 1998 (11:00 am.)

202 456 5581:425
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gt o THE WHITEi HOUSE ‘ : |
C iles A . WASHINGTON o QR*SZTW‘F wEg REFe
Va\.\«a | | ] - S y=a- qg |
January 9, 1997 |
. . ‘ Cryprad
MEMORANDUM FOR THE PRESIDENT : fead
| o o o
FROM: Bruce Reed S os -
Elena Kagan - ‘ ‘ i
SUBJECT: DPC Weekly Repot ~ b

‘ 1 Child Care - Response to Announcement We are pleased w1th the response so far
to your child care initiative. Chlldren s advocates and child care experts are overjoyed at both
the level of funding and the" composmon of the package (e.g., the ratio of subsxdtes to tax cuts).
Hill Democrats and some moderate Republicans are enthusiastic about the package as you heard
at Thursday’s congressional, m’eetmg Governors -- including a few Republicans -- have praised
the extent of state flexibility i in the plan Even conservative Republicans in Congress had a hard
time attacking your proposal (Rep Pryce whom Speaker Gingrich asked to respond to the
proposal for the House Repubhcan leadershrp, admitted that you had “resisted the urge to have
the federal government control child care.” Some Repubhcans alternated between accusing you
- of spending too-much money a{md trying to claim that they had spent even more for chrld care in
: thepast l . L o
The most serious critic!ism which we knew we would face, is that the package does little
to help parents who want to stay at home to care for their children. (A similar pomt was made in
_the opinion piece by David. Blankenhorn appearing in the New York Times that you recently
asked us about; as you recall, he criticizes tax cuts’ for child care and supports expandmg the
child tax credit to help parentsl of young children stay athome.) As you know, we can blunt this
charge somewhat by coming out for an expansion of the FMLA ‘in the State of the Union to
allow more workers to stay at home for longLer périods with their newborns. We are also open to
discussing with members of. Congress an expansion of the child tax credit, although we found
such proposals too expensive to incorporate into our package. Most important, we cannot let
anyone forget your consistent record of providing families with real opportunity and choices --
: for example, through the ehlld\tax credit, FMLA, EITC minimum wage and CHIP V

2. Health -- Response to Medicare Buy—m Announcement: Your Medlcare buy-in
proposal provoked a great deal of comment. Some Republicans, including Senator Gramm and
Rep. Bill Thomas, were extremely critical of the proposal, arguing that it would exacerbate
Medicare’s financial problems (Gramm compared Medicare to the Titanic and warned about
putting extra passengers on board.) The base Democrats were very pleased with the proposal --

~ particularly after Republicans strongly opposed it:. Though liberal groups also were pleased that
. we are addressing this issue; they believe we must-include sonie kind of subsidy for low-income
Americans. Elite validators gave this policy mixed reviews: while uniformly recognizing the
. y

|
|
L
|
|

|
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need.of this populatlon for affordable insurance, some (mcludmg the Neyz York ! imes) pralsed '
the self-financing feature of the program, while others expressed concem that the proposal would
create the demand for further less fiscally responsxble subsxdlzatlon ‘

l

3. Drugs -- Substance Abuse and Prlsoners The Natlonal ‘Center on AddlCUOn and
Substance Abuse released a study 'on Thursday finding that drug or alcohol use hel@_l_ead.m_@e -
fincarceration of 80 percent of all inmates in the nation’s-prisons-and jails. According to the
Mreport, 1.4 million prisoners (out of a total 1.7 million) were high on drugs or alcohol when they .
committed their crimes, stole; property to buy drugs and/or had a history of drug and alcohol
abuse.

i
As you know, the 1994 }Cnme Law mandates that 100 percent of all fede r_al prisoners. 4(}'({(
defined as eligible receive substance abuse treatment by.1997. According to the Bureau of 7 T,
‘Prisons, the federal prison system has met this requirement. Since 1994, weé have made some %
- form of substance abuse treatment available in every federal prison facility, trlpled the total
number of inmates treated in- thle federal system, and 1ncreased the number of residential Qﬁ(
treatment centers in federal | pmsons by 30 percent (from 32 to 42). In addition, legxslanon you
offered requires states to submlt comprehensive plans of testmg, sanctions, and treatment by
March 1998 as a condition of recelvmg pnson construction funding.

: . - ‘

~To bulld on these efforts, we are preparmg a directive ffom you to the Alttorney General %(’4
~ to: (1) require states, as part of their testing and treatment plans, to estimate current drug use in '
prisons and measure-progress yearly; (2) draft legislation to allow states to use prison’
construction funds to implement their testing and treatment plans; and 3) draft legislation to
require states to enact 1ncreased penalties for smugghng drugs into prisons as a condition
receiving prison constructlon monies.. An event focusing on this dlrectlve is tentatwely
' scheduled for Monday. j i

4, Drugs -- Antn—Drug Media Campalgn The antl-drug media campeugn began on
Thursday in Washington, D.C. }-— the first city in the 12-city pilot. Anti-drug advertisements have
started to air in the District durmg prime-time network television shows, with radxo and Internet
ads to commence next week.: @NDCP will roll out the media campaign in the remaining pilot
cities throughout thé month of" January The other 11 pilot cities and rollout dates are as follows:
Atlanta (1/20), Baltimore (1/ 13) Boise (1/ 13) Denver (1/16), Hartford (1/23), Houston (1/ 15), - C('
Mllwaukee (1/21), Portland (1/22) San D1eg0 ( 1/9) S1oux Clty (1/20), and Tucson (1/15).

conducting background checks|prior to handgun sales. Although Attorney General Winston

Bryant issued an opinion saying that state police have the legal authority to conduct checks, -

‘Governor Huckabee has ordered the police not to do so. In response, Bryant has asked the -

Treasury and Justice Departments to make him (rathéer than the state police) the| desngnated chlef /bg(

5. Cnme -- Brady Checks: As you know, Arkansas remains the only state that is not 4{({{@

law enforcement officer for the entire state; under this scheme, federally licensed dealers would
refer the names of potentlal handgun purchasers to the AG’s office, and employees of that ofﬁce

‘\
2 .




1 week, but the letter explained tﬁat this is not a legal requlrement ) o

would check’ the names in the FBI’s NCIC (rather than the state pol1ce s) database JUSthG and

Treasury are currently inclined fo grant Bryant’s request later this month. This actron may

provoke a strong response from Huckabee who is currently not aware of Bryant’ ,s request.
, v 1

6. Crime -- Slain Officers The Natronal Law Enforcement Ofﬁcers Memorral Fund
(N LEOMEF) reported last week that the number of ofﬁcers killed in the line of duty increased by
nearly 40%in 1997, from 116 i 1n 1996 (the lowest number since 1959) to 159 last year. The . -
1997 figure exceeds the 19903 average of 151 line-of- duty deaths per year. NLEOMF attributes -
the rise in deaths to: (1)-an increase in firearms-related deaths (70 in 1997, as compared to 56 in
1996); (2) an unusually high number of traffic fatalities; and (3) 10 multlple death mcrdents in -
which a total of 22 officers wet¢ krllecl = :

7. Welfare -- Child Support Computer Systems: We are working closely with a
House-Senate group convened by Rep. Clay Shaw’s staff on the child support computer systems
issue you discussed with Senator Feinstein this fall. Our goal is to put in place a new system of
penalties that are large enough tlo ensure that states develop effectlve computer systems but not

“so large as to-disrupt states' chrld support colleetron efforts. As you know, current law requires

us to withhold all federal chlld support funds from a state without a statewide chlld support
computer system -- a penalty we intend to retain in the legislation (at least as a threat) for -
egregious cases. ‘Shaw’s.initial proposal which we think makes sense, would i 1mpose an initial

© penalty of 4 percent of federal child support funds in the first year, with higher penaltres in later
+ years. Once a state’s system. is complete, it could earn back a portion of the penalty Shaw

wants to introduce legislation the first day of Congress:and-move it through the House by the
second week of February. As always, the Senate is expected to move more slowly, but could
pass the legislation by April. By then, HHS expects nine states to remain without statewide
computer.systems: California, Mrchlgan Hlinotis, Ohro Pennsy]vama Indiana, Hawau Oregon,
and New Mexico. ; : :

8. Welfare -- Welfare Reclplents in College You recently asked us about a report in

the Washmgton Post that some Eeollege students on welfare are dropping out of school to meet

new work requirements. As' you know, the welfare law does not count education that is not
directly related to a job toward the work participation rates. States, however, ha{fe significant
flexibility to excuse college students from work, given that the required participation rate is -now
at 30 percent and peaks at 50 percent In addition, welfare recipients can combme work with
their studies (as most college students do), particularly if work-study jobs are avarlable To
encourage this result, we asked|Secretaries Riley and Shalala to write to the nation’s college |
presidents in September to explam the law and stress the importance of provrdmg work-study
jobs to welfare recipients enrolled in their schools. (Most work-study jobs are only 10 hours per

t o P
9. Welfare -- Delawe re Evaluation: Uovernor (,arper released on Monday an

evaluation of the state's welfare reform waiver program calied A Better Chance (ABC). The

program began in 1995 as one of the first comprehens!ve statewide. waivers granted by the:

l .
j

. i
23 o . L
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Administration. Initial results are eneouragmg by the fourth quarter after the- program started,
program participants had 24 percent higher employment 16 percent higher eammgs ‘and 18
percent lower average benefits. than the participants in the control group. The- evaluatlon found a
fairly high rate of sanctioning: 49 percent of the participants were sanctioned at least once for
failing to comply with the program's employment or family responsibility (lmmumzatmn, school
- attendance) requlrements Itis 1nterestmg to note in evaluating these results that' Delaware’s '
caseloads have not gone down as dramatically as those of many, other states; the decline : smcc:)

* January 1993 has been 21 perce:nt This relatively low decline may result from ABC’s “make
work pay” incentive that allows recipients to keep more earings and still remain eligible for
welfare. : _ S o ' o

i
o

10. Education - Calif(’)rn‘ia Math Standards:  Proposed new math standards in

California have provoked a heated debate in the lastifew. months, pitting educators who
emphasize problem solving agamst those who favoria-more basic skills approach The California
State Board of Education last month adopted the more conservative view, over the objection of
‘Superintendent Delaine Eastin. iThe head of the Educatron Directorate at the Natlonal Science
Foundation subsequently sent arletter to'the Chair of the Cahfomla State Board strongly
criticizing the decision and 1mply1ng that it would Jeopardrze continued NSF fundmg for six
Urban Systemic Improvement sﬁes in California. The letter upset conservatives i(and others) \
who viewed it -- in our view; cerrectly --asan example of inappropriate-federal intrusion in state
curriculuri matters. Diane Rav1tch warned us 1mmedlately that it could give Blll Bennett a
pretext for withdrawing his support of your national' .testing initiative. Asa resuit we worked
with NSF this week to draft a 'letter from NSF Director Lane to the California State Board

' clarifying that NSF would not second- -guess state standards and emphasizing. the, importance of
basic skills. Based on recent conversations with Ravitch, we believe this step has been sufficient
to prevent Bennett’s reversal. . o o '

|

_ 11 Educatlon - Ul‘bal!l Educatlon Report Educatxon Week issued 1ts1 annual report
on education reform in the 50 states on Thursday, focusxng on the plight of urban school districts. -
The study noted that approxrmately 40 percent of students in urban districts reached the basic
“levél on the most recent NAEP 4th grade reading and 8th grade math and scrence exams in'1994
and 1996, compared to over 60 percent in each of these subjects in non-urban areas. The study
also found discrepancies in resources, with urban districts spending about $500 less per child
annually than non-urban dlStI'lCtS The Education Week 1ssue also detailed a dozen promising
Tetform SIrAESies 10 raise achievement in districts around the nation - e.g., settmg high standards;
holding schools accountable for results and giving schools greater flexibility; creatmg small,
more intimate schools or schools~w1th1n-schools recruiting well-prepared teachérs and providing
them with continuing training ahd support; training principals to be effective school leaders; and
promoting school choice. Yourg exrstmg and planned initiatives -- including the r new Educatxon
Opportunity Zones proposal that you previewed in December -- match up very well with these
reform prescrrptlons ' ' - Co
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12. Education -- Llfe-long Learnmg Card: You recently asked us about Bob Reich’s
idea of a life- -long learning card -- essentlally a bank card consolidating all federal education
- benefits (Pell, IRAs, education tax credits and- deductlons and job-training funds) against which
education expenses could be deducted. DPC-and NEC staff have begun to look into this
proposal, but we.do not yet have a specific recommendation. The Education De[partment is
currently intending to begin, a p1lot project by October 2000 to use bank cards to disburse federal |
aid to post-secondary students Our instinct is that bank cards may be effective to deliver grants

and loans, but less useful for tax crédits and deductions.. We will continue to explore this issue.
|

r
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Record Type:

To: See thé distribution list at t
ce:  Diana Fortuna/OPDiEOP,;'A

Record

he bottom of this message *
ndrea Kane/OPD/EOP

<

Subject: Child Support Computer :Systems'Upda’xe

On Thursday, Ron Haskins has a
language for us to review whlch [contams

1) Revised computer systems penalties Ianguage .
2) House passed mcentleeS bill language, revised to make it cost neutral ;

3) A proposal on state-wideness
4} Proposal re: IVE penalltles regardlng mter—JunsdlctsonaI adoptions :

| *‘;"S'e?nwb”fm?

f/‘"‘j Plcm&”im |
29h

2

i

'
i

sked HHS to a meetlng |n ‘which he will give them Ieg;slat:ve

I

;
i

HHS will get one copy each to. n"xe to Emil and to Keuths’Edwm My assistant Donna will schedule a
meeting for us to discuss on Tuesda\; 1/20 (probably 3: 00}

Haskins' planned schedule is as{follows:

!
~Jan. 28th hearlng - mvmng Judge Ross to tesnfy

Feb 3rd 4:30 subcommittee markup

Feb 25th fuli commﬂteefmarkup

1st week of March -- House floor

‘Message Sent To: i : f

i

I

.‘;

Emil E. Parker/OPD/EOP

" Keith J. FontenothMB/EOP

. Edwin Lau/OMB/EOP

Emily Bromberg/W'HO/EOP
Sky Gallegos/WHO/EQP
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IN THE H()USE OF rREI’RESEN'I‘ATIVES -

Mr &m“ introdueed the follo\\mg lull which was ret"em «d o the (‘mmmttce
' on_ - ; : |

-y .
[

1 A BILL
~ "o providé. fm— an alternative: penally pm(,edure Whl(’h may
be mshtutfd against States whose child support enforce«

ment pliagrams fails to ineet Federal data proces';mg
- requirements. o B

l " Be a,t enacted by the Senatr* (md Houve of chmwnta- :
2 tives of t?w Umted Statas of Ammm i Congress a&smbled,

3 SECTION1. ALTERNATIVE PENAL’I'Y PROCEDURE.

49 (a)’ IN GDWERAL »—-Seotlon 455(a) of the ‘soclai Secu-

5 rity Actl (42 U.S. C 63’3(51)) n, amended by addmg at the

6 end the{fullomng ’

NE

JAN 05798 15:20 No.010 P.02
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“Wamw—
‘{(I) the bet;r(,huy d( ternnnes that, ) State plan
under section 454 for ﬁh(‘fﬂ \ear 19% or any sue-
~ceeding fiseal year would (m the abscnee of . tlns"
par: aglmph) be approved but for” the failure of the
Ertat,et plan to comply with secetion 4:)4(24), ‘and :that
the, State has made and is continuing \“.qffm‘al:{e a

gw)rﬁ féith effort to 'comply with section 45:4(24);

'and o v . :
[
. “(II) t,he State hd.% submutted to the Secretary

mtJ‘rectlw («mnplmm‘e plzm for the fiseal year th‘xt :

. dcsonhes how the btato wﬂ] d(hxe\e comphanee thh'
[

bECt]OH 404{‘»’4), whu,h haq bcen approved by the

. :Ser-retarv, o

then the ‘seeremry shall approve the State plan under se¢-
tion 454 Jf'nr the fiscal ye(zr, and reduce by the appheable: :
_percentage the amount otherwme payable to the St,atr

under.pai-agraph (1)(A) of ft}ns subsection for the prieced- ‘
ing fiscal year, . . . | '
“(n)[ As ua»,ed in cl«m*«) (1) the t.erm appheable per-
ccntage mume.——.} ' -
D 4 pcr(,ent xf the precedmg fiscal year is
ﬁwalwar 1997 |
“HIT) 8 pereent, 1f the preecdmg fiscal year is
"ﬁ:;f*:tl\eax 1998; Coel o ;
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| -(III} 12 per( ent, 1!‘ tbc precedmg f' scal year is
fiseal vear 199Q | 0 o .

’ :;“3(1\7) 16 pon*vm lf the pmethng fiscal vea't is

' ,f’ sc,al gyear 200{] and

-,

(V) "0 p@rcent 1{’ the pmcedxng ﬁsnal vcar is
fiscal vear 200] or any asuhxequcnt fiscal year. 4
“(BY If a State with respeot to “lnch a redur,mon s

.
made unde: subpm agraph (A) for a ﬁmai year comes into

=B - R B~ Y S T

vomplmncﬁ- mt,h seq tion 404(‘«’4) by the beg'mmng of a
10 huhmquent hsval vear, the ‘Seeret ary shall reduce by 5
1‘1 percent, Lhée reduouon most re(,ently xmposed under sub—
12 paragr aph (A} of thm pamgmph vm;h respcvt to the‘
13 State.”. o I
14 (b) I\,u’m,mmwm OP PENALTY . U\rmn TANF
. 15 PI{OGRAM l-—-——%ectmn 409(&)(8)(A)(1)(111) of such Aet (42
e ,}16 US(" 60‘3(&)(8)(A)(1)(IH)) is, amendcd by mqeri,mg
17 “(other than sectwn 4o4(24))” before the fzexmeolon B

l
g
|
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ESTIN ATED STATE CSE SYSfEM“PENALTlEs

| “| WAYS AND MEANS DRAFT BILL

[N .
f I . ‘
P Jeo

($ mllluons)

i
b
=T
l
I

oF

L

i

i

< | Est. Date

Est. FY 97 State -

4%

'8%

2%

16% .

20% -

TOTAL

— Complete |- .

‘Admin. Exp.

_Penalty

Penal

ty.

Penalty

Penalty

Penalty

PENALTY|

[CA

341

— T Fvee) T (voe) @Yoo, | (Fvon) [ (Fvoz)
~Oct-01f - 136 ©27.3] . 409 - 5461 17.1|. .- 1535

ML

Oct-00|

11

06| -

42|

- 8.5)

127

421

IL -

?

Ll

76|

')A.

L7 ?

21

“Feb-99

— 7

27| o

K 5.1

25

29.7. -
5]

7.6] -

{PA

Oct-98|

75|

+.1.5

IN

Qct-98| -

f

- 28}

11

L 0.6;

1.7

A

Jul-98[

ETE

o2

_Jun-98|

MR

26] -

03]

!
|
!

i

E 'Vf‘”
L" s
|

0.3

Jun-98|

!

15[ -

0.2

‘Apr-98

9]

v 0.2

0.2

MD

Apr-98

59

06]

T 06

Apr-98

58|

0.6

" Apr-98 —

WL

18]

.02

0.2

ND ‘

Mar-98 -

5

0.1

Jang8[

4

00

“lAK

Apr,—98

15

- 0.2

0.2

DC

Mar-98

10

0.1

MAT

Dec-97 T

: 41‘

04 "

ion -

P

. Numbers in |taI|cs show penalty for that year reduced by 75% to reﬂect system complet
thhm the fiscal year : o

!

|

’ i

Thts table based on FY 97 Federal share

of-State admin. éx;.:enditu‘res}

- as contained in the FY 98 Congresslonal«Justiﬁ‘cation; these data will be
updated shortly o B D e
‘ Estnmated system completton dates as of 11/97 these wxll be updated shortly. “ L
\ 6Dec-98: ;Ht o
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JAN-05-98 10:22 FROM:

1D- SR - ] B ﬁécé - 2s8
R therforhwmdSomlehqz )
VICKI TURETSKY , :
- m;:rmamm . - . a
‘ MEMORANDUM |
DATE: " © »Deccmberw)ww
‘ : ", - . L "f.'“, PR |
STO: - RonHasklns o S
L “DeborahCoIton A o S
~ FROM: Vlch’l‘\nttskiy o N .
- " RE: ‘ Chxld Suppor,t Computer Pcnalty !

“Please fornge the mformal namte of this mcmorandum, but I wamt to get someﬂnng to- you on

. thé penalty today, since 1 wﬂi be out of the office for the next two weeks. (Also attached are =
someprehmmarymultsﬁc?m amveylmoonduchngofstateN-Ddamctorsthatasksthm:
_Opinion on thc single statew;xde system requumnent) - : "

: Ron, 1 think your basw appmach to the penalty makes sense, but | worry that the penalty amounts -
" are too low to effectively. break the logjams i in smes like Cahfmma, Mlclngan, and Pennsylvania.
In those smtcs I thmk it wxll take 2 penalty m the nelghborhood of 20 percent to do the Job

I ‘Ihe p&nalty must be snbstmmal enough to worry state legxslators but should not™
" financially ruin the chx 1d support program. ‘In other words, the penalty must strike the .
. right balance between (1) the goal of convincing state and local players that they must
- proceed with a smgle statewide system with (2) the negatwe 1mpact of mﬂulrawmg
‘mourccsﬁcmthcstatepmgmn S e :‘

. Some states: may reqmre the state IV D agcncy t absorb the fall pmalty, without A
+ providinga supplmnemtal appropriation or requiring that the penalty be shared by the
. counties, This wxll more hke]y be the case if the penalty is small. The state agency will
- be forced to cut costs but none of the oﬂmer playcrs will have to deal wnth the pe;nalty

i

e o The penalty will sét the frmnewoxk for ﬁxtuxe computenzatxon efforts! Ifthc penalty is ‘
~ too light, states may conclude that they can afford to miss future deadlines. . If the penalty
is too severe, state{ efforts to oomply thh ﬁxtmve deadlxnes may be comprom:sed L

-
b

N ' 'I‘hepmaltyshouk;iraoogmzethattbc faxlnreofstatesmwtomatctheupmgmmsonme

,I
e

i '
P
.

]
1 |
1616 P STREET, NW-SUITE 180 .+ |
WASHINGTON, DC 20036 -/ | |
BTEIAS ]
FAX: 328 5195

!
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~ has resulted in ﬁnamnal loss&; f0r fa:mlhcs and the progam and mmsed\opportumtxcs for :

mxprovedpcrformanc? C . S I i
However, the penalty also should recogmze that computer mplememauon isa long,

- arduous process. Deprte a well-laid plan and steady progress, the state can not bring the -
computer into exxstence overnight. In that sense computer unplemmtanon is mfferem

, ﬁom other state plan reqmrements, which mqulrc the state leglslamrc to] enact }aws o

[
The consequencm of falhng to complcte the system should escalate cver time. Thls can

be accomplished by. (1) imposing graduated penalties, and/or (3) prowdmg for -
substantial, but parnal forgiveness. Graduated penalnes should start low, but i increase
» steadzly every quarte:r’ Altemanvely, pmalues could jump every year. A penalty which
-increases every quartcr will be more calibrated'to state progress than one that increases .
. every year, ami wﬂl be tied to the program’s quarterly aocmmuna cyclc
: |
‘The computer pcnalty ought to run against IV—D funds only, not TANE funds. The
. penalties should be apphed against FFP payments only because they would be (1)
. administratively sunpler and (2) more evenly distributed across states, smce mcennve
paymmts vary consndembly from state to staie ; ', SR ‘; :

- States that are neanng oomplcuon should receive a small penalty, but stat&s more than a

..year away should face 2 more serious penalty. The magnitude of the maximum penalty

" (applied against. senous!y delayed states) should have some - congruity both with the size
of existing penalties and the amount of IV-D fands. In the end, these, stat% should incur a

 penalty consistent wlth the 1 to 5 percent. penaltles against TANF ﬁmds If a state fails a -

" IV-D audit, it is' sub]ect to a 1 to 5 percent penaltv agamst federal TANF funds. Ifa state

fails to enforce IV-D) noncooperation penalt:&s, the state is subject to penalues up to 3

‘percent.- If a state faﬂs to participate in the income verification system, the state is subject

. to penalties up to 2 percent. If the state fails to meet work partzcxpauon rates; the

" \penaluesstartatSpmentandmmasetoZl perccm S )
; : o
However, the 5 pcrcmt TANF pena]ty is 100 severe when applied aga.mst the smaller IV -
- Dpot of funds. The equivalent penalty against IV-D funds would be 70 percent cut in
FFP. Apcnalty eqmvaient to 1 to 2 percent of TANF funds strikes a better balance. An
-equivalent cut in FEP would be 15 to 30 percent The followmg chsn gives roughly

equalentpenalucs:.m S o o e

[
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Califio_mia’spenalty T’hépt:ﬁaﬁy’iéequﬁalent FFP paynwms would bo
; amoint wouldbe:. | tothe following % of . cutby:|
s I ' 'Cahfcmasw?isavmgs:

1 1% of TANF fimds . | $37 tmillion | 33% JRET
"l 2% of TANF fancé - | 75 uillion 65% 30% |
3% of TANF fimds' .| $112 million 100% | 40%
4% of TANF funds ;l‘$14;)miﬁion 135% - | s5%
'S%of'rmm SIS?zmlhon , 16?% N 70% _

R prmnal forg;veness is bmlt into the penalty structure, the penalty scalc should be set
2 Iughm' than if there 1 ismo forgiveness. Forgiveness must be tied to completlon, not simply
“good faith” progress or compliance with a corrective plan. The following chart shows

: . 'the eﬁ‘ect on Cahfon?a of a 50% and 75% forglvenws Tate on an FFP penalty

) Cahfoms ;

‘ IfFFP " Afice 50% forgwen&cs, the net Aﬁer 75% t‘orgrveness, the nctpenalty E
payments. .| mitial penalty ' penalty wouldbeequwaiem m:‘—‘ wouldbe equwalmtmo C
were cut by: | amount would |- - I \

o ‘I'be: L ' e . PR R ;
2% $54million |$27million | I%of FFP | $500,000 0.5% of FFP
$% ¢ | Si35milion |$6Smillion |25%ofFFP | $34million . | 1.3% of FFP .
10% | $27million | $13.5million | 5% of FFP" $67million | 2.5%of FFP
15% | $405million |S$203million | 7.5%of FFP. | $10.1 million | 3.8% of FFP:
20% - $sémillion. | $27million | 10%OfFFP | $13.5milion = | 5% of FFP

. i o , . : N | .
25% | $675million | $33.7 million | 12.5%of FFP | $169 million | 6.3% of FFP
30% | $81milion | | $40Smillion | 15%ofFFP- | $203million | 7.5% of FFP

. I thmk that states thLI complete therr systems dunng the first year should receive a penalty
. against FFP" paymants in the 5 pemmt range. States that take more than a-year should
. Yeceive a pepalty inithe 15 to 25 percent range (assuming a 50% or 75% forgiveness rate).
. For example, states could be penalized 2 pen:ent of FFP the first quarber 4 percent the
. second quarter, 6 pcxcent the third quarter, 8 percent the fourth quarter, and so forth. By
~the end of the second year, the penalty would be 16 percent, and by the end of the third
. year, the penalty 3 would be 24 percent. Alternatively, states could be penahzed 3 percent
the first year, 15 percent the second year, and 25 percent the third year. Although these
rates are oonsxdembly higher thian a 2-4-8 percent penalty scale, [ am concemed that this
" amount would not he treated senously by state !eglslaxur&s A 4—8—1 2 ‘percent scalc may
- or maynotbeenough A4—8 16 scale 1sbcttcr o
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oo I CLASP SURVEY PREIJMINARY RESULTS

|
Tamin the process of vaeymg state IV-D drrectors regarding their progxmn structum and fundmg
- The survey includes a conﬁdenual set of quesnon, wherc I agreed to keep mdmdual state responses -

.confidential, but stated that I mxght publish aggregated responses Or responses that did not identify the

state. So far, 27 states have responded The states mclude a mix of large, medmm ‘and small states,

i with cemrabzcd and decentcahzcd program structures. Some are certified and some are not. While it
i prematmc to draw conclusx?nsg itmay be helpﬁﬂ o you 10 know what the states have reported $0

Beneﬁts-‘-“ .';J‘

e ' “No drawbacks (6 statcs}

Oncofﬂ)econﬁdennalquestxonsasks o o R B

What have been tlhe benefits and' drawbsclm in your state of the federal reqmrement _
that the state have a “smgie statewmde automated system””’ - ! : ‘

A
Resmndmg smtcs made thc fglIowmg commcms - - - - 5

j f

. All agencles can wew the same case data, rcgardless of Junsdxcnon (6 stat&)

. More umform apphcauon of polxcy and procedu‘:es {6 states) S o

e Improves case manag‘emcnt and tracking. (S states) i RIS

i!‘
: l

. Better and easier data céilectmn and retneval (5 statcs) | , o |
. More accurate recorﬁikéepmg (5 states) ‘ ‘ o ) l

R State has had a smgleI statemde computcr for seve'ral years (4 states)

re Allows management to mqew any case. (4 states) :, ;“ ' - | '

. Progxam chang% can ‘be mplemented qmckly and mufozmly (4 statw)

. Incremsnmelysupportdzsbmsemems@smm) RS

Improvm mterface wlxth other agenc:es (4 statw)

3

". A Slmplxﬁes computcr‘dcvelopment and progmmnnno (3 smm)

- . Increases aceounmbihty (3 states)

EENEES

. Allows for rapxd response to mqumes and complamts better customer servxce (3 states)

1

el S 4
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. Improves overall pérfo miénc?: G statw) ‘
. ‘“Increases collecuons (3’ states) " | x
. Reduces worker time spent on routine act:ons- (2 siate)
* | ' Imegmuon mth automated voice r%‘ponsc system (2 statcs)
. “ mects agamst breachcs of conﬁdennahty {1 state) :
s " Bctter Iocauon of pare:ntsﬂ-' (1 state)
. : Maxnmzes cﬁicxency irm’d‘&effecnvencss of resomlces ( 1 Sme)
Dliwbackg ‘ . |
| - Cgst. 4 stat%) . | )
. SystemAdesign 1s overly coﬁxplex for fhé §ta;,e’s needs. (2 Stétes) |
g A:.;" Requm repiacemént Iof cmstmg county oomputm (L state)
. ,Requn*es convers:on from rmﬂﬁple systems (1 state)
'f ; | | Incmses tmmmg neelds (1 state) ' ‘ | |
‘. Imposes mﬂexible bu‘smess pmct:ces on cvc:y ]oca] ofﬁce (1 statc)
‘o Lack of field mput/ apprecmnon (1 statC} o | B
. Conunual changes in; Ifederal regulatwns (1 ' Sme)
| General mmments o % - |

i‘ C o o S

S & » I

o
|
o
o
ol
N

} RN

|'jf'

o IV-D progmm controll over the computm' is mportant (2 statw)

“The requlrcment for a smgle sta.tew:de automated system wﬂl now bc a m:mendous helpto -

' PAGE

.our program. It has becn a very ‘difficult transition from planning fhmugl implementation of a
prototype system for chﬂd support... We are ﬁna.lly at ﬂ;e stage where it w:ll 1mpact our

.o pmgtam posmvely over the next decadc (1 state)

o Many, many beneﬁts - 1ns great'” Qa state:)

‘%

o
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L. ARCHER, TEXAS

TRARLES B RANGEL NEW YORK

Mr. Wendell E. Primus ,
Center on Budget and Policy Prioriti
820 First Street, N.E., Suite 510
Washington, D.C. 20002

| Dear Wendell:

COMMITTEE ON WAYS AND MEANS

,lbs.HOUSEOFREPRESENTANVES

f i WASHINGTON, DC 20515

i l +
SUBCOMMITTEE ON HUMAN RESOURCES

‘ 1 December 22, 1997 -

|

(44
w

|

{

;

BILL ARCHER, TEXAS, CHAIRMAN
| COMMITTEE ON WAYS ANG MEANS

!

1
A L SINGLETON. CHoEF OF STAFF
RON RASKINS, SUBCOMMITTEE STAFE OIRE C DR
] —
JANICE MAYS MINCRITY CHIEF COUNSE.
DGBQRAH G, COLTON. SUBCOMMITTEE MINOR™Y
!

B
i

1

On behalf of the Ways and Means and Fmance Commlttees Iinviteyoutoa meetmg being held
in Washington, DC on January 8, 1998 The meeting will be held in Room B-318 of the Raybum House
Office Building beginning at 11:00 aim. and ending by 1:00 p.m. The purpose of the meetmg isto
discuss legislation that would change the existing penalty for states that did not meet the October 1,1997
deadline for child support data proceésmg systems.

Staff from the two Commlttees will meet with state child support directors befere our 11:00 -
meeting to discuss the draft Iegnslatlve proposal on the child support penalty (see enclosed). We see this
meeting with state directors as more or less equivalent to the meeting we held with advocates on
December 1. The 11:00 meeting wﬂl | provide an opportunity for state directors, advocates] the
Administration, and Congressional, Commmee staff and support ‘staff to talk directly to each other.

Both Committees intend to introduce legislation address‘mg the penalty issue earlyg in February
and to move a single bill through the Congress as rapidly as possible. We hope the legislation will be
bipartisan bicameral, and supported by the Administration. Hence, we hope to reach agreement between
the various parties as a result of our meetmgs on January 8. Enclosed is a draft document that provides
an overview of the legislation we are now considering. ~

1 look forward to your pamcnpatton ina pmductwe discussion on January 8.

RH/mp
Enclosure

cc: Dennis Smith
Deborah Colton
Doug Steiger

+—Mary Bourdette -

~ Cordially,

\

| Ron Haskins
Lo Staff Director
i

Carmen Solomon-Fears

Joel Willemssen Same letter to:

Sheila Dacey ‘ Ron Henry
Kelly Thompson Joan Entmacher
' " Nancy Ebb

Vicki Turétsky
Nan;y Duff Campbell
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SANDER M LEVIN MICHIGAN
FORTNEY PETE STARK, CALFORMA
ROBERT T MATSUL CALIFORMIA
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WILLIAN S JEFFEASON Louisiana SUBCOMMITTEE ON HUMAN RESOURCES :
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BiLL ARCHER, TEXAS ' . |
c:kmss“s m’éu NEW YORK ‘ December 22, 1997 o ‘

- WASHINGTON, DC 20515

Ms. Leslie Frye ,
Chief, Child Support Enforcement | ~ ‘ ' .
Department of Social Services ‘ ~ ' ;
744 P Street, Mail Stop 17-29
Sacramento, CA 95814 | f

: _ .
Dear Leslie: = S : '

'On behalf of the Ways and Means and Finance Committees, I invite you to two meetmgs being
held in Washington, D.C. on January lS 1998. Both meetings will be held in Room B-318 of the
Rayburn House Office Building. The purpose of both meetings will be to discuss Iegtslatlon that would
change the existing penalty for states that did not meet the October 1, 1997 deadline for chnld support .
data processing systems.

The first meeting, which will bcgm at 9:00 a.m., will involve staff from Ways and Means and
Finance, state directors, and support staﬁ‘ from the Congressional Research Service, Congressronal
Budget Office and General Accountmg Administration. We assume this meeting will last about two
hours. The second meeting, which wxll begin at 11:00 a.m., will include advocates and representatives of
HHS. We expect this second mectmg, which will give state directors, advocates, the Administration, and
Congressional Committee staff and support staff an opportunity to talk directly to each other to also last
about two hours. | |
’ l |

Both Committees intend to mtroduce legislation addressing the penalty issue early i in February
and to move a single bill through the Congress as rapidly as possible. We hope the leglslatlon will be
bxpamsan, bicameral, and supported by the Administration. Hence, we hope to reach agreement between
the various parties as a result of our meetings on January 8. Enclosed is a draft document that provides

|
an overview of the legislation we are n10w considering,.

I look forward to your partiéipfation in a productive discussion on January 8. ;
. f
i

: } Cordially, , , :
| B - o
; Ron Haskins ,
| Staff Director L ;
RH/ | i o

mp Lo " Same letter to:
Enclosure . ‘
‘ ‘Marilyn Smith - Mff

cc: Dennis Smith Carmen Solomon-Fears Jim Hennessey — IA .

Robert Doar —

. )
Deborah Colton  Joel Willemssen . Waﬂace Dutkowsk1 " fVl 04'\

Doug Steiger Sheila Dacey - \
Mary Bourdette  Kelly Thompson ,L w

| | |
[ , |



Tentative Draft
Child Support Enforcement Data Processing Legislation
' December 1997

1
i

|

1. Reform penalty procedures
--leave current penalty (termmatlon of federal IV-D and IV-A funds) in place
--allow Secretary to use the new penalty if:

a) the state has m‘ade a good faith effort to meet the data processmg
requirements of the 1988 Act, and

b) the state has entered into a corrective compliance plan that is approved
by the Secretary for the current fiscal year o

2. Overview of new penalty: l : :

--states that missed October 1 deadline are penahzed at the rate of [4%] of thetr FY 1997
IV-D administrative relmbursement

--states may enter into a Cotrective compllance plan with the Secretary for the 1-year
period 1 October, 1997'to 1 October, 1998

--states that fulfill the terms of their corrective compliance plan and that have a
certified system by 1 October, 1998 will have [75%] of their 1997 penalty forgiven

--states that have not completed their corrective compliance plan or do not| thave a

certified system on 1 October, 1998 will be penalized [8%] of their FY 1998 IV-D

administrative retmbursement

--states may enter into a corrective compliance plan with the Secretary for the l-year
period 1 October, 1998 to 1 October, 1999

--states that fulfill the terms of their corrective compliance plan and that have a
certified system on 1 October 1999 will have [75%)] of their 1998 penalty forglven

--after 1 October, 1999,. any state that has not been certified will have their penalty -
increased by [4] percentage points each year; the maximum penalty would be 20%
in the 5" year and thereaﬁer, in the year that such states meet their correctlve
plan and have a certlﬁed system, [75%)] of their penalty for that year will be forgiven.

3. This new pen_alty procedure ‘w1{ll be applied to the data processing requnements 3of both the
1988 Act and to those of the 1996 Act when they. become effective in fiscal year 2001.

| ‘
4. The Secretary must apply the penalty procedures outlined above to violations of the data
processing requirements of the 1988 and 1996 Acts; all other violations of child support
provisions come under the penalty procedures’ estabhshecl at sec. 409(a)(8) of the Temporary
Assistance for Needy Families program :

5. The Ways and Means and Fmarilce Commrttees are also considering proposals that would help
states meet the statewideness requnrements of the 1988 legislation. One proposal of this type that
has been recommended by California and the American Public Welfare Association is to allow
states to link local data processing; !systems Advocates and others oppose this proposal This
proposal is now under consideration by the Committees. - :

csepenalty
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Temanve Dt
Child Sup;':m Enforvemont Data I’mcessmg ugislauon

‘December 1997
L Refozm pennlty p:ocedm'cs. o
: —lcave current pcnnlty (texmmnhon of fcdeml W-D and W—A funds) in place
~-gllow Secretary to use the new penalty if: .,
a)tbemhumachagmdfmth eifmtomeathcdermessang
requxmnents of the 1988 Act,and, | -
h) the state lias cnmd Ino u wﬂ'ectivc compham,c plan rhat is appmved
'b}r the %cretary for ﬂm curreit ﬁscal ycar . :

‘} . : 4

2. Overview of new penaity 1 o
- «gloica thal missed Oo’sobcr 1 deadline are pannhzed at the ratc of {4%] of their FY 1997 .
1V-D administrative reimbursanent . ‘
--stales may enter imo a.’aorrcclivs compliance plag’ with the Seuctary for iﬁm 1-year
period 1 October, 1997to ! October, 1998 .« .
--states that fultll the torms of their corrective mmphnme p]an and . thal havc a
certified systan by 1 Gctobcr, 1998 will have [75%] of thelr 1997 penalty forgiven,”
~-siates that huve not eamplctul (heir corrective compliance plan or do not’ havca
certified sysiem on | Getohcr 1998 wlll be penal:md [8%] of the:r FY 1998 V.o
. administrative mmburscmcnl o
—states may enter into o/ ‘corrootive compliamc phm thh thc Sccrctary f‘or tho 1vycar ;
period I October, 1898 to 1 October, 1999
--glsies that fulfill the terms of their corrective comphance plan and that havc a
sertified system on 1 Octobu 1999 will have {75%] of their 1998 pdudl,y formvcn'
--after | October, 1999, any state that has not'been certified will have their penalty
increasod by {4] paccmage poinis cach year; the maximum penulty would bo 20% .
i the 5 year and thareafler; in ihe yenr that such states mect their oomcnve S
planand havea cemﬁed svsbem {?S%'{ of thv{r pmaliy for that ycar wil] be forgiven.

3. Tixis new penelty prouedm wxll be apphod tu the data pmcc%sing n:qum:mc:uu.L of both the

1988 Act and to those of the 1996*Act when lhey beoomc effcctwc in fi ‘acal yeax 21001

4. The Secretary must apply the pcnalty pmwdmcs outhm.d above to violations o! the data -

proccssmg reyuircinents of the 1988 and 1996 Acts; all other violations of child kupport ‘

provisions come under tho pmaity procedures cstsblished at sec. 405(a)(8) of the lcmpomry
 Assistance for Noady Families program. o

T

: rhe Committees arc also canmdermg p:oposam that would hclp states meet the! siatew:dencss

o requxremcms of the 1988 lcgislaﬁoh One proposal of this type thet has been recoﬁammded by
Califorpie and the American Pnblic Welfure Association is 1o allow states to Yink Jocal datu
processing systems. Advocates and athers oppose this proposal. “This: praposai is now under

coasideration by the Ways nm‘l M’cans and qunce {' ommittcee

‘mmalw . ‘ : L , . S '
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Sectign'l: b - <
| |
® "good faith effort“ -- while there would be concern if the

amount of the penalty depended on the HHS Secretary’s making
a subjective ]udgment about a State’s having made a "good
faith effort," thlS provision is probably OK in this
context, i.e. merely as a precondition to allow1ng the
Secretary to uqe»the alternative penalty. It appears that
all States have! made a good falth effort to 1mplement
systems. S | . . \
_ | : : ,

® Corrcctlve Compliance Plan (CCP) "for the current fiscal
Year. Leglslat}ve language should be clear that a State,
if necessary, may enter into a CCP that spans several years,
as long as there are measurable milestones that c01nC1de
with the penalty |assessment, e.g., annually. (See, however,
the second bullet under "Section 2 " below.) CA |and perhaps
a few other states likely will need more than one year to
complete a system It would be helpful to the State and HHS
to have a CCP that encompasses, a State’s complete systemnms
development effort, not just one year

| o

® To avoid confu51on and delay in-implementation, the CCp
language should. cross reference 45 CFR Part 95, €.g., the
CcCP should be consistent with the’ requirements for an

- Advance Plannlng{Document under 45 CFR Part 95. Ehls would
avoid the time and uncertainty” that would result if HHS had
to issue separate guidelines for the development of CCP's.

Section 2:

- .

® The starting date for the alternative penalty should be the
date of enactment; enacting a financial penalty |
retroactively would be problematic from'a legal (ex post
facto law) and state partnership perspective. Only a very
small number of states are likely. ever to be in any real
danger of state: plan dlsapproval Maklng the alternatlve
penalty retroactive would mean imposing a financial penalty '
on roughly 10 states that, undexr current law w1ll miss the
deadline but lncdr no penalty. : i

® The “"earn back": should be predlcated only on a State s
meeting system certification requirements. Allow1ng a State
to earn back mosﬂ of the penalty if it meets negotlated
milestones will: delay the development of certlfled systems,
as States will, have a strong incentive to set milestones
that they are sure to meet, as. opposed to settlng\aggre551ve'

"milestones that ' entall some risk.' Further, tylng\the earn
back to the attalnment of milestones adds another|element of
uncertainty, as States and HHS. may disagree about!whether a
State has or hasn‘t met a mllestone - The current!'

' l
o
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' certlflcatlon requlrement, on the other hand ’isiwidely
understood and less ambiguous. |

!

o

Section 3: !

.

® The term "data proceSSIng requlrements“ is Vague Suggest
sticking with the language in 454 (24)

® Reference to FY 2001 could be a bit misleading; deadllne is
10/1/2000 i.e. the first day of FY 2001. o

i

’.

|
o
|

Section 4:

C

& Provision that all non-systems "violations" are handled:
under,409(a)(8)‘?s‘problematic. .Section (409 (a) (8) is the
penalty imposed against TANF funds when a State fails a
child support audit. The outline appears to remove all non-
systems v101atlons, e.g., failure to enact. requ1red
legislation, from the State plan disapproval process and to
substitute the audlt penalty. Some might oppose lelimination

of State plan disapproval as a tool for dealing Wlth other
(non- systems)z“v%olatlone

! | |
| , - (P

Section 5: ' : E

f

- ® There is,concerniabout both the ability of states to build
"linked" systems]quickly (CA has been attempting [this with
their "SAWS" system for years) and about the cost
implications {its cheaper to build and operate one system

than several systems). This sectlon needs further
discussion. ‘ -

f
|
|
i
!
4
i
|
:
«l
i
|
{
1
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Record fyper Record " ' ) . C o

T'a:i ‘Bruce N. Reed!OPDfEOP, Elena Kagan/OPD/EOP * ., - . .

Subject Chlld Support Computer Systems SR ; :

Ron Hasklns has apparently drafted a proposal on chlld support computer systems problem and he

" has mwted HHS to a meeting on Thursday to discuss. |While | ‘will be discussing thel legislation in-

" more detail: with HHS tomorrow the proposal does seem to adhere to have the follomng features .
whlchlllke o 7 l" . . S | S

.
1) Penalties that'are srmple to adminster and automatlc with little HHS dlscretlon
2) An up-front penalty imposed immediately upon failure, which should be Iarge enough to
motivate states to improve thelr systems development but not so large as to. severely disrupt

states’: child support efforts-or to lead states to belleve the' penalty would never be amposed
3) ‘The penalties should' mclude an incentive, for early completion, -gither by provrdmg an

- earn- back of the initial -penalty or by lmpos:ng subsequent incremental penalties, or both.

4) HHS should retain the abnlnty to disapprove the state child support plan and wrthhold all
tederal chrld support funds ! : o N

Under Hasklns proposal states wrthout completed statewsde computer systems would get a
‘penalty starting at 4 percent of ‘FY 1997 Federal CSE matchlng funds, a penalty which would rise
by 4 percentage points each yearl up to a high of 20 percent in the fifth year and th'ereafter We -
were contemplating somewhat: Iarger penalties-:5 or lO percent "Under the Haskins |proposal, a
‘State would earn back 75 percent of the most recent penalty (but not earlier penaltles) once its
system was certified--this is also: srmllar in principle to the approach we had dlscussed mternally

How does this. sound to y0u7 N N

o
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To: David G Ross@OCSE OD, Lance Slmmens@IOS IGA®OS. DC Lauren.
. Grlffln@ASL@OS DC Mary Bouraette@ASL@OS DC, Mary Cohen@OLAR
From: Norxman L Thompson@OPS.0OD
Cc: Anne F Donovan@OCSE.OD,Elizabeth C Matheson@OCSE DPP, John
Monahan@OAS;Paql;Legler@OCSE.OD,Robert C Harrls@OCSE.OD;Robin
o Rushton@ops.osg.CSIS ' f
Bcc: : b i ‘
Subject: Conversation’wﬂthkRon Hagkins re: alt. CSE system penalty
Attachment: - : | ;
Date: 12/30/97 3:09«BM’ :
John Monahan, Paul Legler and I had a brlef conversation Wlth Ron Haskins
this afternoon to (1)} find out more about Ron's plans for the meeting on 1/8
‘to discuss alternative CSE systams penalties and (2) to let Ron know about
some issues raised in his D?c 97 "tentative draft® outllne
<
Ron confirmed the meeting on the 8th -- 9-11: Hill staff and selected State
representatives and 11-2: Hill staff, states, advocates, and HHS. GAO, CBO,
and CRS will also be there.I (Ron said that the alternative systems panalty
will have costs in the outyears, accordlng to prellmlnary ana1y91s by CBO—)mme
S : : ‘
Ron suspects that the blggest issue will be Fllnked systems<" 1 e. , the
system confzguratlon that CA counties have been pushing. i
Reon noted that his proposed!penalty levels - 4%/8%/12%, etc. is already a
compromise. John M. mentioned that our internal discussiong had focused on
higher numbers. Ron referenced a memo by Vicki Turetsky, Whlch we need to
get. That memo compares different penalty levels to 1% of State TANF grants .
(i.e., the penalty level asgociated with CSE audit penaltleg}

L
|

Ron said he had draft bill language, but hadn't read it yet. ‘He said he'd
fax it to John on Monday. Ron asked that it not be widely circulated. Ron
did not plan to make the dréft legislation available at Thufsday's meeting.

!
Ron said that W&M was "concerned" about CA and was inclined to help CA.
(This in the context of leglslatlon to allow more funding for "alternative
system configurations," i.el, linked cournty systems.) The Chairman works
well with Wilson. However,,Ron said that doing something legislatively for
CA was definitely not a don? deal and noted that any leglslatlon was subject
to amendment esp. in the Senate
Ron said that he'd emphaSlEed to CA the need for CA to put on paper
specifically what it is prop051ng in terms of a "linked system" -- technical
specifications, time frame,Idata deflnltlons, esP for the‘“aata warehouse, "
etc. ‘ ‘

H '
Lo
o

We summarized for Ron our meetlng two weeks ago w/CA representatlves Told

Ron they (and we) were concerned that county systems don't meet FSA
requirements and aren't Year 2000 compllant CA wanted a blank check for ,
interim fixes for these syspems We told CA we would work with them so that

whatever systems had to be operational on an interim basis (i.e. until CA

t . .
had a statewide -- hnwpifﬁ‘h rﬁO'F'i'hé"q - avrofFram) et A Hr\h(-"v\\\o\il-,_ | P

{ H
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functional, but could make éunds available for this only in the context of
an overall plan for building a statewide system. We noted that we and Ron
were both telling CA that they'needed to put their plan on paper-quickly.
,}
We went over the comments on Ron S outllne, per our 12/30- paper Ron is
amenable to a corrective compllance plan that extends for more than a year,
but wants to be sure that States know that 1f they don't have a system in
place at the end of a vear,,they lose money and can’ t get it back. We told
him we had no problem with. that concept, but felt strongly that we could not
deal with plans on a year-to-year basis, esp for States 11ke CA that wlll
take several years to get a system in place .. Romn also’ agreed to
cross-reference Part 95 (our current systems management regulatlons) to
define what had to be 1n a correctlve compllance plan. ;
i L s s

Ron clarified that to earn back 75% of the current year s penalty, a state
had to. complete its’ system,”not ]ust meet: mllestones in 1ts correctlve
compliance plan. ‘ T - : ' i

: Lo , :
Ron agreed that it was probably better to take the penalty as of the date of
enactment of the leglslatlon rather than retroactlvely to. 10/1/97 His
concept now is that '98 w1ll be a "short year," i.e., date of enactment
until 10/1/98. Aafter that), ye 11 be back on an 12- month cycle for the
penalty. . o : T

N

We discussed whether the peﬁalty would be assessed in full at the beginning
of the l2-month cycle or at the end. Ron leaned toward 1mp031ng it at the
beginning of the cycle, which is consistent w1th the "up front“ penalty
approach we'd discussed 1nternally
Ron clarified that he did nok mean to substltute the audit penalty for state
plan disapproval for, e.g., States' failure to enact required 1eglslatlon
State plan disapproval - would remain the penalty for such "violations.'

‘o ;
i

Ron is amenable to working with us to be clear about the areas in which the
Secretary has discretion and\to craft those sectlons so as to make thig
easier for us to 1mplement ; :

!

|

il
John's thoughts on next stepb internally are:
- QUle review of draft leglslatlon -- ahOuld receive it on Monday I will

get coples to approprlatﬂ fo%ks : ; . R w

- Prebrief and then discussipn Tuesday with DPC and OMB

- Brief HHS staff at Weds. wélfare reform meeting

- Brief Kevin on Friday.
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To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/ECP
ce: Cynthia A. Rice/OPD/EQP, Gene B. Sperhng}OPD/EOP Peter A, WelssmanIOPD/EOP Cathy R.
Mays/OPD/EOP ; .

Suh}ect Child support enforcement update

!

Cynthia asked me to update you ‘on child support enforcement (CSE) issues in her absence.

- Block grant. As you know, OMB has been assuming a child support enforcement offset of $60
million in FY 1999 and $3OO mllllon over five years. OMB proposes to achieve! these savings’
by converting the CSE program, under which the Federal government rennburses States for 66
percent of their child support collection costs (without a cap) and provides 1ncent1ve payments,
into a block grant. Under the current structure, many States make a profit on the child support
enforcement program--Federal payments (matching and incentive) and the State share of

. TANF collections exceed State clnld support enforcement spendmg—-makmg the program an
attractive target for savings. . ' ° . . ,3

v
P N

i
A proposal to convert the CSE, program into a block grant would likely be poorly received by
both States and child support advocates. The OMB proposal would endanger the]
Administration’s hard-won and well-deserved legacy in the child support area; I also doubt the
Congressional Republicans Would embrace this approach: Cynthia and I are in complete
agreement that there are better ways to achieve this relatively modest level of savmgs from the
CSE program, and we have urged HHS to develop an alternatrve package that generates
A comparable savings. B Lo
» t . l
With Barbara Chow away for vacatlon I have been unable to determtne the status of the OMB
proposal. There is a rumor that'OMB is no longer carrying the $300 million in savmgs but
that the policy change remains very much alive. To my knowledge, none of the prmcrpals in
the budget process except possrbly Director Raines has focused on this issue. To| 'put forward
a block grant proposal without any external or even much internal vetting would be most

unwise. !

i ‘ i

l
~Systems penalty. On another note HHS staff met with Ron Haskms today to provrde
- technical assistance regarding hlS :child support enforcement automated systems penalty
proposal. His approach is quite similar to the options we have been discussing .
internally--replacing the current penalty (termination of Federal child support enforcement and
possibly TANF funding) for fatlure to put an automated system in place with a smaller
sanction. The proposed penalty would start at 4 percent of FY 1997 Federal CSE matchmg
funds and rtse by 4 percentage. pomts each year, up to a h1gh of 20 percent in the frfth year

|
]

o

S



and thereafter. We were contemplatmg somewhat larger penalties--5 or 10 percent Under
the Haskins proposal, a State would earn back 75 percent of the most recent penalty (but not
earlier penalties) once its system was certlfted--tlns is also similar in principle to the approach
under consideration 1nternally |

Haskins was receptive to the HHS comments, which were largely technical in nature (e.g.,
would the new reduced penalty apply to failure to enact required legislation, as well as to
automated system development-—answer was no; could States enter into multi-year corrective
action plans--answer was yes). He intends to hold a meeting including Republlc]an and
Democratic House and Senate staff States, advocates and the Administration on January 8 to
discuss his systems penalty proposal Health and Human Services would like toxarrlve ata
firm Administration position pI‘llOI' to that rneetmg, they suggest a pre-meeting on January 6

l

; ' |
Please let me know if you have questions. S ' |
{

T
ro
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To:  BruceN. Reed/OPD/EOP Elena Kagan/OPD/EOP

cc: Diana Fortuna/OPD!EOP Andrea Kane/OPD/EOP, Laura EmmettiWHOfEOP
Subject: | need.your lnput on chlld support enforcement

. I need your input on severat areae of child support enforcement:

1. naineschndSupportldea: [

I've spoken with OMB at greater length about this issue. Attached is an analysas of the optlons and what

| see as their advantages and dlsadvantages My questrons are: ‘
l ‘ t
a.) Do you agree that we should oppose including these options in the budget? ‘
| do oppose converting to a block grant -~ but | do think a version Keith and | devisad |
(‘revised match") may be worth pursumg -- 580 attached . . ;
b.) Should we should have a broader process to consider them i.e., a DPC-OMB- lGA NEC mtg'? |
do, because | fear that unless peopie understand what these’ pot:cres do, they will be tempted simply by
the prospect of a $1 8 to $3 0 bllllon saver. :

cse1204.wpd ' b E
2. Child Support Computer Systems Penalty Leglslatlon i

I

i

As you know, | have brought NEC HHS and OMB together several times smce September to discuss
the child support computer systems situation and possible sotutlons Many of the issues are analogous .
to the penalty issues we discussed in the TANF regulations. With some pushing from me and from OMB,
HHS now agrees that a new penalty structure should include: .

l
‘ ‘x

‘l) Penalties that are srmple to adminster and automatic, with little HHS dlscretlon
2) An up-front penalty |mposed immediately upon failure, which should be large enough to
motivate states to improve their systems development, but not so large as to severely disrupt states’ chlld'
support efforts or to lead states to. belleve the penalty would never be imposed. ,
3) The penalties should lnclude an incentive for early completion, either by prowdmg an
sarn- back of the initial penalty or by imposing subsequent incremental penalties, or both
* 4) A "system completion plan" should be signed by the governor. ,
. 5) HHS should retain the abxl ty to disapprove the stateﬁchlld support plan and wlthhold all federal
child support funds.

S o ‘

HHS has prepared several, more detalled options based on these pnncrples We have not aulhorlzed
HHS to share any of these options. wnth the Hill bécause 1) we hadn't run them up the flagpole 2)
Haskins offered to take a first cut at draftmg and to send it to us for our reaction. Monahan and others

from HHS have met with Haskins and company to provide background information on the problem andto .

- share our general principles (mamly lo tell Ron -- much to his’ surprese -~ that we think giving HHS a lot
" of discretion is a bad idea).

!

l
[
!
i
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Do you think we should be takmg a more pro-active approach? Any comments/ suggestlons?

You should know that we will have a delicate line to walk in our budget aven without mcludmg the new
_Raines idea. Here's why. If the budget assumes we will wuthhold all federal child support funds from
states without computer systems, ‘it wﬂl show child support savings, giving any Iegnslatlve fix a cost -~
not what. we want. If the budget assumes no 'savings from denying funds to states w1thout computer
- systems, then we have to explain why this doesn't fit with our “get tough* rhetoric. The answer will have
to hinge on the length of the administrative and judicial appeal | process (up to three yeare) with an
assumption that by the end of those three years all states will'have in place the requured state wide
computer systems. ’ S
3. Response to Senator Feinstéin : ']
|
~ As you may recall, Senator Femstem ransed the idea of-a six month moratonum on child support penalties
when she met with the President on crime issuss in September and then she subsequently sent hima
letter.' | wanted to wait until the end of the session to reply to her.... and finally I've drafted the attached.
| think similar language can be usedi in replies to Rep. Clay Shaw (who sent a letter to the President
arguing against Feinstein) and to the’ LA County Board of Supervisors (who sent a letter makmg the same
arguments as Feinstein). Please comment on th|s version, and then | wﬂl send a revised copy with the

mcommi letters to you via Cathy.” "

.
[ -

|

fein1204.wpd . ' s . L
P . ! . . l
4. California Letter . il o o ' g ay

1o ; ) - \
On November 20th, Callifornia and Lockheed Martin mutually decxded to cancel their child Support
computer systems contract due to operatlonal problems and cost overruns. This puts the state out of
compliance with what is called the Advance Planning Document.-- the plan that the state submits to
HHS for-approval in order to get federal funds to help pay for the computer systems costs.! HHS has
drafted a letter from one of their OC'SE staff to the state saying that the feds will not pay for any more
computer systems development until the state submits, and has approved, a new Advanced Planning
Document. (The rest of federal financial support for child support enforcement will contmue to be
provided.) Although this letter is from- a mid-level staffer, | reviewed it for content and tone and plan to
show it to Emily, before teiling HHS they cansendit. Itisin unquotable bureaucratize. Should ldo
anything else? | need to respond to HHS Monday
[ .

Keep m mlnd that thls Ietter is part:cular to Cahforn;a because of |ts problems with its contractor
However, after January 1, HHS will need to send to all the states that do not have operatmg statewide
computer systems a notice of intent to. dtsapprove their child’ support enforcement plans. As you know,
states without approved state plans get no federal child Ssupport dollars of any kind. However states will
continue to receive federal funds until the appeal process is concluded, which could last untll 1999 (longer ‘
" for judicial appeals). . ; : .

o ‘ .

5. Thompsonidea . N : L

S l o o - k

What dld you think of Gov Thompson s idea that he and Carper and you should barnstorm the country on
- child support enforcement? | kind of lrke the idea....| think we do need to pump up the volume on this

issue. Should | try to flesh out an |clea for a campalgn that could be a btpartlsan State of the Union

announcement? P

. .
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cc:
bcce: . .
Subject: Re: Re:..no subject... '

jmonahan @ acf.dhhs.gov

jmonahan @ acf.dhhs.gov
12/18/97 10:46:;00i AM

Recdrd Ty}pe: Record P
To: Cynthia A. Rice ' :
ce: : L
© Subject: - Re: Re: ...no subject... =

That'is OK with me, since you know of our general preference for option #1 -

- and its earn-back provision. My bnggest concern, as you know, is to make
sure that nobody else in WH (like Bruce or Raines or Chow) have notions -
different from Options #1 and 2 Wthh we discover later in the negotiations
with Ron. As long as you are comfortable though, that is terrific. In

addition to Ron, | think we might want to more carefully scope out where some

of the other players are in the game

John

Cynthia A. Rice ; o -12/18/97 03:33:55 PM

To:  jmonahan @ act.dhhs.gov @INET @ LNGTWY
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| CynthiaA.Rce . 12/02/97 10:28:29 PM
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Record Type: Record '

To: Bruce N. Reed/OPD/EOP Elena Kagan/OPD/EQP -

cc: Diana Fortuna/OPD/EOP, Andrea Kane/OPD/EOP, Laura Emmett/WHO/EOP
Subject: Raines child support idea |

Waednesday | will write you a more comprehensave note about child support enforcement . but | cantt

" leave tonight without telling you that' apparentty, as part of a directors review, Frank Ratnes brainstormed

his way to an idea of how to complétely revamp the financial structure of the child support system, and

OMB wants to put this on the table for the budget discussions. -Before you get too jazed Elena he does

not want to hand over respon5|brllty to the iRS! ;

‘Below is a quick summary... They vnew this as a possible saver in the budget (although why we would
~-want to be seen as cutting funding for child support enforcement, | don't know). Process-wise, | think

it's critical that we have an OMB- DPC discussion before this becomes part of the larger budget

discussion. HHS doesn't know any of this yet, but OMB wants to tell them they're adding it to the list for

consideration. : ' _ ) t_

Current Structure

There are three hasic parts to the current fmanctal structure: .
1} The federal govemment relmburses states for 66 percent of thetr child support expendrtures with an

enhanced match for certain expenses : t

2) The federal government gives states incentive payments based on performance. We have a proposal

with. blpar'usan support on the Hill now which would revise the measures on which performance is, based
' ,
0 .

3) At the same time as the federal government pays states funds for child support, it collects from states
a share of child support collections from AFDC families -- under the theory that the federal government
helped (through AFDC, and now TANF) to support these families when the absent parent would not, and
should therefore obtain a share of the support later collected from that absent parent. Overall the federal
government gives states about $1 billion more a year in child support funds than it obtains i ‘ln collections.
Proposed Structure. oo
Raines' idea is to provide states with a block grant, and requrre them to maintain their current spending in
exchange for being able to keep all the collections from welfare families. In addition, the feds would

“distribute incentive funds based on peformance The block grant amount would be set so that overall, the

federal government saves money compared to current spending. Keith Fontenot says thatieven though
this would provide states with less money to collect child support, they could easily make up the
differerice by add a fee to the child support collected from non- custodial parents of non-welfare families.

i
i

It seems to me that this could get us mto an enormous pissing match with states just when we 're trymg to
threaten, prod, and cajole them into focusmg on getting their state-wide computer systems!up and -
running. and implementing the new chil d support rules we enacted last year. Even if we make the new

)
R
ot

i
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structure revenue neutral at the national level, it will not be revenue neutral at the state l:evel, since a

computer systems.

block grant will hurt states incurring

]
'

large new expenses and help those that already invﬁasted, say, in
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DRAFT C8E SYSTEMS PENALTY OPTIONS

Thls paper is divided into three parts which descrlbe varlous
penalty options and various ‘system completlon plan. approaches to
dealing with the difficulties that States are experiencing
implementing statew1de automated systems for child support
enforcement. ; . ,

1

I. lDevelopment Status, Principles,,and Assumptions N
. \ '

IX. Overview of ananc;al Penalty and System Completlon Plan
{Optlons T . I o
| ’ o

III. Detailed Descrlptlons of Each Financlal Penalty and System
COmpletion Plan Option

C
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% I, Development Status, Pr;nclples, and Assumptions

i

The Current Child Support Systsm Sltuatlon : Ynfgf f‘

‘,cOngress passed the Famlly ‘Support Act (FSA) in; 1988, ‘whlch
required States to develop and lmplement 1nformatlon systems‘
which would serve the'child support’ program. All. States must
meetbthe systems- rslated requirements ‘of the Family Support Act
no later than October 1, '1997. 8ince ‘establishment of a
stataw1de automated system is a requlrsment of the Tltle IV-D
Federal Child Support :Enforcement program, Federal law provides
thatlany State which falls to operate such a system may lose all'

- Federal child support enforcement fundlng in addltlon the -
Opsratlon of a-CSE system under an approved ‘State plan is a.
requlrement of the Temporary Assistance' for Needy Famllles

: program (TANF), so: State TANP funds would also be at ﬂlsk

: SN
Under the Personal Responsmblllty and Work Opportunltg (
.Reconc111atlon Act of 1596 . (PRWORA) , States must 1mplement
statewide automated systems that meet certaln addltlonal

A requﬂrements by 10/1/2000 S - ﬁ Ak

1 t
Congressman Shaw has. exprsssed 1nterest in g1v1ng ACF credlble
appropriate tools v1a ilegislation, ‘as such tools arxen’ F avallable
undeq the current statute This" paper provrdes approaches to
structuring such tools ‘ o

A Three Part Approach* S

o
H

ACF envisions a three part approach tokdeallng Wlth StateS'
) falldre to meet CSE systems re qulremsnts
t
o Up front Penalty~ ‘An up- front penalty sends a clear,
'1mmed1ate message about the importance of automated CSE
systems " This penalty should be designed to’ be sasy to
explaln simple to. administer, and largely automatic in
'tmplementatlon .'The penalty should be large: enocugh to
4 motlvate Btates! to improve their systems development
_,efforts, but rnot. so large as to severely disrupt States’ CSE
g programs or systems deévelopment efforts or lead States to
Felleve that the penalty would nsver actually be 1mposed

o Incentlve for Early Completion- The penalty should be
structured to provzde an incentive for: early Completlon by
.elther providing: for an earn-back of the initial penalty,

‘f1m9051t10n of subsequent 1ncremental penaltles, or both

o ‘System Completlon«Plan (SCP)w “systom completlon plan“i
thr0cess would gux&e States’ future systems development
-efforts. A key part of the systems completion plan process
I‘lS a proposed 1sglslat1ve requlrement that the governor

: : ot o }
! | < I 2 R
. . i i . . ‘s : . , ' i
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.personally sign the plan, thus eneurlng the commltment of
xall affected State agencies. g

ACF env191ons this approach as’ largely, but not entlrely, 2
replacmng the current State plan disapproval process for systems-
related compliance. ‘A State that does not enter into ‘or make a
good faith effort to comply with its systems completlon plan
weuld still be sub]ect to having its State CSE plan dlsapproved
As sumpt:.ons ; f ‘I |
1. The legislation: needed to implement Options 1, 2, or 3 is
unllkely to be enacted until second quartey of FY 1998, so
'we assume that the alternative penalty provisions will. begin
,‘w1th the thlrd quarter of FY 1998, (i.e., Aprll l, 1998) .

2. The final 1eg1slat1ve proposal would be a mlxture\of the ?Z
* financial penalty and system completlon plan optlons R ,

3. The current system certlflcatlon process COntlnues for FSA
o requlrements and the Advance Planning Document (APD) process
remains in place 'as the vehicle by which States secure
Fundlng for system development efforts. Pending leglslatlve
change, ACF will proceed with Advance Planning Document
requirements and begin working with States to submit revised
APDU budget and schedules for completing their automated
systems with respect both to FSA and PRWORA requirements.
This may include suspension of some States’ systems
. development funding as a means to get States’ system
‘ development efforts on track and to safeguard Federal funds.

4. Flnancral penalty.and SCPjoptlons will apply to States
. missing PRWORA deadllnégas well as the Family Support Act
deadline (10/1/97). A State that failed to meet both
deadllnes would be subject to two penaltlee ;

5. ACF will not modlfy the current certlflcatlon reqU1rements
that measure States’ compliance with FSA requirements.
However, ACF will continue its current effort, through a
joint Federal-State worxk group, to develop certlflcatlon
crlterla with respect to PRWORA requmrements that focus on
outcomes, are less detailed, allow greater flexlblllty with ..
respect to unigue State business practlces, and that mandate
only cost- effectlve measures o .

6. States would not be penallzed for any delay between the date
. the State tells ACF that it has a:'certifiable system and the
date ACF completes its review, provided that the review
shows that the system was certifiable and was operatlng
statewzde at the time the State so notlfled ACF.

l
i

f . . . 3
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7. !States will meet FSA certification requirements by the
S followxng dates. ' :
: California: 10/2001% A S

| Michigan: ' 10/2000% SRR o !
? Illinois: ? : o 1
Ohio: 2/1999 | | f
Pennsgylvania: 10/1998 ’ ‘

: Indiana: 10/1998 . | .ﬁz‘;
' . Hawaii: 7/1998 - L
D Oregon: 6/1998 _

New Mexico: 6/1998
Nevada: 4/1998
Maryland: - 4/1998%*
Missocuri: '4/1998 o :
South Carolina: 4/1998 " §
North Dakota: 3/19¢8 - o
South Dakota: 1/19%8 S ; o .
Alaska 12/1997 - o ’
D.C.:" 12/1997* .

Massachusetts. 12/1997

w i

* Date-very uncertain'

r,lNote that these dates are based on ACF’S assessment of
iStates’ current status and progress. These dates are merely
estlmates and may differ from State estimates. i

These dates are factored 1nto the. tables that accompany each
penalty option. Using these dateg provides an estimate of
the amount of penalty each State is likely to sustain and
helps illustrate ‘that the penalties are graduated with
respect to the degree of work a State must perform to
achieve compliance with FSA requlrements

| : I
We have not attempted in this paper to make prOJectlons
about which States will fail to meet 'PRWORA requlrements

“
[

, : : S ]
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IE OVERVIEW oF FIN%NCIAL PENBLTY & SYSTEM COMPLETION PLAN

, ‘ : : ," o OPTIONS B L ! .
ACF has developed four flnanc1al penalty options and three
optlons for a system completion plan. f Overviews of each optlon

are presented below ‘More detailed explanatlons follow

| e z

i

v1~ ‘ Flnancxal Eenaltz ggtions

! v ‘
Inltlal Penalty; Earn-Back Subsequent Incremental

OPTION 1 - ,
| , Penalty : L g
L , .
OPTION 2 - ‘Initlal penalty followed by subsequent 1ncrementa1
- penalties‘
‘ OPTION 3 - Adaptation of Audlt Penalty to Systems Completion. .
N
OPTION 4 - State Plan d;sapprovalgprocess under current law.

.
R e o |
th k. ° . AR . . N

Vi L y - .
R

PENALTY OPTION 1 . | 0
Initial Penalty; Earn-Back; Subsequent Incremental Penalty

ACF h@ﬂld 1mpose an 1n1t1al penalty based on the Fedegal share of

~a State’s FY 1997 CSE administrative expenditures. ' Stlates would

have jan opportunity to earn back some of the penalty depend;ng on

_when |they complete the system. If the State has not met the FSA

requlrements by 10/1/1999 then the ability to earn-back any
portlon of the initial penalty ends. 'If the State faills to have

an FSA«certlfled system by the PRWORA.deadline of 10/1/2000, (i .
addltlonal incremental penalties would: be 1mposed for each . #haﬁ :
quarter during which the State falled to have 1n place a system L7

that‘met FSA requlrements e ‘m
If the ‘State misses the PRWORA deadllne, an immediate penalty
would be 1mposed with: respect to PRWORA requirements. | The State
would be given the opportunity to earn back some of this penalty
through 4/1/2002. If 'the State fails to meet PRWORA |
certlflcatlcn requirements by 10/1/2002, additional 1ncremental
penaLtles would be 1mposed for each quarter during whlch the
State failed to have in place a system that met PRWORA ‘

requlrements w . ) - ]

\“ -
Ay

PENALTY OPTION 2 - . . . - - ‘ B

: In1t1a1 ‘penalty followed by subsequent 1ncrementa1 penaltxes o

ACF would lmpose an 1n1t1al up- front penalty, plus addltlonal

"1ncrementa1 penalties. w1th respect to each quarter during which a
State failed to have a certified system. States would'not have i@ﬂ%

the opportunlty to earn back any portion of the 1n1t1a1 penalty.
The' pﬁnalty would apply independently to the FSA and PRWORA e

fpen il R 2

| . , .
! ’- - 1
| R
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i.e., a State that falled to meet both requzremnnts would be
subject to two penaltles

| R o ff - | e
PENALTY OPTION 3 - ‘ : i : ,,/////

Appllcatzon of Audlt Penalty to Systems Requlrements t : Wb pgﬁwkg

Wlth%apprOPrlate statutory changes, ACF would 1mpose thn penalty _//f/;>
authorized in section 409{(a) (8) of the Social Securlty Act if a

'State failed to meet systems 1mplementatlon deadlines. - (This -

section specifies penalties for States which, as a result of

audits under section 452 (a) (4) are found not to be in compllance/’”"d
w1th\ch11d support program requirements.) The statute provides - W%ﬁ

. States with an automatlc cne-year corrective action perlod in«

*order to come into. COmpllance with program requirements. For Akﬂ
systems, this would effectlvely extend the statutory deadllnes b¥ \ 22

a ye?r or more.. | :;* ‘ . . - | —
If the State failed to come into compllance by the end of the .
correctlve action perlod ACF would impose a penalty of between

1% and 2% of the State’s annual TANF grant. (Audit penaltles are
collected from States’ ‘TANF grants; CSE funding is not affected,
although this could be changed by statute.)} If the State as oﬁ

the next audit, still, has not complled ~then the penalty - o
lncreases to between 2 and 3%: fter the third audlt the

State still 1s not 1n compllance, the penalty is 1ncrﬂased to 3

to 5%‘ ’ t ; . E

tt.‘

1 rL o -V o g
PENALTY OPTION 4 - |
State Plan dlsapproval process undex current law

In'early CYy 1998, ACF w111 nctlfy States that dld not have FSA
'compllant systems in' place by Decemben 31st’ that it intends to
disapprove their State CSE plans.® After due process,tACF will
termﬂnate a State’s CSE funding, assuming that the State has not
by that time completed its system. . Between six and 18 months -
: could elapse between the time ACF notifies a State of- Ets 1ntent
. to drsapprove 1ts plan and the cessatlon of CSE fundlng
If a1State did not have an approved State plan ACF - copld riot
"approve TANF funding for that State. The timing of cessation of
TANF funding would depend on each State’s TANF state’ plan cycle.
By law, a State must submit a TANF State plan -at least every two
)'yearq, which means that’ new State plans would be- requlred between .-
‘September 1998 and June 1999, - depondlng on when a- State initially
submitted its current TANF plan. Subm1851on of a new plan by a
' . State| without an approved CSE plan, or failure of a State to
i subm1F a TANF plan, could result in. cessatlcn of TANF fundlng

[
! o

z |. :
3 Under current pellc1es, States - have untll the end of a

' quarter to submit a State plan amendment certlfylng that they’ are.
~in compllance Wlth new. requzrements ‘ -

l

iﬁi".j c . ~.. ,‘ L

RS R

i
x
|
|
l
l
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System Cé létion'Plan;'SCP _Options

OPTION 1- Use exxstxng Advance Planning Document Update (APDU)

: process.’ f¢

i ‘ ’ ’ : f
OPTION 2- Develop an=SCP jointly with the State !

OPTIbN 3- Restrict fundlng approval to key milestones ach1eved
' "and verified by ACF on-site monitoring ’

v
)
V

Eachiof these optlons=assume the follewing leglslativé changes:

*If the State fails to enter into a SCP, ACF wlll ' proceed to
' terminate CSE (and. TANF) funds using the State plan
| disapproval ‘process. .

—;The statute w111 require that the Governor sign the initial
{SCP and any substantial modifications to the SCP’ i.e.
those that would impact on the date by which the system

:would be completed

| ,
ACF wlll enforce the SCP u31ng the exlstlng process under 45 CFR
Part: 95, viz., suspending systems development fundlng if the
State fails to meet the milestones enumerated in the SCP.2 (The
"clock“ for the flnanc1al penalty would continue to run even if
ACF suspended systems development funding.) 1In cases where a
State fails to make a good faith effort to carry out its SCP, ACF
would retain the authorlty to 1nvoke the State plan dlsapproval
process. , |

‘
i

SCP }oPtmn 1 - ‘ ' S ‘
Use existing APDU (Advance Planning Document Update} process

States subnit a rev;sed APDU plan that includas a rev1sed budget
and|schedule for completlng the automated system (i.e. meeting
FSA 'and PRWORA deadlines) and ACF approves, dlsapprovés.or~asks
forladdltlonal documantatlon - '

- sCp Optlon 2 - ‘ ‘ o

Partner with State to jointly develop an SCP Plan

For!StateS that miss the FSAvdeadllne, implement a more pro-.
active involvement in the development of the system completion
plan. Schedule a series of teleconferences, video-conferences
and|meet1ngs with States to mutually develop a reasonable SCP.

|

;3 Note that suspen81on of systems development fundlng does
not |impact on the remainder of a State’s CSE administrative
'fundlng, nor does it trigger termination of TANF fundlng
. 7 .

|
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Apprgval'of the SCP'does not constitute forgiveness o% the
penaltles imposed. ACF recommends that any legislative change
require that the Governor sign the SCP if the State falled to
meet a deadline, or if HHS determines that the State 1s likely to
miss| a deadline. However, the States failure to comply with the
SCP may trigger the Secretary’s decision to begin thei State Plan
Disapproval process. HHS responsibility for approval of a SCP is
the same as HHS responsibility for approval of any Advance
Planning Document submission. In the SCP plans, ACF is likely to
commit to ‘additional. technical assistance, on-site visits and

' monltorlng as part of its commitment to the SCP. ACF is procuring

' a contractor to provide independent validation’ and verification
of the State’s SCP plan. A similar approach would be'used for
States that miss the PRWORA deadllne , z

. . 1

scp Opt:l.on 3 - o : ' : : :

Restrict funding approval to key milestones achieved and verified

by ACF on-site monltorlng = i ‘
Implement GAOC recommendatlons on restrlctlng funding approval to
successful implementation of key milestcones as evidenced by ACF’s
on-site monitoring and increased documentation gsubmissions by the

.. States. This approach is more intrusive and intimately involves
Federal staff in the management of State’s system devélopment
efforts GAC’s approach does not distinguish betweeniStates with
good track records for systems development and those that
experlence problems. . - |


http:on-si.te
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IIX. Detalled Proposals for Each Financ1al Penalty and System’

, ~ Completion Plan Optmcn (

| .
Penalty Option'1 o , : |
Initial Penalty, "Eafn-Back;“ Subsequent Incremental Penalties

| 1

Thls(approach 1mposes a substantial 1mmed1ate penalty if a state
fails to meet FSA requirements. A similar penalty would also be
imposed if a State failed to meet the PRWORA systems deadline.
(A State that failed to meet both deadllnes would be subject to
two penalties. In either case, States could recoup part of the
initial penalty if the completed their systems qulckl?, e.qg.,
within two to three, years. If it takes longer for the State to
come into compliance, it loses its ability to recoup any part of
the initial penalty: In addltlon, ACF would impose an additional
penalty for each quarter in which the State failed to meet FSA
and/or PRWORA requmrements ;o
For FSA regglrements. o !7
In1t131 Penalty: Impose a penalty in’ Aprll 1998 equal to 10% of
the Federal share of the State’ s total annual CSE admlnlstratlve
expenses in FY 1987. .
Earn- Back Provision:. If the State completes its system within 2
years, it would receive back some of the penalty. The amount of
the earn-back would decrease over time. However, the minimum

penalty would be 2.5% of ltS FY 1997 total CSE admlnlstratlve
expenses

i
J
:

If the State completed its system by 10/1/98," , within six
months of ACF imposing the penalty, it would. recelve back 75% of
the penalty; if it completed its system by 4/1/99, i.e., a year

" after ACF imposed the penalty, it would receive back 50% of the
initial penalty; if it completed its system by 10/1/99 it would

- receive back 25% of the initial penalty; if the State: completed
its system after 10/1/99, there would be. no return of’the initial.
penalty

Other than the p0551b111ty of earnlng back part of the initial
penalty, the State’s matching rate subsequent to 1mp051tlon of
the dnitial penalty is unaffected, at least up until 10/1/2000.
_ i ;
Subsequent Incremental Penalties: As a further incentive, -ACF
proposes a smaller incremental penalty would be imposed with
respect to each quarter after 10/1/2000 durlng which the State
failed to have a system that met: FSA requlrements The penalty
could be a constant . (e.g., 5%) or increasing (see Optlon 2,
below) percentage of,the Federal share of the State’s prior
quarter expendltures . This . approach has the effect of reducing a

9
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State’s effective matching rate. , o i

For‘PRWORA Rgggirgmenta'

In;t;al Penalty: If a State fails to meet PRWORA requlrements by
10/1/2000 ACF would 1mpose an immediate penalty equal to 10% of
the Federal share of a State’s FY 1999 total CSE admlnlstratlve
expendltures
Ea:n}Back Provision: If the State completed its system by
4/1/2001, it would receive back 75% of this pénalty; if it
ompleted it system by 10/1/2001, it would receive back 50% of
the additional penalty; if it completed the system by 4/1/2002,
it would receive back 25% of the penalty. There would be no
recoupment of the initial penalty after 4/1/2002.

.
I

Subsequent Incremental ‘Penalties: ACF proposes a smaller
incremental penalty would be imposed with respect to each quarter
after 10/1/2002 during which the State failed to have a system
‘that jmet PRWORA requlrements The penalty could be a 'constant
(e.g., 5%) or increasing (see Optlon 2, below) percentage of the
Federal share of the State’s prior quarter expendltures

~ As FY 1999 CSE adMlnlStratlve ‘expenditures by State aren’t
available at this time, the table above can be used as an
approx1matlon of the penalty that those States might face

The table on the following page 1llustrates the 1mpact of this
option on the States. likely to miss the 10/1/1997 deadline. The
flrsﬂ column shows the estimated Federal share of total FY 1997
State CSE expendltures,-lncludlng enhanced systems expendltures
- This lnformatlon is prov1ded for reference.

The second column shows the initial penalty, i.e., 10%;of the
first! column. The next column, "Less Earn-Back" shows the amount
of the initial penalty that the State would earn back if it
completed its FSA-compliant system within the time frame shown
underi "Assumptions" earlier in this paper. The "Total!
Incremental Penalty" column shows the additional penalty that
would: be levied if the State failed to complete an FSA-compliant
system by 10/1/2000, i.e., 5% for the Federal share of State CSE
admln}stratlve expendlturas for the previocus quarter for each
quarter during which the State fails to have a compliant system.
Based‘on our current estimates, only California would be agsessed
this addltlonal penalty That, of coutse, could change.

The next column shows the total penalty and the final column

expresses the total penalty as a percentage of the Federal share
.of the State’s FY 1997 CSE admlnlstratlve expendltures

10
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OPTION 1: INITIAL PENALTY, EARN-BACK; INCREMENTAL PENALTY
R ($m11hons 4
' |
Total T
|Est. FY 97 8t Initial Incremental | TOTAL | Penalty as
Admin. Exp. | Penalty |Eam Back Penalty |PENALTY |% of St. Exp
CA 341 341 0.0 68.2] . 1023 30.00%
M 106 106] 0.0 0 10.6 10.00%) .
i 76 76 7 7 ?
OH 127 12.7{ - 6.4 0p | 64 5.00%
PA 75| 7.5| 3.8 0 3.8 5.00%
IN ' 28 28| 1.4 0 14 5.00%
Hl .18 1.9] . 1.4 C 0.5 2.50%
OR - - 26 26| 2.0 o] ' 07 2.50%)|
NM ‘ 15 1.8 1.1 Dl . 04 2.50%
N 18 1.8 1.4 0] 05 2.50%
MD »’ ‘59 5.9 4.4 Q0 1.5 2.50%
MO : 58 58] 44| 0 15 2.50%
sC 18] - 1.8 14 4] 0.5 2.50%
ND = ! 5 05 . 04 0 0.1 -2.50%
SD 4] - 04| 0.3 0 0.1 2.80%| .
AK 151 0.0 0.0| 0 0.0 0.00%]
DC . . 10| 0.0 0.0 0 0.0 0.00%
MA : 41 0.0 0.0 0 0.0 0.00%
Initial penalty i3 10% of Federal share of State's annual CSE | -
admin. expenditures | B L _
Il ; R !
Eam back provision: 75% if completed by 10/1/98 ’
e 50% if completed by 10/1/99 -
o 25% if completed by 10/1/00 i
i 5
Incremental penalty is 5% for each quarter in which State fails to
Ihave an FSA-certified system after 10/1/2000. ! _

This table based on FY 97 Federal share of State admin. expendltures

as contairied in the FY 88 Congressional Justification

|

| | |

imposing anxpenalty

- |Alaska, DC, and Massachuseifts are likely to complete theur systems prior to ACF's
| [

{
i
|
I
t

!

e e e il e

| |

94567431
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Penalty Option 2 ?

Inltlal Plus Incremental Penalty. Nb “Earn Back"Il !
Thls approach. imposes in initial up- front penalty if a State
misses the FSA deadline. A separate penalty would be imposed if
a State misses the PRWORA deadline. In either case, the amount
of the penhalty is increased for each quarter during whlch the
State falls to have in place an FSA- and/or PRWORA~c0mpllant
system The amount of the quarterly penalty 1ncrease§ over time.

For FSA Requirements: e o o

Inltlal Penalty: Impose an initial penalty as of 4/1/1998 equal
to 5% of the Federal share of the State s FY 1997 total CSE
admlnlstratlve expendltures _
!

Inc;emental penaltles- For each quarter in which a State falls
to have a system meetlng FSA certification requlrements, ACE
would impose an increasing penalty based on the Federal share of
the State s CSE expendltures in the prlor quarter. The penalty
woulé begin at 5% and 1ncraase one percentage pclnt per quarter.

For example, if the State didn’t have an FSA certified system by
the end of the third quarter of FY 1998, it would be asszssed an
additional penalty egqual to 5% of the Federal share of its total
CSE ﬁdmlnlstratlve expendltures in the second quarterlof FY 1998.
If the State failed’ to have an FSa certlfled system by the end of
the fourth quarter of FY 1998, ACF would.assess an additional ‘
penalty equal to 6% of the States third- quarter expenditures.

S T ~ . o

' i iy ) ., . " ! .
The penalty would continue to escalate one percentage: point per
quarter until the State met FSA certification requirements. The
effect of this penalty structure is. a reductlon in the matching
rate, for the State. : :

i .
! S l

For PRWORA Regglrements- . :
‘ : c

Initial Penalty: ACF would impose an 1mmed1ate penalty equal to
5% of the Federal share of a State’s FY 1999 total CSE
adm;nlstratlve expenditures if the State failed to have a system
that met PRWORA requlrements in place by 10/1/2000. | :

Incremental Penaltles- For each quarter in which a State falls
to have a system meetlng PRWORA certification reQulrements, ACF
would impose an increasing penalty based on the Federal share of
the State’'s CSE expenditures in the prior quarter. The penalty
would begin at 5% and increase one percentage poxnt per quarter.

For example if the State dldn t have a PRWORA certlfled system
by the end of the second quarter of FY 2001, it would'be assessed
-an additional penalty equal to 5% of the Federal share of its

i

A 12
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|

| : ;
total CSE admlnlstratlve expendltures in the first quarter of FY
2001} . 4 ! A | ,

‘ ‘ : : : I

If. the State failed to have a DRWORA certified system by the end
of the third quartexr of FY 2001, ACF would assess an addltlonal
penalty equal to 6% of the states second quarter expendltures.

The penalty would contlnue to escalate ona percentage p01nt per
quarter until the State met PRWORA certification requirements.
- This, penalty structure reduces the effectlve matchlng rate for
the State. A P :
The table on the follow1ng page illustrates how the penalty would
be applied to those States likely to miss the 10/1/1997 FSA
deadline. The first.column shows the  Federal share of estimated
State CSE expenditures, including enhanced system fundlng, in FY
1997. The second column shows the initial 5% penalty! i.e., 5%
of the first column. The next column, "Total Incremental
Penalty," shows the cumulative amount'of the quarterly
incremental penaltles that would be. assessed to a State if it
completed its FSA-compliant system accordlng to the tlme frame
shown in the "Assumptions" section earlier in this paper. The
next column shows the total amount of the penalties assessed
against a State. The last column expresses the total‘penalty as
a percentage of. the'Federal share of the State s FY 1897 CSE
admlnlstratlve expendltures

'

13
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i OPTION 2: INCREMENTAL PENALTY . =

' {$ millions) ' ! B
— ’ y
e Total . L

4 Est FY 97 sta.te. | _Initial _[Incremental | TOTAL - Penalty as_ |

~ Admin. Exp.” Penalty Penalty EPENALTY % of St. Exp

CA k34,1 - ‘17 3 121.8 '139.0 f ‘40.?5%

M 106 - 8.3] 2B.2] . 306 28.77%
[ 78] 38 2 ? |
|OH 127, . 6.4 5.7} 121 8.49%] .

PA 75] - 3.8] 0.8 47 - 8.20%] -

IN - 28 14 04 1.8 8.43%

HI 19 1.0 - 0.20 1.2 6.05%

OR 26 2113 0 1.3 '5.00%

NM 15] " 0.8 0 0.8 5.00%

NV - 18 1.0 0 1.0l -~ 500%

MD - 59 - 3.0]- 0] . 3.0 5.00%

MO 58 o 2.8 -0 281 - 8500%
1sc 18 0.8 0 0.9 5.00%] -
_IND 5 0.3 0} 0.3 5.00%| * -

D) 4 0.2| 0 0.2 5.00%| .

AK - 15 0.8l 0 0.8] - 6.00%| -

DC 10 . 056) Q08 5.00%

MA 41 121 0 ‘;'21x 5.00%|
- |Initial penalty is 5% of Federal share of Statesannual CSE o |

admin, exp]endrtures I V o

T ¥

CSE admin.

_ | The incremental penaly is 5% of tha Fecieral share of the State's pnor quarter

expenditures for the first quarter after 4/98 in which the State

fails to have an FSA-certified system.. The penalty increases by one

O

percentage point during each subsequent quarter in whlch the State fatls
to have a certified system .

i
[

4; y

This table. based on FY 97 Federal’ share of State admin. expendrtures

' |as contamed in the FY 98 Congress;onal Jusm'” cation : - |
, 5 g
i ;
| f
- : |
| :
| -
; . i :
| f' + ‘I
o 1 :
| ? ;

94567431
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Penalty Option 3 , : ' P
Appl;cation of Audit Penalty to Systems

Tt

There has been some quéstion as to’ whether the audlt process in

‘section 452(a) (4} of the Social Security Act could belapplled to
a State’s failure to have FSA- or PRWORA- compliant systems. OGC

has advised that while there might be some support for this
approcach, it could not, under current law, replace the State plan
disapproval remedy. In other words even if ACF imposed a
penalty pursuant to the audit process,,a non-compliant State

. would still be ‘subject to losing all of its IV-D and TANF

funding. In addition, the systems certification process is not a
clean "flt“ under the current audlt statute and regulations.
|

‘The penalty under the audit process is defined in section

409(a) {8) of the SSA. That section imposes a penalty| of between

1 and 2% of a State’s State Family Assistance Grant under TANF

for each quarter in which the State was found, as a result of the
CSE audit, not to have complled substantially with IV:D
requirements. . (The penalty is taken in the form of a]reduced
TANFlgrant CSE funding is not affected.) The penalty increases.
to 2| to 3% if the situation that lead to the initial penalty

'still obtains when the next audit is conducted and further

increases to 3 to 5% if the situation still obtains 1n the third
audit. . The penalty is. applied only if the State fails to achieve
compllance within an automatlc ona- year corrective action perlod

1

For FSA Regglrements- : } : o o t . 1

Assumlng that the 1eglslat1ve changes "deems" our systems
certlflcatlon review as falling under 452 (a) (4}, ACF would be

A ableJto place States on notice of non-compliance beginning in
'January, 1998. States would not be Subject to penalties for one

year: because of the automatic one-year corrective action period
provided for by statute. At the end of that period, 1f the State
still did not have an FSA-compliant system, we would assess a
penalty of between 1% and 2% of the State’s quarterly: TANF/SFAG
grant for each quarter in which the State fails to have a
compliant system. This would continue until the next: review, at

"which point the penalty would increase to between 2 and 3

percent. If, at the time ACF conducts the third review, the
State still does not:have a compllant system, the penalty would
1ncrease to 3 to 5 percent C - ‘i

For PRWORA Reguirements: - - . ‘ 'i

The eame procedures would be followed. for PRWORA requlrements
The earliest HHS could take a penalty would be 1ate 1n CY . 2001.
i

The table on the follewxng page shows ‘the penaltzes States would
be likely to face if they completed FSA-compliant systems within

the t1me frames shown under "Assumptions" earlier in this paper.
|
i ’ : ' ‘ ' ’ F
' ! R 15 '

e
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; ~ OPTION 3: ADAPTATION OF AUDIT PENALTY :
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S R |
| FY98 | FY99 | FY2000 | FY 2001 TOTAL | Penalty as |.-
~ | SFAG Penalty | Penalty | Penalty | Penalty | PENALTY| % of SFAG|
CA . 3,374 0 8.3 46.7 84.0 140.0 415%
MI : 775 0 1.8 8.7 0.0 11.6 1.80%
IL | 585 0 -7 ? 72 7 -7
OH 728 o] " 18 0 i0 1.8 0.25%
PA 719 Q 0 - Q O 0 0
IN 207 0 0 0 0 0 0f.
HI ; 99 0 0 0 0 0 o]
JOR % 168 0 0 0 0l 0 0
NM ! 1261 . 0 -0 Q Q 0 0]
NV * 44| 0 N 0} 0 0 . 0]
MD | . 228 0 D 0 O 0 -0
MO ch 217 0 -0 0] 0 0 0
SC b, 100 0 0 0 -0 0 0
ND ' 26 o -0 0 0 ol o
sD 22 0l ) o 0 Q0 0
AK 1 64 0] ' 0 0 0 0] . 0
DC ! - 83 - 0 -0 -0 -0 0 0
MA l 458 0 : 0] 0 .0 0 0l
i S i ;
I |

Penalty assumed to be the Ieast amount that could be tmposed under current law, i.e.,, ?

1% for the first period, 2% for the second, and 3% for the third. The penalty theoretically

could be as high as 2% in the first period, 3% in the second, an

d 5%

in the thll‘d

I ! I

1

|

s

Penalty is imposed with respect to any quarter in whmh the State fail

system for the full quarter.

1
isto have a

cerfified

! |

Calculations assume that. States are notified 4/98; States submit 'a corrective action '7

plan within 60 days; ACF approves the plan within 30 days, and, all CAPs are for one year

8/99 escapes any penalty. |

|

Effectively, this means that any State that meets FSA certification reqwrements by

'

L
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Penalty Optlon 4
Current Law -- State Plan stapproval process.

For FSA Regglremgnts: :

i

'Dlsapproval of a State’s CSE plan due to its failure to meet the |
10/1/1997 deadline doesn’t occur automatically on October 1,
1997. Action Transmittal 96-08 provides that the State has until
the end of the quarter beginning on October ‘1, 1987, i.e., until
December 31, 1997, to submit a State plan amendment attestlng to
its meeting the FSA .deadline. 1In addltlon, if a State requested
before December 31 that ACF conduct a’ certification. reV1ew, ACF
would hold the State plan dlsapproval process in abeyance until
after it had completed the review. If the review found that the
State did not have a certified system, the Stata plan disapproval
process would be triggered.
The process is set forth in 45 CFR 301. 13, and summarlzed'ln

-Action Transmittal 97-05 (April 28, 1997). Once ACF determines
that a State does not meet a State plan requirement, including -
haV1ng an FSA compliant statewide system, ACF notifies the State
of 1ts intent to dlsapprove the State’s CSE plan.

The letter of intent to disapprove containg the State s appeal
rlghts The State may, within 60 days, request elther
reconsideration or a predecisional hearlng Ourvexpexlence is
thatimost States rﬂquest a hearing. - o

" The hearlng is before the Departmental Appeals Board OCSE has
30 days to notify the State of the time and place of the hearing
and the hearing must be scheduled between 30-60 days of the
.hearlng notice. The hearing officer’ s ‘decigion is due 60 days
ftef the hearlng ‘,-\ . : : ‘
!
At any point that the State 1nd1cates that they feel that they
ars ln compliance, we would schedule an on-site certlflcatlon
revlew to determine their compliance. !

If tpe Hearing Officer‘COncludes that-the State’s plan is'notv.
approvable;~ACF moves to terminate a State’s IV-D funding

Thls process can . take between 6-18 months from the date of the .
1ntent to dlsapprove letter to the final decision to terminate
fundlng , , : , S _ !

For PRWORA Reguirements-

The same process would be followed if a State falled to meet the
10/1 / 2000 PRWORA syst:ems requirements.

" The table on the follow1ng page shows the Federal share of
States’ FY 1997 CSE administrative expenditures. Thls is an
lndlcatlon of the annual amount of Federal funds a State would

17
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stand to lose if we dlsapproved its CSE State. plan . The table‘
shows the amount of each State‘s State Family A981stance Grant
(SFAG) under TANF and the date each State started TANF. TANF
plans are good for two years; our assumption is that a State’s
TANF| funds would be at risk with respéct to ACF’'s disapproving

- its CSE. plan only when a new TANF plan was due, i.e. Tw1th1n two
years of a State’s TANF start date. For example, if ACF
disapproved Callfornla s CSE state plan in October 1998,
California’s TANF fundlng would' be at risk the follOWlng month.
on the other hand, if ACF’S dlsapproval occurred in December,
1998}, ‘California’s TANF funding would not be at risk untll
November, 2000 (assuming Callfornla submltted an approvable TANF

plan 1n NCVember, 1998) Lo e i
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OPTION 4. CURRENT LAW

($millions)

Fed. Share FY 97| State Family

TANE Start| -

10/1/98] -«

CSE Admin. Exp. |Assistance Grant] Date
CA 341 . 3,374 11/26/96
M 106 t775|. 9/30/98
L ! 76 ~ 585 71197
OH | 127] 728
PA : 75 718 3/3/97
IN ] 28 o 207 10/1/96
HI | 19 99 7/1197
OR | 26 ~. . 168] - 10/1/96
NM : 15 128] - 71197
NV . : 19 44 12/3/96
MD e 59 o 229 12/9/96|
MO ': 58 217 12/1/98
SC E 18 i 100] 10/12/36
[ND 1’ 5 - 26 711197
SD ] 4 22 121198}
AK | 15 . 64 711197
DC | 10 a3 311197
MA | 41 . 459 9/30/86

i

|

i

|

|

|

i

|

|

| ‘
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i

i

10

;9456?4-31

p.2@



_NOU-B7-1937 16:@4 FROM ACF/OFC OF PRGM SUPPORT  TO © . 94567431 P.21
i

M
[ « ‘ ‘
| e ‘ N Ch

[

% - Svstem Cbmpleticn*Plan Options - Detail-

The varloue OptlQnS differ in the degree of Federal 1nvolvement
and oversight. The degree of Federal involvement will also
“affect the degree in which the Federal government is considered
culpable or respensible for failure if the SCP doesn’ t. result in
a certlflable CSE system. ACF, in its existing role of reviewing
and approv1ng Advance Planning Documents and funding systems
development already shares responsibility for success jor failure
of the CSE automated system. TIf we consider more of ‘& pro-active
role'ln the development .of the SCP, or; micromanagement of the
process, DHHS/ACF would alsc assume more reepon51b111€y for the
system development’e success or fallure -

1

Assunptlons.

ACF eeeds to begin discussions with States regarding updates to
thelr Advance Planning Documents ‘in October 1997, before
enactment of any 169151at10n or regulatory change

For these States who have already demonstrated problems with -
syetem development, the SCP option selected would also include
system development for PRWORA reqquements

ACF will procure contract support lndependent valldatlon and
verlﬂlcatlon to supplement the Federal monltorlng and over51ght
activities.

‘scp Optlon 1 -
Ex19t1ng APDU Documentatlon, Monltoring and. Suspene1on authority

Underwthe current Btatute and regulations, ACF has the authority

® Suspend the APDU and FFP for the system’ development effort.
Suspension should be seriously considered for several of
these States, especially California, Michigan and. Illinois.
Callfornla is not operating under its approved APDU

' Develop a revised 1mplementatlon schedule and budget for
completlng the system development effort in conjunction with '
the State. In order have an approved APD and continued
system development funding, the APD must have a current
schedule and budget (see 45 CFR 307.15). Any cost increase
‘of 10% or schedule extension of more than 60 days | for major
milestones requires that the State submit an updated Ag-
Needed APDU. - . ‘

¢ Fund the State. system development effort on a phased

.%mplementatlon basis. Funding approval ‘would be llmlted to
S : .

20
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linitial life cycle methodology and additional funding is
|tied to the State’s successful completlon of those key
1mllestcnes :

3Requ1re States to submlt additional documentatlon as a
{prerequlslte to additional fundlng approvals.

l

SCP Optlon 2

Implement a more pro act;ve 1nvolvement in the development of the
system completxon plan (scp). :

13
s

ACF cpuld take a more proactive role in the jOlnt of an SCP w1th
States by: »

® Inltlatlng and schedullng a series of teleconferences,
v1deo conferences and meetings with States to mutually
develop a reasonable sCp, 1nc1ud1ng rev1sed budget and

schedule, ‘

® Commlttlng to additional technical assistance, on-site ‘

: visits and monltorlng as part of ACF’s commitment | to the .
SCP. ) ¥
.} oo H ‘

. Retaining the Secretary’s discretion to'begin the ,State Plan

Disallowance process, if States miss major mllestones in the
, SCP, seeking leglslatlon if necessary ‘

[

l
® Securing contractor support for Independent Valldatlon and
VerlflcathH (IV&V) to supplement Federal staff eﬁforts in
rev1ew1ng the States’ progress in both. establishing
‘realistic system completion plans and meeting the mllestones
in thogse SCPs. ACF has already taken steps to secure thls
contractor support as_soon as p0931ble y
| A
® Explorlng the fea51b111ty of developlng a test deck for the
'statistical information reported to OCSE. One of the new
roles for OCSE Auditors under PRWORA will be to test the.
validity and reliability of the data related to performance
measures. : : :
|

i

sCp Optlon 3

Implement GAO recommendat;ona for at-risk States ‘
I

ACF could 1mp1ement some or all of the GAO recommendatlons for
States that miss the Famlly Support Act deadllne of 10/1/97

GA0 ReCOmmendatlons
t

® Develop and 1mplement a structured approach for revzerng
automatlon pro:ects to ensure that significant svstems
‘ ’ |
I 21 i
| : :, !
t o = ' :
1 !
D
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ﬁevelopment mllestonas are identified and ‘that prOjeCt
decisions are cost-justified during the entire effort. Each
major systems phase should be reviewed and, at these
critical points-analysis, desmgn,.codlng,testlng,;
conversion, and acceptance -OCSE should, according:to
preestablished criteria, formally report to the state

- whether it considers the state ready to proceed to the next
mllestone or phase '

® Develop a mechanlsm with'which to verify that states follow
generally accepted gystems development practices during .
projects to minimize risks and costly errors. OCSE should
revise the guidance for the APDs and APDUs to ensure that
these documents provide information needed to assess
dlfferent phases of development and are consistent from. year
;o year. This information should include clearly defined

' requirements, schedules reflecting the status of how much

. data has been converted, code written, modules produced, and
the results of testing, and other measures to quantlfy '
progress, such as the amount of data converted.

® Use an evaluatlve approach for States' planned and ong01ng
‘1nformatlon technology projects that focuses on expected‘and
actual costs, benefits, and risks.” OCSE should reguire
States to implement needed system completlons for federally
funded systems when problems and major discrepancies in cost
and benefits are first identified.. If the States experience
delays and problems, and are not followmng generally
accepted systems' development practices, OCSE should suspend
fundlng until the. State redlrects 1ts approach

| ‘ .
| , , o | ‘ |

]

1
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N R LT , BT o DRAFT
f A C v - November 6, 1997
Possibla State Pesitipns/Reactions,to Penalty Oﬁtions

The follow1ng are p0531ble Stata pOSlthnS or reactlons to the
approach to CSE systems penalty options that have been discussed
WLthln ACF. Also included .are possible responses and, rationales.

|

Essentially, ACFﬁsiaﬁproaéh involves options'that‘would;‘s

fImpose a substantlal up-front penalty . ' WVQQ

; T T ‘/(Y\“? }(h”xg .
ST | o A
;Requlre the State to agree to a correctlve actLOn plan

—~Provide incentive for early c0mpletion by allowiog aLState
|to earn back a portion of the up4froht penalty and/or
slmp051ng additional 1ncremental penaltles untll the system

1s completed ¢;:r. o Af: . Ry l

[ . . M

i

'
i

This: penalty should be a total substitute for State Plan ’
Disapproval process,”the CSE systems deadllne should be removed’
from the State Plan altogether and be - replaCed with thls lesser

Eenaltx B
i O - : %

The systems requlrements are 1ntegral to achlevlng our goals
ifor Child Support Enforcament The continue to deserve the
visibility prov1ded by inclusion. as~State plan requlrements

% ACF agrees that other approaches to penalties for failure

ito meet these requlrements, i.e.,, penaltles other than

icomplete cessation of CSE fundlng, would be approprlate —

L:

‘ !
-iWhlle the deadllnes in that statute ‘may prove dlfflcult for
|some States to meet, we would not favor. removing ‘the |
‘deadlines altogether, as this would severely. set back needed
1mprovements in, States CSE automated systems.

i 3
| bow

| ) . (O R

. . . |
BRI . ‘ : i
i

'.Shouﬁdﬁ‘t impose thelpgnalty'until ypd‘give a State a thanoe to
comply with its corrective action plan. The financiall penalty
should be: applled only if the State falls to comply w1th 1ts CAP

X

i e B
L

A
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b
: ;It S 1mportant to malntaln pOSltlon that we are serlous ,
’ about CSE- system development Al CAP with rio penalty for a
| State that already has:missed’ the deadline is nolpenalty,_
’ rather, it’s merely an exten51on (of ° the deadllne BTN

, .
[

oL .' . C
B SRR "

The. penalty should be tled to the degree that the State is out of :
compllance with' Functional requlremente ACF shouldn't penallze
a State whose only def1c1ency is not hav1ng EFT/EDI to the same

‘degree as. CA.who doesn A even have a eystem.v - 3& i

. ‘The optlons that have been dlscussed w1th1n ACF assume that

.-ithere is rough correlation’ between the degree of 'a’ State's:

non- compllance and the time- that the State will need to :

complete ‘its system., Thus, the flnanCLal penalty for States

'VAthat take longer to: complete thelr systems,_l e.i those that
have a way to. gq, are higher than fo: State‘s that Wlll

*Q,ji :jcomplete thelr systems in only a'few months ﬁ’: R

]

. , PR 'iﬂ t”

- JILE the leglslatlon glves 'HHS dlscretlon, regulatlons almost 7"
'undoubtedly Wlll be requlred before penaltles can. be * B
1mposed in effect precludlng the lmp051tlon pena&tles Ahny
",leglslatlon needs. to be self- lmprementlng in order to. b :
xprov1de a tlmely response te current problems '

t'f
N 3
" IR

i

;i; ‘ .
boair o o

The penalty and’écCompenying”correctiv% action plan shpuld o

recognlze the: unlque prcblems that large States,‘and espec1allyt
. States with county -based: Chlld support programs, have * o ‘
" implethenting a. State—w1de system and adlust the CAP and penalty "

,accordlngly.ra SR AN IR T P S

-

‘VThe penalty optlons focus on results, ice., whether States'<,
%have met the 1041497 deadline for; ‘meetihg the requlrementsf_
, establlshed in the 1988 Famlly Support Act. There are a’’
';varlety of. reesons why an 1nd1v1dual State may mlss the
'deadllne.l The purpose of the: penalty optlons is to
'stlmulate the rapld completlon of these systems
T : < Lo T I . . - s i' N
;cher large States (TX NY FL) and other countywbased States ;
SWI 'NC, ) were able to address the problems they encountered -
The Statee need to have a ‘méchanism to appeal the lmpOSltlon of ‘
the penalty-u They should ‘be glven an’ appeal process at least :;J~
equal to° State Plan Dlsapproval A ST .

71: ] e e S
I . - I g - .

1
[ A .
S e
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! ’ « B i L -
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;The approaches dlscussed Wlthln ACF focus on the! current

| certification tequirements, -i.e.} a .process: that s known, .

well documented and . flexible. ‘So, the issue fer a State to :

., appeal would be. whether its system is Certlflable or; not.

'|That should be a relatively stralghtforward factual ' .

. determination. We suggest allowzng the Departmental Appeals

k~Board to hear appeals. ' . . S ‘

“'Any appeal process should be qulcker and less. complex than
the State Plan’ Dlsapproval process because the penalty is

| much smaller under'ACF 8 optlons. ' -

|- o . S

| - B ", A S ‘ £

The penalty shouldn't be retroactive to October 1. It should be

effectlve after the date of enactment of the leglslatlon. '

s +

This penalty 1s§a ‘substitute for an QXlStlng penalty the
deadline for whlch has already passed The retroactlve
‘penalty could be addressed by not 1mp051ng it-until after
the effective date but the percehtage could takel into
account .the date.. For example, instead of applying a 13
penalty beglnnlng 10/1/97, and increasing a percentage point
each quarter, the penalty could be imposed on any State not
~operatlonal as’ of 4/1/98 but the penalty would start at 3%
. ; S j : S
Penalty shouldn't be imposed on States that redquested a review
before October 1, 1997 (or December 31, 1997) but ACF didn't
conduct that review or issue the report until much later. For
those Statss the penalty shouldn't be imposed until after ACF
: _conducts the review and issues a report and then a penalty should
be lfsuEd only if State is not certlfled e . l C
A State should not be penallzed by ACF's review schedule
However, if a State is found not to have a compllant system-
{in, say, January, it's safe to assume it didn't have one .on
| October 1. ACF would propose to. 1mpose a penalty only after
i its review was: completed States that requested a review
'prlor to December 31 and which were found to have a
§compllant system would hot be subject to a penalty

A Tt
i ¥ e
‘

1
b
r '

Certification: Requlrements for CSE' systems (a) are too strict
and detalled, (b) should be performance based, (c) should be

',..{ . - . - . ;
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replaced with a flexible process that recognizes unique State
business practices; and/or (d) should be xewrltten because they
COnfllct with PRWORA requlrements. L coo

i

' The current certification requiréments, i.e., those based. on
the Famlly Support Act of 1988, have been know for a long
time and are written into almost, all States' contracts The
certification requlrements per se are not the reason some
| States are missing the 10/1/97 deadlins. Changlng the rules -

‘at this point would be a disservice to those States the met |
| the deadline. Changing the certification requlrements ’
qulckly and arbltrarliy risks losing important system
| functions. Bottom line, ACF doesn't recommend lessenlng

écertlflcatlon standards for the States that missed the
deadline “Reducing the EFSA-88 standards:at this point would:
1pr1marzly beneflt vendors, who WOuld be let off the hook for

;contractual commltments, ‘not the States
Confllcts W1th 'PRWORA - already are belng addressed ACF.isn't

'lmaklng any State conform currently to requlrements that .

' changed under PRWORA. In other words, if a certlflcatlon
“,'requlrement conflicts with a PRWORA requlrement,,e g-.

dlstrlbutlon, then ACF is certlfylng the system even if 1t
Idoesn t meet the’ confllctlng FSA- 88 requlrement

‘
A
E

i

‘ ACF has convened a State/Federal ‘work group whzch is
e currently -addressing PRWORA certlflcatlon requlrements and
1is attempting to develop performance based measures ‘and |
lprov1de flexibility in State business practices. § ACF's goal
+is to ensure. that the PRWORA certlflcatlon requlrements are
‘cost-effectlve, make good bu51ness sense, and allow States
the flelelllty of encompa531ng their own unique business
: *practlces while at the same time accommodatlng the reality
ithat CSE is a national program Wlth substantlal lntra— and.
zlnterstate connections. - :
Ai L
The penalty shouldn' t be so severe that it adversely affects a
- . State's ability to complete the project. The States are alreaqu
'1hav1ng to finish CSE system without any additional 90% enhanced
fundlng and cutting into already inadequate 80% enhanced fundlng
allocation. In effect, States_already are being flnanC1ally
penalized. »

C e e

f“
.
i
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The prOposed penalty is c0n51derably less than ellmlnatlon
of total CSE and posslbly TANF fundlng,<as is prov1ded for
under current law. ACF has attempted to calibrate the
penalty both to sénd a strong message that missing the
édeadllne was. 1mportant and to avoid creating. SLtuatlone

i

,where the program is adversely lmpacted by the penalty

i

|

%The optlons for alternatlve penaltles dlscussed by "ACF would

| not affect the . .allocation of the $400 mllllon ln enhanced
:{80%) funding under PRWORA ;

HHS should allow States to link county sg_tems together in order

to meet statewldeness rqulrement
‘ © 0 s .

FThe statute requlres a 31ngle statewmde system 1That
irequlrement derives from the well-founded belief that a
jslngle statewlde system will .be the most cost—effectlve way
?of ach1ev1ng the functionality that States will need from

'their adutomated, systems if they are to meet CSE program
,igoals and mandated proce531ng tlme frames. = |

IHHS could. accept conceptually the notion of llnklng county
 systems together provided that the resultlng system would”
‘cost no more than developing a 31ngle ‘statewide systems and‘
prOV1ded that the resulting system had the same | '
ifunctlonallty as a single. statew1de system.. . However,,HHS
iwould be very concerned about both the technlcal rand
lmanag@m.ent feasibility of such an undertakingw In effect,~

"llnked system multiplies the number of systems’ development

'*efforts that a State would have to monitor. leflcultles in
 project management ‘have been one: rof the major obstacles to
ttmely system 1mplementatlcn in a number of States.

S

%Moreover, llnklng multlple systems multiplies the technlcal

‘compleXLty of deszgnlng an overall system. Building
lnterfaces among systems is one of the more- problematlc
,areas ln systems design. In addition, linking multiple -,
|systems ‘creates data definition and data base f '
:synchronlzatlon problems that. are largely absent | from SLngle
|system develcpment efforts. For' example, An des;gnlng the.
»Ipart of a linked system that collected data for program or
‘reporting purposes, care would have to be taken to ernsure
'that the dlsparate terms and concepts used by multlple
jurlsdlctlons were somehow made - con31stent at the state

) ' Lo D PO
- . €4 »*i . N N 2
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|

ilevel. Likewise, ensuring that the data for a case that’s
;contalned in the “linking” ‘system that is shared w1th other
!jurlsdlctlons is consistent with the data. on that case in

%the cognizant county ] system presents development and
‘operational problems. " . ‘
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DEPARTMENT OF HEALTH & HUMAN SERVICES o
| : R -

ADMINISTHATION FOR CHILDREN AND FAMILIES

Ofﬂce of the Assistant Secretary, Sulte 600
'_ - 370 L’Enfant Promenade, S.W.
C Washlnoton D.C. 20447

Ms. Eloise Anderson . ; .
Director ‘ ' g : v
Department of Soc1a1 Services

744 P Street, M.5. 17-08

Sacramento, CA 95814
Dear Ms. Anderson:

The purpose of this 1etter is to notify you “that in accordance

with 45 CFR 307.40 the Office of Child Support Enforcement (OCSE)

is suspending approval of, and funding for, California's Advance
Planning Document (APD)’ for the sStatewide Automated Chjld Suppo

System (SACSS) ‘project. We must take this step heeauééﬂﬁff?ﬁ%ﬁﬁgiﬁﬁ‘ﬁ*\
California js out of compliance with the approved SACSS APD to
develop and implement a single statewide system to meet the
regquirements of the Family Support Act df 1988. ‘

Suspension of the Stata s APD is separate from the State plan
disapproval process. A suspension of a State's APD may,ba
imposed as of the date that the system ceases to comply
substantially with the priterla, requirements and other1
provisions of the APD. The APD suspension is limited to
suspending approval for Federal financial participation (FFP) at
both the enhanced and regular rate for systems development

funding approved under the applicable APD. This differs from the
ate plan disapproval process)which results from a State not
having an operational, statewide computerized support enforcement
system that meets all requirements enacted on or before the date
of enactment of the Family Support Act of 1988 by the October 1,
1997 statutory &eadline. ACF will separately make a |
determination to dlsapprove the States plan pursuant to 45 CFR
301.13, which if disapproved will result. in cessation of all
Federal payments for the State's chlld support enforcement
program.

o

| SACCS imp

n light of the recent terminatlon of the contract between the
State and Lockheed Martin, IHS and otherlproblems related to the

egulations at 45 CFR’ 307.40(a) authorize OCSE to suspend APD
approval "...as of the date that the system ceases to |
subatantlally comply with the criteria, requirements, and other
provisions in the APD." We have determlned that the SACSS did
not meet the requirements as of the date of termination w1th—%he
- Therefore the effective date!of this
suspen31on will be November 20, 1997. 4 !

Lootcm@ Mmr’hh | I
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"MS. Eloise Anderson i o
Director ' R
Department of Social Services .
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The purpose of this letter is to notlfy you that in. accordance
with 45 CFR 307.40 the Office of Child’ ;Support Enforcement (OCSE)
is suspending approvar of, and funding" for, California's Advance .
Planning Document (APD) for the Statewide Automated Child Support
System (SACSS) project. ‘We must take thls step because

California is out of compllance with. the ‘approved. SACSS APD to
develop and implement. a . eingle statewzde system to meet the
requlrements of the Family Support Act"of 1988.. W

Suepenelon of the State s APD is separate from the State plan
dlsapproval process._'A 'suspension of a State's APD may be.
imposed as of the date that the system“ceases to comply
substantially with the ‘criteria, requlrements and other
provisions of the APD. The APD suspension is limited to ~
suspending approval for 'Federal financial partlclpation (FFP) ' at
both the' enhanced and regular rate for'systems development .
funding approved . under' the applicable APD. This dlffers from the
State plan d1sapproval process which results from a State not
having ‘an operational;, statewide computerized support enforcement
system that meets all reéquirements enacted on or before the date
.of enactment of the Family Support Act :of 1988 by the October 1
1997 statutory deadline. "ACF. will separately make a |
determination to disapprove the States.plan pursuant to 45 CFR
301.13, which if disapproved will result in cessation of all
,Federal payments for the State S chlldrsupport enforcement

program. }; o B
o , :

g
\
!
o
\
\

Dear Ms. Anderson-'

im
In llght of the recent terminat;on of the contract between the
‘State and Lockheed Martln IMS, and other problems related to the

SACCS 1mp1ementatlon,.all SACSS project funding is suspended..
Regulations at 45 CFR 307.40(a) authorize OCSE to suspend APD

approval "...as of the date that the system .ceases to i
jsubstantlally comply w1th the criteria; requirements, and other
provisions in the APD." We have determined ‘that the SACSS dia’

not meet the requlrements as. of the" date of . terminatlon with the
1mplementat10n contractor. Therefore the effectlve date of this

_suspen31on will be November 20, 1997.
i

'
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. l
' ’ I
We see the need for Callfornia to submlt withln the neﬁt 30 days
‘at least two documentsg:' = - . S .
‘ ) ‘:\‘ 'ki i
- A Planning ADP ' 1
. If california chooses to start over with 1ts chlld support
enforcement automatlon effort, the State must euhmlt a :
planning APD.. Our review and prior written approval of the
planning APD is requlred for Federal financial participation
(FFP) of any planning activities assoclated with the State's
new systems effort. My staff and; ‘staff in our San Francisco
regional office are available for, and are eager to provide
consultation on ‘the requlrements of a planning APD. ACF
commits to expedltlous rev1ew of your plannlng APD -on  an
- emergency basms o ‘ i o

- "! : .

, - A Close-out APDU; - : :
It appears from your termlnatlon of the Lockheed Martln '
contract that california has abandoned SACSS as the State's

" CSE automated systems efforts. You will therefore need to
submit .a close-out' APDU to initiate closing out the SACSS
project. Durlng4the closeout process, we will determine.
which costs prevxcuely claimed at the enhanced FFP rate

‘would now quallfy for remmbursement cnly at the regular FFP -
rate. ' : ; : R '
In addltlon, Callfornla should be advmsed that enhanca%ente or
modifications to exlstlng county systems, such as implementing

. Calendar Year 2000 compliance remedies' or meeting Famqu Support
‘Act of 1988 or Personal Responsibility and Work Opportunity
Reconciliation Act of|1996 requirements, are subject to prior
written Federal approval, ‘in accordance with 45 CFR 95.611.
Federal policy is to. fund only the 31ngle statewide system belng
developed under an approved APD. You ishould not assume that we
would automatically approve requests for FFP to enhance or modify
existing systems. Iﬁ -such efforts are necessary, you should :
address them as part jof your overall systems development and
1mplementatlon .MDD.,I f‘ S f o !
We, like you, are most eager to see Callfornla move anead to
develop a fully functional and cost- effectlve single statewide
child support automated system.  In additlon to statutory
deadlines, there are'the added cons;deratlone of" delayed or
foregone child support collections resultxng from inadequate
automated systems, and*the potential additional costslthat the
State of Callfornia nay have to incur ;to malntain 1ts]exist1ng
systems. R A

P
{
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Ms. Elcise aAnderson
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If you or your staff need further clarification on any of the
points raised in this letter, please feel free to call me or
Robin Rushton, Director, Division of Child Support Informatlon
8ystems. I can be reached at (202) 260-0339; Ms. Rushton's phone
number is (202) 690- 1244. We look forward to working with you to
implement an automated system that meets the needs of '
California's children and families.

t

)
i

”Sincerely,
. [
-1, Norman L. Thompson ' i
- Assoclate Deputy Director
for Antomatlon and Spec1al Proyects

'i°
l

cc: Mr. David Ross, Deputy Dlrector, OCSE .
Ms. Sharon Fujli, Regional Admlnistrator/ACF J
Ms. Leslie Frye, Chief, Office of Child Support
¥ir. Russell Bohart Dlrector, HWDC



