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Reéord Type: Record

To: Cynthia A. Rice/OPD/EQP, Emil E. Parker/OPD/EQP, Emily Bromberg/WHO/EOP, Barbara -

Chow/OMB/EOP
cc: . Barry White/OMB/EQOP, Keith J. Fontenot/OMB/EOP, Matthew McKeamiOMB/EOP Sandra
- Yamin/OMB/EOP

~ Subject: opener for CSE dialogue

The followmg is a one-pager on simplifying the child support funding structure which reflects the
commitment in the Budget to examine this issue and to propose legislation. It-assumes enactment of the
other CSE legislative proposals in the Budget: 1) conform paternity testing match to the administrative
match rate; and 2) repeal the hold harmless provision.

Please let us know what you think of this proposal and your thoughts on next ste bring HHS and
others lnto the process. We would like to meet on this early next week.
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Simplifying the Child Support Enforcement Funding Structure /

.o

The FY 1999 Budget lays out the current complexity of the Child Support Enforcement (CSE) funding |
structure as well as some of the unintended incentives for the creation of State-only programs. States
currently get Federal payments covering administrative costs at several different matching rates. States
also get Federal incentive payments, levy user fees, keep a portion of TANF-related collections, and
return a portion to the Federal government. In addition to making some preliminary simplifications, the
Budget promises to, "hold a dialogue with the stakeholders of the child support program to look at ways to
address these problems” and to prepare Eegislation taking into account these findings.

Towards this end, we are looking for a proposal that: 1) simplifies the CSE funding structure 2) gives
State CSE programs greater flexibility; 3) eliminates financial incentives for the creation of State-only
programs; 4) does not decrease the amount of child support collected; 5) maintains critical interstate
processes and standards and 6) is cost neutral.

The followmg proposal -provides a basis for discussion with stakeholders. it would be cost-neutral and
would further S|mphfy the child support ﬂnancmg structure into an 1) open-ended grant, and 2) incentive
funds:

¢  States would be allowed to keep all TANF collections (including the Felieral share);

o  The current incentive payment structure would be maintained, with formula modifications
consistent with the Administration’s report on incentive funding;

¢  The Federal administrative match to States would be adjusted by the estimated amount
of the Federal share of collections that States would now be able to keep, resulting in a

cost-neutral swap. Ugin 5 g W ag]]% P

In FY 1999, the Federal-share of collections should be equat to about 39 percent of esttmated CSE costs.
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Allowing :States to keep all TANF collections (both'State and Federal shares) would provide almost 76
percent of the resources necessary to support their estimated FY 1999 administrative costs.

This proposal would provide open-ended Federal financial participation that would cover 39 percent of
costs in FY 1999, including both the administrative grant, enhanced ADP funds, and incentive funds. By
FY 2003, Federal support would grow to an estimated effective match rate of 44 percent as the result of
estimated increases in incentive payments. When Federal payments are combined with all TANF -
collections and existing State user fees, total resources for CSE would provide about 108 percent of
anticipated child support costs in FY 1999.

This proposal would not decrease expected CSE resources available to States. It would simplify the flow
of funds and better reflect the new relationship between the Federal and State governments estab-lished,
in welfare reform. This proposal would give States additional flexibility to design their own CSE programs,
including passing through the full amount of child support to families. In addition, it would increase the
incentives for States to serve TANF cases by more than doubling the amount that they would get to keep
if they increased TANF-related collections. Finally, it would eliminate the incentive for States to create
State-only programs solely to increase their share of TANF collections. States would still be able to set up
State-only programs at no additional cost to the Federal government.
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Cynthia A. Rice , ' 01/09/9807:25:31 PM..

i
Record Type:  Record

To: Bruce N. Reed/OPD/EQP, Elena KaganSOPD{EOP

cc: " Diana Fortuna/OPD/EQP, Andrea Kane!OPDfEOP Emily Bromberg/WHO/EOP
Subject: Here's the child support language OMB sent HHS Friday night

We managed to push them pretty .far, | thmk, although they pushed back a bit on the legislation
issue {see third graph). - | believe this does not commit us to send legislation to the Hill -- we only
prepare legislation if we can get members of Congress to work with us on it.

The Child Support Enforcement Financing .
The Federal government has a strong interest in seeing that the. national child support system is
effective. Funding of the Child Support Enforcement (CSE) program, however, remains
needlessly complicated. States get Federal payments covering administrative costs at several
different matching rates. States also get Federal incentive payments, levy user fees, keep a -
portion of TANF- related collections, and return a portion to the Federal government.

€

Federal retention of TANF-related payments is a legacy of the old AFDC program in which
States and the Federal government shared in the funding of AFDC, and therefore in the
collection of child support for AFDC recipients. With welfare reform, States have great
freedom to design assistance paekag-es for families with dependent children. However, States
must continue to share a portion of child support collections with the Federal government.

- This-makes-it-difficult The need to share collections under both prior and current law may ’
serve as a disincentive for States to pass through the full amount of child support to families
and creates an unintended incentive for States to serve TANE needy families through programs
funded only with State dollars. *Spending on these "State-only” programs continu count

- under the TANF maintenance of effort requirement, but child support collections chalf of

these famﬂies ‘do not need to be shared with the Federal government

The Administration will hold begi-n a dialogue with the stakeholders of the child support
program to look at ways to address these problems, and in working with members of Congress

will prepare legislation to-be-t-ransm&tted—t@-@ongtess—lat@r—ﬂn&Spﬂﬁg— The Budget would also

take a first step towé/rds simplifying the child support funding structure by 1) conforming the
match rate for/paternity testing with the basic administrative match rate and 2) repealing the
hold harmless provision established in welfare reform.

Conforming paternity testing pa‘yments with the basic administrative match rate will simplify
the funding structure and greatly increase the incentive for States to control paternity testing
costs.. These costs vary enormously from State to State. Paternity establishment is a vital step
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in estabilshmg and collecting support orders. With the expansion of voluntary paternity
estabhshment authority and inclusion of paternity establishment in the child support incentive
payment formula, we believe that the right incentives are in place to maximize the
establishment of paternities without an enhanced match for paternity testing payments.

The hold harmless provision in welfare reform guaranteed States at least their FY 1995 State
share of TANF-related collections no matter what their level of'.performance was. We believe
that this sends States the wrong message and propose to eliminate this provision in order to
assure that poorly performing States have an incentive to mcrease their TANF-related
: collectlons ' ‘

Taken together, these changes would equal about $300 million over five years which is less
than two percent of program costs. Under current law, States have resources equal to about
116 percent of the amount that thiey currently spend on their State Child Support programs.



4

Cynthia A. Rice - 01/09/98 04:08:40 PM -

T
Record Type: Record

To: Bruce N. Reed/OPD/EQOP

cc: Cathy R. Mays/OPD/EQP, Andrea Kane/OPD/ECP
Subject: Please look at this chiid support proposal

Here is OMB s language with our proposed changes. OMB wanted our views by 4:00.
Elena took a copy with her. OMB hasn't sent it to HHS yet

The Child Support Enforcement Financing
The Federal government has a strong interest in seeing that the national child support system is

. effective. Funding of the Child Support Enforcement (CSE) program, however, remains

needl@ssly complicated. States get Federal payments covering administrative costs at several
different matching rates. States also get Federal incentive payments, levy user fees, keep a
portion of TANF-related collections, and return a portlon to the Federal government.

Federal retention of TANF—relatc;d payments is a legacy of the old AFDC program in which
States and the Federal government shared in the funding of AFDC, and therefore in the
collection of child support for AFDC recipients. With welfare reform, States have great
freedom to design assistance packages for families with dependent children. However, States
must contmue to share a portion of child support collections Wlth the Federal government.

W ; unt of child support to fam1l1es and Creates an unmtended incentive for

shared with the Federal government.

' —2 o, (9 — L
3 a dialogue wit the stakehol ers of the child support program to
look at ways to address these problems and to prepare
legislation this Spring. The Budget would also take a first
step towards simplifying the child support fupding structure by 1) conforming the match rate
for paternity testing with the basic administrtive match rate; and 2) repealmg the hold

The Administration will €

‘ ,harmless provision estabhshed in welfare reform.

‘Conformmg paternity testmg payments with the bamc adrmmstratlve match rate will simplify -

_ the fundmg structure and greatly increase the jncentive for States to control paternity testing

costs. These costs vary enormously from State to State. Paternity establishment is a vital step
in establishing and collecting support orders. With the expansion of voluntary paternity

BN




establishment authority and inclusion of paternity establishment in the child support incentive

payment formula, we believe that the right incentives are in place to maximize the O
establishment of paternities without an enhanced match for paternity testing payments. ﬁ/

The hold harmless provision in welfare reform guaranteed States at least their FY 1995 State
share of TANF-related collections no matter what their level of performance was. We believe
“that this sends States the wrong message and propose to eliminate this provision in order to %Qg
assure that poorly performing States have an incentive to increase thelr TANF-related

collections.

Taken together, these changes would équal about $300 million over five years which is less
than two percent of program costs. Under current law, States have resources equal to about |
116 percent of the amount that they currently spend on their State Child Support prograrns :



Cynthia A. Rice . 01/09/98'05:30:23 PM -
Record Type:  Record '

To: BruceN Reed,‘OPD/EOP. '
.ccr . : ’
bee: hecords Management

Subject: Re: Please look at th!s child support proposal B

The enhanced match- was added |n the Family Supp‘o‘rt‘ Act whén states were first required to meet

federal standards- for establishing paternities, so it pre-dates’ us. |think we can argue that the

' enhanced match for these blood tests was necessary to get states to begin testing, but is no longer

- needed {this proposal will drop the federal match from 90 to 66%, the percent we pay for aH child
support enforcement costs) 1I'm not. wrld about it but I think we" can justify it.- :

omMB may push back on oUr pr0posa| to say we "will invite' Congress to work togethéf to brepare

. ‘legislation” instead of "will prepare |eg|s!atton to be transmltted to Congress But 1'll send this to
~ them and let's see what they say : O g

~ Bruce N‘iReed

Bruce N. Reed
" 01/09/98 05:13:37 PM

<y

‘Record Type:  Record  * O

To: Cynthia A, Rice/OPD/EOP -
cc: e . o e
Subject: Re: Please look at this child éupport- 'proposal il

ki
l

-} 'guess that's OK Was the enhanced match for patermty estabhshment a Clmton achuevement or’

does that pre- date us?
i
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1/ EmilE. Parker
ST 01/09/98 05:08:20 PM

Record Type: Record

To: Edwin Lau/OMB/ECOP

cc: Barbara Chow/OMB/EQP
bce: Cynthia A, Rice/OPD/EOP

Subject: Re: CSE policy b

1. Please stnke the clause in the second paragraph that reads "makes it dIffICU|t for States to
pass through the fuli amount of child support to families..

This clause is a bit mlsleadmg. The current structure may not be as pass-through friendly as .one in
which States retain 100 percent of TANF collections, but the paragraph primarily discusses the
differences between TANF and AFDC, and it is not clear that passing through 100 percent of the
coHectlon is any more difficult under current as opposed to prior law.

Moreover, { am hot convinced that States would pass through a higher percentage of child support
to families if they (States] retained 100 percent of TANF collections. Under current law, States
have the option of passing through 100 percent of the child support collected and reducing the
TANF benefit on a dollar for dollar basis. Unless there is ewdence concerning the effect of this
potential ‘change on State pass-through policy, the clause should be dropped. :

2. In the first sentence of the third paragraph, between "and" and "prepare,” please add the .
following:. ", in consultation with these interested parties,” ’ »

3. In that same sentence, strike "to be transmitted to Congress later.” The clause would then

read "and, in consultation with these interested parties, prepare legislation this spring.”

Thank you; I apologize for 'the delay .in getting these comments to you.
Edwin Lau

. .
- “’@
’\m - ,"‘J b
- ) B .

01/09/98 01 44 1? PM

Record Type: Record .

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

ce: Barry White/OMB/EOP, Sandra Yamin/OMB/EOP
Subject: CSE policy

‘V The followmg is a description of the CSE pohcy We wanted to run this by all of you before -
sharing 1t Wlth HHS: : ;



ﬁ Elena Kagan )
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~ Record Type:  Record

To: Cynthia A. Rice/OPD/EOP

cc: -;See the distribution list at the bottom of this message
Subject: Re: OMB's latest on child support budget proposal i

sounds generally ok, {h'ough | would say that we'll work with Congress on legislation, rather than
send it ourselves. : ‘

Message Copied To:

Bruce N. Reed/OPD/EOP
Emily Bromberg/WHO/EQP
Emil E. Parker/OPD/EOP ‘
Diana Fortuna/QPD/EQP
Andrea Kane/OPD/EGP




Record Type:  Record

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

cci'” . Barry White/OMB/EOP, Sandra YammeMBfEOP
Subject CSE policy : .

The followmg isa descrrptron of the CSE pohcy We wanted to run this by all of you before
sharmg 1t w1th HHS o 4 , , .

: The Chlld Support Enforcement Financing
. The Federal government has a strong intérest in seeing that the natlonal child support system is
L effectrve Funding of the Child Support Enforcement (CSE) program, however, remains
galizmsly complicated. States get Federal payments covering administrative costs at several
o d1fferent matching rates. States also get Federal incentive payments levy user fees, keep a
' ’portton of TANF related collect1ons and return a portion to the Federal government

iams :
 Federal retent1on of TANF related aynﬁnts is a legacy of the old AFDC program in whteh
~ States and the Federal governmen shared in the funding of AFDC, and therefore in the
~ collection of child support for AFDC recrplents - With welfare reform, States haye-gréat o,
freedom:to design assistance packags: s-for families with dependent childrep. owever, States’
“:,must continue to share a portron of chrld support collections with thg Féderal government.
,’\/ -This makes it Qiﬁgt}_lt!for States to pass through the-full amount.e child support to families
C—“(W -and creates an uninterided incentive for States to serve S families through programs
, funded only with State dollars. Spending on'these “State-only programs continues to count
W\ 7 under the TANF maintenance of effort requirement, but child support collectiofis on behalf of
P - these famlhes do not need to be shared with the Federal government.
- - - ’ o \N { \il-\ﬁ— CO @1(1’3§’\'“ m“k"‘\wﬁv”{v
The Admlmstratlon will begm a d1alogue with the stakeholders of The child support program to
. lookat ways to address these problems, andéepare legislation to< FE
Ms latarthis-Speing. The Budget would-also take a first step towards srmphfymg the ch11d _
\J(G}‘J‘ < support funding structure by 1) conforming the match rate for paternity testing with the basic
‘ admmrstratwe match rate; and 2) ‘repealing the hold harmless provrsron established in welfare
reform ' : '

i

Conforming paternity testing payments with the basic administrative match rate will simplify
the funding structure and greatly increase the incéntive for-States.to control paternity testing -
costs. These costs vary enormously from State to. State. Paternity establishment is a vital step
in estabhshmg and collecting support orders. With the expansion of voluntary paternity
establishment authority and inclusion of paternity establishment in the child support incentive
paymentt formula, we beheve that the rrght incentives are:in place to maximize the ’

¥y
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B estabhshment of patermtres w(ﬂmﬂ\ an en l"“ ”(ﬂg maﬁé't{f PWR!F‘\\{ #d) }an

: The hold harmless provision in Welfare reform guaranteed States at least thelr FY 1995 State -
share of TANF-related collectlons no matter what their level of performance was. We believe
_ ' that this 'sends States the wrong message and propose to eliminate this provision in order to
" assure that poorly performmg States have an mcentlve to merease thetr TANF related
collectrons ‘ -

; ATaken together these changes would equal about $300 m11110n over ﬁve years whlch is less
~ than two percent of program costs. Under current law, States have resources equal to about

116 percent of the amount that they currently spend on therr State Chlld Support programs

| o . \
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‘ Message Sent To

~ Cynthia'A: Rice/OPD/EOP
Keith J. Fontenot/OMB/EOP o g

' Emily Bromberg/WHO/EOP * - Sy
o Emil E. Parker/OPD/EQP . ', , - e
' Barbara Chow/OMB/EOP S ‘
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| Chxl’d Support Enf 0q cement Fmancmg ’I‘ ( budget proposes to turn the child Support Any\ﬁ
ﬁnancmg structure mto a combination grant and ip€entive fund.’ Currently, States receive Federal :
payments at different match rates as well as Fedgfal incentive payments. States also levy user fees © nre

and keep part of their TANF-related collectiop, whrle retummg part of thern to the Federal ey
government o 3 ‘ : , , : S

The budget allows States to keep all TANF—related eollecttons and no longer subjects
them to Federal match requirements. § ates could pass these collections on to families or use
them in the TANF program. The bugget maintains the current incentive payment structure, but
 proposes formula modrﬁcatxons tied/to peformance (consistent with the Health. and Human
Services Department’s (HHS) 1997 report o incentive ﬁmdmg) and requires States to maintain
‘State spending at least at 1997 Ig els Thus, the budget grves States more flexibility and control
over their program, and States ill have more centrve to go after 'I‘ANF collections because

.they can keep whatever they llect S : :

! The budget also requires States to cellect at 18qst a $25 user fee from non-custodial - :
parents involved in non-YANF cases, and gives them th flexibility to collect more, on a sliding
scale based on ......, (" . States could pay the fee themselyes, but the budget would cut the basic
State gxant by $60 jflion a year to reﬂect the user fee requi ement : “

‘ } Under currént law States get resources equal to about N6 percent of what they need to _
run their State Cjild Support Programs. The budget would force\gon-custodial parents in non-
TANF cases topay a small portion of the administrative cost of hany dling their cases. Evenifall
States paid thed user fee themselves they still would have resources equal to 1 15 percent of therr
program ‘costs. C :
b AIIocatwn of Ad:mmstratzve Costs Among We{fare Pragrams The budget proposes to
. ,address projected Federal cost increases'in Food Stamps and Medicaid that arise from changes in

the way States charge costs to the Federal Government to. admrmster these programs as well as
'I‘ANF ~ : :

A : . :
: Before welfare reform, States charged most common eosts of the three programs to
TANF’s predecessor, Aid to Families With Dependent Children (AFDC). With TANF — which -
- consolidated cash welfare assistance and related programs and limited the amount of funds that -
could go for admrmstratrve purposes - many States have sought to charge fewer of their expenses
" to TANF and more to Food Stamps and Medrcazd wluch still provrde open—ended matclung funds
for State adrrumstratwe costs. -
> Todate, HI{S has not approved State requests to change therr cost allocatxon plans in
order to increase administrative reimbursements under Food Stamp and Medicaid. Neither the
Administration nor Congress envisioned such cost mcreases - whrch would. exceed a prOJected
: 3500 million a year - in craﬂ;mg welfare refonn Sy ‘

‘ In 1999 the Admxmstratxon plans to let States change thexr cost allocatxon plans to charge -
more of their common admrmstratrve costs to Food Stamps and Medxcaxd But to prevent Federal
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{%%ion for years. after 1984, each parent may claim the medical ex-
enses that he or she pays for the ’child. ,

.1986

lPubhc Law 99-509, the Omnibus Budget Reconclhatlon ‘Act of
-1986, included one child support enforcement amendment prohibit-
\ing the retroactive modification of child support awards. Under this
new requirement, State laws must provide for either parent to
“apply for modification of an existing order with notice provided to
the other parent. No modlﬁcatlon is permitted before the date of
thxs notlﬁcatlon ‘

1987

Pubhc Law 100—203 the Omnibus Budget Reconcﬂlatmn Act of
1987, required States to provide child support enforcement services
to all families with an absent parent who receives Medicaid and
‘have assigned  their support rights. to ‘the State, regardless ‘of
; .whether they are- recemng AFDC. . ‘

1988

'Pubhc Law 100—485 the Family Support Act of 1988 .empha-
sized the duties of parents to work and support their children and,
in particular, emphasized child support enforcement as the first
line of defense against welfare dependence. The key Chlld support-
prowsmns include:

Guidelines for child support awards

Judges and other officials are required to use State gmdehnes for
child support unless they rebut the guidelines by a written finding

5 “that applying them would be unjust or inappropriate in a particu-
. lar case. States must review guidelines for awards every four years.

i, Beginning 5 years after enactment, States generally must review

and adjust individual case awards every 3 years for AFDC cases.
The same applies to other IV~D cases, except review and adgust-
ment must be at the request of a parent :
Estabhshment of patemuy

States are required to meet Federal standards for the establlsh-

¥ ment of paternity. The primary standard relates to the percentage

obtained by dividing the number of children in the State who are
born out of wedlock, are receiving cash benefits or IV-D child sup-. -
port services, and- for whom paternity has been established by the
number of chlldren who are born out of wedlock and are receiving
"" c¢ash benefits or IV-D child support services. To meet Federal re-
- quirements, this percentage in a State must: (1) be at least 50 per-

cent; (2) be at least equal to the average for all States; or (3) have
V increased by 3 percentage points from fiscal years 1988 to 1991 and

by 3 percentage points each year thereafter. States are mandated
to require all parties in' a ‘contested paternity case to take a genetic
Ctest upon request of any party. The Federal matching rate for lab-
~ oratory testmg to establlsh paternity 1s sét at 90 percent
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| ' ~ Child Support Enforcement : e
The Budget strengthens the Child Support system by taking a first step towards glmphfymg the
child support funding structure by: 1) conforming the match rate for paternity testing with the
basic administrative match rate; and 2) repealing the hold harmless provision established in
- welfare reform.

Under current law, States have resources equal to about 110 percent of the amount that they

.. currently spend on their State Child Support programs leading to an estimated surplus to States

of about $380 million in FY 1998. The Budget reduces this windfall by $300 million over five
years, which is less than two percent of program costs.

Paternity Match Rate

- Currently, the Federal government pays 90 percent of the laboratory costs involved in paternity
testing. The Budget proposes to reimburse these costs at the basic administrative match rate of
66 percent. This change would save the Federal government about $40 million over five years.

Cbnforming the paternity testing match rate helps to simplify the child support funding structure
by reducing the number of different Federal matching rates. It should not overly burden States
given the decreasing cost of paternity establishment testing, and it gives States an added
incentive to control costs related to paternity establishment. Welfare reform expanded voluntary
paternity establishment authority and included paternity establishment in the child support
incentive payment formula. Paternity establishment is a vital step in establishing and collecting
support orders. The right incentives are already in place to maximize the establishment of
paternities without an enhanced match for paternity testing payments.

Hold Harmless Provision

The hold harmless provision, enacted in welfare reform, guarantees States their FY 1995 State
share of TANF-related collections regardless of their level of performance. The Budget proposes
to repeal this provision. This change would save the Federal government about $260 million -
over five years. ‘

The hold harmless prdvision was put in place to protect States from any loss resulting from the

]

new Family First distribution rules. TANF collections are linked to a variety of factors, however,

- including TANF time limits and State performance. In FY 1995, States collected, on average,
13.6 percent of AFDC and Foster Care assistance payments through the child support system.
There is room for improvement. Elimination of this provision provides poorly performmg States
with an incentive to increase thelr TANF-related collections.

The funding structure of the CSE program is complicated and it should be further simplified in
order to give States more flexibility and to eliminate an unintended incentive for States to create
“State-only” programs in order to keep the Federal share of child support collections. The
Administration will hold a d1a10gue with the stakeholders of the child support program to look at
additional ways to simplify and strengthen the child support funding structure, and in working -

"~ with members of Congress, will prepare legislation.
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Record Type: Record

To: Cynthia A. Rice/OPD/EOP, Emil E. Parker/OPD!EOP Emily Bromberg/WHO/EQP, Barbara

- Chow/OMB/EQP
cc: - Barry White/OMB/EOP, Keith J. Fontenot/OMB/EOP, Matthew McKeémIOMB[EOP, Sandra
) Yamin/OMB/EOP

Subject:' opener for CSE dialogue

The following is a one-pager on simplifying the child support funding structure which reflects the
commitment in the Budget to examine this issue and to propose legislation. It assumes enactment of the
other CSE legislative proposals in the Budget: 1) conform paternity testing match to the admlmstratuve

- match rate; and 2) repeal the hold harmless provision.

Please.let us know what you think of this proposal and your thoughts on next steps for bring HHS and -
others into the process. We would like to meet on this early next week.
leg_prop.wpd

Simplifying the Child Support Enforcement Funding Structure

The FY 1999 Budget lays out the current complexity of the Child Support Enforcement (CSE) funding
structure as well as some of the unintended incentives for the creation of State-only programs. States
currently get Federal payments covering administrative costs at several different matching rates. States
also get Federal incentive payments, levy user fees, keep a portion of TANF-related collections, and
return a portion to the Federal government. In addition to making some preliminary simplifications, the
Budget promises to, "hold a dialogue with the stakeholders of the child support program to look at ways to
address these problems" and to prepare legislation taking into account these findings.

Towards this end, we are looking for a proposal that: 1) simplifies the CSE funding structure; 2) gives
State CSE programs greater flexibility; 3) eliminates financial incentives for the creation of State-only
programs; 4) does not decrease the amount of child support collected; 5) maintains critical interstate
processes and standards; and 6) is cost neutral.

The following proposal provides a basis for discussion with stakeholders. It would be cost-neutral and
would further simplify the Chlld support financing structure into an 1) open-ended grant and 2) incentive
funds: ,

e  States would bé allowed to keep all TANF collections (including the Federal share);

e  The current incentive payment structure would be maintained, with formula modifications
consistent with the Administration’s report on incentive funding;

e . The Federal administrative match to States would be adjusted by the estimated amount
of the Federal share of collections that States would now be able to keep, resulting in a

cost-neutral swap ¥ gmj 5 gpﬁuf% a;n% 2

In FY 1999, the Federal-share of collections should be equal to about 39 percent of estimated CSE costs.

Cam@wﬂ, /{‘0 571070 N~
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Allowing States to keep all TANF collections (both State and Federal shares) would provide almost 76
percent of the resources necessary to support their estimated FY 1999 administrative costs.

This proposal would provide open-ended Federal financial participation that would cover 39 percent of w
costs in FY 1999, including both the administrative grant, enhanced ADP funds, and incentive funds. By W &‘
FY 2003, Federal support would grow to an estimated effective match rate of 44 percent as the result of

estimated increases in incentive payments. When Federal payments are combined with all TANF

collections and existing State user fees, total resources for CSE would provide about 108 percent cf

anticipated child support costs in FY 1999.

This proposal would not decrease expected CSE resources available to States. It would simplify the flow
of funds and better reflect the new relationship between the Federal and State governments estab-lished
in welfare reform. This proposal would give States additional flexibility to design their own CSE programs,
including passing through the full amount of child support to families. In addition, it would increase the
incentives for States to serve TANF cases by more than doubling the amount that they would get to keep
if they increased TANF-related collections. Finally, it would eliminate the incentive for States to create
State-only programs solely to increase their share of TANF collections. States would still be able to set up
State-only programs at no additional cost to the Federal government.
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Record Type: Record

To: Barbara Chow/OMB/EQP
cc: See the distribution list at the bottom ‘of. this message
bee: *

Subject: Re: Child Support Budget Language §j

| beheve in working with members of Congress will prepare legislation™ does not commit us to
send legislation to the Hill'if after consulting with stakeholders and members we decide we do not
want to do so, After all, we took out of the earher draft the "transmit to the Hill in the spring”
-language. L

Barbara Chow ' :

Barbara Chow ‘
01/20/98 12:35:19 PM

R
H
4

i
Record Type: Record

To:  Emil E. Parker;’OPDIEOP

cc: cynthia a. rice/opd/eop, emlly brombergiwhoieop, edwin lau/omb/eop, Barry White/OMB/EGP
Subject: Re: Child Support Budget Language [%

| still prefer the first formulation.  The second and third formulations are slightly weaker and seem
to suggest that Congress will dnve our Ieglslatlve proposal.

The understanding | thought we had was that the Administration would prepare 'legislétion for
transmittal to the hill in late spring, after a period of consuitation with stakeholders and interested
members. In my mind the curreht wording refiects that commitment.

If you have other suggestions that capture the gist of this agreement but clarify our intent to send
up legislation after a period of consultation, I'm open to other ideas. .

Message Copied To:

"Emil E. ParkerlOPDIEOP
Cynthia A. Rice/OPD/EOP
Emily Bromberg/WHOQO/EOP
Edwin Lau/OMB/EOP
Barry White/OMB/EOP




3 #  Emil E. Parker
ST 01720/98 12:13:41 PM

R

Record JType: Record

To: - Cynthia A. RlceIOPDIEOP
cc: Barbara Chow/OMB/EOP, Emily Bromberg/WHO/EOP Edwin Lau/OMB/EOP
bece:

Subject: Re: Child Support Budget Language

| agree with Emily that the secdnd proposed chavnge is preferable to the first.

Cynthia A. Rice

" Cynthia A. Rice . 01/20/98 11:27:41 AM

b
Record 'Type: Record

To: Barbara Chow/OMB/EOP, Emil E. Parker/OPD/EOP, Em’iiy Bromberg/WHO/EOP
cc: Edwin Lau/OMB/EQP
Subject: Child Support Budget Language

The sentence we all agreed to regarding child support legislative langauge was:

~ "The Administration will hold a dialogue with the stakeholders of the child support
program to look at ways to address these problems, and in working with members
of Congress, will prepare legislation." ‘

I have had one of our wordsmithéﬁsuggést it would be more grammatical and clear to say:

"The Administration will hold a dialogué with the stakeholders of the child support
program to look at ways to address these problems and work with members of
Congress to prepare legislation.”

or

"The Administration will hold a dialogue with the stakeholders of the child support
program to look at ways to address these problems, and work with members of
Congress on legislation.”

~ Are either of these changes acceptable?



Record Type:  Record

To: Cynthia A. Rice/OPD/EOP

cc: . Barbara Chow/OMB/EOP, Emil E. Parker/OPD/EOP, Edwin Lau/OMB/EQP
Subject: Re: Child Support Budget Language ;’E"

" second two I.ook.better than the first.

i



' Cynthia A. Rice ' 01/20/98 11:27:41 AM

|
Record Type:  Record

To: " Barbara Chow/OMB/EOP, Emil E. Parker/OPD/EOP, Emily Bromberg/WHO)EOP'

ce: . Edwin Lau/fOMB/EOP -
Subject: Child Support Budget Language '

The sentence we all agreed to regarding child support legislative langauge was:

"The Administration will hold a dialogue with the stakeholders of the child support
program to look at ways to address these problems and in working with members
of Congress will prepare legislation.” :

| have had one of our wordsmiths suggest it would be more grammatical and clear to say:
. - e

"The Administration will hold a dialogue with the stakeholders of the child support
program to look at ways to address these problems, and work with members of
Congress to prepare legislation.”

or

"The Administration will hold' a dialogue with the stakeholders of the child support
program to look at ways to address these problems and work with members of
Congress on legislation.” ,

)

Are either of these changes acceptable?

[
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Record Type: Record

To: , Barbara Chow/OMBiEOP Emil E. Parker/OPD/EOP CynthxaA RlceiOPDlEOP Emily

Bromberg/WHO/EOP -

ce: Keith J. FontenothMBz’EOP ‘Barry White/OMB/EOP, ‘Sandra Yamzm‘OMBiEOP
Subject: child support language : .

here is the lémguage that we agrecd to ‘tonight. We've sent a copy to HHS for their comment:

Child Support Enforcement Financing

“The Federal government has a strong interest in seeing that the national child support system is

effective. Funding of the Child Support Enforcement (CSE) program, however, remains
complicated. - States get Federal payments covering administrative costs at several different
matching rates. States also get Federal incentive payments, levy user fees, keep a portion of
TANF-related collectlons and return a portlon to the Federal government '

Federal retention of TANF-related payments is a legacy of the old AFDC program in which
States and the Federal government shared in the funding of AFDC, and therefore in the

“collection Qf child support fdr'AFDC recipients. With welfare reform, States have great

fr_eedor'n to design assistance for families with dependent children. However, States must
continue to share a portion of child support collections with the Federal government. The
need to share collections under both prior and current law may serve as a disincentive for

‘States to pass through the full amount of child support to families and creates an unintended
‘incentive for States to serve needy families through programs funded only with State dollars.

Spending on these “State-only” programs continues to count under the TANF maintenance of
effort requirement, but child support collectlons on behalf of these famlhes do not need to be
shared with the Federal government. :

The Administration will hold a dialogue with the stakeholders of the child support program to
look at ways to address these problems, and in' working with members of Congress, will
prepare legislation. The Budget also takes a first step towards simplifying the child support
funding structure by .1) conforming the match rate for paternity testing with the basic
administrative match rate; and 2) repealing the hold harmless provision established in welfare
reform.. ‘

Conforming paternity testing payments with the basic administrative match rate will simplify
the funding structure and greatly increase the incentive for States to control paternity testing
costs. These costs vary enormously from State to State. Paternity establishment is a vital step
in establishing and collecting support orders. With the expansion of voluntary paternity

cstabli'sllnnent authority and inclusion of paternity establishment in the child support incentive



payment formula, we believe Vthét the right incentives are in place to maximize the
establishment of paternities. Without an enhanced match for paternity testing payments.

The hold harmless provision in welfare reform guaranteed States at least their FY 1995 State

~ share of TANF-related eolleetlons no matter what their level of performance was. We believe
that this sends States the wrong message and propose to eliminate this provision in order to
assure that poorly performing States have an incentive to increase their TANF-related
colleetlons

: Taken together these changes would equal about $300 million over five years which is less,
than two percent of program costs. Under current law, States have resources equal to about
116 percent of the amount that they eurrently spend on their State Child Support programs.

&



|. cynthia A. Rice - .+ 01/09/98 07:38:26 PM'
N i o R i « N

t

Reeord: Type:- .. Record.

“To: ' Bruce N. ReediOPD/EOP ‘Efena’ Kagan/OPD/EOP
cc: i Diana Fortuna/OPD/EOQP, Andrea Kane/OPD/EOP, Emily BrombergIWHO!EOP
Subject Here s the child support Ianguage OMB sent HHS Friday mght ’

We maneged to push them pretty far | thmk although they puehed beck a br’t on the Iegrslataon
issue (see third graph). | believe this does not commit us to send legislation to the Hill -- we on]y
' prepare Iegrslat:on if we can get members of Congress to work.with us on it.

o The Clnld Support Enforcement Fmanemg

- The Federal government has-a strong interest in seeing that the national child support system is
effectrve Funding of the ‘Child Support Enforcement (CSE) program, however remains
need-lessl-},z comphcated ‘States get Federal payments covering administrative costs at several
different matchmg rates. States'also get Federal incentive payments, levy user fees, keep a
portron of TANF related collectrons and return-a portron to the Federal government

, Federal retention of TANF-related payments is a 1egaoy of the old AFDC program in whrch
 States'and the Federal government shared in the funding of AFDC, and therefore in the .
collection of child support for AFDC recrprents With welfare reform, States have great
freedom to design assistance pa-elea-gee for families with dependent children. However States
must continué to share a portion of child- support collections with the Federal government
* lh-rs—makes—;t-dr-ﬁﬁeult The need to share collections. under both prior and current law may -
serve as a disincentive for States-to pass through the full amount of child support to families
and creates an unintended incentive for States to serve TANE needy families through programs} j
funded only with State dollars. Spending on these " State -only" programs continues-to count
under the TANF maintenance of effort requirement, but child support collections- on behalf of :
these famrhes do not need to be’ shared with the Federal government '

P

The Admmrstratron w111 hold begm a dlalogue wrth the stakeholders of the ch1ld support
+ program to. look at ways to to address these problems; and in working with members of Congress

. will prepare leglslatlon to-be-transmitted-to-Congresslaterthis-Spring. The Budget would also:

take afirst step towards.simplifying the child support fundrng structure by 1) conforming the
match rate for paternity testing with the basic administrative match rate and 2) repealmg the
hold harmless provrsron establlshed in welfare. reform. «

- Conformmg patermty testmg payments with the. basrc admtmstratrve match rate will simplify
the fundrng structure and greatly increase the incentive for States to control paternity testing
COSts. | These CoSts vary enormously from State to State Patermty estabhshment is a vital step

[
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in. estabhshmg and collecting support orders. . With the expansion of voluntary paternity
establishment authority and inclusion of paternity establishment in the child support incentive
payment formula, we believe that the right incentives are in place to maximize the
establishment of paternities without an -enhanced match for patermty testing payments.

The hold harmless provision in welfare reform guaranteed States at least their FY 1995 State
share of TANF-related collections no matter what their level of performance was. We believe
that this sends States the wrong message and propose to eliminate this provision in order to
assure that poorly performing States have an mcenuve to increase thelr TANF-related -
collections. . ~

Taken together, these changes would equal about $300 million over five years which is less
than two percent of program costs. Under current law, States have resources equal to about
116 percent of the amount that they currently spend on their State Child Support programs.
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Proposal for $300 Million Cost Savings overvs Years

Mandatory Review and Adjustment of Child =~ § 375millien
Suppourt Orders in TZNF Cages :

PRWORA wmade State review and adjustment. of child support award
amount®# optional. The Univaraity of Wisoonsin's iInstitute for
Research on Povarty and School of Social Work released a study on
this in November 1997 and estimated that mandatory review would
generate conslderable savings tc the Fedcral and State
9ovarnments in TANF, Child Bupport, Food Stamp and Medicaid
coete . The Federal sharc of these savings are shown below:

Child support savxnga S 50 ’ , e
. Mcdicaid savings $222 : '
Food Stamp savings $103
TOTAL . 8375




Cynthia A. Rice - 01/07/98 02:17:29 PM

bd
Record Type: Record

To: Elena Kagah;‘OPD/EOP‘, Andrea: Kane/OPD/EOP, Emily Brombérg/WHO!EOP, Emil E. Parker/OPD/EQOP

cc: Laura Emmett/WHO/EOP, Dian:aAFortuna/OPD/EOP )
Subject: Raines reaction re: yesterday's child support budget meeting

| spoke to Barbara Chow who said Raines asked her to draft two versions of the budget
description: .

Vers:on #1: expressing concerns abeut the problem and expressing a desire to work on it {the
version we were urging yesterday);
Version #2: outlining in general terms the modified proposal we discussed yesterday, that would et
states keep all child support collections in exchange for a lower match (the version Raines still
prefers) : _ X
. : . ,
| told her<that since the President's senior advisors still seem to disagree, that it appears we will
have to bring them together to discuss and decide whether we need to send a memo to the
President for him to decide. .
. Shall | go ahead and set up a Raines-Reed-Sperling meeting? OMB would of course rather.have us
wait until we see their paper (| made Chow promise we'd have it no later than first thmg tomorrow
morning). : : :

On a related issue, | expect to have paper shortly from HHS on their proposed substitute $300
million saver. Very generally, | understand the proposal would a) require mandatory, rather than
optional, review of child support orders every three years, which would result in more frequently
updated child support orders, more collections for families as well as the federal government; and
b} would revise a "hold harmless™ provusmn related to child support incentive payments, whlch is
garnermg some states more than expected. :



Child Support Enforcement Proposal

This proposal is too controversial: -
. - It will anger advocates, governors, and Congressional Democrats -- even Governor Tommy
Thompson told us recently thatlthere should be more federal involvement in child support.

i

. It reverses our pohcy of generally opposing block grants and spemﬁcally attacking Chlld
support collection fees (as a "tax on children™).

- Ablock grant could discourage investments in child support enforcement:
. States would have to live within a fixed budget rather than have 66 percent of their costs
reimbursed by the federal govemment

* States may focus on cheap, easy-to-collect cases Whrle 1gnonng more difficult ones, or ignore
efforts like patermty estabhshment which have long-run rather than immediate payoff.

A block grant may jeopardi;e the strong federal role in child support enforcement: o

+  The new welfare law requires every state to put in place tough new rules -- such as denying
drivers and professional licenses to parents who don't pay and requiring centralized collections
and wage withholding. A proposal to block grant child support enforcement could encourage
efforts to roll back these tough new federal rules and let states set pollcres

We can save $300 million without a block grant
. The $300 million savings in the current proposal is not due to the block grant, but from a new
requirement that states impose fees on noncustodial parents accompanied by a commensurate
~ reduction in federal funds. ThlS could be done within the current matching structure as well as
a block grant. We could also requ1re those opposing this policy to develop a new $3OO million
~ offset.

We can protect against future chlld support losses w1thout a block. grant

. We all agree that we must prevent states from moving families to state-only welfare programs
to avoid sharing child support collections with the federal government -- that's why our
proposed regulations penalize states that do so. (Currently, states must share with ttie federal
government child support - colleot1ons from TANF famrlles but not from non-TANF families.)

* We don't need a block grant to protect future federal collections -- instead, we could let states

keep all child support collections and make up the revenue by reducmg the federal matchmg
rate. . " » :

H

We can require states to re-invest all funds into child support without a block grant:

. - Currently, states receivea federal match for the funds they spend on child support collections.
' They also receive incentive funds based on performance which they are not required to reinvest
in the child support program. Tllis state "profit" has been cited as a reason to block grant the
program. . : - o

. There are other ways to solve this problem -- and legislation now on the Hill would require -
" states to spend all child support incentive payments on the child support program. We could
also develop additional proposals to address this problem.
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MEMORANDUM FOR FRANKLIN RAINES

~ 1 am writing to let you know why I believe it is critical not to block prant the child support
-enforcement program as proposed in the FY 1999 Budget Mandatory Passback by the Office
of Management and Budget The OMB proposal could seriously threaten the bipartisan,
Federal/State partnership which has supported the President's record of achievement in child’
support reform, jeopardize the President’s commitment to strengthen the Nation's child
support enforcement program, reduce child support collecnrms, and decrease the estabhshmcnt
of patemues. ;

o The block grant provisions that OMB has proposed reverse the substantive
" direction of the President’s child support enforcement reforms, which have aimed
-to establish a Natmnal, interstate system of support for needy families.

" A block grant fundmg arrangement represents & fundamental change in policy and would- T
signal a reversal of the direction charted by the Administration toward establishing an |
" cffective interstate system of child support services. It would also jmperil the ability to
' maintain national standards and uniformity in the long term. - We also harbar concerns that
this proposal would impose large inequalities from State to State.

" While the OMB proposal sugg:sts that key federal requirements for interstate case processing
be retained, the proposal fails to provide the right fiscal incentives to ensure an effective
mterstate system. In order to achieve higher collections, states nccd to mvest mare in uniform
processing and in working difficult cases like interstate cuses (represcating about 30 percent
of the caseload) and cases requiring paternity establishrent services. chmbmsmg a share of

itures creates an incentive for States to invest in these critical activities. By contrast, a
fixed block grant provides no incentive for States to invest in program improvements or in

tackling the most difficult cases but rather to keep expenditures low — achievable anly by
prcmdmg the easiest and feast eosﬂy services.

Mﬁ' the flexbility inhereat in any block grant would be seen as inconsistent with wniform

standards and would jeopardize existing Federal statutory requirements for paternity
establishment and enforcement techniques vital to ensuring strong programs.
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0 The OMB block grant proposal would undermine the broad-based, bipartinn
+ consensus in Congress and State capitals that has supported the child support
rei'orms championed by the President for the last five years.

Pres:dent Clinton’s leadefs!np has forged a stong nxuonal and bipartisan consensus on child
support enforcement that would be undermined by the process and substance of the OMB
proposal. The historic welfare reform Tegislation signed by the President in 1996 contained
the toughest child sepport provisions in this country's history. Indeed, the child suppart
provisions in the welfarc legislation passed by Congress were nearly identical to those
originally proposed by this Administration in 1994. They were premiscd on the need to
maintain & Federal/State partuership and to ereate mare unifornity in the child support system
by mandating national standards throughout the country. These provisions received broad
bipartisan support frorn Congress and State Governors. The President has also strengthened
the Federal role in child support enforcement through a serics of Exccutive Orders and the

child support incentive legislation overwhelmingly approved by the Housc: in 1997 was
devclopcd from Adminjstration recommendations.

Introducing a block grant prmaal as part of the President’s budget, without any conslﬁtauan
with ar support from key Congressional and State leaders, would signal a breach of faith with .-
the Admizistration’s long-standing allies in the effort to develop and epact tough child support.
reforms. This could also have the unintended consequence of jeopardizing the - passage of the

Administration’s child support incentives lcgmlanon Whlch is expected to receive favorable
Scna.tc consideration this year.

In Sum, a block grant proposal is likely to be received negatively by key Oongresmonal
supporters of the past child suppurt reforms, by states which will oppose increasing federal

requirements in the context of a fixed funding stream, and by advocates as an abandonment of
federal support for state reforms. -

o The OMB proposal creates an incentive for states to focus on their easiest to serve
in-state cases and thereby conflicts with the President’s promise to build the |
toughest child support program possthle to serve all children who need support.

The commitment of the President has been to serve all children who need child support
- enforcement services. Both the 1993 OBRA legislation and the 1996 Welfare Act contained
provisions requiring States to move toward more universal patemity establishment and

continuned recwu'emmts that States promde child support enforcement services to all parents ‘
that request services. , .

’I‘he OMB pmposal dﬂcourags States from prcwdmg services to all of those in need and
encourages States “creaming” of cases. First, the elimination of the administrative match
pxovxdes an incentive for States to work the least costly, least labor-intensive cases and to
ignore the more difficult cases which require a greater investment of resources. This would
be especially harmful to cases requiring paternity and support order establishment services and
cases where a parent has been guccossful in evading ordinary State efforts, Further, State
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rctcnuon of all TANF-rclated cuﬂccﬁons as the sale fundmg stream pmvxdes an inducement
for States to focus their cfforts'on in-State TANF cascs at the expense of other families
needing scrvices, notably the worhng poor. Imposition of fees for non-TANF cases

compounds the impact on near-poor and working poor families by discouraging services in
those cases where the pareats arc just scrapmg by.

The cumulaﬁva effect of these pmmzons would adversely impact welfare reform's goal of
assisting all at-risk, low-income families in achieving and maintaining self-sufficiency. A
block grant praposal does mot support the long-term investment and pational foeus required in
child support — similar in many respects to education, job training, and other polzmts that ’
prmhdc a benefit to familics in thc Ioug term from the public mmtmcnt

0 The Administration shauld not be in favor of user fees that sre essenthlly a "tax
- on children". .

Cm‘rcntly States are allowed the opnon of clmgmg limited application and user fncs Few
States exercise that option. Most States view such fecs as counterproductive to the goal of
providing services to needy families. The OMB proposal would force all States to adopt such
fees or risk the loss of comparable funding levels. The Administration has gone on record
during the welfare reform debate as opposing such user fees as “taxes” cn children. Whether
the fees are xmposcd on noncustodial parents or custodial parents they ultimately result in less
child support going to children. States typically deduct such fees up-front from custodial
parents. Such fees also often discourage poor families and those families most in need from
receiving services. Welfare recxpxcms are particularly econonumlly vulnerable when they
leave welfare and any reduction in child support payments or services upon leaving the TANF |
program will culy make this fransition more difficult. This Administration should not bc ina
posmon of seversing its posmon and supporting 2 tax on children.

o The block grant proposaliwould end the Federal share of collections and thmby"
forever break the connertion between the success of the national child support
enforcement program and increased revenues to the Fedcral government.

Currently the Federal government receives a share of the TANF collections based upon the
FMAP formula. As a result, when tougher child support enforcement results in increased
TANF collections, the fedeoral govcmmmt shares in that success. This funding arrangement
not only directly financially benefits the Pederal government but also generates support with
Congress and with the publie for tougb child support provisions. If this arrangement is ended
it could erode support for the entire child support enforcement program and the program
would be an easy target for future ¢uts in funding. Support for the national effort to track

delinquent parents across State lines through the national data base and mfarmauon sharing
between States would also be jwpardxzul

It is critical 1o the Administration’s ‘record of achicvement and to the President’s legacy that
- we continue the progress that we are making to ensure that every child has the support of
. both parents, whenever possible. While legitimate concerns may remain on some elements of
 child support program effectiveness and efficiency, we belicve the only way to tackle these
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issues is through open and dynamic dialogue with the many parties involved. ‘We look
forward to warking with you ou these issues in tho upcoming months after budget decisions
have been made. Please let me know if I can answer agy further questions.

nna B. Shalala
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Record Type: -  Record

To: Bruce N. Reed/QOPD/EOP, Eléna Kagan/OPD/EOP
cc: - Cynthia A. Rice/OPD/EOP, Gene B. Sperling/OPD/EOP, Peter A. Weissman/OF’D/EOP, Cathy R.
Mays/OPD/EOP '

Subject: Child suppoi't enforcement ppdate
Cynthia asked me to update you on child support enforcement (CSE) issues in her absence.

Block grant. As you know, OMB has been assuming a child support enforcement offset of $60
million in FY 1999 and $300 million over five years. OMB proposes to achieve these savings
by converting the CSE program!, under which the Federal government reimburses States for 66
percent of their child support collection costs (without a cap) and provides incentive payments,
into a block grant. Under the current structure, many States make a profit on the child support
enforcement program--Federal payments (matching and incentive) and the State share of
TANTF collections exceed State child support enforcement spending--making the program an
attractive target for savmgs ; .

A proposal to convert the CSE program into a block grant would likely be poorly received by
both States and child support advocates. The OMB proposal would endanger the
Administration’s hard-won and well-deserved legacy in the child support area, I also doubt the
Congressional Republicans would embrace this approach. Cynthia and I are in complete
agreement that there are better ways to achieve this relatively modest level of savings from the
CSE program, and we have urged HHS to develop an alternative package that generates
comparable savings.

With Barbara Chow away for vacation, I have been unable to determine the status of the OMB
proposal. There is a rumor that;OMB is no longer carrying the $300 million in savings but
that the policy change remains very much alive. To my knowledge, none of the principals in '
the budget process except possibly Director Raines has focused on this issue. To put forward
a block grant proposal without any external or even much internal vettmg would be most
unwise. |
e .
Systems penalty. On another note, HHS staff met with Ron Haskins today to provide
technical assistance regarding his child support enforcement automated systems penalty
proposal. His approach is quite similar to the options we have been discussing
internally--replacing the current penalty (termination of Federal child support enforcement and
possibly TANF funding) for failure to put an automated system in place with a smaller
sanction. The proposed penalty would start at 4 percent of FY 1997 Federal CSE matching
funds and rise by 4 percentage points each year, up to a high of 20 percent in the fifth year

~




|
and thereafter. We were contelhplating somewhat larger penalties--5 or 10 percent. Under
the Haskins proposal, a State would earn back 75 percent of the most recent penalty (but not
earlier penalties) once its system was certified--this is also similar in principle to the approach
under consideration internally. - : '
Haskins was receptive to the HHS comments, which were largely technical in nature (e.g.,
would the new reduced penalty apply to failure to enact required legislation, as well as to
automated system development--answer was no; could States enter into multi-year corrective
. action plans--answer was yes). He intends to hold a meeting including Republican and
Democratic House and Senate staff, States, advocates and the Administration-on January 8 to
discuss his systems penalty proposal. Health and Human Services would like to arrive at a.
firm Administration position prior to that meeting; they suggest a pre-meeting on January 6.

Please let me know if you have questions.

i
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child Support Block Grant:

o

would destroy ~any assurance that all those in peed
would receive services. The child support program
serves all families, and is working. It would
jeopardize the President’s ability to take credit for a
program that helps middle class people. :

fundamentally conflicts with 'the President’s promise,
and bi-partisan commitment, to build the toughest child
support program ever.

encourages States to focus on easy, paying cases while
ignoring those parents who have been the most
successful in evading their responsibilities.

is inconsistent with the need for nationwide standards
critical to discourage moving from State to State to
evade child support responsibilities.

undermines States efforts to invest in automating the
child support process and other critical enforcement
tools.

flexibility inherent in any block grant would
jeopardize existing Federal statutory reguirements on
States that assure strong programs

is based .on an illogical assumption that you can reduce
administrative burden by eliminating in-State process
requirements while keeping interstate standardization.
The interstate problem stems from parents moving from
State to State. However, the way to reduce the impact
of such moves requires case processing to be
standardized both in State and between States.

is based on the false assumption that collections for
TANF cases would increase by 20%, contrary to budget
estimates whlch are now flatllnlng TANF collections.

will result in a decline in paternity establishment,
the essential first ingredient in child support
enforcement, because the payoff in paternity
establishment is not immediate and assumes an upfront
investment of resocurces. :

‘wouldvadveréely impact the welfare reform’s goal of

assisting at-risk families in achieving and maintaining
self- suff1c1ency ‘

would serlously jeopardlze Federal-level efforts to
address interstate issues through national databases

~and information sharing because of loss of resources



-
Vs

-~

Lumig=a/ oAl 5l

" -

iy
I &7

16 PN ACF/LEG AFF&BUD AL NO

. 202 401 458

[

derived from the Federal share of collecticns.

would undermine State efforts to invest in automation
and other act1V1ty critical to improving child support
collectlon

is'a fundamental change in program financing and any
program financing options warrant careful consideration
and extensive: consultation with program stakeholders
and partners.

\ , ,
does not support the long-term investment and national
focus required in child support similar in many
regspects to education, job training and other policies
that help families support their children where there
is an expectation that society would be better off in
the long run because of the government investment.

User fees:

o}

The Administration is on record that the oft-proposed
Republican proposal for a user fee is essentlally a
"tax" on chlldren.

P,

3
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Program financing would be through a basic grant and 1ncent1ve funds.. States would keep all
TANF-related collections (1nclud1ng the Federal share); Federal matching of State program costs
would be eliminated.  Incentives would be paid consistent with Administration’s report. States -

* would be required to collect at least a $25 user fee from non-custodial parents in non-TANF cases
and to maintain FY1999 States fundmg levels. The proposal 1ncludes three options involving
minor adjustments to this basic approach :

ACF Rggponse
e  Any fundamental change.id program financing warrants careful consideration and--

extensive consultation with program stakeholders and partners which is impossible under
the imposed one-day turnaround. Far-reaching changes to the IV-D program were
enacted under welfare reform _]USt last year and only after extensive consultation over
several years. S

. The proposal is fundamentally in COl’lﬂlCt wrth the President’s prormse to children to build
the toughest child support program ever, since it no longer invests in strengthening the
program but rather encourages States to focus on the least costly, least labor-intensive
cases and to ignore those not in need of help-those in which paternity has not been
established or the obllgated parent has been the most successﬁrl in evading enforcement
efforts.

. At the Blair House Conference on Welfare Reform, the consensus of the President and the
Governors was that child support should not be block granted and that a strong child
support program with national standard was critical to ensure that those who-owe child
support cannot evade meeting their responsibilities by moving from State to State.

. The Administration opposed user fees during the welfare reform debate as a “tax” on
children since fees ultlmately reduce support pa1d to he family and discourage needy
families from seeking services.

. The proposal would not reduce the administrative burden on States nor increase State
flexibility because process requirements are in stature, not regulations. There is no basis
for the assumption that there will be substantial increases in TANF collections simply
because States would no loner have to share collections with the Federal government.
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Summary of Passback

Program financing would be through a basic grant and 1ncent1ve
funds. States would keep all TANF-related collections (including
the Federal share); Federal matching of State program costs would
be eliminated. Incentives would be paid consistent with
Administration‘’s report. States would be required to collect at
least a $25 user fee from non-custodial parents in non-TANF cases
and to maintain FY1999 State funding levels. The proposal
includes three optlons 1nvolv1ng minor adjustments to this basic

‘approach

AQF Regpon sgi

o) Any fundamental change in program- flnanc1ng warrants careful .

consideration and extensive consultation with program
stakeholders and partners which is impossible under the
imposed -one-day turnaround. -.Far-reaching changes to the IV-
D program were enacted under welfare reform just last year,
and only after extensive consultation over several years.

o The proposal is fundamentally in confllct with the

-~ President’s promise to children to build the. toughest child
support program ever, since it no longer invests in ‘
strengthening the program but rather encourages States to
focus on the least costly, least labor-intensive cases and
to ignore those most in need of help -- those in which
paternity has not been established or the obligated parent
has been the most successful in evading enforcement efforts.

o At the‘Blalr House,Conference on Welfare Reform, the .
" consensus of the President and the Governors was that child
support should not be block granted and that a strong child
support program with national standards was critical to
.ensure that those who owe child support cannot evade meeting
their responsibilities by moving from State to State.

. i
0  The Administration opposed user fees during the welfare
reform debate as a "tax® on children since fees ultimately
reduce support pald to the family and discourage needy
families from seeklng serv1ces .

.0 The proposal would not reduce the administrative burden on
States nor increase; State flexibility because process
requirements are in statute, not regulations. There is no
basis for the assumption that there will be substantial
increases in TANF collections simply because States would no
longer have to share collections with the Federal
government . :
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Program financing would be through a basic grant and incentive
funds. States would keep all TANF-related collections (including
the Federal share); Federal matching of State program costs would
be eliminated. Incentives would be paid consistent with :
Administration’s report. States would be required to collect at
least a $25 user fee from non-custodial parents in non-TANF cases
and to maintain FY1999 State funding levels. The proposal
includes three options 1nvolv1ng minor adjustments to this basic

. approach.

ACF Regponse ;

o Any fundamental change in program financing warrants careful
consideration and extensive consultation with program
stakeholders and partners which is impossible under the
imposed one-day turnaround. Far-reaching changes to the IV-
D program were enacted under welfare reform just last year,
and only after extensive consultatlon over several years.

o) The proposal is fundamentally in conflict with the

President’s promise to children to build the toughest child

. support program ever, since it no longer invests in
gtrengthening the program but rather encourages. States to
focus on the least costly, least labor-intensive cases and
to ignore those most in need of help -- those in which
paternity has not been established or the obligated parent
has been the most successful in evading enforcement efforts.

o At the Blair House Conference on Welfare Reform, the
congensus of the President and the Governors was that child-
support should not be block granted and that a strong child
support program with national standards was critical to
ensure that those who owe child support cannot evade meetlng
their respon51b111t1es by moving from State to State.

o) The Administration opposed user fees during the welfare
- reform debate as a "tax" on children since fees ultimately
reduce support paid to the family and discourage needy
families from seeklng services. :

o - The proposal would not reduce the admlnlstratlve burden on
States nor increase State flexibility because process
requirements are in statute, not regulations. There is no
basis. for the assumption that there will be substantial
increases in TANF collections simply because States would no
longer have to share collectlons with the Federal
government. :



o

. Cynthla A. Rice .: ’ 12/16/97 06:20:41 PM

Récord fype: Record

To: Emil E. Parker/OPD/EOP, Emily Bromberg/WHO/EOP, Barbara D. Woolley/ WHO/EOP

cc: S ‘ ;
Subject: Update on Child Support Enforcemem Budget Options

- OMB has sent to HHS for cormment: three child support options, saying “a decision has been made to
include the following items on a list ef potential proposals for the FY 1999 budget.”

All the options would convert child support enforcement funding into a block grant and require states to-
impose a $25 collection fee on non-custodial parents from non-welfare families (states could pass
Ieglslation to reduce or increase thIS fee). ,

" Converting fundmg to a block grant, may ‘discourage state spendmg to collect support for famlhes since
states will have to pay 100% of any "extra" costs. The fee collection position is a reversal for the .
Administration, which has apparently opposed such fees in the past, and would likely to be opposed by
women's and other advocacy groups (who believe that since so many non-custodial parents don't pay
the full amount owed, families will end up with $25 less per month in chﬁd support since the fee will be
deducted from the less-than-full-amount paid).

The options would also let states keep all the collections from welfare families and asin current law,
would distribute incentive funds based on peformance.
|

Three Specific Options: Within this framework, OMB has proposed three options:

 Option #1 would set the block grant at a level to save about $300 million, the amount that states would
collect through the new $25 fees. In other words, since states would collect $300 million in fees, the
federal government would reduce its contribution to the states by $300 million. '

Option #2 woutd ‘'set the block grant at a level to save about $1.8 billion.
Ogtlon #3 would set the block grant at a level to save about $3.0 bllhon
Not Included is an option we had discussed verbally, which we found more acceptable, which would

allowed states to keep child support collections from welfare families and reduced the current match from
66 percent toa lower amount, ‘

i
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FY 1999 Budget
Mandatory Passback
Dcpartmcnt of Health and Buman Ser\'lces,
Admmxstratmn on Chlldrcn and Familics

A decision has been made to iilcludc the following items on a list of pqtcntial proposals for the
FY 1999 budget. No final decisions will be made until after a series of Whitc House meetings
and consideration of the agcncy s views. - If HHS has any thoughts about this policy that you
‘believe should be considered as we review these proposals, plcase send a letter to the Program
Associate Director Barbara Chow delivered 16 the Human Recouxcc Division by COB
Wedne<da\f Decembcr 17. C

Child Support Enforccmcnt

The current child support ﬂnancmg, system Is comp]cx with States receiving Federal malchcs al
different rates for general adminisirative costs, systems development, and paternity
determination. Statcs also rcccive Federal incentive payments, levy user fees, and retain a
portion of TANF-related collcétions. ' At the same time, States must rcturn a portion of the
TANF-related collections back to the Federal government: This proposal would simplify the
child support financing structure into 1) a bamc grant, and 2) incentive funds

Under this propo:.al States would be allowed to kecp al] IANY-rclated col ecthI)S (mcludmg the
J'ederal sharc) and would no longer be subject to Federal match requirements. The current

incentive payment structure wauld be maintained, with formula modifications consistent with the

Administration’s report on incentive funding. In order to ensurc that financial resources are
availablc 1o support child support caseload growth, States would be required 1o collect at least a
$25 user fee from non-custodial parents involved in non-TANF cases. States would have the
flexibility to collect more on a sliding scale basis, or could pass legislation to reducc the user fee.
States would be required 10 maintain State spending at least at I'Y 1997 levels. '

‘The new child suppon financing system would provide States with the necessary resources to

continuc providing child support services. In FY 1999, States are expccted 1o receive, in total,
substantially more than what they are expected to spend on child support enforccment. Three

proposals are currently under consideration for the FY 1999 funding level:

Option one would provide the same level of Federal funding cstimated in the Y 1998 baseline,
with a slight reduction to reflect the requirement of State user fees. Undcr this option, States
could cxpect a substantjal windfall of as much as $1-billion assuming that States increase TANT-
related collections by about 20 percent sincc they can now keep 100 percent of collections.

The second option would reduce Federal funding to reflect the assumption of increased TANF-
velated collections. In this case, States could still receive substantially more than they need to
‘spend in FY 1999, The third option would adjust I'Y 1999 funding to bring it more in line with
States’ child support funding needs by providing a total grant of $1.1 billion (including incentive
funds) which would grow at an annual rate of three percent. This proposal could allow States to

rctain substantial surplus funds-in FY 1999 under the assumption of improved TANF collcctions.
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In order to maintain I'ederal standards and promote efficiency. of collections, States would only
receive their incentive payment and their full administrative grant if their automated system is
certitied. Funds that are withheld from States in non-compliance would be redistributed to other
‘States according to a formula to be detcrmined by 11THS. "HHS would also review all current rules
to [urther increase Stale {lexibility by reducing process requirements and moving towards an
-outcome-oricnted system, but would maintain key Federal requirements for computer systems,
interstate processcs, and other aréas where program consistency is desirable. Tuken togcether,
these changes will reduce the administrative burden on States and increasc State flexibility, while
continuing to ensure rcsources for the delivery of valuable child support services.
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IY 1999 Budget
Mandstory Passback
Department of Heatth and Human Services,
Admiakaration on Children and Families

A deci sion has been made (o include the ﬁ:lloviung jtezns on a list o) potw‘n}al propusals for the
FY 1999 budget. No final dacisions will be made umil afier g serics of White Housc meetings

" and consideration of the agency's views. 1F111S has any thoughts ahout this policy that you
believe should be considered as we revicw these propossls, please scind g letter to the Program
Assosistc Direcwor Basbam Chow, delivered to the Human Resource Dwmen by C OB
Wednesday, Docember 17. o

Chuld Svpport Enformncm

The currem child sungon ﬁmmmg sys{cm is comp}ex ‘with States reeciving Federal matches an
dittercut rmes for penaral administative wosts, systoms development, and palcrasty
delcrmmnation. States ulso reecive Federal incentive payancats, levy user fees, «ud retain a
porion of TANE-related culicetions. At the some time. Siatcs must retura & portion of the
TANF-relaicd collections huck o the Federal govermnem. This proposat would slmphf y the
child supprart I‘mxm, smu:xm fnta 1) ¢ bavic praat, and 2) incentive {unds.

Under this proposal. Smtcs would be allowed to keep all TAN'F-relmcd collcetivas {including the
Federal share) and would no loager be subject to Federal match reguiremments. The cumrem
ineentive puyment siruciure would be muintsined, with formule medifications consistent with the
Administration’s report on incentive funding. In order to ensure that financia) resawsues asc
availablc to support child support cascload growth, Statex wuuld be required to collect at least e
$25 user fec from noa-custodisl paremts involved in non-TANY cases. States would huve the
flexibility 1o collectmorc on  iding scale basis, or could pass Jogisiation 10 reducc the user fee.
States would be requirod W maintain State spending at least st 'Y 1957 lovels.

The new child support financing system would provide Sirtcx with the necessary resources t
conlinus providing child support services. In FY 1999, States wre sxpetient 1o recaive, in1otal,
subsiantially mosc than what they are expecied Lo spond on child suppont caforcement. “fhres
proposals ure curmenily under consideration for the FY 1999 funding level:

~Optiou onc would provide the same Jevel of Federal funding estimated in the I'Y 1998 beseline,
wiih u stight reduciion 1o reflost the requirement of Staie user Jées. Undcer tiis oplion. Suaks
could expect a substuntial windfall of as much as $1 billion assuming thet States increxsc TANF-
relacd collegtions by about 20 percen xince they can now keep 100 pereemt of collections.

“Jhe second uptmn wnuld rcducc Fedenal ﬁ.!ndmg 1o reflect the uysamption of increased TANP-
relatcd cotlestions. In this case. States could s} receive mbsnnmﬂy maore than they need (o
spend fo 1Y 1999 he third option would adjus: I'Y 1999 fundmg to bring it more in line with
Stawes’ child support funding necds by praviding s total grant of $1.1 billicn (including incemtive
funds) which would grow xt an annual rate of thru pereent. Thiy proposal could allow Susics 10
rcwin subsiaatial swrplus funds in FY 1999 under the axsumption of improved TANF callections.
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Tn ardes 10 maintain Federat standxrds and promote efficiency of collectiony, States would only
reccive their incentive paymeat and their full adminisirative grant if their autometed systom is
certified. Fupds that asc withheid from Staies in non-compliunce would be redistributcd 10 other
Stes according o a formula to ho determined by HHS. 1118 would dlso review all currant sulcs
1o further incrosse State Nlexibility by reducing process requirements and moving towards un
oucomc-ariented system, bul would mainwin key Federal requirements for computer sysiems,
interswte procesecs, and othey greas where program consistency is desirable. Taken wgether.
these chanpes will reduce the sdministrative burden on States and increuse State flexibility. while
- conlinuing 1o ensure resources for the delivery of valuable ehild support services.
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110 STAT. 2202

* PUBLIC LAW 104-193—AUG. 22, 1996 -

that accrued before the family rece; ist-
ance“g;%r)n %; lore y received asélst
o IMBURSEMENT OF GOVERNME
FOR ASSISTANCE PROVIDED TO THE I«‘sznmzr\'tE
After the application of clause (i)(II)Xaa) and
division (aa) with respect to the amount so
collected, the State shaﬁ retain the State share
of the amount so collected, and pay to the
~ Federal _Government the Federal share (as
defined in subsection (c)2)) of the amount so
collected, but only to the extent necessary to
reimburse amounts paid to the family as
assistance by the State. A )

“(cc) DISTRIBUTION OF THE REMAINDER TO

THE FAMILY.—To the extent that neither divi-
-8ion (aa) nor division (bb) a plies to the
amount so collected, the State sgaﬂ distribute
“(...)ﬂﬁe amount to the family. :
1) DISTRIBUTION OF ARREARAGES THAT A
. WHILE THE FAMILY RECEIVED ASSISTANCE.—In tggng&;n
...of a family described in this subparagraph, the provi-

H

support arrearages th i

the t"g(.t’nilmmivesgssistance. g at af:c rued while
\V) AMOUNTS COLLECTED PURSUANT TO SECTION
7/4.64.-—Nptvmhstandmg any other provision of this gec-
tion, any amount of support collected pursuant to

. section 464 shall be retained by the State to the extent
past-due support has been assigned to the State as
a condition of receiving assistance from the State, up

to the amount necessary to reimburse the State for -

~amounts paid to the family as assistance by the State
,kThe State shall pay to the Federal Govez)"nment the
Federal share of the amounts so retained. To the extent -
. %: gguuﬁ: colleite'd e}()iurttil.xagt to section 464 exceeds
80 retained, t istri £
excoss to the e ' e _ta e shall distribute the

“(v} ORDERING RULES FOR DISTRIBUTIONS.—For

purposes of this subparagraph, unless an earlier effec-
tive date is requiref by this section, effective ‘Octol?gr
1, 2000, the State sh treat any support arrearages
collected, except for amounts collected pursuant to see-

tion 464, as accruing in the following order:

“(I) To the period -after the family'ceaseci to .

receixzflassistance. '
“II) To the peri i i
e period before the. family received
“III) To the period while ¢ i
) F receiving :asssistauxcel.3 e be family was
AMILIES THAT NEVER RECEIVED ASSISTANCE.—I th
case of any other family, th, istri s amount
ca col(l:)ct%d Bt fmugf. e State shall distribute the momt
“4) AMILIES UNDER CERTAIN AGREEMENTS.—If
:}f; a family receiving assistance from an Indian tl‘ibendglt?‘iﬁﬁi:
tne amount so collected  pursuant to an agreerment entered
into pursuant to a State plan under section 454(33).
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“(5) STUDY -AND REPORT.—Not later than October 1, 1998,

the Secretary shall report to the Congress the Secretary’s find-

ings with respect t6— .

' “(A) whether the distribution of post-assistance arrear-
ages to families has been effective in moving people off
of welfare and keeping them off of welfare;, « .o°

- ¥(B) whether early implementation of a pre-assistance
arrearage program by some States has been .effective in
moving people off of welfare and keeping them off of wel-
fare; : S

“(C) what the overall impact has been of the amend-

ments made by the Personal Responsibility -and Work

Opportunity Act of 1996 with resgect to child support

enforcement in moving people off of welfare and keeping

them off of welfare; and: - : v .
“(D) based on the information and data the Secretary

has obtained, what changes, if any, should lge made in

the policies related to the distribution of child support

arrearages.

“(b) CONTINUATION OF ASSIGNMENTS.—Any rights to support
obligations, which were assigned to a State as a condition of receiv-
ing assistance-from the State under part A and which were in
effect on the day before the date of the enactment of the Personal
Responsibility and Work Opportunity Act of 1996, shall remain

_ assigned after such date. = o ]

" “(c) DEFINITIONS.—As used in subsection (a): -

~ “(1) AssiSTANCE.—The term ‘assistance from the State’
means— . , Lo - o

‘ “(A) assistance under the State program funded under

part A or under the State plan approved under part A

of this title (as-in effect. on the day. before the date of

the enactment of the Personal Responsibility and Work

‘Opportunity Act of 1996); and ]

“(B) foster care maintenance payments under the State -

plan approved under part E of this title. , :
“(2) FEDERAL SHARE.—The term ‘Federal share’ means that
portion of the amount collected resulting from the - application
of the Federal medical assistance percentage in effect. for the-
fiscal year in which the amount is collected. -
- *“(3) FEDERAL MEDICAL ASSISTANCE PERCENTAGE.—The term
‘Federal medical assistance percentage’ means— o
“(A) the Federal medical assistance percentage (as
defined in section 1118), in the case of Puerto Rico, the
Virgin Islands, Guam, and American Samoa; or
“(B) the Federal medical assistance percentage (as

defined in section 1905(b), as in effect on September 30,

1996) in the case of any other State.
“(4) STATE SHARE.—The term ‘State share’ means 100 per-

cent minus the Federal share. C )
“(d) HoLb HARMLESS PROVISION.—If "the amounts collected

which could be retained by the State in the fiscal year (to the
- extent necessary to reimburse the State for amounts paid to families
- as assistance by the State). are less than the State share of the
amounts collected in fiscal year 1995 (determined in accordance -
with, section 457 as in effect on the day before the date of the _
enactment ‘of the Personal Responsibility and -Work: Opportunity

29-139 {193) 96-4

-
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+ Act of 1996), the State share for the fiscal vear shall ho st 5.

'equaf‘l(u)’ éhe S};t,:a te share.in fiscal year f}ggasl year shall be an Amount
) GAP PAYMENTS NOT SUBJECT TO DISTRIBUTION

SECTION,—At State option, this section shall not a;};};?f% 'I;Iﬂf'
amount collected on behalf of a family ag support by the State
(atﬁd paid to the family in addition to the amount of assistance
:hi erwise payable to the family) pursuant to a plan approved under
u 8 part if such amount would have-been paid to the family
y the State under section 402(a}(28), as in effect and applied

Act of 1996. For p
such amount paid to
could be retained by the State if such pafyments were reported

b ' ' ;
ﬁzcatil;eaS:ﬁtgggﬁ’ ' part of the State share o amounts collected in

(b} CONFORMING AMENDMENTS— -

ses of subsection (d), the State share of

(1) Section 464(a)(1) (42 U.S.C. 664(a)(1)) is a;mended by"

striking “section 457(b)(4) or (d)(3)” and i ing “secti ?

* (2) Section 454 (42 U.S.C. 654) is amendad. £ ooion 457"
(A)x?)pgragzgitlxéll)—; o v

i) striking “(11)” and inserting “(11)(A)”; and

®) l();;)t y msert?ng -after the semicoglon “ggld)n;’ :ﬁd

. __(B)of paragraph (11).

(c) EFFECTIVE DATES.— . . :

- (1) IN GENERAL.—Except as provided in paragraph (2),

the amendments made by this section shall be effective on -

Octo(l;t;rclé 1996, or earlier at the State’s option.

‘ LONFORMING AMENDMENTS.—The amendments made b
N y

zngfg?on. Sfb)fczt) shall becqme effective on the date of the enact-

SEC. 303. PRIVACY SAFEGUARDS.
(a) STATE PLAN REQUIREMENT.—Section 454 (42 US.C. 654),

as amended by section 301(b) of this Act, is amended—
. gg t;)y si:rkast'ru'mg1 “hir:x}tli” at the end of paragraph (24),

and 2] r{m it an§’5; agdpenod at th? end of pg;agraph (25)

grap(ha') by adding after paragraph (25) the following new para-

fidential information handled by the State g
) : ) ency, th
desxgned“to protect the Privacy rights of the pargies, %’nclv.l«tailitn;"—‘f
. £ (A) safeguards against unauthorized use or disclosure
of information relating to proceedings or actions to establish
pate%i):y, or hb?bgtslj:abhsh or enforce support; .
‘ “prohibitions against the release of i i
Sv?: :heawﬁeigzgouts n(if 1 party to anotheropalrrtl:fyo.r:;git;g:
i m a pro ve order wi
has b?é? entered; and o mth Fespect to the former party :
“ rohibitions against the rel i
on the whereabouts of 1 to ea;?)iie:fp?rtﬁyrx?t\tgg .
State has reason to believe that the release of the informa-
‘ It)lgll‘lt ;n”ay result in physical or emotional harm to the former

e family shall be considered amounts which

redesignating paragraph (12) as subparagraph

* SEC.811. STATE CASE REGISTRY.. - _-

“(26) will have in effect safeguards, applicable to all con-~ - |

%

PUBLIC LAW 104—193—AUG. 22, 1996 110

STAT. 220

(b} EFFECTIVE DATE.—The amendment made by subsection (a). 42 USC 654 not« »

shall become effective on October 1, 1997. ,

SEC. 304. RIGHTS.TO NOTIFICATION OF nmnmés.

(a) IN GENERAL.—Section 454- (42 U.S.C. 654),' as amended
by section 302(b)(2) of this Act, is amendéd by inserting after
paragraph (11) the following-new gazjagraph‘: S )

© %(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 partiés 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 co%y of any order establishing or modifying

-a child. support obligation, or (in-"the case of a- petition

- for modification) a notice of determination that there should

be no.change in the amount of the child support award,
within 14 days after issuance of such order or.determina-

© tiomy”. - T : -
(b) EFFECTIVE DATE.—The amendment made by subsection (a)

shall become effective on October 1, 1997.

Subtitle B—Locaté and ‘Ca}sé‘ l‘racl;jn’gl‘

42 USC 654 note

. Section 454A, as added by section” '344(5)(2) of this Act, is

"amended by adding at the end the following new subsections:
“(e) STATE CASE REGISTRY.—. o s
~ 7 *(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 -

"thispart;and .7 - | - . . L .
*(B) each support- order established-or modified. in the
_State on or after October 1, 1998.: -

.. *(2) LINKING OF LOCAL REGISTRIES,—The State case,registry ,

may be established by linking local case registries of support
orders through an automated information network, subject to
this section. R P R
“(3) USE OF STANDARDIZED DATA ELEMENTS.—Such records
shall use standardized data elements for both parents (such
as names, social sécurity numbers and other uniform identifica-
tion numbers, dates of birth, and case identification nuribers),

and contain such other information (such as on case status)

as the Secretary may require. V
 “(4) PAYMENT RECORDS.—Each case record in the State
“case registry with respect to which services are being provided
under the State plan apg)rpved under this part and with respect
to which a support or
a record of— - ’ T
‘ .“(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; -

er hag been estag_lished shall include
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP

cc: Diana Fortuna/OPD/EQP, Andrea Kane/OPD/EQOP, Laura Emmatt/WHO!EOP
Subject: | need your mput on child support enforcement

| need your input on several areas of child support enforcement:

1. Raines Child Support Idea-

I've spoken with OMB at greater length about this issue. Attached is an analysas of the options and what
| see as their advantages and dlsadvantages My questions are;

a.} Do you agree that we should oppose including these options in the budget?
| do oppose converting to a block grant -~ but | do think a version Keith and | devised
("revised match") may be worth pursuing — see attached.

b.) Should we should have a broader process to consider them i.e.; a DPC-OMB-IGA-NEC mtg? |
do, becauss | fear that unless people understand what these pohcnes do, they will be tempted snmply by
the prospect of a $1.8 to $3.0 billion saver. . :

cse1204.wpd
2. Child Support Computer Systems Penalty Leglslatlon

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

1) Penalties that are simple to adminster and automatic, with little HHS discretion.

2) An up-front penalty imposed immediately upon failure, which should be large enough to
motivate states to improve their systems development, .but not so large as to severely disrupt states’ child
support efforts or to lead states to believe the penalty would never be imposed.

3) The penalties should include an incentive for early completion, either by providing an

- earn-back of the initial penalty or by imposing. subsequent incremental penalties, or both

4) A "system completion plan” should be signed by the governor.
5) HHS should retain the ability to dlsapprove the state child support plan and withhold all federal

child support funds.

HHS has prepared several, more detailed options based on these principles. We héve not authorized
HHS to share any of these options with the Hill because 1) we hadn't run them up the flagpole; 2)
Haskins offered to take a first cut at drafting and to send it to us for our reaction. Monahan and others

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

share our general principles (mainly to tell Ron -- much to his surprise -- that we think giving HHS a lot
of discretion is a bad idea). '
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Do you think we should be taking a more pro-active approach? Any comments/ suggestions?

You should know that we will have a delicate line to walk in our budget, even without 'including the new
Raines idea. Here's why. ' If the budget assumes we will withhold all federal child support funds from -

- states without computer systems, it will show child support savings, giving any legislative fix a cost -~

not what we want. If the budgst assumes no savings from denying funds to states without computer

“systems, then we have to explain why this doesn't fit with our "get tough® rhetoric. The answer will have

to hinge on the length of the administrative and judicial appeal process (up to three years) with an
assumption that by the end of those three years all states will have in place the required state W|de

computer systems
3. Response to Senator Feinstein

As you may recall, Senator Feinstein raised the idea of a six month moratorium on child support penalties
when she met with the President on crime issues in September, and then she subsequently sent hima -
letter. | wanted to wait until the end of the session to reply to her.... and finally I've drafted the attached.

I think similar language can be used in replies to Rep. Clay Shaw (who sent a letter to the President
arguing against Feinstein) and to the LA County Board of Supervisors (who sent a letter making the same
arguments as Feinstein). Please comment on this version, and then | will send a revised copy with the

incomin? letters to you via Cathy.

fein1204.wpd

4. California Letter

On November 20th, California and Lockheed Martin mutually decxded to cancel their child support
computer systems contract due to operational problems and cost overruns. This puts the state out of
compliance with what is called the Advance Planning Document -- the plan that the state submits to
HHS for approval in order to get federal funds to help pay for the computer systems costs. HHS has
drafted a letter from one of their OCSE staff to the state saying that the feds will not pay for any more
computer systems development until the state submits, and has approved, a new Advanced Planning
Document. (The rest of federal financial support for child support enforcement will continue to be
provided.) Although this letter is from a mid-level staffer, | reviewed it for content and tone and plan to
show it to Emily, before telling HHS they can send it. it is in unquotable bureaucratize. Should i do
anything else? | need to respond to HHS Monday.

Keep in mind that this letter is particular to California, because of its problems with its contractor.
However, after January 1, HHS wili need to send to all the states that do not have operating statewide
computer systems a notice of intent to disapprove their child support enforcement plans. As you know,
states without approved state plans get no federal child support dollars of any kind. However, states will
continue to receive federal funds until the appeal process.is concluded, which could last until 1999 (longer
for judicial appeals).

5. Thompson ldea

What did you think of Gov. Thompson's idea that he and Carper and you should barnstorm the country on
child support enforcement? | kind of like the idea....| think we do need to pump up the volume on this
issue. Should | try to flesh out an idea for a campaign that could be a bipartisan State of the Union
announcement? ' ‘



Child Sﬁpport Enforcement Restructuring

There are two separable quésﬁons involved here:

-

Should we cut federal spending on child s;upport enforcement? '

Should we restructure the current system; in which the federal government shares in state
costs of collecting child support by paying about two-thirds of costs, to one in which the

states receive a federal block grant?

Should wé cut federal spending for child suppéﬁ enforcement in the FY '99 budget?

ARGUMENTS

COUNTER-ARGUMENTS

Could provide $1.8-$3.0 billion i in savings for
other Presidential imitiatives

Takmg funds used to obtain child support for
kids in order to provide more money for kids
in other ways would be robbing Peter to pay
Paul. o

The fedefalAgoyennnent pays more for child
support than it receives in collections from
states.

The federal government funds child support
collection efforts to provide more support for
children, not the federal coffers -- thus it is
losing money because it is paying fora .
service to American families.

‘enforcement system, collecting almost $500

States are profiting from the child support‘

million more a year than their costs -- funds
they do not have to spend on further child
support collection activities.

1L : .

The new incentive legislation which we
support and is now on the Hill would require
states receiving incentive funds to reinvest
those funds in child support enforcement.
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Should we restructure the financial contribution to child support enforcement?

Current Structure: Currently, the federal government pays 66 percent of general child support
costs incurred by the states. States must provide the federal government with a share of child
support collections from non-custodial parents of welfare families (to recoup the costs of welfare
payments made to those families). The federal government also pays states incentive payments
based on performance. Overall, the federal government loses money on child support
enforcement and the state govemments gain money. :

Block Grant Proposal: Raines’ proposal would provide states with a block grant for operating
expenses and require them to maintain their current spending in exchange for being able to keep
all the collections from welfare famiilies. In addition, the feds would distribute incentive funds
based on peformance. The block grant amount could be set so that overall, the federal
government saves money compared to current spending (OMB has drafted two versions, one
which saves $1.8 billion, and the other which saves almost $3.0 billion, although a revenue neutral -
proposal could be structured). OMB envisions that while this option would provide states with
less money to collect child support, they could easily make up the difference by add a fee to the
child support collected from non-custodlal parents of non-welfare families.

Revised Match Proposal Another alternative would allow states to keep all the collectlons from
welfare families, but reduce the federal match rate to a percentage lower than 66 percent to make

up the difference. In addition, the feds would distribute incentive funds based on peformarce.

Current Structure | Block Grant Revised Match
Proposal Proposal
‘Pays states incentive Yes* : | Yes* ‘ | Yes*
payments based on :
performance?
The federal government Yes s | No Yes

pays a percentage of state
child support collection
COSts.

The state must give the
federal government a
share of child support
collections for welfare
families.

* Bipartisan, Administration-sponsored legislation to change definition of performance on which payments are made is
now on Hill and expected to pass next session. This legislation would require states to invest the chnld support incentive

payments in child support enforcement activities, which is not now required.
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Current Structure

Encourages state investment in child
support enforcement, because it
matches 66% of each additional
dollar.

‘ ll ’ ; ADVANTAGES DISADVAN TAGES ll

The Systém is a complicated V
combination of federal payments
and collections,

It treats fairly states in different
situations -~ i.e., those who already
made substantial investments, and -

| those that will make investments in

the future.

There is a potential for future
federal costs if states move child
support paying families out of
TANF into state-only programs.

Block Grant Proposal

It simplifies the federal/state
payment structure.

It would be unfair to states that

have not, but will, make substantial

investments in child support
enforcement.

It greatly reduces the potential for
future federal costs if states move
child support paying families out of
TANF into state-only programs.

It puts states at risk of financial

- costs, and may make them less

eager to invest in child support
enforcement and collect support for
families.

The proposal will divert the energy
of the state leadership from

improving child support systems to

opposing this proposal.

Revised Match Proposal

| Encourages state investment in child -

support enforcement, because it
matches each additional dollar
(although at a lower rate than the
current 66%).

The system would be a complicated
combination of federal payments
and collections, :

It treats relatively fairly states in
different situations -- i.e., those who
already made substantial
investments, and those that will
make investments in the futare; .

The proposal will divert the energy
of the state leadership from
improving child support systems to
opposing this proposal -- although
not as much as the block grant -
proposal. ‘

It greatly reduces the potentia.l.for

| future federal costs if states move

child support paying families out of

TANF into state-onlz programs.
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Record Type: Record

To: Cynthia A. Rice/OPD/EOP

ce: Keith J. Fontenot/OMB/EOP
bee: '

Subject: Re: Could you please send me i

per your request:
CHILD SUPPORT ENFORCEMENT FY 1998 Baselme &.

, FY98
TANF-related Collections - 2,696
Federal Share 1,484
State Share , , 1,212
" Incentive payments (non-add) ' 437
Net Federal Share ' 1 1,047
Net Admin Expenditures o 3,492
Federal Share : 2,342
State Share o 1,150
" Net State Savings 499
Net Federal Costs ' -1,285
Cynthia A. Rice
Cynthia A. Rice o 12/05/97 03:59:23 PM
Record Type: Record '
 To: Keith J. Fontenot/OMB/EOP@EOP, Edwin Lau/OMB/EOP@EOP

ce:
Subject: Could you please send me

Just the baseline tables you had at the top of the page showing what the states sperid and recieive and
‘what the feds send and receive? I'm trymg to explain this to others and it's really difficult without the ,
numbers. Or at least give me the FY 1998 numbers
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