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Draft answers for Post on New Hire data base 
June 14, 1999 

Q: Whether or not, consistent with the Privacy Act, is there adequate "notice" for the 
average person to really know about this data base, its uses, and what information 
of theirs is included? 

A: Each aspect of the National Directory ofNew Hires (NDNH) has been the subject of a 
detailed description in the Federal Register. The usual rules for notice of a new system of 
records were followed. Notice for the NDNH itself, including a detailed description of 
the uses ofeach data element, was given in 1997. In 1998,Federal Register notice was 
given for the use ofthe NDNH to verify eligibility for the SSI program. In 1999, 
additional notice described the matching with financial institution records that will go 
into effect in July. 

[additional information, not to state to press:] Under the Privacy Act, Federal Register 
notice is generally accompanied with actual notice to individuals. The new hire 
information comes from the W-4 form filed for each new employee. The W-4 lists 
routine uses of information for tax enforcement purposes, but does not mention the·use of 
information for the National Directory ofNew Hires, including for child support 
enforcement and other approved uses such as SSI, TANF, DI, and other purposes. 

Q: Does the federal parent locator service maintain everyone's financial records, such 
as bank accounts? 

, A: No, the federal government is not collecting or storing everyone's financial records. The 
Department ofHealth and Human Services (HHS) provides banks with lists of 
individuals who owe past-due child support'rand the banks tell HHS whether those 
individuals have accounts that could be garnished. Only the records of delinquent parents 
are sent back to HHS, which then transmits the records, within 48 hours, to the 
appropriate state, which will collect the child support. After 90 days, HHS destroys the 
match account records. Some smaller banks work directly with states, and do provide 
customer information to the state agencies to perform the matches. 

Q: What is the responsibility of the Federal government to make sure the States are 
handling the child support data properly? 

A: For data that comes from the National Directory ofNew Hires,States are bound by 
Federal law to ensure that child support data is safeguarded. Under the Child Support 
Enforcement Program, States are required to have protective measures in effect to 
safeguard personal information being transferred and received from the Federal Parent 
Locator Service. As part of the certification process for the State plans, the Federal 
government reviews States' systems to ensure that they meet these and other ' 
requirements. A State cannot participate in the child support program, or'receive TANF 
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block grant funds, without having a certified State plan. In addition, State child support 
agencies are subject to periodic IRS audits which also review the States' procedures for 
safeguarding data .. 

States collect quarterly wage data and maintain information on unemployment insurance 
claims independent of the child support enforcement requirements. More discussion is 
needed on the proper level of privacy protections for this data that can and should be 
enacted at the Federal level. 

Q: 	 Is the NDNH, and the expansion to use of private banking and financial data, in 
conflict with the President's May 4 speech on privacy? 

A: 	 Individuals should have a choice about whether the information they share with a bank or 
other financial institution can be used by the institution for other purposes. To make that 
choice effective, consumers must have notice about how their sensitive personal 
information will be handled. Ifpeople don't like a company's privacy policy, they can say 
no or take their business elsewhere. 

By contrast, individuals don't have a choice about whether to pay taxes or court-ordered 
child support. That's just the law. The 1996 welfare reform act contained a number of 
proposals made by the President to help locate delinquent 'parents and garnish wages and 
bank accounts for the child support they owe. These new efforts identified 1.2 million 
deadbeat parents during their first year of operation and contributed to a record $14.4 
billion in child support collections in 1998, up 80 percent since 1992. 

The President, in his recent speech on financial privacy, said that the Framers of our 
Constitution knew that "definitions offundamen~al things like liberty and privacy would 
change, and that circumstances would require people to rise to the challenges of each new 
era by applying the old values in practical ways." Our child support collection efforts 
support needy children and ensure their parents follow the law while preserving the 
security and privacy of our data, truly applying the old values in practical ways. 
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USES OF THENA TIONAL DIRECfORY OF NEW HIRES 

INTRODUCTION 

The Child SupponPerformanc:e and Incentive Act of 1998 (P.L.I05-200) requires the 
Secretary ofHealth and HllllWlServices (HHS) within 90 days after the date of . 
enactment of the Act, to notify the Committee on Ways and MeaDS of the House of 
Representatives and the Committee on Finance ofthe Senate ofthe specific purposes fo!' 
which the new hire and the. :wage and unemployment compensation in!Olmation in the 
National Directory ofNew Hires (NDNH) is to be used. ­

BACKGROUND 

Sections 452 and 453 of the Social Security Act (the Act) require the Secretary of HHS to 
.establish and conduct the Federal P~t Locator Service-(FPLS)..The FPLS isa 
computerized national location network ",iUch provides address and social security 
numberwonaation to State and local Child Supporragencies for the purpose of locating
P8rents to establish or enforce a child supponorder and to assist authorized persons in­
resolving parental kidnapping and child custody cases. Section 453 ofme Act, as 
amended by the Personal Responsibillty a..'ld Work Opportunity Reconciliation Act of 
1996, and the Taxpayers ReliefAct of 1991, directed the Secretary to ~xpa.'ld the FPLS in 
order to improve States' abilities to locate parents and collect child support. 

The expanded FPLS includes the NDl'.'H, which became operational October 1, 1997, and 
the Federal Case Registry ofChild SuppOrtorders (FeR). which \\fill be operational 
October 1, 1998~ The NDNH contains new hire information on employees; quarterly 
wage data on private and public sector employees, and information on unemployment 
compensation benefits. The FeR is aFederal data base that will contain identifying 
information'on ail individuals involved in cases\\tbere. a child support order has been 

-' 	 established or modified after October 1, 1998 and on all individuals involved in cases 
whel'etbe State is providitlgchild support.services pursuant to TItle IV, Part D of the Act, 

, _ 	 i.,. :. _.' '.~ ':·WhCther or not'an order has beenestab1i~ The FeR wilJcanuUnabmaCts ofsupport 
;:; ...... T:.·:·::; ;;",::;~~·>.·;:~oiderScaDtf6ther ii.Uormatiol{descii~d ~':s.CC#~~_4.53(h)(2) ofth~ .J\cf~th respfi:ctto .­

ff:J%{~;;1;f:ltiil!1ib~lft~~~~~~t~~~~~1(~~ ..••.................. 

,,' 	 • _.,' '. ': .. l" • ' .. The purpose ofthe FeR is to aSsist stateS iri·3diniriistering Title IV·D (Child Support) 

programS' and.11t1e IV·A (TemponlrY)~~~pe.toNee~y Families) programs under the 
.'. ,Social Security' ACt. The FeR isinteiuied to be Used in conjunction with the NDNH to 

assist StateS in identifying individuals'with child support obligations who are working in 
other States. 	 ., . . .. 

2 

http:TemponlrY)~~~pe.to


-c---.--~.-

'. OCSE . 202 4131 5553 P.07'· 
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The NDNH and FeR databases ""ill conduct automatic data matches aga:io.ST. each other 
on ~ on-going basis. These automatic matches will enable the FPL.S to determine ifa . 
newlyhlred employee isa participant in a child support case or order anywhere in the 
country. These automatic matches will'aIso enable the FPLSto aim St1tes when other 
States have registered the same individuals in cases or orders on the FeR. 

USES OF THE NATIONAL DIRECTORY OF NEW HIRES 

With limited exceptions .. an requests ~or NDN'd information must be made through the 
State Parent Locator Service (SPLS) ofa particular State. The uses ofinfonriation 

. contained in the NDNH, as a component ofthe expanded FPLS. are specified in section, 
.453 oftbe Act, as amended by the Person81 Responsibility and Work ,Oppo.rtunity . 
. Reconciliation Act of 1996, the Debt Collection Improvement Act of 1996. the Balanced 
Budge~ Reconciliation Act of 1997, ~ TaXpayer Relief Act of 1997,the Adoption and 
Safe Faniilies Act of 1997, and the Child Support PerfOlmance and Incentive Act of 
1998. " ....... . 

Information from the FPLS, incJ.udmg l'1'DNH informatiol1t may be requested for 
the foUowing speeified purposes: 

I. Child support purposes~ 'whieh iDclude:' 

=> establishing paternity; and 

=>.establishment. modification. or enforcement ofchild support obligations (section 
453(8». 

• 	 The. followir.g a!lthOrized persons may submit a request through tbe SPLS 
. pursuant to section 453 of the Act for child support purposes: . 

. . 	 . 

. ' ,0 . the agent or attorney ofaswe baving a duty or'authority to collect ch1ld a.'1d 
'....., ..... ' spousal support (section 453(c»); . . 

, 	 , ' ~ , .' ..... :."-~~., ..-'. ';. . . , ,:..~ ':. ,i";":; -.: • ~;. ' --.' ';; . - - ,. :,.'" \'/.:: 

.. . ..::..;.'>;;:~.;~.c·~:·O'· :'-8 reSideilt'pareni:·leg&Jguanrum. anome{or agent of a child not receiving 
. '., ::.' TitleIV~A (TANF) benefits (Section 4S3(c»; 

• 	 __ '~~~_. "d ""~".'" ,. • • ',',_:; ,':' ",... • _, •• '.: ': ':. , • "'. '. 

", ... , .. 0;, StaieChild S~pport agencies (section 4S3(c)} and section 453(j){3». 
, .' ; '.. 	 . 
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n. Location olan individual who bas or maybaveparentalrights to a child: ' 

, .. ' A State child ~'etfare agency operating under Titles.IV-B oi'IV-E may submit a 
request tb..i'Qugh the 8Pt,S for tliis pUrpo~e. (section 453(c». 

'" 	 m Enforeementor determination ofchild c~tody punuanito section 463 orth~ , ' 
Act, which includes: '.' , 

, ~makingor eoforeing :a'~hild cuStody or visi~~on cletermi.nation; and 

, 	~', enforcing any 'Federal or State law regarding the unlaWful taldng or restraint ofa 
'child., ' 	 " , ' ' , ' 

• 	 The .folloWing-authorized persons may submit a reqUestth.~Ughthe SPI.-S , ' 
Pursu,aUt to section ,463 of the Act ~r these purposes: ' 

o 	agentS or ,~omeys of ~State who ,have the duty or authority to investigate. 
enfon:e:,Qr proSecute the unla"Wful takUlg of a child,,'or to enforce .',child' 

, custody or visitation determination; and 
, 	 . - ,. . 

t. 	 " 

o 	a ,COurt or agent of the court with jurisdiction to make or enforce' a child' 
, cUStody or visitation determination (section 463(d)(2)anci section ,463(a)). 

o 	aaents orattomeys~ftheUnited. States who ~ve the authority or duty to 
investigate, enforCe,'or prosecute the Unlawful ~g or restraint of a, chil~ 
may submit a request for iDfonnation directly to, the FPJ,.S. (secQoll' ; 
463(d)(2) and section 463(a» , , 

IV. AdmiDistr.ltion of the Title IV-APrognm: 
~ ,"" 	 • t 

,~ ,,'.:: StateJV~~,agCnciesmafreceiveinformation from the NDNHin thefonnof a data 
!~: ,'; ,', ",' 

< 

'::,,::;-S:~ fron(tbeFPLS,when the SeCretarY'detenniJies that such a match Would ,,' 

. 	 I~~~~ 

~; '::" . ,; ;': ':;;<':'i:~:<:1;heSocia1 SecUrity Admicistiationri:Uty receive iiifonnation directly from, the 
.:- ',',_',,', See~etarY,:_offfllSforthe purPose ofverjficatioll o"fnames. $oci~security,

" 	 ';~n~perS:Dild :biith datesofindividwls on the NDNij (section 4S3G)(1». 
, Vl.Admbrlstr,atiOnO! the Social Security Program 

4 
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• 	 The Social Security Adininistration may receive information directly from the 
NDNH for purposes ofdetermining entitlement.andlor continuingeligipilityfor 
Title II and Title XVI b~nefits. Beginning in October of1998, SSA will match 
NDNH wage and unemployment compensation data against its Title XVI payment 
file to detect unreponed changes in income. (s,",ction 453(j)(4)),' .' 

VII. Tax Purposes: 

. • .' TbeSecn:tary ofme Treasti:rymay recei~e infonnation. through clara matChes. 
directly from the ~'PNH for the puzposeofthe adniinistration ofFederal tax laws. 
(section 453{h)(3) and se,ction 453(i)(3». 

VIn.lnternational child abduction purposes: 

• 	 The United States Central Authority UDder the Hague Convention on international 
. child abduction may receive information directly from the FPLS; upon request, for 
the purpose of locating any parent or child on behalf of an applicant to the Centlal 
AUthority in a child abduction case. (section 463(e». 

, IX. Researeh purposes: 

• R.esea.."'Chers may receive data directly from the FPLS. without persona-': identifiers • 
. for research purposes found by the Secretary to be likely to contribute to achieving 

'. the purposes ofthe Title IV-A or Title N·Dprograms. (section 4530X5»). 
, 	 ' 

CONCLUSION 

Information contained in tbe.NDNH, a component of the FPLS. may only be disclosed 
for purposes authorized by Federal legislation. and to legislatively specified persons. 
Applicable Federal. statUtes, Office ofManagement and Budget (OMB) Bulletins. Federal 
Information PrOcessing Standard Publications. and HHS policies estahlishspecific 
reql.iiremCnts for coafidentiality, integrity, and availability ofinformation in the expanded 

. ,.' FPLS~', Safeau3rds that support legislation L"'C in place'to ensure the accuracy ofthe 

;, 

. 
" , .. ' ,', ~: expandCd FPLS infoImauon and to restrict acCess to' authorized persons only. for 

'-:~',; ~orizCdpW:Poses;,:" ,.,.<" ..,:': :;:"'/:-"~~~:"~>,~._':" ',' , ,,,' , , : 

':::i~~~i~~~~~i',l;:':r';:j\~~//,:;~~,;:~/~ ':";~:'{':i;";;" .... ",. .-.- .. .. 

'. " ;.:.... 
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"'.;. l!1l Steve,.Forbes, the pdblishing magnate who unleashed his 

..,. !'Sonal wealth on Republican,Bob Dole four years ago .to the tune 

of $40 million and is preparuig to do the same to Bush~, ' 

Bush will have the resources to strike back. ':IfForb~~ were to : 
come out wi)h'anad on Tuesday night that said George Bush eats ' 
worms;,by Wednesday night Bush would, have a worm testifyingit's' 
not true," said Charlie Black, a campaign adviser to the Texan. 

Matching funds come from the optional $3 check~off on fe'deral 
income tax forms. Candidates who receive sufficient fmancial, 
support from around the country qualify for this public subsidy, 
which supplements their campaign coffers. In forgoing the taxpayer 
support, Bush is banking on the hope that he can boost the record 
$37 'million he raised through June 30 to, more than $50 million by 
year's end. 	 " ' 

If he abided by thelirnits, he would be allowed to spend only $40 
million on his campaign. " 

Unless funds suddenly dry up, that $50 million goal should be a' 
breeze. On Wednesday alone; Bush swung through Maryland and ' 
Virginia and raised $1.9 million about as much as some rivals have 
collected all year long. 	 " " 
. A review of the FEC data conducted for the Times and CNl'l' by 
the non-partisan Campaign Study Group shows that more than half, 
of Bush's donations during the flISt six months ,of 1999 came 'fro.m, , , 
just three states: Texas (31'.5 percent), California (11.6 percent) and " 

' 	 '.'. " 

Florida (8.4 percent). '" ' 
The av'eragecontribution to t116 Busbcampaign was $4q6.69, bu~ 

the vast majority of donors gave the, maXimum $1,000. In conti'asi" 
Gore's average contribution was $114. ' ' 

Bush received $57,350 from residents .of Hong Kong' which is , 
legal as long as the givers are U.S. citizens a sum' that exceeded' 
Elizabeth Dole's,take.iri37 states. ' 

Other highlights from the reports, which flesh olit figures released 
two weeks ago: . " 

, Most of the 10-candidate Republican field l~cks the resources to 
participate in the spending spree betWeen Bush and Forbes. ' 
Partic)llarly troublesome for some candidates was cash'on hand.' , 
Former Vice President D'¥l Quay,lereported $129,006 cash on ' 

, hand, along with debts totaling roughly $629,0,00. 
, Forbes also reported,more debts than receipts, but he can 'keep his 
campaign solvent with personal checks. Alreaay,'Forbes has 
pumped $6.6 million of his own money into the contest. ' 

Just more than a third ofBradley's contributions came from just 
. three states New York, New Jersey and Connecticut where many" 
voters would have followed his career as a'New York KnickS' 
basketball.star. He also, represented New Je~sey for three tenns in 
the Senate. , 

Bradley's ability to raise $11.7 million in the flISt half of the year 
, 'and conserve the vast majority of it contrasts with Gore's . 

campaign, which spent more than $8 million oihis $ 19.5-million 
take., " , ' . 

"This continues the concern that thevice president's campaign is 
, not all that steady," said one Democratic strategist, noting the 

'. ',Although' tlle ov~raurate re~ult:o u.u,,;l.4r,t...., ..." .."'."....~ .... ~~. ~ 
iliflation rate whith'excludes ~olatile enerkyand foqd prices rose 

,0.1 percent, the same asiD. May. But even that was below forecasts; 
'anaJysts had thought it woul~ go up 0.2 percent. , 

Corning atop a string of other reports that show Americans 
continuing to work, ,earn and spend at a robust rate, the new 
iDflation numbers make it'increasinglY likely thatthe 1990si 

, 

economy will clinch the record for the lqngest boom in O.'s. history 
early next year. . , ,. . " 	 . 
' Most mediately, analysts said, the numbers leave the Federal 
Reserve with little new reason for raising interest rates to keep 
prices from taking off. The central bank nudged rates up two weeks 

,ago, warning that wages and prices might be aboutto climb. 
. ',' It's hard toflOd e'l(en an inkling of inflation in these numbers or 

'even see where it would come from," said William Cheney, chief 
economist with Jolin Hancock Financial Services in Boston. 

Americans have grown accustomed to getting surmy economic 
news, but the l~test reportS still contain some surprises. Although' 
car sales climbed 8 percent in the three-month quarter ended in June 
to record highs, prices, fell 0.1 percent on the retail level and 1.3 , 

, percent at the wholesale level in June alone. 
"Caii you imagine that? They actually declined," said Kathleen 

CamillI, chief economist 'with Tucker Anthony Inc. in New,York. 
Or take the nation's serVice'sector, long considered insulated from 

the global competition thought to be holding down product prices. 
Although the new CPI report shows service prices rose 2A percent 
overthe'last year, that was theslowestannual increase in three 
decades~ , " ,:, ' " ' 

"These are surprisingly good numbers, especially given the 
,exceptionally tight labor markets,",said Rajeev Dnawan, the ' 

"econonlic fore:~asting director with the U~iversity of California, Los 
,.,: . Angeles' Anderson SchooL "Normally, with markets tight and 
' . wages rising, you would expect higher prices, hui'we are not seeing 

them." ' ' 
' , ,',' In fairness"inflation has not vanished aitogether and by some' 

~ 	 measures may be picking up steam. So farthis year, consumer 
prices have risen at a 2~2 percent annual rate, compared to a 1.6 
percent rate in 1998; their slowestpace since the mid-1980s. 

However, the core infl~tion rate shows signs of slowing. Core 
inflation has risen at a 1.6 percent annual rate this year, compared to 

' a,2.4 percent rate in 1998, and is on track to rise at its slowest pace 
since 1965, according to government officials. 

Energy, especially gasoline, prices have played a crucial role in 
freezing the overall inflation rate in recent months. After jumping a 
record 15 percent in April, gas prices reversed course and tumbled 

. 2.7 percent in May and another 3.2 percent last month. Airfares, 
which are closely tied to energy costs, followed a similar pattern. 
Fares, which rose 12.5 percent in the five months ended in April, 

' fell 4.8 percent in both May and June.' ' . 
" ',But analysts warned that the energy price decline has ended in 
' recent weeks, and that a renewed rise in gasoline and oil costs are 
likely to nudge July's inflation rate. . " , 

"June is the last month we'll, see flat ihflation. Next month's 
heavier overhead of Gore's operatiop. ,,' ,'numberwill be up because energy will be up," said Mark Zandi, 

The Gore camp~ign, h~weve~, si:\id it was pleased with its, " 
'fmanciai,.position. "We've hit our goals, we're on our plan and on : 
our budget," said spokeswoman Kiki Moore. ' " 
Bush's decision to forgo matching funds and avoid federal , .. , 
constraints could have the most dramatic effect in the early-voting,' ' 
states orIowa and New Hampshire. The spending caps are bas(!4 on 
voting-age pojmlation; in California, even Bush and Forbes would' 
be hard~pressed to spend the full $12.5 million allowed. 
.: But even relatively poor candidates can quickly flOd themselves 
pushing against the limits in Iowa with a $1.1 million ceiling and. 
New Hampshire's limit. 

Bush's decision also could increase the likelihood of future 
candidates bypassing th,e system of presidential campaign spending 
limits instituted after the Watergate scandal. 

Consumer Prices Remain Level'r~r S~condConsecutive Month 
By Peter G. Gosselin 
Los Angeles Times' , 

WASHINGTON In a convincmg show of the United States' 
ability to dodge the troubles that usually plague economic 
expansions; the govf?rnment .said Thursday that consumer prices, ' 
'stood still in June for a second consecutive Il')onth. 

Govemment officials said falling gasoline and airline ticket prices 

' 

offset rising medical and tobacco prices to keep the 'Consumer Price' 
Index, the'nation's most'widelywatched inflation measure; from , 
budging even the small amount that'analysts had predicted. , ',c 

,J, 

, .; 

chief economist with Dismal Sciences, Inc. in West Chester,' Pa. 
The near absence of inflation in recent months'has helped push up 

working Americans' p.urchasing power. A separate government ; 
,report Thursday showed that workers' average weekly earnings after 
inflation rose, O~7 percent in June, their largest gain in 17' months 
and more tha.. double May's'0.3 percent mcrease. ' 
,E1at inflation has also been a boon to Americaninves~ors, but onl) 

, modestly so Thursday.Both the Standard & Poor's 500 inde~'and 
the Nasdaq Composite Index rose slightly, ending the day at record 
levels. ' ' , 

" , The S&P gained 11.45'points, or 0.8 percent, to close at 1409.62. 
The technology-heavy Nasdaq was up 21.24, or 0.8 percent, to 
2839.37. The Dow Jones Industrial average remained below its 

' record high, closing up 38.31 points, or 0.3, percent, at 11186.41. 
Bonds remained largely unchariged. ' 

Analysts said that investor caution was explained partly by recent 
. e:gergy price increases, which some' see as signaling a comeback of· 
"depressed Asian nations that will begin competing again shortly 
with the United States for resources and markets. They said it may 
alsO' be because a portion of the apparent improvement in inflation 
is the result of changes in the way Washington measures price 

, '~"ds' rather than ~, actual slowing of price rises. 

..' .,'. , _..... - ....---.....' ------------------­
Privacy Rights Clash With Child Support Collections ' 

By Edmund Sanders . 

Los Angeles Times, , ,
' 

. ',\, 

I 	 .'." 
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.. LOS .AN9ELES Scores ofCalifomia banks, thrifts, credit unions based trade dispute. Earlier this' year, the ~.S. dec\at~" % 9"'..., "% ~ 

and life insurers have begun tLiming over confidential infonnation impose sanctions on European goods because of a ban ou ~ ~, i6 <6 


about their customers including account balances and Social raised American beef.' . " 

Security numbers to state offiCials in an effort to comply with new Why the divergent attit;udeson the two sides of the Atlantic? 

a federal law designed to catch parentS who fail to pay child , Americans are more ignorant ofthe science; get less'news of the 

support.' 	 , , issue; and are more trusting of government regulators than their ' 

The program, which took effect this spring, requires fmancial European counterpartS~ conclude researchers at the London School' 
institutio,ns nationwide, to help locate so~called "deadbeatparentS" " . of Economics and London's Science Museum who conducted public 
by searching theircustom~ databases every three months for ,opinion surVeys in 1996 and 1997 in the Unit~d States and.~7 "", 

, 'matfhes against state-provided lists o{child~support debtors~ If , European countries., ' , ' . , ' '; , 
matche,s are found, thenames, account balances; and o,ther ",The Europeans may see genetically modified 'food as' 'menacing". 
infonnation must to given to state officials; who can th(!D seize the becau~e of a v~riety of food safety scares in Europe incl!lding an' 
assets. outbreak of mad cow disease in British beef, which led to the large-

But in California, many small community banks and credit unions ,'scale destruction ofbeef herds in parts of the United Kingdom. And 
· ,say they can not afford the time or the technology necessary to ' 'they were l~ss likely to trusttheir own country's regulatory ag~ncies 

check millions ofcustomer records regularly, and unlike some other than enviroIunental groups;,which have led protests against . 
states, California is not helping fmancial institutions shoulder the genetically engineered crops. . , 

, costs. As a result; about half of the participating institutions are Americans, however, indicated a high degree of confidence in 
taking advantage of a provision that enables them to siIilply hand U.S. reguilltory bodies that have declared biotech foodS safe 84 
over the names and accoUnt ,balances ofall their customers; forcing , pe,rceiltof responders said d+ey had at'least some confidence ~ the 
the state to look for matches itself. ' ' Food .and Drug Administratioriand 90 percent in the Department of, 
, In California home to some of the mition's toughest la~s, Agriculture. " , 
protecting individual privacy from government int;rusion the new The studies in Scidnce describe new'techriiques in biotechnology 
program is rai,sing redfl~gs., "..., that allow an increase in the nutritional properties of comm~:lO.foods 

"This is a further impingement on the confidential natUre of those " by taking ge~es from 'one speCies and, implanting them in another., 
records," said Beth Givens, project director of the Privacy Rights American farmers have already embraced the frrst wave of " 
Clearinghouse in San Diego. "The option of allowing a bank to products,mostly changes in a singl~ gene, producing'plants that 

, provide its entire customer database to the state shouldnever have contain their own pesticides or that sUIVive spraying with a 

been allowed." " common weedkiller. 


Though Givens said sheissympathetic to efforts to collect However, scientists arerej:>orting success in more complicated 

delinquent child support, she worries that the program will, . gemitic transformatio~,$at alter the quality of the fmished food 

compromise the privacy ofmillions of Califorruans who have done products themselves boosting the protein content of grains,

nothing 'Wrong. . ' '. " ,'." . . ' , improving-the quality of vegetable oils, andintroducmg nutrients .' 


The goal,oflaw . knoWn as the Financial Institution Data Match ": that may prevent cancer and heart disease. In developing, countries, 

program is to stem the rising problem of delinquent child sUpp'ort~ 'agricultUraI.biotechnologY' could bririg crops th~t can be 'grown on 


, In 1998; CalifoL!lia parents failed to pay $8.7 billion ili court-' . 'marginal land crops that are resistant to droughts and pests and 

, ' ordered child s'upport. " .' , ' , require little fertiJizer. ;'" ,,' , 


Under the program, bank account infortniltio~ is sent to the state ~ith an eye toward what has happened in Europe, the 

, Franchise Tax Board. Though the , tax agency already collects some biotechnology industry has gone on the offensive pointing out the 


infonnation about taxpayers' bank accounts,the new program benefits of the genetically engineered crops and rebutting safety 

sigD;ificantly broadens the scope of individual fmancialinfonnation' issues raised by some scientists and environmentalists. 


· the tax board receives, and provides the data on a more timely basis. Earlier this week, U ;S. Secretary of Agriculture Dan Glickman" 
Officials at the tax board said they would only use the new defended the American regulatory review that has led to approval of 

infoImation for the ptirposes of collecting past-duechlld support. about 50 genetically altered plant varieties: However, 
The agency says it will keep the data confidential and vowed not to , acknowledging growing consumer distrust, he announced that he 
use 'it for tax collection purPoses, such as verifying tax returns or would establish aI1indePen~ent sc~entific review ofbiotech plants ' 
identifying tax dodgers. ',' , ' " and genetic.d1y modified livestock. " 
, 	 "We deal with aII,ldndsofvery personal information already," " Arid qlielcrnan seemed'to accept the iz!.evitability of some kiIid of 

• 	 said Denise Azimi, a spokeswoman' for the tax board. "It's very labeling 'of genetically modified products, a positionppposed by $e 
secure and we could'not use it for tax administration purposes." industry. "Many',observe'rs, including me, believe some type of 

The law, however, does require the tax board to share the ,,' infonnationai labeling is likely to happen," he said. "But I do 
· infonnation with local district attorneys who also are working to , believe that it is 'imperative that such labeling does not undermine 

collect delinquent child support. But Azimi said the tax board only trade." " 

would give the DA offices bank accoUnt infonnation about 


, 	 ,, individuals who owe child-support and not, release 'the more , . --_ ... _....._-------------­
comprehensive customet,lists'it receives. , Longshore Workers, Shipping Companies Agree to New Labor.' 


So far,.191 of the state's participating fmancialinsfitutions are Coptract ' ' , 

screening their records the,mselves and 197 are turDmg over their By Dan Weikel., 

entii'e customer database to the ~tate, ' Los Angeles Times' . " , , 


Longshore workers and shippmg,companies agreed to a new labor 
, .-------..__....... _.....-_..._---_............... .' <:ontract late Thutsday,clearing the way for the resumption of 

Public Distrust Casts a Clou~ Over Biofoods' Progress noi:tnal cargo operations at West Coast ports tliat have been plagued 
By Paul Jacobs . by work stoppages and 'slowdowns for the iast 10 days. 
Los 'Angeles Times After almost two m~nths of bargaining in San Francisco, the 

A new wave of geneticil1ly engineered crops c;:.ould bring about a powerful International Longshore and Warehouse Union and the 
second Green Revolution to feed ~ growing world ,population, but Pacific Maritime Association conciuded a newthree~year contract 
public distrust and a movement to ban the foods threaten to stop the that will affect more than:' 10,000 do.ck workers in California, 
new technology in its tracks, according to research published in . Oregon and Washington.. . ' , , , 
Thursday's edition of Science. With tensions running higli, th~rehad been considerable fear that 

In a'survey of consumer attitude's, the;researcheis' probed a : ':, " ' ,the West Coast was headed toward its frrst dock strike since 197J'. 
· growing fear of genetically engineered foods; particularly in'Europe West Coast ports, whi~h now handle cargo worth an estimated $280 

where several super:narketchains, responding,~o public dis~st,bi1lion every year, are critical to the nation's economy. 

have pledged to rid their shelves of the frrst generation of such Details of the new agreement were unavailable Thursday,'but 

products. , , " . ' negotiators said it offered increases in pay, health insurance, and 

,In contrast, U.S. consumers hav'eg<:merally ignored protests from pe~n benefits for future a~ well as current longshore retirees, 

some environmentalists and accepted the genetically engineered . some ~fwhom now have pensions as low as $240 a month. 

,crops. A majority of the soybeans and a substantial share of the com "I think this is avery good agreement for the ILWU and the 

planted this year contain gene's from other species such as bacteria. Pacific Maritime Association," said Joseph N .. Miniace, president of. 


· 	. The difference in attitudes underlies growing trade tensions across the West Coast'slarge'st shipping association .. : 'We had almost two . 
the Atlantic, A number of Eutopean governments have called for . , weeks of work slowdowns; and we've been, working until. 3 a:m. the 
labeling arid the issue could become the center ot <mother food- . 
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Joint Presentation by OCSE and SSA 
, 

Office of Management and Budget 

July 15, 1999 



Federal Parent Locator Service 

(FPLS) 

FPLS System Consists of: 

1. 	 National Directory of New Hires (New 

Hire, Quarterly Wage, and Unemployment 

Data) 

2. 	 Federal Case Registry (FCR) 
• 

3. 	 Multi State Financial Institution Data Match 

(MSFIDM) 



-w*,: 

. Legislati~tlfuthority 

PRWORA 453 (j)(4) 




Why We're Here 


• Discuss SSA's Request for Real Time Access to 

the National Directory of New Hires (NDNH) 


- Does SSA have adequate measures to protect data? 


- Will over-exposure threaten the NDNH? 


- Will precedent create other requests 


for real time ac~ess? 

- Will management and performance 


ofNDNH be impacted? 




Background· 


• SSA Management Identifies SSI Program as . 
High Risk 

• SSAMust: 

- Improve Payment Accuracy 


- Prevent Overpayments 


- Eliminate Fraud 


• Pressure from GAO to use NDNH 



Current Computer Matches 

with NDNH by SSA 


• 	4 Comp.uter Matches Conducted 

September 1998 	 QW 150,711 Alerts 

UI 8,715 Alerts 

December 1998 	 QW 126, 337 Alerts 

UI 7,310 Alerts 

March 1999 QW 71,805 Alerts 

UI 6,460 Alerts ­

June 1999 QW 121,862 Alerts 

UI 8,478 Alerts 

• 	Data (Alerts) returned to SSA field offices for 
further investigation 



Why Real Time Access? 


• GAO encourages use of online data checks 

•. GAO. report recommends use of NDNH 

• $100 million in annual overpayments due to 
. unreported wages 

• Only real time access can help prevent 
, overpayments 



SSA's Proposal for Real 

Time Access 


• Current computer matches "are good at 
identifying irregularities on existing SSI 
cases. 

, " 

• Real time access would assist in verifying 
" information o~ new applicants and requests 
for changes by applicants. 



SSA's Proposal for Real Time 

Access 


• Conduct real time pilot in 50 SSA field 
offices for 60 days 

• Evaluate results 

• 	If successful, rollout to all 1,300 field 
offices. 

• Provide access to 20,000 employees. 



OCSE Concern 

• Does SSA have adequate measures to' 
protect the security and privacy' of NDNH 
data? 



Response to Privacy & . Security 

Issue·s . 

. OCSE has reviewed SSA security measures 


• 	 "Notable Improvements" since 1997 Price 

Waterhouse Report 


• 	 Aggressive and sophisticated state of the art 

security system 


• 	 Anomaly detection, audit trails and exception 

reporting mechanisms alert management to 


. questionable activity 




Response to Privacy & Security 

Issues (continued) 


• 	 "No Browsing" c"apability built into NDNH online 
system 

• 	. Strong sanctions in place for mis~se of data 

• 	 Data privacy is an SSA agency culture 

• 	 Full participation by OCSE" in monitoring and/or 
audit· 



OC'SE Concern 


• Could the over exposure of the NDNH by 
SSA threaten its existence? 

- "Online Access" perception 


- Concern by privacy advocates 


- Washington Post article 


- On-going scrutiny 




· OCSE/SSA Response 


• Congress authorized SSA to access NDNH 

• SSA has met OCSE's security requirements 

• Balance benefits versus. privacy concerns 

• Minimal reaction to the Washington Post article 




OCSE Concern 


• What precedence does this set for other 
agencies who have or want online' access to 
NDNH? 

- Child Support Enforcement Agencies, IRS, Department 
ofEducation 

- Security Implications 



OCSE/SSA Response 

• OCSE is developing strong security 
requirements that agencies must meet 
before they will be granted access 



OCSEConcem 


• 	 What impact will this have on the overall 
performance of the FPLS system? 

-	 Degradation 

OCSE/SSA Response 

• . SSA and OCSE agree that OCSE's needs are a 
priority 

• 	 This provision is included in the SSA/OCSE 
MOU 



• 




·Further Steps Needed? 

• Brief Domestic Policy Council 

• Congressional Staff 



Michele Ahern 
06/09/99 04:09:09 PM 

Record Type: Record 

To: Peter P. SwireIOMB/EOP@EOP 

cc: See the distribution list at the bottom of this message 

Subject: GAO Reports on Data Security 
. ' 

According to HHS, GAO issue~ two short reports in December 1998 related to NDNH. Both reports were 
required by the 1998 Child Support Performance and Incentive Act. The first one might be what O'Harrow 
cited. I will fax both reports to you. 

1. Child Support Enforcement: Information on Federal and State Databases - GAO was required to 
report on the purposes and manner in which the information maintained in the Federal Parent Locator 
Service and the State Directory of New Hires had been used, and also to examine whether these 
databases have adequate 'safeguards to protect the privacy of individuals. 

The report cit~s concerns with the security of SSA's computer center that were identified by a public 
accounting firm under contract to SSA's IG in November 1998. The report cites HHS as stating that it will 
continue to work with SSA to ensure that expanded FPLS data are handled securely. 

2. Child Support Enforcement: Issues in Establishing an Instant Check System on Child Support Orders 
- This report looks at the feasibility of a system which requires employers to automatically check new hires 
against a federal child support case registry, as an alternative to the NDNH. The Administration had 
initially considered such a system, but decided against because of some problems that it posed. 

HHS believes that Congress requested this report around the time that the 1998 Child Support 
Performance and Incentive Act was being debated and questions of NDNH data retention were raised . 

. (This law, which was passed in July, established the requirement that the NDNH data be destroyed after. 
two years.) 
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Record Type: Record 

To: Peter P. Swire/OMB/EOP@EOP 

cc: See the distribution list at the bottom of this message 
Subject: ED Budget proposal on NDNH 

Attached is a set of Q&As from EIML on expanding the use of NDNH. Although we 'do not expect 
O'Harrow to inquire about the FY2000 budget proposal to use NDI\1H for defaulted loan collections. the 
attached document provides background to answer such a question. 

Please provide comments and suggestions 
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Q: Is the Administration proposing to expand the uses of the National Directory of New 
Hires (NDNH)? 

A: In the FY 2000 Budget, the Administration has proposed to improve collections on 
defaulted Federal student loans through carefully constructed and controlled data matches 
of the Department of Education's delinquent debtor database with the National Directory 
of New Hires. The matching program is estimatedto generate savings ofnearly $1 
billion over five years. 

Q: Does the additional use of NDNH imperil the privacy safeguards developed by the 
Department of Health and Human Services? 

A. No. This legislative proposal builds upon the existing safeguards and carefully protects 
the rights of individuals. The data from the matches with the National Directory of New 
Hires (NDNH) will enhance the Department of Education's ability to secure voluntary 
repayments by borrowers and, as a last resort, to implement wage garnishment. 

Under the proposal, the Education will provide its delinquent debtor database to the 
Department ofHealth and Human Services (HHS) for matching purposes. Education or 
its representatives may only use i'nformation resulting from data matches for debt 
collection purposes. Education may also use data from NDNH to conduct student loan 
default analyses where data is not identifiable by individual. 

Any unauthorized use or disclosure of information by HHS, Education, Federal 
contractors, or guaranty agencies would be subject to the civil remedies,including actual 
damages sustained by an individual plus costs ::md attorney fees, and misdemeanor 
criminal penalties of up to $5,000. In addition, unauthorized use or disclosure ofNDNH 
data by an officer or employee of the United States is subject to civil penalties of$l,OOO. 

The proposed matching will be subject to existing requirements for data integrity. 
Matches must be independently verified before ED takes any action against an individual. 
Furthermore, the Data Integrity Boards of both HHS and ED must review and approve 
the matching program to ensure data is ofhigh quality and reliability. 

Q: Would the rights of student loan holders be protected? 

A: Under the proposal, existing regulation and practice protect debtors rights. For example, 
debtors must be given written notice 30 days prior to initiating any enforcement action, 
including wage garnishment. This notice must include informing debtors of their right to 
enter into repayment (which is negotiable and which will not cause extreme financial 
hardship to the debtor), the right to inspect the record and to review the loan file, and the 
right to request and be given a hearing. No contact can be made with an employer until 
the 30 day period has expired without a response from the debtor. No wage garnishment 
action can be taken unless an individual has been employed for at least 12 months after 
having been involuntarily separated from employment. Additionally, the Higher 



.. .. .. 


Education Act limits non-Federal wage garnishment to a maximum rate of 10 percent of 
disposable pay (net of deductions required by law). 

Finally, the matching program will have no effect on lowest income groups. Education 
will only use NDNH matches to pursue delinquent borrowers with estimated annualized 
wages exceeding $16,000, or twice the lev~l of ED's existing garnishment minimum. 

Through these requirements, the Administration will ensure that the data used in pursuing 
defaulted student loan borrowers is used in a manner that is consistent with applicable laws and 
protects the privacy of individuals. 



~'.., 

Q&A on Child Support and Privacy 
6/9/99 DRAFT -- DPC 

Q: 	 How are collections and uses of financial data for tlli ~iW Win DatabaSi child 
support enforcement consistent with the President's policy, expressed in his May 4 
speech on financial privacy? [The President announced the principle of "notice and 
choice" for treatment of financial information.] 

A: 	 Individuals can and should have a choice about what information they share with a bank 
or other financial institution. To make that choice effective; consumers should have 
notice about how their sensitive personal information is handled. Ifpeople don't like a 
company's privacy policy, they can take their business elsewhere. 

By contrast, individuals don't have a choice about whether to pay taxes or court-ordered 
child support. That's just the law. The 1996 welfare reform act contained a number of 
proposals made by the President to help locate delinquent parents and garnish wages and 
bank accounts for the child support they owe. These new efforts identified 1.2 million 
deadbeat parents during their first year of operation and contributed to a record $14.4 
billion in child support collections in 1998, up 80 percent since 1992. TR.@ NatiQaal 
Dif@btQf)' QfN@')/ Hif@S R.as fl1a.,'iHI a k@)' fQl@ ia iabf@asiag bR.ilQ SUflflQrt bQll@btiQa~ by 
gg fl@fb@at siab@ 1992, tQ a f@bQfQ $14,4 billiQa last y@ar. OV@f a l+lilliQa Q@aQQ@at 

. flaf@ats R.aA'@ b@@a iQ@atifi@Q thrQygR. tR.@ Dif@btQfY, flfQviQiag l+lYbR. a@@Q@Q f@SQUfb@S tQ 
tR.@ bR.iIQf@a Qf .A.m@riba, 

TR.@ Dif@btQf)' Data used to collect child support deserve Q@s@n'@s, and has, extremely 
strict limits on access. No use is permitted without a specific Act of Congress. Security 
measures range from armed guards around the data center to regular audits from the 
GAO, IRS, and major accounting firms. Data i& are transmitted only over secure lines. 
Personnel undergo background checks. And strict a@'},' bivil aaQ bfil+liaal penalties exist 
for any unauthorized access, disclosure, or use of this information. viQlatiQas, 

The President, in his recent speech on financial privacy, said that the Framers of our 
Constitution knew that "definitions of fundamental things like liberty and privacy would 
change, and that circumstances would require people to rise to the challe~ges of each new 
era by applying the old values in practical ways." TR.@ Dif@btQf)' SYf?f?Qrts Our child 
support collection efforts support ~ needy children and ensure their parents follow the 
law while preserving the strictest security and privacy of our data, truly applying the old 
values in practical ways. . 

Q: 	 Which data do the federal government collect for child support purposes? 

. A: 	 The 1996 welfare reform act contained a number of proposals made by the President to 
help strengthen child support enforcement. One of these provisions is the expanded 
federal parent locator service, which enables child support officials to locate delinquent 
parents and deduct the child support they owe right from' their paychecks. This service 
includes a national directory of new hires, an employee database which went on line 

mailto:bR.iIQf@a


October 1, 1997 and helped locate 1.2 million delinquent parents in its first year of 
operation, as well as a national directory of parents who owe child support. This 
expanded parent locator service was proposed by the President in 1994 based on 
recommendations from a national bipartisan commission and consultations with experts 
and was enacted in 1996 with overwhelming support in both the House and Senate. This 
is one of a series ofAdministration initiatives which have helped increase child support 
collections by 80 percent since 1992, to a record $14.4 billion last year. As the President 
said in a speech last June, "Before we created this database, deadbeat parents found it 
easy to avoid paying up by skipping from job to job or state to state. But with this 
database there is no where to run." 

Q: 	 Does the federal parent locator service maintain everyone's financial records, such 
as bank accounts? 

A: 	 No, the federal government is not collecting or storing everyone's financial records. The 
Department ofHealth and Human Services (HHS) provides banks with lists of 
individuals who owe past-due child support, and the banks tell HHS whether those 
individuals have accounts that could be garnished. Only the records of delinquent parents 
are sent back to HHS, which then transmits the records, within 48 hours, to the 
appropriate state, which will collect the child support. After 90 days, HHS destroys the 
match account records. _Some smaller banks work directly with states to provide them 
with account information. 

Q: 	 HowJong are child support data maintained by HHS? 

A: 	 No wag~ data are kept for more than 24 months and, as noted above, financial data are 
kept only long enough to transfer the information to the state collecting child support. 

Q: 	 Tell me more about the safeguards that protect these data. 

A: 	 Federal law requires agencies using child support data to establish and implement 
safeguards against unauthorized use or disclosure of confidential information. HHS, 
which maintains the data, has put in place a series of security measures including: 

PhysiCal Security 
~ 	 Data are stored at the Social Security Administration's high security data 

facility. 
• 	 Only authorized users are permitted to enter the operations center. 
• 	 HHS tracks transmissions incoming from and-outgoing to State child support 

enforcement agencies, and State employment security agencies. 

Personnel Security 
• 	 Background investigations are being conducted for key staff members. 
• 	 HHS conducts security awareness training for personnel. 

Network Security 



.. 


• 	 Data transmissions occur only over secured lines; 
• 	 Procedures and policies undergo ongoing security assessments by an 

independent contractor as well as IRS, SSA, and GAO auditors. 

HHS has also hired exp'erts to train state staffs, and has the authority to withhold federal 
child support funds from any state that has not implemented proper safeguards. Potential 
violations would be reported to the HHS Inspector General for investigation. 

A new provision enacted last July as part of the Child Support Performance and Incentive 
Act requires new penalties up to and including dismissal from employment and fines of 
$1,000 for each act of unauthorized access, use or disclosure of the new hire data. 



I 

Q&A on Child Support and Privacy 
617/99 DRAFT 

Q: ,Why does the federal government have a national child support database? 

A: No parent should be able to switch jobs or cross state lines to avoid paying child support. 
One third of child support cases involve parents living in different states, and the 1996 
welfare refOIn1 act contained a number of proposals made by the President to help track 
deadbeat parents across state lines. One of these provisions is the expanded federal 
parent locator service, which enables child support officials to locate delinquent parents 
and deduct the child support they owe right from their' paychecks. This service includes a 
national directory of new hires, an employee database which went on line October 1, 
1997 and has already helped locate over XX million delinquent parents, as well as a 
national directory of parents who owe child support. This expanded parent locator. 
service was proposed by the President in 1994 after being recommended by a national 
bipartisan commission and was enacted in 1996 with overwhelming support in both the 
House and Senate. This is one ofa series of Administration initiatives which have helped 
increase child support collections by 80 percent since 1992, to a record $14.4 billion last, 
year. As the President said in a speech last year, "Before we created this database, 
deadbeat parents found it easy to avoid paying up by skipping from job to job or state to 
state. But with this database there is no where to run." 

Q: Aren't there privacy concerns raised by these child support databases? 

A: There are strong safeguards in place, required by federal law and enforced by the 
Department ofHealth and Human. Services (HHS), to protect privacy and ensure that 
child support data are used only by authorized persons for authorized uses. These privacy 
protections were put in place on a bipartisan basis as part of the 1996 welfare law and 
penalties for violating these protections were strengthened as part of legislation enacted 
last July., 

Q: What are the safeguards that protect these data? 

A: Federal law requires agencies using child support data to establish and implement 
safeguards against unauthorized use or disclosure ofconfidential information. HHS, 
which maintains the data, has put in place a series of security measures including: 

.J 

1) 

2) 
3) 

4) 

Housing the data at the Social Security Administration's high security data 
facility; 
Transmitting data only over secured lines; 
Requiring staff working with data to undergo background checks and sign non­
disClosure forms; . 
Undergoing ongoing security assessments by an independent contractor as well as 
IRS, SSA, and GAO auditors. . 

.• 
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HHS has also hired experts to train state staffs, and has the authority to withhold federal 
child support funds from any state that has not implemented proper safeguards. Potential 
violations would be reported to the HHS In?pector General for investigation. 

A new provision enacted last July as part of the Child Support Performance and Incentive 
Act requires new penalties up to and including dismissal from employment and fines of 
$1,000 for each act of unauthorized access, use or disclosure of the new hire data. 

Q: What data are collected in this national database? 

A: Employers report six types of data on all new employees - employee name, address, 
S.ocial Security number and employer name, address, and federal employer identification 
number. These data are matched against records of parents' who owe child support, 

. providing the information the child support agency needs to locate the parent and garnish 
his paycheck. 

.. 




Michele Ahern 
06/09/9910:03:16 AM 

Record Type: Record 

To: Peter P. Swire/OMB/EOP@EOP 
cc: See the distribution list at the bottom of this message 
bcc: 
Subject: Re: Draft Q&A on New Hire Database and financial privacy W1J 

Just a few comments on the Q and A. 

1. Since we want to distinguish between ~he New Hire Database and,the matching of financial institution 
data (for which no data is maintained), I suggest editing the question as follows. 

Q: How are collections and uses of fiRallQial data for the New Hire Database 
consistent with the President's policy, expressed in his May 4 speech on financial privacy? 
[The President announced the principle of "notice and choice" for treatment of financial 
information. ] 

Also, Eric Gould is drafting a separate Q and A to clarify how the financial institution match will operate. 

2. In the third paragraph, you refer to new civil and criminal penalties. My understanding is that the new 
penalties for misuse of NDNH are only civil penalties. Are there new criminal penalties under the Privacy 
Act, perhaps not specific to NDNH? If not, I suggest deleting "new" in this sentence. 

Message Copied To: 

j. eric gould/opd/eop@eop 
cynthia a. rice/opd/eop@eop 
jack a. smalligan/omb/eop@eop 
daniel j. chenok/omb/eop@eop 
timothy r. fain/omb/eop@eop 
lorenzo rasetti/omb/eop@eop 



Timothy R. Fain 
06/09/99 10:57:41 AM 

Record Type: Record 

To: Peter P. Swire/OMB/EOP@EOP 

cc: See the distribution list at the bottom of this message 

Subject: Re: Draft Q&A on New Hire Database and financial privacy [ffi] 


Peter: 

The paragraph about the key role of NDNH in child support enforcement is great -- but could be a bit 
misleading. 

NDI\lH was created as a result of the 1996 "Welfare Reform" (PRWORA) legislation. Your statement says 
"Since 1992 ..." -- how did you come up with that date? You may be refering to the Federal Parent Locator 
Service (FPLS) which was called for in legislation passed in 1975 but may not have been implemented 
until 1992. NDNH is part of what is now known as the Enhanced FPLS. 
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Peter P. Swire 
06/08/99 08: 19:37 PM 

Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: See the distribution list at the bottom of this message 
Subject: Draft Q&A on New Hire Database and financial privacy 

At a meeting this afternoon I was asked to draft a Q&A for use with Robert O'Harrow 
of the Post, for the upcoming story on the New Hire Database. Comments please by noon 
Wednesday, to give to the reporter Wednesday p.m. We have also developed a package of 
background materials for anyone who is interested and has not yet received it. 

Q: How are collections and uses of financial data for the New Hire Database consistent 
with the President's policy, expressed in his May 4 speech on financial privacy? [The 
President announced the principle of "notice and choice" for treatment of financial 
information. ] 

A: Individuals can and should have a choice about what information they share with a 
bank or other financial institution. To make that choice effective, consumers should have 
notice about how their sensitive personal information is handled. If people don't like a 
company's privacy policy, they can take their business elsewhere. 

By contrast, individuals don't have a choice about whether to pay taxes or 
court-ordered child support. That's just the law. The National Directory of New Hires has 
played a key role in increasing child support collections by 80 percent since 1992, to a record 
$14.4 billion last year. Over a million deadbeat parents have been identified through the 
Directory, providing much-needed resources to the children of America. 

The Directory deserves, and has, extremely strict limits on access. No use is permitted 
without a specific Act of Congress. Security measures range from armed guards around the 
data center to regular audits from the GAO, IRS, and major accounting firms. Data is 
transmitted only over secure lines. Personnel undergo background checks. And new civil and 
criminal penalties exist for any violations. 

The President, in his recent speech on financial privacy, said that the Framers of our 
Constitution knew that "definitions of fundamental things like liberty and privacy would 
change, and that circumstances would require people to rise to the challenges of each new era 
by applying the old values in practical ways." The Directory supp~rts our needy children 
while preserving the strictest security and privacy of our data, truly applying the old values in 
practical ways. 
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THE'CLINTON-GORE;PLANFOR ", "'. ,",' 
FINANCIAL PRIVACY ANDCONSriMERPROTECTION;':IN THE2lStCEN;EURY 

May 04, 1999 
, DETAILED PROPOSAL SUMMARY., 

, 

INTRODUCTION 

Technology and competition in financial services give Americans more complex choices than' 
ever before. Innovations in the financial marketplace offer millions ofconsumers new, ever 
increasing choices for investing their savings and obtaining credit. But new products have 
brought new risks and new abusive practices. We must update our consumer protectioI). laws to 
give consumers the power, information and'protection they need to profit from ,our 2pt Century 
financial system. " . ' 

Members of Congress; including Ranking Members Sarbanes and Lafalce, have sponsored 

important legislation to modernize our consumer financial protection laws. We applaud their 

leadership and 109k forward to working with Congress on a consumer protection agenda. 


Set forth below is a series of actions that the Clinton Administration believes should be part of 
this agenda. The list is not exhaustive, arid we will continue to look ·for constructive ideas in 
these and other areas. Among the issues deserving further scrutiny are lending practices such as 

, "pay day" loans (short-t~rin loans which can 'cany interest rates of400%) and bank check 
processing practices that may be designed to maximi~e bounced check fees. We will work with 
the states and the FTCwherever possible. Secretary Cuomo is making important efforts to 
address abusive mortgagelefiding practices. ' 

PROTECT FINANCIAL PRIVACY 

Require institutions to inform consumers of plans to share or sell their financial 
information, and give ttIeconsumer the power to stop it. Although consumers put great value 
on the privacy of their financial' records, our laws have not caught up to technological 
developments that make it possible and potentially profitable for companies to share financial 
data in' new ways. Current law does provide some privacy protections: for example, the Fair 

. Credit Reporting Act (FCRA) requires a form ofnotice and opt-out before certain information 
, about consumers (e.g., information provided on an account application) can be shared. But there 

are no limits on' the sharing of inform~tion about consumers' transactions (e.g., account balances, 
who they write checks to) within a financial conglomerate, or even'on the sale of that 
information toa third party. We support legislation to give consumers control over the use and 
sharing of all their financial inforrilation. . 

I'rnposespecial restrictions on any sharing of medical information within a financial 
conglomerate. One ofour greatest privacy concerns involve medical 'information. Yet, cross­
industry mergers and consolida!ion have given banks unprecedented access to consumers' 
medical records. We support legislation requiring that medical information, such as that 



• 

gathered from life· insurance records, not be shared within finanCial services conglomerates (e.g., 
between banking.and insurance affiliates) or with third parties, except for narrowly defined 

. purposes. Consumers who undergo physical exams to obtain insurance, for example" should not 
have to fear that the information will be used t6 lower their credit card limits or deny them 
mortgages. 

Give bank regulators the authority they need to ensure compliance with existing privacy 
protections. Currently, bank regulators may not examine for compliance with existing privacy 
protections, but must wait fora consumer complaint. Congress should give regulators broader 

. authority to monitor compliance. 
/ 

Publicize best practices in the privacy area. Even in the absence oflegislation, many 
responsible banks have begun posting their privacy practices on the Internet and otherwise 
informing customers about how their data is handled. The Office ofThrift Supervision has 

. issued guidance in this area., Today, the Office of the Comptroller of the Currency is publishing 
best practices in this area, so that additional institutions can be encouraged to infomi their 
customers and do so in the most effective way possible. 

Coordinate privacy policy in the financial alid other sectors. We must ensure that a proper 
balance is struck between information flows and personal privacy. for financial services and 
more broadly. To coordinate the Administration's privacy policy, we have created the new 
position of Chief Counselor for Privacy,' in the Office ofManagement and Budget. 

, . 
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,_, ~ vn ll'4rvrtMATION FROM STATE DIRECTORIES OF NEW 
HIRE8.-The Secretary shall reimburse costs incurred by State 
directories of new hires in furnishing information as required 
by subsection G)(3), at rates which the Secretary determines 
to be reasonable (which rates shall not include payinent for 
the costs of obtaining, compiling, or maintaining such informa­
tion). ~ "(3) FOR INFORMATION FURNISHED TO STATE AND FEDERAL 
AGENCIEs;."...A State or Federal agency that receives information, V\~ from the Secretary pursuant to this section shall reimburse 
the Secretary for costs incurred by the Secretary in furnishing. txJ) 
the information, at rates which the Secretary determines to 
be reasonable (which rates shall include payment for the costs 
of obtaining, verifying, maintaining, and comparing the 
information). ' '. " 

, "(1) RESTRICTtON ON DISCLOSURE AND USE.--:-Inform~tioh in the ,. 
Federal Parent Locator Service, and inforniation~ resulting from 
comparisons using such information, shall not be used or disclosed 
except as 'expressly provided in this section, s-qbject to section 
6103 of the Internal Revenue Code of 1986. ' 

"(m) INFORMATION. INTEGRITY AND SECURITY.-The Secretary 
shall establish and implement safeguards with respect to the enti­
ties established under thi!; section designed to­

"(1) ensure the accuracy and completeness of information 
. in the Federal Parent Locator Service; and 

"(2) restrict, access to confidential information in the 
Federal Parent Locator ,Service to, authorized persons, and 
restrict use of such information to authorized purposes; , 

. "(n) FEDERAL GoVERNMENT' REPORTING.-Each department, 
agency, and instrumentality of the United States shall on aquar­
terly basis report to the Federal Parent Locator Service the name' 
and social security number of each employee and the wages paid 
to the employee during the previous quarter, except that such 
a report shall not be filed with respect to an employee of a depart­

., 	 ment, agency, or instrumentality performing intelligence or counter­
intelligence functions, if the head of such department, agency, or 
instrumentality has determined that filing such a report could 
endanger the safety, of the employee or compromise an ongoing 
investigation or intelligence mission.".· . ' 

(g) CONFORMING AMENDMENTS."-'- ' ... 
To PART D OF TITLE IVOl! THE SOCIAL SECURITY ACT.'-::"': 
(A) Section 454(8)(B) (42 U.S.C. 654(8)(B» is amended 

to read as follows:; . . 
. "(B) the Federal Parent Locator Service established 
under section ji53;". , . . 

(B) Section 454(13) (42 U.S.C.654(13» is amended by 
inserting "and provide that information requests by parents 

. who are residents of other States be treated with the same 
priority as requests by parents who are residents of the 
State submitting the plan" before the. semicolon. 

,.' (2) To FEDERAL UNEMPLOYMENT TAX ACT.-Section 
3304(a)(16) ofthe Internal Revenue Code of 1986 is amerided­

. (A) by striking "Secretary of Health,Education, and 
Welfare", each place such term appears and inserting "Sec­
retary of Health and Human Services"; " 

(B) in subparagraph (B), by striking "such information" 
and all that follows and inserting "information furnished 

.. _,..., ......... '""" ............ , "'V-:&:·~"'YV- -""._'\."A . ••, ... ""'....,'" ....... v ....;.&.r.I. .... ~JWJ..~ 


under subparagraph (A) or (B) is used only for the purposes 
authorized under such subparagraph;"; , 

(C) by striking "and" at the end of s).lbparagraph (A); . 
(D) by redesignating subparagraph (B) as subpara­

graph (C); and 
(E) by inserting after subparagraph (A) the following 

new subparagraph: 
"(B) wage and unemployment compensation information Regulations. 

contained in the. records of such agency· Shall be .furnished 

to'the Secretary of Health and Human Services (in accordance 

with regulations promulgated by such Secretary) as necessary 

for the pw;poses of the National Directory of New Hires estab­
lished under section 453(i) of the Social Security Act, and". 


(3) To STATE GRANT PROGRAM UNDER TITLE III OF THE 

SOCIAL SECURITY ACT.-Subsection (h) of section 303 (42 U.S.C. 

503) is amended to read as follows: .. 

"(h)(I) The State agency charged with the administration of 


the State law shall, on a reimbursable basis-­
. . "(A) disclose quarterly, to the Secretary of Health and 


Human Services, wage and claim informati~n, as· required 

pursuant to section.453(i)(1), cQntained in the records of such 

agency; . . 


"(B) ensure that il:lformation provided pursuant to subpara­

graph (A) meets such standards relating to correctness and 

verification as the Secretary of Health and Human Services, 

with the concurrence of the Secretary of Labor, may find nec­
essary; and . 


U(C) establish such safeguards as the. Secretary of Labor 
determines are necessary to insure that itlformation disclosed 
under subpar~graph (A) is used 9nly for purposes of section 
453(i)(1) in 'carrying out the child support enfor~ment program 
under title IV. . .'. . 
"(2) Whenever the Secretary of Labor, after reasonable notice Notification: 

and opportunity for hearing to the. State agency c~arged with the 

administration 'of the State law, finds·that there is a failure to, 


.' 'comply substantially with the requirements of paragraph (1), the 
Secretary of Labor shall notifY such . State agency that further 
payments will not be ~ade to the State until ,the Secretaxy. of 
Labor is satisfied that there is no longer any such failure. Until 
the Secretary of Labor is so satisfied, the Secretary shall make 
no future certification to the Secretary of the Treasury with respect 
to the State. ' '. .. 

"(3) For purposes of this subsection- . '.' 
"(A) the term 'wage information' meansinforniation regard­

ing wages paid to 1m individual" the social security account 
number of-such individual, and the name,.address, State, and 

. the Federal employer identification" number of the employer
paying such wages to such fudividual; and .' 
. "(B) the term 'claim information' means information regard­

. ing whether an individual is receiving, has received, or has 
, made application for, unemployment 'compensation, the amount 

. of any such compensation being received (or tp be received 
by such individual), and the individual's current, (or most 
recent) home address.". ' 

,(4) DISCLOSURE OF CERTAIN INFORMATION TO AGENTS OF 

CHILD. SUPPORT ENFORCEMENT AGENCIES.­

.. -..... 



(r:' 
.' Act of 1996), the State 'e an amount 

equal to the State share in fiSCal y"'tu ..~ ~_ 
• "(e) GAP PAYMENTS NOT SUBJECT TO DISTRIBUTION UNDER THIS 
SECTION.....:..At State option, this section shall not apply to any 
amount collected on.behalf of a family as support by the State 
(and paid to the family in addition to the amount of assistance 
otherwise payable t.O the family) pursuant to a plan approved under' 
this part if such amount would have been paid to the family 
by the State under section 402(a)(28), as in effect and applied 
on . the day before the date of the enactment of section 302 of 
the Personal Responsibility and' Work Opportunity Reconciliation 
Act of 1996. For purposes of subsection (d), the State share of 
such amount paid to the family shall be considered amounts which 
could be retained by the State if such payments were reported 
by the State as part of the State share of amounts collected in 
fiscal year 1995.". ' 

(b) CONFORMING AMENDMENTS.­
. (1) Section 464(a)(1) (42 U.S.C. 664(a)(1» is amended by 

striking "section 457(b)(4) or (d)(3)" and inserting "section 457". 
(2) Section 454 (42 U.S.C. 654) is amended­

(A) in paragraph (11)- , 
(i) by striking "(11)" and inserting "(11)(4-)"; and 
(ii) by inserting after the semicolon "and"; and 

(B) by redesignating paragraph (12) as subparagraph . 
(B) of paragraph (11). 

657 note, (c) EFFECTIVE DATES.- , 
(1) IN GENERAL.-Except as provided in paragraph (2), 

the amendments made by this sEl.ction shall be effective on 
October 1, 1996, or earlier at the State's option.. 

(2) CONFORMING AMENDMENTs.-The amendments made by 
subsection (b)(2) shall become effective on the date of the enact­
ment of this Act. 

. SEC. 303. PRIVACY SAFEGUARDS. 

(a) STATE PLAN REQUIREMENT.-Section 454 (42 U.S.C. 654), 
'as amended by section 301(b) of this Act, is amended­

(1) by striking "and" at the end ofparag'raph (24); 
(2) by striking the period at the end of paragraph (25) 

and inserting "; and"; and . , 
(3) by adding after paragraph (25) the following new para­

graph:, . 
. "(26) will have in effect safeguards, applicable to all con­
fidential information handled by the State agency, that are 

'. designed to protect the privacy rights onhe parties, including­
. "(A) safeguards against unauthorized use or'disclosure 

of information relating to proceedings or actions to establish 
,paternity, or to establish or enforce support; 

. "(B) prohibitions against the release of information 
on the whereabouts of 1 party to another party against 
whom a protective order with respect to the former party 
has been entered; and 

"(C) prohibitions against the release of information 
on the whereabouts of 1 party to another party if the 

. State has reason to believe that the release of the informa­
tion may result in physical or emotional harm to the former 
party.". 

(b) EFFECTIVE DATE.-The amendment made by subsection (a) 42 USC 654 note. 

shall become effective on October 1, 1997. 

SEC. SM. RIGHTS TO NOTIFICATION OF BEARINGS •. 
(a) IN GENERAL.-Section 454 (42 U.s.C. 654), as amended 

by section 302(b)(2)' of this Act, is amended by inserting after 
paragraph (11) the following new paragraph: 

"(12) provide for the establishment of procedures to require 
. the State to provide individuals who are applying for' or receiv­


ing services under the State plan, or who are· parties to cases 

in which. services are being provided under the State plan~


"(A) with notice of all proceedings in which support 
obligations might be established or modified; and 

"(B) with a copy of any order establishing or modifying 
a child support obligation, or (in the case of a petition 
for modification) a notice of determmation that there should 
be no change in the' amount of the child s\lpport award, 
within 14 days after issuance of such order or determina­

tion·...(b) EFFECTIVE DATE.-The amendment made by subsection (a) 42 USC 654 note, 

shall become effective on October 1, 1997. 
. , ' 

Subtitle B-Locate and Case Tracking· 

SEC. 311. STATE CASE REGISTRY. 

Section 454A, as added by section 344(a)(2) of this Act, is 


amended by adding at the end the following new subsections: 

"(e) STATE CASE REGISTRY.- .


"(1) CONTENTs.-The automated system required by this 
section shall include a registry (whiCh shall be· known as the' 
'State case registry') that contains records with respect to­

"(A) each case in which' services are being provided 
by the State agency under the State plan approved under 
this part; and ". 

"(B) each support order established or modified in the 
State on or after October 1, 1998. .
"(2) LINKING OF LOCAL REGlSTRIEs.-The State case registry 

may be established by linking local case registries of support 
orders through an automated information network, subject to 
this section. ."(3) USE OF STANDARDIZED DATA ELEMENTS.-Such records 
shall use standardized data elements for both parents (such 
as names, social security numbers and (lther uniform identifica­
ti(ln numbers, dates of birth, and case identification numbers), 
and contain such other information (such as on case status) 
.as the Secretary may require. . 
. "(4) PAYMENT REcoRDs.-Each case record in the State 
case registry with respect to which services are being provided 
under the State plan approved under this part and with respect 
to which a support order has been established shall include 
a record of- ."(A) the amount of monthly (or other periodic) support 

owed under the order, and other amounts (including arrear­
ages, interest or late payment penalties, and fees) due 
or overdue under the order; , 
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H. R. 3130-24 

(g) REPORT AND RECOMMENDATIONS REGARDING THE ENFORCE­
MENT OF. QUALIFIED MEDICAL CHILD SUPPORT ORDERS.-Not later 
than 8 .months after the issuance. of the report to· the Congress 
pursuant to. subsection (a)(5), . the Secretary of Health and Human 
Services and the Secretary of Labor shall jointly submit to each 
House of the Congress a report containing recommendations for 
appropriate legislation to improve th~ effectiveness of, and enforce­
ment of, qualified medical child support orders under the provisions 
of subsection: (f) of this section and section 609(a) of the Employee 
Retirement Income Security Act of 1974 (29 U.S.C. 1169(a)). 

(h) TECHNICAL CORRECTIONS.- . 
(l)AMENDMENT RELATING TO PUBLIC LAW 104-266.­
. . (A) IN GENERAL.-Subsection (0 of section 101 of the 

. Employee Retirement Income Security Act of 1974 (29 
. U.S.C. 1021(0) is repealed. . . 

(B) EFFECTIVE' DATE.-The amendment made by 
subparagraph (A) shall take effect as if included in the 
enactment of the Act entitled "An Act to repeal the Medi­
care-and Medicaid Coverage Data Bank", approved October 
2, 1996 (Public Law 10~226; 110 Stat. 3033). .. 
(2) AMENDMENTS RELATING TO PUBLIC LAW 103-66.­

(A) IN GENERAL.----{i) Section 4301(c)(4)(A) of the Omni­
bus Budget Reconciliation Act of 1993 (Public Law 103­
66; _107 Stat. 377) is amended by striking "subsection 
(b)(7)(D)" andinserting "subsection (b)(7)".· . 

(ii) Section 514(b)(7) of the Employee Retirement 
Income Security Act· of 1974 (29 U.S.C. 1144(b)(7)) is 

-. 	 amended by striking "enforced by" and inserting "they 
apply to". _. . 

(iii) SeCtion 609(a)(2)(B)(ii) of such Act (29 U.S.C. 
1169(a)(2)(B)(ii)) is amended by striking "enforces'; and 
inserting "is made pursuant to", . 

(B) CHILD DEFINED.-Section 609(a)(2) of the ~mployee 
Retirement Income. Security Act of 1974 (29 U.S.C. 
1169(a)(2)) is amended by adding at the end the following: 

"(D) CHILD.-The term 'child' includes any child 
adopted by, or placed for adoption with, a participant of 

. a group health plan.". 
(C) EFFECTIVE DATE.-The amendments made by 

subparagraph (A) shall be effective as if included in the 
enactment of section 4301(c)(4)(A) of the Omnibus Budget 
Reconciliation Act of 1993. .. . 
(3) AMENDMENT RELATED TO PUBLIC LAW 105-33.­

(A) IN GENERAL.-Section. 609(a)(9) of the Employee 
Retirement Income Security Act of 1974 (29 U.S.C. 
1169(a)(9)) is amended by striking "the name and address" 
and inserting "the address".' ­

(B) EFFECTIVE DATE.-The amendment made by 
.subparagraph (A) shall be effective. as if included in the 
enactment of section 5.611(b) of theBalanced Budget Act 
of1997.· . 

SEC. 402. SAFEGUARD OF NEW EMPLOYEE INFORMATION. . . 
(a) PENALTY FOR UNAUTHORIZED ACCESS, DISCLOSURE, OR USE' 

OF INFORMATION.-Section 453(1)6f the Social Security Act (42 
U.S.C. 653(1)) is amended- - - _ . 

(1) by striking "Informati9n" and inserting the following: 

. 

-




"(1) IN GENERAL.-:-Information"; and 
(2) by adding at the end the following: 

. '~(2) PENALTY FOR MISUSE OF INFORMATION iN THE NATIONAL 
DIRECTORY OF NEW HIREs.-The Secretary shall require' the 

. imposition"of an administrative penalty (up to and including 
dismissal' from employment), and a 'fine of $1,600, for each 
act of unauthoriz.ed acce.ss to, disclosure of, or use .of, informa­
tion in the National Directory of New Hires' established under 
subsection(i) by any officer or employee of the United States 
who knowingly and willfully violates this paragraph.". 
(b) LIMITS ON RETENTION OF DATA IN THE NATIONAL DIRECTORY 

OF NEW HIRES.-Si:dion 453(1)(2) of such Act (42 U.S.C. 653(i)(2» 
is amended to read as follows: 

"(2) DATA; ENTRY AND DELETION REQUIREMENTS.­
"(A) IN GENERAL.-Information provided pursuant to 

. section 453A(g)(2) shall be entered into the data base main­
tained by the National Directory,of New Hires within two 
business days after receipt, and shall be deleted from the 
data base 24 months after the date Of entry. 

"(B) 12-MONTH' LIMIT ON ACCESS TO WAGE AND 
UNEMPLOYMENT COMPENSATION INFORMATION.-The Sec­
retary shall not have access for child support enforcement 
purposes to information in the National Directory of New 
Hires that is provided pursuant to section 453A(g)(2)(B), 
if 12 months has elapsed since the date the information 
is so provided and there has not been a match resulting 
from the use of such information in any information 

. comparison under this subsection. 
"(C) RETENTION OF DATA FOR RESEARCH PURPOSES.­

.. 	Notwithstanding subpar;:lgraphs (A) and (B), the Secretary 
may retain such samples of data enter~d in the National 
Directory' of New Hires as the Secretary may find necessary 
to assist in carrying out subsection (j)(5).". . 

(c) NOTICE OF PURPOSES FOR WHICH WAGE AND SALARY DATA 
ARE TO BE USED:~Within 90 days after the date of the enactment 
of this Act, the Secretary' of Health and Human Services shall 
notify the Committee on Ways and Means of the House of Rep­
resentatives and the Committee on Finance of the Senate of the 
specific . purposes for which the new hire and the wage and 
unemployment, compensation information in the National Directory 
of New Hires is to be used. At least 30 days before stich information 
is to be used for a purpose not specified in the notice provided 
pursuant to the preceding sentence, the Secretary shall notify' the' 
Committee on Ways and Means. of the House of Representatives 
and the Committee on Finance of the Senate of such purpose. 

(d) REPORT BY THE SECRETARY.-Within 3 years after the date 
of the enactment of this Act, the Secretary of Health and Human 
Services. shall submit to the Committee on Ways and Means of 
the House, of Representatives and the Committee on Finance of 
the Senate a report on the accuracy of the data maintained by 
the National Directory of:New Hires pursuant to section 453(i) 
of the Social Security Act, and the effectiveness of the procedures 
designed to provide for the security of such data.' . 

(e) EFFECTIVE DATE.-The amendments made by this section 
shall take effect on October 1;2000. . 
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Governor Halts Sale Of State Wage Data 
Action would violate right to privacy, he says 
Robert B. Gunnison, Chronicle. Staff Writer 
Saturday, June 1999 P. A15 
? 1999 San Francisco Chroriic1e 

Governor Gray Davis ordered the state Department of Employment 
Development yesterday to .withhold sales of personal wage and salary· . 
information to a private fIrm. 

The new governor acted in response to a law that took effect January I 
that allows a little-'known Southern California' company direct access 
to sensitive salary inforlnation maintained by the department. That 
company planned to sell the information to banks and other lenders. 

"I believe a state agency entrusted with confidential personal , 
information on niillions. of its citizens -- information that w'as 
gathered for the purpose of caITying out a government service -- has a 
responsibility to protect the privacy of those citizens," Davis said .. 

. 'The wholesale distrihution of such information on the open market, 
in my view, would violate that trust and the privacy of those' 
individuals," the governor said in a letter to Michael Bernick, 
director of the departinent. 

Davis said the department should take no steps to implement the law, 
. signed in September by former Governor Pete Wilson. The measure passed 
the Legislature with no opposition. 

Davis' letter came as the department was considering whether to sell 
the information. Bernick, Davis' new employment department director, 
said Thursday that no decision had been made on whether to sell the 
sensitive information. 

Private personal information on nearly 14 million state residents, 
approximately 85 percent of the state workforce, is on fIle with the 
Department of Employment Development'. Self-employed people are exempt 
beca~se their income information is not sent to the department: 

The department receives the personal wage information directly from 
employers, who are mandated by state law to turnover salary and wage 
information on each employee so that the state can accurately 
calculate unemployment benefits. 

Privacy group's raised concerns about the state selling such tightly 
held personal information t"o a private business, contending that the 
data could wind up in the wrong hands and be used in unintended ways. 

They also questioned the propriety of the state making money from the 
sale of personal and confidential information, 

http:VW\l,I.sfgate.com


The idea behind the law was to provide the mortgage industry with an 
efficient way of verifying the income and employment of potential 
borrowers. Similar hiws are used in Iowa, Minnesota, Texas and North 
Carolina. 

Typically in California, employment verification can tak~ more than a 
week as lenders wait for employers to respond to their written 
requests. 

If a deal had gone through, it would be administered by VIE, a joint 
venture ofNorwestMortgage of Des Moines, Iowa, and First American 
Financial Corp. of Santa Ana. 

VIE PresidentWilliam Skowronnek has said the system's information 
would not "go to everybody." 

"It cannot go to marketers and collection agencies and can only be 
used for credit-granting purposes," he said. 

Under Skowronnek:s proposed system, VIE would purchase the salary and 
~age information directly from the sta.te and then act as II • 

clearinghouse for lenders looking for an employment verification. 

Lenders would payVIE between $5 and $10 for each transaction to 
access its system to confirm income. 

1999 San Francisco Chronicle 



Personal Allowances Worksheet 

A Enter."'" for yoursj!1f if no one else can claim you as a' d~pendent • • • . A 
., {'" You are single and have only one job; or' ) 

BEnter "1" if: - You are married. have only one job. and your spouse does not work; or . B 
- Your wages from a secondjob or your spouse's wages (or the total of bOth) are $1,000 or less. 

e Enter .''1'' for your spouse. But, you may. choose to enter -0- if you are married and have either a working spouse OC. 

more than one job. (This may help you avoid having too little tax withheld.). • • • C 
'0 Enter number of dependents (other than your spouse or yourselO you. will claim on your tax return. .'. o 
E Enter .., .. if you will file as head of household on your tax return (see conditions under Head of.household above) E 
FEnter "1" if you have at least $1,500 of child or dependent care expenses for which you plan to claim a credit F 
G' Child Tax Credit: - If your total income will be between $20,000 and $50,000 ($23,000 and $63,000 if married). enter ","'for each 

eligible Child, • If your total income will be between $50,000 and $80.000 ($63.0Q0 and $115.000 if married). enter "' n if you have 

two eligible children, enter "2" if you have three or four eligible children; or enter "3" if you have five or more eligible children • '. G ..___ 
H Add lines A through Gand enter total here. Note: This amount may be different from the number of exemptions you claim on your return. .... H ,___. 

OMB No. 1545-0010Employee's Withholding Allowance CertificateForm:W·4 
Department of !he Treasury ~@99... For Act and Pa!!'lArwnlrk Reduction Act Notice. see 2. 


Type or print your firSt name and middle initial Last name 


Internal Revenue SeMce 

number 

Home address (number and str~t or rural route) 3 0 Single 0 Married 0 Married, but withhold at higher Single rate. 
Note: Ifmarried, but is 8 iDresiderlr alien. check !he box. 

City or town, state. and ZIP code 4 	 If your last name differs from that on your SOCial security card. check 

here. You '-800-772;1213 for new card .... 

5. Total number of allowances you are claiming (from line H above or from the worksheets on page 2 if theY apply) • 


6 Additional amount. if any. you want withheld from each payc;:heck. • .' ; • • 


7 I claim exemption from withholding for 1999, and I certify that'! meet BOTH of the following conditions for exemption: 


- Last year I had a right to a refund of .ALL Federal income.tax withheld because I had NO tax liability AND 
• This year I expect a refund of ALL Federal income tax withheld because I expect to have NO tar-x---rlia:..b_il....J...___ 

If meet both conditions, write "EXEMPT" here •• • • • ... 
Under penalties of perjury. I certify thai I am entitled to the number,of withhOlding i1I1Owafices claimed on this certificate. or I am entitled to Claim exempt status, 
Employee's·signature . . 
(Form is not valid 
unless you sign it) ... Date ... 

Form W-4 (1999) 
. Purpose. Complete Form W·4.s0 your employer 

can withhold the correct Federal income. tax 
from your pay. Because your tax situation may 
change. you may want to·refigure your 
withholding each year. 
Exemption from withholding. If you are 
exempt. complete only lines 1. 2. 3. 4. and 7. 
and sign the form to validate it. Your exemption . 
for 1999 expires February 16. 2000. 
Note: You cannot claim exemption from 
withholding If (1) your income exceeds $700 and 
includes more than $250 of unearned income 
(e.g.. interest and dividends) and (2) another 

person can claim you as a dependent on their 

tax return. 

Basic instructions. If you are not exempt. 

complete the Personal Allowances Worksheet. 

The worksheets on page 2 adjust your 

withholding allowances based on itemized 


deductions. adjustments to income. or 
two·earner/two-job situations. Complete all 

. worksheets that apply. They will help you figure 
the number of withholding allowances you are 
entitled to claim. However, you may claim 
fewer allowances. 
Child tax and higher education credits. For 
details on adjusting withholding for these and 
other credits. see Pub. 919, Is My Withholding 
Correct for 1999? 
Head of household. Generally. you may claim 
head of household filing status on your tax 
return only if you'are unmarried and pay more 
than 50% of the costs of keeping upa home for 
yourself and your dependent(s) or other 
qualifying Individuals. See line E below. 
Nonwage ·income. 'If you have a large amount 
of nonwage income. such as interest or 
dividends. you should consider making 
estimated tax payments using Form·1040-ES. 
Otherwise. you may owe additional tax. 

Two earners/two jobs. If you have a working 
spouse or more than one job. figure the total 
number of allowances you are entitled to claim 
on all jobs using worksheets from only one 
Form W-4. Your withholding will usually be most 
accurate when all allowances are claimed on' 
the Form W-4 prepared for the highest paying 
Job and zero allowances are claimed for the ' 
others. 
Check your withholding. After your Form W-4 
takes effect. use PUb. 919 to see how the dollar 

~ amount you are having withheld compares to 
your estimated total annual tax. Get PUb. 919 
especially if you used the Two-EarnerlTwo-Job 
Worksheet and your earnings exceed $150.000 . 
(Single) or $200,000 (Married). 
Recent'narne change? If your name on line 1 

differs from that shown on your social security 

card. call 1-800-772-1213 for a new social 

securit~ card. 


For accuracy •. 
complete all 
worksheets 

that apply. 

- If you plan to itemize or claim adjustments to income and wlmt to reduce your withholding. see the Deductions 
and Adjustments Worksheet on page 2. 
• If you are single, have more than one job and your combined earnings from all jobs exceed $32.000. OR if you 
are married and have a working spouse or more than one job and the combined earnings from all jobs exceed 
$55,000. see the Two-EarnerlTwo-Job Worksheet on page 2 to avoid having toq little tax withheld.. 

- If neither of the above situations applies, stop here and enter the number from line H on line 5 of Form W·4 below. 

Cut here and. give the certificate to your employer. Keep the top part for your records•. 

8' Employer's name and address (Employer: Complete 8 and 10 only if sending to thE! IRS) 9 Office code 
(optionaO 

10 Employer identification number 

Cal. No. 10220Q 



Form W'4 (1999) Page 2 
___---._________.Oeductions and Adjustments Worksheet 

Note: Use this worksheet only ifyou plan to itemize deductions or claim acljustmentsto income on your 1999 tax return. 

1 Enter an estimate of your 1999 itemized deductions. These include· qualifying home mortgage interest. 

chari.table contributions, state and local taxes (but not sales taxes), medical expenses in excess of 7.5% 
. of your income. and miscella!'leous deductions. (For 1999. you may have to Teduce your itemized 
deductions if your income is over $126.600 ($63.300 if married filing separately). Get Pub. 919 for details.)' 1 ..;:.$_~____ 

2 Enter: $6.350 if head of household!$7.200 if m.arried filing jointly or. qualifying widow(er) 

$4.300 it'single 
. $3.600 if married filing separately 

. 
}. 

. 
•••••.••• 2 $ 

3 Subtract line 2 from line 1. If line 2 isgreater than line 1. enter -0­ •••. .. 3 $ 

4 Enter an estimate of your 1999 adjustments to income. including alimony. deductible IRA contIibutions. and student loan interest 4 $ 

5 Add lines 3 and 4 and enter the total. •. • • '.' . • • • • • • 5 $ 

6 Enter an estimate of your 1999 nonwage income (such as dividends or interest) • 6 $ 

7 Subtract line 6 from line 5. Enter the result. but not less than -0-. •.• . • • 7 $ 

8 Divide the amount on line 7 by $~.OOO and enter the result here. Drop any fraction .. 8 
9 Enter the number from Personal Allowances Worksheet. line H. on page 1 • .' . 9 

10 Add lines 8 and 9 and enter the total here. If you plan to use the Two·EamerfTwo·Job Workslieet. also enter 
.. this total on line 1 below. Otherwise. stop here and enter this total on Form W-4. line 5. on page 1 . 10 

. Two-EarnerlTwo"Job Worksheet 
Note: Use this worksheet only if the instructions for line H on page 1 direct you here.. 

1 Enter the number from line H on page 1 (or from line 10 above if you used the Deductions and Adjustments WorksheeO 1 
2 Find the number in Table 1 below that applies to the LOWEST paying job and enter it here 2 

·3 If line 1 is GREATER THAN OR EQUAL TO line 2, subtract line 2 from line 1. Enter the result here (if 
zero. enter ·O~) and on Form W·4.line· 5. on page 1. DO NOT use the rest of this worksheet • . • . .3 

Note: If line 1 is LESS THAN line 2. enter -O~ on Form W-4. line·5. on page 1. Complete lines 4-9 to calculate 
the additional withholding amount necessary to avoid a year end tax bill. 

4 Enter the number from line 2 of this worksheet. 4 
5 Enter the number from line 1 of this worksheet. 5 
6 Subtract line 5 from line 4. ,.... 6 
7 Find the amount in Table 2 below that applies to the HIGHEST paying jo~ and enter it here 7 ..;.$_____ 

8 Multiply line 7 by line 6 and enter the result here. This is the additional annual-withholding amount needed 8 ..::;.$____~ 

9 Divide line 8 by the number of pay periods remaining in 1999. (For example. divide by 26 if you are paid 
every other week and you complete this form in December 1998.) Enter the result here and on Form W-4. 
line 6; page 1. This is the additional amount to be withheld from each paycheck . '.' '. 9 $ 

Table 1: Two-EarnerlTwo-Job Worksheet 
Married Filing· JoinUy All Others 

If wages from LOWEST Enter on If wages from LOWEST Enter on If,~s trom LoWEST Enter on If wages from LOWEST Enter on 
paying job are- line 2 above paying job are- line 2 above paying job are- line 2 above paying job are- line 2 above 

$0 - $4.000 0 40,001 - 45,000 8 $0 - $5.000 0 65,001 ·80,000 .8 
4.001 - 7,000 1 45.001 - 54.000 9 5,001 - 11,000 1 80,001 • 100,000 • 9 
1.001 - 12.000 2 54.001 • 62.000 .10 11,001 • 16,000 2 100,001 and over 10 

12,001 - 18.000 3 62.001 - 10.000 11 16.001 • 21,000 3 
18,001 , 24,000 4 10,001 - 85.000 12 21.001 • 25,000 4 
24,001 • 28.000 5 85,001 - 100,000 13 25.001 • 40.000 5 
28,001 • 35,000 6 100.001 - 110,000 14 . 40.001 -50.000 6 
35.001 - 40.000 1 110.001 and over • 15 50.001 • 65.000 1 

Table 2: Two-EarnerlTwo-Job Worksheet 
Married Filing Jointly 

If wages from HIGHEST' Enter on 
paying job are- line 1 above 

$0 - $50.000 • • $400 

50,001 • 100,000 710 


100.001 - 130.000 • 850 
130.001 . 240.000 • .1,000 
240,001 and over .1.100 

All Others 
If wages from HIGHEST Enter on 
paying job are- line 1 above 

$0 -$30,000. • $400 
30,001 • 60.000. 110 
60,001 - 120,000 • 850 

120,001 - 250,000 • .1.000 
250.001 and over • • 1,100 

Privacy Act and Paperwork Reduction Act Nolice. We ask for the Infermation on this 
ferm to carry out the Inlernal Revenue laws of the United States. The Internal Revenue 
Code requires this information under sections 3402{l){2)(A) and 6109 and their regulations. 
FaRum to provide a properly completed ferm Will resutt in your being treated as a single 
person who c.laims no withholding allowances; providing fraudulent information may also 
subject you tei penallies. Routine uses of this infermation include giving it to the 
Department of Justice for civil and criminal litigation and to cities. states. and the District of 

. Columbia fer use In administering their tax laws. 

You are not required to provide the infonnation requested on a form th81 is sullject to the 
PaPerwork Reduction Act unless the form displays a valid OMS control number, Books or 

records relating to a form er itS 'instlUCtlons must be retained as long as their contents may 
beCome m~erial in the administration of any Internal Revenue law. Generally. tax returns 
and retum infonnation are confidential. as required by Code section 6103, 

The time needed to complete this form wiD vary depending On Individual circumstances, 
The estimated average time is: Recordkeeping 46 min,. Learning about the law or the 
form 10 min.. Preparing the form 1 hr.. 10 min. If you have comments conCerning the 
accuracy of these time estimates er suggestions for making this form simpler, we would be 
happy to hear from you. You can write to the Tax Fonns Committee, Western Area 
Distribution Center. Rancho Cordova. CA 95743·0001. 00 NOT send the tax form to this 
address. Instead. give it to your employer. 

'® 
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OMBQandA"s 
(June s; 1999) 

• How.. does the' Multistate Financial Insrln.'"tion Data Match process work?' How lox:g will 
OCSE retain the matched aCC01.l1lt :records? ..... . ". . 

Q. .During Marc~ 1999, OCSE, with the assi~e ofthe American B~g Association, the 
.. Credit Union National AssOciation and 4ie Security Industry Association identified and notified 

.1320 Multistate Financial Insti~tions (those operatini:in 2 or more states) of.the PR'WORA . 
require.tnents for a quarterly data matchoffirumcialiDStitUTion accounts and the availability of 
the OCSE proces~: Multimte inStitutions were infoIUied'that they may elect to participate in the 
OCSE procesS or with the states in which they do bUsiness. OCSE Election Forrils were mailed 

.to all identified ir.stitutiOllS during February. Institmlons have been requested to respond by June' 
30m. '.' "," ... '. . .... . 

,Tbe MuJtistateFina,ncial Institution Data MCttchbegins when ·states up&te the Federal Tax 
Offset File on a weekly basis to add and delete delinquent cases and, revise amounts oWing 
families. Vt'eekly.OCSE will edit the File to eHmmate any duplicate names (such as obligors . 
who have debts to familiesm two states) andvnll pass tile Fife against a file maintained'at SSA • 
to insure theaccU:racyofthe SoCial Security Numberahd Name match. If the SSN and name do 

. not matCh, t'le easeis.. e~inated from the FIDM file sent to Financial Institutions. 

The OCSE will prepare';l,.'1 Inquiry Fileconsistent·withthereccrd layout in the OMB approved 
Data Match Specifications Handbook and $en~ via FedEx, that Inquiry Record to Multistate . 
Financial Institutions ~i16 have elected to participate in theOCSE process. Basicaliy,the Inquiry 
Recordcontairis the name, address ~d SSN ofthe obligor. It does not contain.the amount of 
debt inc1irredby the obligor. . '. '. 

FiJla.ocial Institutions will have up to 45 days tCmE.tch the OCSE Inqwry againSt their file of 
. accoUnt holders and to reru..'l1 themalched account information to OCSE in a n:w:lner consistent 

with the OMB approved Data Match Specifications. Financial Institutions are also required to 
return the OCSE Inquiry Record along with ~.rmatched a.::counts recQrd. 

oess will fonvard the data'obtamed from the matched records to the appropriate states "ia 
' .. Connect:direct (th~ FeR ~ed.ic~ted..1ine) WifrJn 48 ho~ ofreceipt. S~s.will receive matc~ed . 

. rec<)rds onlyassocla~ WIth the ~es that are on,theu current Federal Tax. Offset flle subml'ttal. 
". Where' duplicates occur (tWo states with the same obUgor), both States will receive the same data 

.. : : at the'same time. ' '.' .... . 
.. '.:: .::: .:~ .~~. ';'" :;.::; :.' .. " . '\' . .' . : .. ..... ',. . ...., ' 

:. oess will maintain the' match account records for up to 90 days. Records (cassettes, CDs) will 
then bedestr()yed. No data file ofmatched aCcoLDlts is being built and maintained at OeSE • 

States. consistent With state law and state ~inistrative policies. ·maythen take action the 
identified accounts: . 

. .: 
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4· 'What were the Test File Results? 

It OCSE proYidedWel~s F~go Bank a.'1d Nations Bank with a Multistate financiallnstitution 
test file of over 3.1 million obligors who'~ name and $ocial~ecurity 'DUQ1bers were obtained from 
the Federal Tax Offset File. .. 

Wells and Nation.~ matched the OCSE test record against their account hold files to determine 
,the total number of obligors, and the total vaJ.ue of their matChed accounts. These matches were 
made against the "unmerged" instirution. Wells maintained accounts in 12 states, Nations in 13. 

The Wells Fargo test files resulted in72,193 matched obligors with acCounts wonh $69,065,927. 
" , 

Nations Bank test files resulted in 74.24$ matched obligors with accounts worth 592, 130.736. 
• f ~. • • 

,.Q. How many institutions haveagr~ed Io.pa.-ticipste to:date? 

A. As ofJune 7, 1999: 
. ' . '. . 

391 Multistate Finan.ci6.1 Institutions have agreed Ioparticipate in the OCSE process. 
'164 Multistate institutions have elected to pa."1lcipate \\ith the states in'which they operate. 

. Generally, these are institutions !hat operate in 2 states; the OCSEfile is too large to process. 

Of the 391 institutions electing to participate in the OCSE proceSs: 
190 are S.ecurity firms ' 

95 are credit unions' . 

lOS are banks 


".: . 
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NDNH. R.E'1'El'c"TION 

1. . HGW lonE is quarterly wage (QW) information ret~ed? 

.QWiDformation. pro\.'ided pursuant to section 453A(g)(2) ofthe Social Seeunty Act. 
shall be deleted from the database 24 months after the date of entry. However there is a 
12-mooth limit on access to QW Information for child support enforcement purposes 
W1.Iess it bas reswted in a match. . 

2. How long is new bire (W4) information retamed? 

W4 infonnation., provided pursuaat to section 453A(g)(2) of the Social Security Act., 
.shall be deleted from the d3:tabase 24 months after the da.1e ofentry. . 

3. How Jong is unemployment insuraDce (UI) inrQrmationr~tained? 
. . I 

. UI inforinatiOD., provided pursuaat to section 453A(g)(2) of the Social Security Act, shall 
be deleted from the cb:abase 24 moi:rtbs after the da:te of entry. However there is a 
12-month limit on access to tJI Information for child support enforcement purposes 
UD.Iess it bas resulted in a mamb.' . .. --' .' 

I . 

4. . Ii NDNH .ioformation retained for research purposes? 

.In accordance with section 453(j)(5) of the Act.. the Secretary ofHealth and Human . 
Services is authomod to retain sa.tJWles of data without: perscaal identifiers entered in the 
ND~1i to assist in carrying out research activities. . . 



Withdrawal/Redaction Marker 
Clinton Library 

DOCUMENT NO. SUBJECTtrITLE DATE RESTRICTION 
AND TYPE 

001. report Federal Parent Locater Service Security White Paper (12 pages) 06/08/99 b(2) 

This marker identifies the original location of the withdrawn item listed above. 

For a complete list of items withdrawn from this folder, see the 


WUhdrawallRedaction Sheet at the front of the folder. 


COLLECTION: 
Clinton Presidential Records 
Domestic Policy Council 
Cynthia Rice (Subject Files) 
OAlBox Number: 15428 

FOLDER TITLE: 
Child Support-Federal Parent Locater [J] 

rxl6 

RESTRICTION CODES 

Presidential Records Act - [44 U.S.C. 2204{a)] 


1)1 National Security Classified Information [(a)(l) of the PRA] 

P2 Relating to the appointment to Federal office [(a){2) of the PRA] 

P3 Release would violate a Federal statute [(a)(3) of the PRA] 

P4 Release would disclose trade secrets or confidential connnercial or 


financial information [(a)(4) of the PRA] , 
P5 Release would disclose confidential advise between the President 

and his advisors, or between such advisors [a){5) of the PRA] 
P6 Release would constitute a clearly unwarranted invasion of 

personal privacy [(a)(6) of the PRA] 

C. Closed in accordance with restrictions contained in donor's deed 
of gift. 

PRM. Personal record misfile defined in accordance with 44 U.S.C. 
220l(3). 


RR. Document will be reviewed upon request. 


Freedom of Information Act - [5 U.S.c. 552(b)] 

b(l) National security classified information [(b)(l) of the FOIA] 
b(2) Release would disclose internal personnel rules and practices of 

an agency [(b){2)of the FOIA] 
b(3) Release would violate a Federal statute [(b){3) of the FOlA] 
b(4) Release would disclose trade secrets or confidential or financial 

information [(b)(4) of the FOIA] 
b(6) Release would constitute a clearly unwarranted invasion of 

personal privacy [(b)(6) of the FOIA] 
b(7) Release would disclose information compiled for law enforcement 

purposes [(b)(7) of the FOIA] 
b(8) Release would disclose information concerning the regulation of 

financial institutions [(b)(8) of the FOIA] 
b(9) Release would disclose geological or geophysical information 

concerning wells [(b)(9) of the FOlA] 



June 8, 1999 

New Hire Database Meeting 

Background: 

1. 	 Current uses of National Directory of New Hires (NDNH). 

2. 	 Proposed additional uses ofNDNH data -- Education. 

3. HHS statements to O'Harrow for the article. 

Action Items: 

1. 	 What statements should be made this week? Who should make them? 

2. Prepare Q&A's and accompanying package of materials for possible release after this 
week. 

3. 	 Consider any other policy responses, if appropriate. 

Attachments: 

1.0MB Q&A's from HHS on Multistate Financial Institution Data Match. 

2. 	 NDNH Retention -- data destroyed within 24 months. 

3. 	 "Ensuring the Privacy and Seturity of the Federal Parent Locator Service." 

4. 	 "Uses of the National Directory of New Hires," HHS Report to Congress, 10/98. Note the 
transfers to Treasury for II administration of the tax laws II on page 5. 

5. 	 Excerpts from The Clinton-Gore Plan for Financial Privacy and Consumer Protection in the 
21"t Century, May 4, 1999. 

6. 	 "Governor Halts Sale Of State Wage Data, Action would violate right to privacy, he says," 
San Francisco Chronicle, June 5, 1999. 

7. 	 W-4 Form. Should any reference to the NDNH be included in the discussion of routine 
uses at the bottom of the second page? 

8. 	 Education Proposal, with budget scoring, as transmitted to Congress May 17, 1999. 
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. Number ofStateslAgencieS NUQ1ber ofRec:ordS 

Submittioe Data Posted to ~"'DNH 
New Hire 52Stateslferritories&:: 80.061.3E5 

127 Federal agenciei 
Quarterly Wage 52 Statesrrerriu>ries &777.871.031 

141 Federal ageDcies 

UnelDployment Insuralice . 52 S1atts!Territories 36.672,466 

TOTAL II of Retords 894,61 (},861 
Posted to :NDNH 

Territories norrepotting ~"D""1Ji date.: Quam and Vu-gin Islands 

Th:following States &. Territories bave not 

repon..".d to ilie FeR.: CA. Dc' ~"D. Guam.. & 

V- . l.,lands . , 

Number of Cuel Posted I 1] ,853.767 
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, Subtitle _-National Directory of l\'e,,' Hires 
SEC _.l\1ATCHING AGAINST NDNH \VITH RESPECT TODEF.-\~·LTED 

, LOANS AND OVERPAYMENTS OF GRAl'iTS UNDER THE HIGHER 

, EDl:JCA TI,ON ACT OF 1965. 

(a) AMENDMENT TO HIGHER EDl1CATION ACT OF 1965.-Part G of title IV of the 

Higher Education Act of 196? (20 U.$.C. 1 OOl'et seq:) is amended by inserting after section 

w 	 488A (20 U.S.c..1 095a) the following new section: 

"SEC. 488B. DATA MATCHING \\'ITH RESPECT TO DEFAULTED . '. 	 ,~.' 

LOANS AND OVERPAYME~tS OF GR.\NTS UNDER THIS TITLE. 

"(a) AUTHORlTY TO'MATCH DEBTOR lliTfORMATION WITH1"ATI01\AL 
, 	 . 

DIRECTORY OF NEW HIRES.-The Secretaryshall furnish,tothe Secretary of Health and 

Human Services, on a quarterly basis or at such Jess frequent intervals as n,lay be detenll,ined by 

the Secretary, information in th~ custody of the Secretary 'for comparison with information in the 

National Directory of New Hires established under section 453(i) of the Social Security Act. in 

order to obtain the infornlation in ,such directory with respeclto indi\'idll~ls \\'ho­

"(1) are borrowers ofloans made under this title that are in default; or 

"(2) owe an ob1igation to refund an overpayment of a grant awarded under this 

title. 

"(b) REQUIREMEl':T TO SEEK MINIMUM I~FORMAT10~ NECESS.-\RY ,-The ,-...... .' 

Secretary shal1 seek infornlatidn from the National Directory of New Hires pursuant to this 

section onlyto the extent essential to impro~ing c;:ollection pfthe debt described 'in subsection 

(a).. 

··(c) USEOF INFORMATJON OBTAINED IN DATA MATCHES.-The Secretary may 

~information resulting from adata match pursuant to this secti~' 

"(1}forthepurpose ofcollection of the debt described in subsection (a) owed by 

an individual whose annualized wage level (determined by taking into consider~ljun 

information from the National Directory of New Hires) exceeds 516,000; and 



--

"(2) after remO\;al ofpersonal identifiers, to conduct analyses of student loan 

defaults. 

"(d) DISCLOSURE OF ThTfOR.\1ATION OBTAINED I!,\ DATA MA TC'HES,,.. 

"(1) DISCLOSURES PERMJTTED.-The Secretary may disclose infomlation 

resulting from a data match pursuant to thi's section only to-' 

"(A) a guaranty agency holding a loan m~e under part B on which the 
~ 

individual is obligated; 

"(B) a contractor or agent of the guaranty agency described in 

subparagraph (A); 


"(C) a contractor or agent of the Secretary; and 


"(D) the Attomey General. 

.. . 

"(2) PURPOSE OF DISCLOStJRE.-The Secretary may make a disclosure lInder 

paragraph (l}'8'(or thepurpo~e o! collection ofthedebts owed on defallltcd'slUdent 

loans" or overpayments of grants, 'made' under this title" 
, ( . . . 

"(3)RESTRlCT10N ON REDlSCLOSURE.~An entity to which information is . 

disclc.sed undeF paragraph (1) may use or disclose sllch infonnation only as needed for 

the purpose ofcollecting on defaulted student loans, or o\,erp::lyinents of grants. made 

. under this title. 

"(4) PENALTIES FOR MISUSE.-The use or disclosure Of such infomiation by 

an officer or employee of the United States, a guaranty agency or a contractor in \'iolation 

ofthis section shall be subject to the ch'ilremedies and criminal penalties set forth in the 

E~, 5 U.S.C. 552..· . . . 

"(e) PAYMENTOF COSTS OF DATA MATCHES.­

"(1) REIMBURSEMENT OF HHS COSTS.-The Secretary shall reimburse the 

Secretary ofHealth' and Human Services, in accor:dance with ~ection 453(k)(3) of the 

,Social Security Act. fonhe additional costs incurred by the Secretary of Health and 

'Human Services in fumishing the information requested und'er this sectioil, 



h(1) FEES CHARGED TO GUARANTY AGE1\CIES.-The Secret,ary may 

impo!;e fees,on guaranty agencies for infOJ11'iation disclosed in accordance with 

subsection (d), based on the reasonable costs to the Secretary of obtaining such 

infon:l'1ation through data matches underthis section. Amounts deri\'ed from such fees 

shall be available for payment to the Secretary ofHealth and Human Services pursuant to 

paragraph(1 ), Fees 'authorized under this paragraph shall be collected and available for 

ob~igation only to the extent and in the amount provided in advance in appropriations 

acts, Such fees are authorized to be appropriated to remain a\'ailable 1Jntil expended:'. 

(b) AMENDMENTS TO SOCIAL SECURITY ACT.-, 

(1) MATCHING AJ\'D DISCLOSL'RE Al'THORITY.--Section 453U) of the 

Social Security Act (42 U.S.c. 653U») is amended by adding nt the end ,the follt'\\ in: )1(,,\\' 

paragraph: 

"(6) 11\TORMATioN COMPARISO~S AND DISCLOStJREFOR 

ENFORCEMENT OF OBLlGATIO~S O~ HIGHER EDl:CATIO~ ACT LO:\\'S :\\'D 

GRAJ'-:TS.­

, U(A) ll\ GENERAL.-The Secretary. in cooperation with the Secretary of 

Education, shall compare infomlation in the National, Directory of~e\\' Hir('s,\\ith 

,information in the custody ofth~ Secretary of Education, and disclose il1formation 

in that Directory to the Secretary of Education, in accordance with s~ction 4SSB 

of the Higher Education Act of 1965~ for the purposes specified in Stich seclion, 

"(B) CONDITION ON DISCLOSURE.-The Secretary shall make 

disclosures in accordance \'llith subparagraph (A) only to the extent that the. 

Secretary determines that such disclosures do not interf~re with the effectin' 

operation of the program ,under this part. Supponcollection under section 466(b) 

shall be given priority over collection ~f any defaulted student loan or grant 

,overpayment against the same income.". 

(2) PENALTY FOR MISUSE OF INFORMATlON.-Section453(l){2) of that Act 



, ' 

(42 U.S.c. 653(1)(2» is amended byinsening "or any otherperson
u 

after "omcer or 

employee of the United States". 

(c) EFFECTIVE DATE.-The amendments made by this section shall become effectin' 

October 1, 1999. 

(d) EFFECT OF ENACTMENT. Upon enactment of this section, the provisions of 

this section that would have been estimated by the Director of the Office 

ofManagement and Budget as changing direct spending and receipts under 

section 252 ofthe Balanced Budget and Emergency Deficit Control Act of 

·1985, in each fiscal years 2000, 2001, 2002, 2003, and 2004, shall be treated as j'f enacted ill an 

appropriations act pursuant to Rule 3 of the Budget Scorekeeping Guidelines 

set fonh in the Joint Explanatory Statement of the Committee of Conference 

accompanying Conference Repon No. 105-2] 7 (1 05tll Congress). 

' .. 
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I· 2000 BUDGET PROPOSALS 371 

~l 
TablE: 8-5.' MANDATORY AND REVENUE'PROPOSALS-Continued 

(In 'millions of dollars) , 

Estimate Total 
2000-2004i999 2000 2001 2002, 2003 2004 

Elimiiate unwarrantedoonefits ...................................... :..334 -4,744 -6,859 -7;090 -7,303 -:7,390 -33,386 

Subtotal, ol'fsets not,designated for discretionary ...... . -484 -7,063 -12,242 -11,890 -11,7,43 -12,591 -55,529 

Subtotal, proposalS subject to pay-as-you-go ......................... 
Proposals not s'Llbject to pay-as-you-go: 

, Education: ' 
Family educe,tion loaDS modification traDSfer ............. :.. 

Labor: 

327 -609 -62 

468 ',-110 

-107 

.:..111 

-151 

-97 

-171 

-80 

-1,100 

70 

U1 integrity ........................................................................ -118 -160 -160 -160 -160 -758 
 .," 
lSOcial Security Administration: 
itReturn to work 1lroposals (DI portion) ............................ 10 25 41 45 46 167 '! . 


Program integrity proposal (DI portion)......................... -7 -11 -13 ..;.12 -13 ' -56 

Impact of Medicare buy-on on OASI ......................................................... , 64 113 144 153 474 


FDIC: 
Interest payments 'related to State exam fees ................ -2 -7 -12 -17 -23 -61 


Morris K. Udall Scholarship Foundation: , . ' 

. Receipt of fed,eral payments to the foundation ............... -3 -3 -3 -3 -3 -15 

Uildistributed (Iffsetting receipts: 


Redefine wall:e base for military pay covered by. Social 

. Security .......................................................................... 264 


Revenues:. 

Clergy open season for OASDHI coverage (off-budget 


portion) .... ; .............. : ........ : .................................. ~.......... ; .......... ;.. -3 

---------~----~~~----------

Subtotal, p:roposals not subject to pay-as-you-go ........ 609 

====================-========== 

'Subtotal, proposa'ls not designated for discretionary ............ 327 ............................................................... : .................... .. 


Offsets designat,ed for discretionary: 
Outlays: 

Education-s·tudent loans: 

NDNH savf.ngs ............................................................... -876 -19 -25 -26 ~25 -971 

Recall addHional federal fund reserves ......... ; ......... : ... ....788 ........... ; ............................................ -788 
 *­HHS: 
Health carE: savings ...................................................... . -1,100 -:920 -1,030 .-980 -1,070 :-5,100 
Freeze TANF supplemental growth at FY99level ..... -45. -87· -48 ~1 -20 -241 

Corps of Engineers: . 
Harbor services fund user fees ...................... , .., .......... .. . -966 -963 -960 -996 -1,014 -4,899 

Undistributed offsetting. reCeipts: 
Change in military retirement .................................... . -849 -1,058 ";1,159 -1,231 -1,270 -5,567 

Allowances: 
, Tobacco recoupment policy , .......... : ....................... ; ...... . ......................................... -1,794 -3,318 -3,998 -9,110 
Revenues: 

Superfund ltax extensions ............................................ . -109 -1,532 -1,207 -1,219 -1,242 -1,259 -6,459 
Repeal of e:cisting harbor maintenance excise tax ..... . 472 505 541 578 619 2,715 
FAA user fj}e8 ................................................................: -1,122 ",:,1,184 -1,091 -1,007 -:910 -5,314 
Federal tobacco taxes ............~............~.......................... 77 -7,987 -7..105 -6,589 -6,418 -6,400 -34,499 

Subtotal, offsets designated for discretionary ....................... . -32 -14,793 -12,038 -13,374' -14;681 -15,347 -70,233 


TOTAL. 'mandatory and revenue proposals .............. . 295 -14,793 -12,038 -18,374 -14,681 -15,347 -70,233 


MEMORANDm.lt: 
Total tobacco recoupment Policy savings shown above ..... ............ .............. -2,824 -3,917 -4,553 -4,688 -15,982 
Total health care savings shown above ..., .... ; ................................... -1,326 -2,031 -2,296:-2,525 -2,685 -10,863 

-
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