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Record Type: Record 

To: 	 Cynthia A. Rice/OPD/EOP, Emil E. Parker/OPD/EOP, Emily BromberglWHO/EOP, Barbara 
Chow/OMB/EOP 

cc: ' Barry White/OMB/EOP, Keith J. FontenotlOMB/EOP, Matthew McKearn/OMB/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 administrative 

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


Please Jet us know what you think of this proposal and your thoughts on next ste bring HHS and 

others irto the process. We would like to meet on this early next week, "~, 
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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 folloWil')g'proposal<provides a basis for discussion with stakeholders. It would be cost-neutral and 
would further simplify the child support financing structure into an 1) open-ended grant, and 2) incentive 
funds: 

• States wou.ld be allowed to keep all TANF collections (including the Fe'6eral share); 

• 	 .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. '!A .dn5 s~ '~ 0z?{I ~ -? 

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

0DvY\~'-' ~ Sr:t'Jo aAJWr 
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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 of44 percent as the result of 
estimated increases in incentive payments. When Federal payments are combined with all TANF 
collections and existing St~te user fees. total resources for CSE would provide about 108 percent of 
anticipated child support costs in FY1999. 

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. 

7~ .. 
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'Cynthia A. Rice 01/09/98'07:25:31 PM. 

Record Type: Record 

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

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

W~ man~ged to push ther:n pretty:far, I think, although they pushed back a bit on the legislation 
issue (see third graph). ·1 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 
effectiv~. Funding of the Child Support Enforcement (CSE) program, however, remains 
A:eeQlessly 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 T ANF-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 ~nd 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 fJ~ka8eS for families with dependent children. However, States 
must continue to share ~ portion of child support collections with the Federal government. 
Tb.is mak@s it Qiffi~Qlt The need to share collections .under both prior and current law may 
serve as a disincentive for States to pass through the full atJlount of child support to families 
and creates an unintended incentive for States to serve TANF needy families thr0aprograms 
funded only with State dollars. ' Spending on these "State-only" programs continu ,t count 

. under the T ANF maintenance of effort requirement, but child support collections ehalf of 
these families '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 to ae traasmitteQ to COA:8reSS later tb.is Spria8. The Budget would also 
take a first step t9w~ds simplifying the child support funding structure by 1) conforming the 
match'rate f9r---paternity testing with the basic administrative match rate; and 2) repealing the 
hold h~lfmldss 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 



,~ I 

in establishing 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 paterniti~s without an enhanced match for paternity testing payments. 

The hold harmless provision in welfare reform guaranteed States at least theirFY 1995 State 
share or'TANF-related collections no 'matter what their level ofperformance 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. T ANF-related 

. collections. 
I 

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



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

Record Type: Record 

To: Bruce N. Reed/OPO/EOP 

cc: Cathy R. Mays/OPO/EOP, Anprea Kane/OPO/EOP 

Subject: Please look at this child 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 It 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 En'forcement (CSE) program, however; remains 
R€€Qlellllly complicated'. States getFederal payments covering administrative costs at several 
different matching rates. States also get Federal incentive payments, le'Vy user fees, keep a 
,portion of T ANF-related collections, and ~eturn a portion to the Federal government. . 

Federal retention of T ANF-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 

j, collection of child support for AFDC recipients. With welfare reform, States have great 
f\..A.!~V' "freedom to design assistance pa"kag€1l for families with dependent children. However, States 
I\~ \ must continue to share a por!ion Of child support collections with the Federal government . '. _'~\J'.~ 

. ~ Tl:J.is makell it Qiffi"wlt rna serve as a disincentive for States to pass 
. ~ ~through the full unt of child support to families and creates an unintended incentive for 
~W /' States to s e TA"WF needy families through programs funded only with State dollars. 

\}.~ \)"}( Spen' g on these "State-only" programs continues to count under the T ANF maintenance of 

~, ort requirement, but child support collections on 
shared with the Federal government. 

01 & 
The Administration will dialogue support program to 
look at ways to address these problems, to prepare 
legislation' this Spring. The Budget would also take a first 
step towards simplifying the child support· ....fJe......,E, structure by 1) conforming the match rate 
for paterflity testing with the basic match, rate;' and 2) repealing the hold 
harmless provision esta,blished in welfare 

I 	 . ; 
'Conforming paternity testing payments withbasicadini~istrative match rate will simplify 

the fundihgstructure and greatly increase the lncl~nnve for, States to ~ontrol paternity testing 

costs. These costs v,ary enormously from, 

in establishing and collecting support orders: 


to State. Paternity establishment is a vital step 
lth the expansion-of voluntary paternity 



establishment authority· and inclusion of paternity establ.ishment in the child support .incentiV~ 
payment formula, we believe that the right incentives are in place to maximize the \ f;~V \ 
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 provisiOD: in order to ~?SV . 
assure ,that poorly performing States have an incentive to increase their TANF-related / 
collectIons. '. 

, . 

Taken together, these changes wQuld 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 ~Ii their State Child Support programs. ' 


! . ~ 
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Cynthia A.Rice. 01/09/.98'05:30:23 PM 

.Record T~pe: Record 

To: Bruce N. Reed/OPD/EOP . 
. cc: 

I 

bcc: Records Management . 
Subject: Re: Please look at this, child support~~oposal [@. 

. . . I' . . . ,.... . .' '. . 

The enhanced match was added in the Family Support; Act' whEln states were first required to meet 
federal standards·for establishing paternities, so 'it pre-dates us. I.think we can argue that the 
enhanced match for these blood tests was necessary to g'et 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 all child 
support enforcement costs). I'm notv,;ild about it but I think we·'can justify it. . 

. . 

OMB may push back on our proposal to say we "will invite Congress' to work together to prepare 
legislatioh'; instead of "will prepare legislation to be. transmitted to Congress." But I'll send this to 
them and let's see what they say. . . ., ' . 

Bruce N.;Reed 
I 

Bruce N. Reed 
01/09/9805:13:37 PM 

. Record Type: Record' 

: . 
Tq: Cynthia A. Rice/OPD/EOP . t' 

cc: 

Subject: Re: Please look at this child support proposal. 


I ., . " . 
I 

. I 'guess that's OK. Was the enhanced matc'li for paternit~ establishment a .Clinto~achievement, or' 
does that pre-date us? ' 

. ,I 

I 
, . 
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Record Type: Record 

To: Edwin Lau/OMB/EOP 
cc: Barbara Chow/OMB/EOP 
bcc: Cynthia A. Rice/OPD/EOP 
Subject: Re: CSE policy ~ 

1. Please strike the clause in the second paragraph that reads "makes it difficult. for States to 
pass through the full amount of child support to families ... " 

This clause is a bit misleading. 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 
collection is any more difficult under current as opposed to prior law. 

Moreover, I am not 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 ch)ld support collected and reducing the 
TANF benefit on a dollar for dollar'basis. Unless there is evidence concerning the effect of this 
potential 'change on State pass-through policy, the c,lause should be dropped. 

2. I~ the first sentenc~ of the ,third paragraph, between f!and" and "prepare," please addth:]' 
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 t6 you. 
Edwin Lau 

Record Type: Record. 

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

cc: Barry White/OMB/EOP, Sandra Yamin/OMB/EOP 

Subject: CSE policy 


The following is a description of the CSE policy. We wanted to run this by all of you before' 
, sharing it with HHS: 



" 

Elena Kagan 
01/09/98 10:53:25'AM 

Record Type: Record 

To: ~ynthia A.' Rice/OPO/EOP 

cc: See the distribution lisfat the bottom of this message 
Subject: 'Re: OMB's latest on child support budget proposal @f] 

sounds generally ok, though I would say that we'll work with Congress on legislation, rather than 
send it ol..Jrselves. 

Message Copied To: 

Bruce N. Reed/OPO/EOP 
Emily Bromberg/WHO/EOP 
Emil E. Parker/OPO/EOP 
Diana Fortuna/OPD/EOP 
Andrea Kane/OPD/EO~ 



Record Type: RE?cord " 

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

cc:' Barry White/OMB/EOP, Sandra Yamin/OMB/EOP: 

Subject: CSE policy 


1 ' " 

The following. is a description ofthe CSE policy., We wanted to run this by all of you 'before 
sharing it with HHS: ' . , 

The C~ild Support Enforce~ent Financing 
The Federal government has a strong interest in seeing that ,the national child support system is 

,effective. Funding of the Child ~upport Enforcement' (CSE) program, however ,remains 
Q1liil'17 I)' complicated. States get Fedenil payments covering administrative costs at several 
different matching rates. States also get Federal incentive payments, levy user fees, ke'ep a 
. ' ! I . • 

portion Of TANF-relate<;l collecti9ns, and return a portion to the Federal government. ' 

Federal ~e,tention of T ANF-related ~yie~~a;;~acyof t~eold AFDC program in which' , 
States a~d the Feder::I.l governmen shared in'the' funding ofAFDC, andth.erefore in the ne4 

, collection of child ,support for AF C:!ecipients." Witl) welfare reform, Statesha eat , -~jcf 
freedom: to, design ~ssistance .' :for families with dependent childre " owever, States, 

, ,.must continue to sh;e~aportion'orchild support collections with th ederal government. 
t;r.llt ,J:hls'makes it~for~fates.to passthroug~-fhe'full ':llllount-. ~lfim'support to faiiiilies 
(..~J(t':r:: 'If.. and creates an umntend~dmcentlve for States to serve j r \ famIlIes through programs " 
$'~~ r funded dnly withState'dollars. Spending on'these "State~OIlly" progr~s continues to'count 
\'Y'.tJ' '-;lnder the TANF maintenance of effort requirement, but child support collections on behalf of , 
oJb these fa:qtilies do not need to be shared with the, F~?e~al governmen.t. ,:..'~..J4.'._ --LI .' 

I" ' 'WJp' ",-~{,,) k Go(l~rt'~s~ ,WoS£( ~~~"l'l 
The Administration will begin.a dialogue wi£the st,akeholders oflhe child support program to 
look at ways to address these problems, and/prepare legislation ~nsIlntled.tJ C8sgresS 
laWr titi~ 8tUliag. The Budget would'also taJ.ce a first step toward~ simplifying the child 
support funding structure by 1) conforming the match rate for paternity testing with the basic 
administrative match,r~te; and 2)'repealing the hold harmless provision established in welfare 
reform. " 

ConforIl1ing paternity testing payments with the basic administrative match rate will simplify , 
,the funding structure and greatly increase the incentive for' States to control p'aternity testing 
costs. These costs vary enormously from State to State. Paternity establishment is a'v'ital step 
in establishing and collecting support orders. With the expansion of voluntary paternity 
establishlnent 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 

http:nsIlntled.tJ
http:it~for~fates.to


estabiisI;'nen;of p~ternitieSJ<Al0h,d- an er\~nu4} maAiL,~r f~n'+:~~h 
. .. . .' . , 

/ ' " . , 

The holq harmless provisipn in welfare reform guaranteed States at least their FY 1995 State 
share of'T ANF-;related collections no matter what their: level of performance was', We believe 

; that this !sends ,States ~he wrong message and propose to eliminate this 'provision in order to 
, , assure that poorly performingSt~teshave an incentive to. in.crease their TANF-related 

collections. ' .::: " " 
~ I 1 

t • . ; 

Taken togethe~, thes~ changeS w6,uld~qualabollt $300 million over five years'whichis less 
than tw~ percent of program costs. pnder current law~ States have resources equal to about, 
116 percent of the amounr'that they currently spend on'their State Child Support programs. 

I " .' j, '. :" , • • ~~.' • • , '., • 

Message Sent To: 

Cynthia 'f:.:: Rice/OrO/EOP'" 

Keith J. FontenotlOMB/EOP 

Emily Bromber'g/WHO/EOP 


. " ,"Emil' E. Parker/OPD/EOP 

, Barbara Chow/O,MB/EOP , 
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, Chlld Support Enfi i:ement Financing; T e budget proposes to turn the child support / 1~f\~ 
financing structure into a co bination.grant and . ntive fund. Currently. States receive Federal "1 , 
paYments at different match ra es as well as r: ral incentive pilYments .. States. also levy,user fees () t'\ ~ 
and keep part o~theirTANF-re ted collectio s, wbJIe returning part ofthem to the Federal ' '\t\f\~ 
go\;,ernment. ' , ' . I ' 

~ TANF':rel~ted collections and no longer subjects 

tes could pass these colleCtions on to families or use 


them in the T ANF prograin. The bu g maintains the current incentive payment structure. but 

, prdposes formuia modific:atio,ns ti to pe ormanCe (~nsistent with theHealth,and Human 

Ser;vices Department's (HHS) 19 rep<?rt incentive funding), and requires States to maintain 
"State spending at least at 19971 els. Thus, ebudget gives Statesmbre ijexibility and control 
over their program, and States. . have more centive to'go after t ANF collections becaus'e 
they can keep whatever they" lleCt. . 
. , 'I' 

The budget also r uires States to ,collect-at I a $25 user fee from non-custodial 

parents involved in non':'ANF cases, and gives them tli flexibility to coll~ct more, on aslidJng 

scaIe basoo9D ... ou~:(". States could pay the fee thems yes, but the budget would cut the basic 

SU!-te grant by $60 ..011 a year to reft,ect t~e user fee requ ement. ' . 


, , 

Undercurr. nt I,aw, Staies get resources equal to' about. 6 percent ofwhat they need to . 

run their State C d,SupportPrograms. The budget would force on-cust6dialparentsinnon- ' 

TANF cases to . ay a small portion of the administrative cost ofhan ling their ~es. Even ifall 

States paidth user fe~ themselves, they still would have resources al to. US percent oftheir 

pr9gram'costs. ' , . , . 

. . . Alloccwm ofAtbttinlstrativeCosts Among Welfare 'Programs: The b~dgetpr:oposes to 

address projected Fedenil cOst increases 'in Food Stamps and Medicaidthat arise from changes in 

the way States charge costs to the F~~:ral Government to. administer these programs as well as 

TANF.' , ' , 

, I 

; 'Before welfare reform, States:chargcil'mostCOIl1!iJon costs ofthe three programs ~o 

TANF's predecessor, 'Aid to Fammes-Wtth'Dependent Children (AFDC).With TANF - which 

consOlidated'cash welfare assistance and related programs and limited the amount offunds that' 

equId go for administrative purposes - many States ha,(e sought t~ charge fewer oftheir ~penses 

t~ TANF and mote to Food Stamps and MediCaid, which stil1,prqvide ~pen-ended matching funds' 

fQr ~tate administrative costs. " . . 


" ., 

To date, HHS .has n9t approveQ State requests to change their-cost allocation plans in 

order to increase admirtistrativereimbursements under Food Stamp and Medicaid. Neither the 

~dininistra.tion nor Congress envisioned such cost increases - which would .exceed a projected 


, S500 million a year ~. in crafting welfare reform. .~ / , .. 
'! .. • • 

; In 1999;the Administration plans tol~t States change th~ir cost alloCation plans to charge· 

more oftheir common administrative CQsts to 'Food ~tampsand Medicaid: But to prevent Federal 


. ;" . ­

i . 
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589. 

for 'years after 1984, each parent may claim the medical ex­~d beginning in 1985. to that he or she pays for the child. 
I • ,:orcement and collection 

diveness in establishing .1986:. l : 
· ., "Public Law 99-509, the Omnibus Budget Reconciliation' Act of lmilies' 1986, included one child support enforcement amendment prohibit­

ded at improving state 
 ! 'Jng the retroactive modification of child support awards. Under this 

landatory practices must 
 :..1/: new requirement, State laws must provide for either parent to 

;,the interception of Fed­
 ;t", apply for modification of an existing order with notice provided to 

m-AFDC cases; incentive 
 ;N the other parent. No modification is permitted before' the date of 

dlable for the first time' 
 "( tliis notification. . . 

.t',.,

'port services to familie~ 

charging an application" 
 ~ W87 

'i',:, . the availability of sup­ :X:: ,Public Law 100-203, the Omnibus Budget Reconciliation Act of rents. '. 'l; 1987, required States to provide child support enforcement services 
',~ tg all fa~ilies wit~ an absent ~arent who receives Medicaid and 
'~ha~e assigned. their support nghts, to the State, regardless of )rt in certain foster care 
~~\, \Yhether they are receiving AFDC. ' n. U? child support where 

clplents"at least:yearly . ;'0 ,- 'i988 
, /~/.:. ­, 'e~tabli~hState' commis~ 

;ie' 'Public Law 100-485; the Family Support Act of 1988,empha-. 
formulate guidelines for 
hlld support system and 

"': sized the duties of parents to work and support their children and, 

~ation amounts and dis­
 in particular, emphasized' child support enforcement as the first' 
individuals who possess lille ofdefense ,against welfare dependence. The key ,child support' 

6) offset,· the costs of the 
 provisions include: ' 
FDe families and to de­ , i 

Guidelines for child support awards lilies whose AFDC' eiigi­

nent ofchild support to Judges and otheroffi~ials are required to use State guidelines for 

.onths (sunsets on Octd.::' 'child support unless they rebut the guidelines by a written finding 

lport orders 'in addition .that applying them would be unjust or inappropriate in a particu­

lCatorService was made lar case. Sta~s must review guidelines for awards every four years. 

absent parents: Sunset Beginning 5 years after ,enactment, States generally must revi.ew' 

of Medicaid eligibility and adjust individual case awards every 3 years for AFDC cases. 

es. The same applies to other IV-D' cases, except review and adjust-
f 1984, included two tax · ment must be, at the request of a parent. 
i s~pport.' Under· prior
nd mcludable in the in~ Establishment ofpaternity, '. . . 
1e rules'.relating:to the States are required to meet Federal standards for the. establish­
t payments that termi­ ment of paternity. The primary standard relates to the percentage
;fy as alimony: Alimony obtained· by dividing the number of children' in the State who are 
generally, mus~>bepay" · born out- of wedlock, are receiving cash benefits or IV-D child sup- ' 
decline" by:more" than port services,and'for whom paternity has been established by the 
epayriu~nt bebased'on . number ofchildren who are born out of wedlock and are'receiving
i pay~rs .~ere required' cash beriefitsor IV-D child support ,services. To meet Federal re­
nu;mber, ofthe payee quirements,this percentage in a State must:'(1) be at least 50 per­

'as Imposed. The .provi­ cent; (2) he at least equal to the average for all States; or (3) have 
. agreelIlents or orders increased by 3perceiltage points from fiscal years 1988 to 1991 and 
e>vided that': the $i;ooo . ~y3 percentage' pOints' each, year thereafter. States are mandated
d'or separated parents to require all p~rties in a contested paternity'case to take a genetic 
s the ,custodial. parent test upon request of any party..TheFederal matching rate for lab: )tclaim"theexemption' . oratory testing to establish paternity is set at 90 percent.' .nedical' expensededuc-' '. 



~YJ
1' 

Child Support Enforcement 

The Budget strengthens the Child Support system by taking a first step to~a;d~"';i~plif~i~~-~h~"-'-'~'-~ '. 
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 qlrrent law, States have resources equal to about ItO 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. 


! 
! 

Confor~ing the paternity testing match rate helps to simplify the child support funding structure 
by reducing the number ofdifferent 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 ofTANF-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 provision 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, 
includirig T ANF 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 performing States 
with an incentive to increase their 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 
Admini'stration will hold a dialogue 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 . 

. ,', . 

;\" 



02112/98 05:50:29 PM 

Record Type: Record 

To: 	 Cynthia A. Rice/OPD/EOP. Emil E. Parker/OPD/EOP. Emily Bromberg/WHO/EOP. Barbara 
Chow/OMB/EOP 

cc: 	 Barry White/OMB/EOP. Keith J. Fontenot/OMB/EOP. Matthew McKearn/OMB/EOP, Sandra 
Yamin/OM B/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 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 steps for bring HHS and 
others into the process. We would like to meet on this early next week. 

"l 
legJ)rop.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 child support financing structure into an 1) open-ended grant, and 2) incentive 
funds: 

• States would be allowed to keep all TANF collections (including the Federal share); 

• 	 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 swa~. i.if ~1'175 s~ .~. 0z!II~ ~ 

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

UJvY\~ 1'0 51"Jo UlAJWr 



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 
incentive.s 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. 

... 




,,' ' 

Cynthia A. Rice 01/20/98 01 :25: 1 0 PM 

Record Type: Record 

To: Barbara Chow/OMB/EOP 
cc: See the distribution list at the bottom 'of. this message 

, ,
bcc: 

Subject: Re: Child Support Budget La~guage !ill] 


I believe "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 earlier draft the "transmit to the Hill in the spring" 
languag'e. , 
Barbara Chow 

Barbara Chow 
01/20/9812:35:19 PM 

I 

Record Type: Record 

To: Emil E. Parker/OPD/EOP 

cc: cynthia a. rice/opd/eop, emily bromberg/who/eop, edwin lau/omb/eop, Barry White/OMB/EOP 
Subject: Re: Child Support Budget Language I~ . 

. . 
I still prefer the first formulation .. The second and third formulations are slightly weaker and seem 
to suggest that Congress will drive our legislative proposal. 

The understanding I thought we had was that the Administration would prepare 'Iegislation for 
transmittal to the hill in late spring, after a period of consultation with stakeholders and interested 
members. In my mind the current wording reflects 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. Parker/OPD/EOP 

Cynthia A. Rice/OPD/EOP 

Emily Bromberg/WHO/EOP 

Edwin Lau/OMB/EOP , 

Barry White/OMB/EOP 




,. 

Emil E. Parker 

01/20/98 12: 13:41 PM 


Record Type: Record 

To: Cynthia A. Rice/OPD/EOP 
cc: Barbara Chow/OMB/EOP; Emily BromberglWHO/EOP, Edwin Lau/OMB/EOP 
bcc: 
Subject: Re: Child Support Budget Language 

I agree with. Emily that the second proposed change is preferable to the first. 

Cynthia A. Rice 

Cynthia A. Rice 01/20/9811:27:41 AM 

Record Type: Record 

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

cc: Edwin Lau/OMB/EOP 

Subject: Child SuppOrt Budget Language 


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

"The Administration will h91d 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 wordsmiths sugg~st it would be more grammatical and clear to say: 

"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 
Con.gress 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/EOP 
Subject: Re: <:;hild Support Budget Language i.illJ 

second'two look' better than the fi'rst. 



·' 

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 

cc: Edwin Lau/OMB/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." 

I have had one of our wordsmiths suggest it would be more grammatical and clear to say:
• 1 .. 

"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 accePt,able? 

\ 



~ecord Type: Record 

To: 	 Barbara Chow/OMB/EOP, Emil E. Parker/OPD/EOP, Cynthia A. Rice/OPD/EOP, Emily 

Bromberg/WHO/EOP 


cc: Keith J. Fontenot/OMB/EOP, Barry White/OMB/EOP,Sandra Yamin/OMB/EOP 

Subject: child support language ' ' 


here is the language that we agreed to tonight. We1ve sent a copy to HHS for their comment: 

Child Support Enforcement Financing 

The Federal gover~ent 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 collections, and return aportion to the Federal government. 

Federal retention of TANF-related payments is a legacy of the old AFDC program in which' 

States and the Federal governm~nt shared in the funding of AFDC, and therefore in the 


, collection of child support for AFDC recipients. With welfare reform, States hav,e great 
freedom to design assistance for families with dependent children. However, States must 
continue to share a portion of child support collections with the F<~deral government. The 
need to share collections under both prior and current law may serve as a disincentive for 
'States to pass through the full aIllount 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 collections on behalf of these families do not need to be 
shared with the Federal government. 

, I 

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 m(:!,tch rate for paternity testing with the basic 
administrative match rate; and 2) repealing the hold harmless provision established in welfare 
reform., 

Confon:ning 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 th'e expansion of voluntary paternity 
establishment authority and inclusion of paternity establishment in the child support incentive 
I" 	 • • 



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~elfare reform guaranteed States at least their FY 1995 State 
share of TANF-rdated collections no matter whattheir 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 T ANF-related 
collections. 

" 

Taken together, these changes would equal about $300 million over five years which is less, 
than t~o percent of program costs. Under current law, State's have resources' equal to about 
116 percent of .the amount that they currently spend on their State Child 'Support programs. ' 



i. 

• Cynthia A. Rice 01/09/98 07:313:26 PM' 

Record; Type: Record, 

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

cc: Dial)a Fortuna/OPD/EOP, Andrea Kane/OPD/EOP, Emily BromberglWHO/EOP 

Subject: Here'S the child support language OMB sent HHSFriday night, , 


We managed to push ther:nprettyfar, I think, although tlJey pushed back a bit on the legislation 
issue (see third graph). I believe this does not commit us to send legislation to the Hill-- we only 

, prepar,e legislation if we' can get members ofCongre'ss to workwith us on it. . , , 
. ' '" ' .:, .' . 


_______.l___;..._______________......::__..___:..__ __________________.._______:.:...:._
~,..; 

, 
The Ghild Support Enforc~mertt Financing , ' , ' 
The F~deral government ,has ,a strong interest in seeing,that the national cJ1ild suppo~t system is 
effective. Funding oftheChild Support Enforcement (CSE) program, however, remains ' 

, I ." , ", , • , 

R@@Ql~ssly complicated. 'States get Federal payments covering administrative costs at several 

differ¢nt matching rates. States:also get Federal incentive payments, levy user fees, keep a 

portioh of T ANF-related collections, and return a portion to the Federal government. 


I: ' ' " . " " ' , -', ' ' , "';''', ': 

Feder~l retention ofTANF-related payments is a legacy of the oldAFDC program in which 

States:and the Federal government shared in the funding of AFDC, and therefore in the, 

c~l1ection' of child support forAFDC recIpients. With-welfare reform, States have great 

freedom t~designassistance pa~k:~@s for families with dependent,children. However, States 

must continue to share a portion of child support collections with the Federal government., 


, This R,1ak@s it Qiffi""llt 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 c~eates an unintended incentive for States t9 serveTANF needy families through programs, ' 
funde~ oillywith 'State dollars.' Spending on these "State-only" programs continues. to count' 
underthe TANF mainteniuweof effort requirement, but child support collections, on behalf of ' 
,I , ' " ' ,', , 

these families,do not need to be shared wjth the Federal government. 
" , 

! .,' 

, The A;dministration wi,ll 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 tg Q@ traRsm.itt@Q tQ CQA.gr@ss lat@r tl:lis £priA.g. The Budget would also, 
take alfirst step towards ,simplifying the child~upport funding structure by 1) conforming th~ 
match'rate for paternity' testing with the basic administrative match. rate;' and 2) repealing the' 
hold harmless provision e~tablishedin welfare 'reform .. ' ." 

Conformi~gpaternitY testing payments witl} the.basic administrative match rate will simplify 
the funding structure and greatly increase the incentive for States to control paternity testing 
costs. I These costs vary ~norrriously from State to State. Paternity "establishment is a vital step 

mailto:CQA.gr@ss
mailto:traRsm.itt@Q


in. establishing and collecting support orders. With the expansion of vbluntary 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 paternity testing pay~ents. 

The hold harmless provision in welfare reform guaranteed States at least their FY 1995 State 
share of T ANF-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 increase their 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 fo~- $300 Mi 11io:n Cc:.,st:,. Savings over 5 Years 

Mandato}"y Review and: Adj ustrnent of Child S 375m1llion 
Support Orders in TANF Cues 

JilRWORA ma.de State review and adjust:.manr.. of chtld supporc award 
amount:s optional. The Univaraity of WisoonsinTg instit.ute fo;r;­
R81i18ar.rch on Poverty iand·School of Socia.l Work released a Gtudyon 
this in November 199'7 and estimated that mandatory review would 
genera'l:e conBi~rable sa.vings co.t.he Federal and St.ate ' 
governments in TANF,·. Cp i ld Suppor.t, Food St.at)'ip and Medicaid 
OOBt:::El • . The Federa.l ·share of t:.hese eavl.nge are shown below; 

Child support aaving'l!I $ 50 
Mcdioaid savings $222 
Food Stamp savings $.lJl.l 

TOTAL $375 
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Cynthia A. Rice 01/07/9802:17:29 PM 

Record Type: Record 

To: Elena Kagan/OPD/EOP: Andrea. Kane/OPD/EOP, Emily Bromberg/WHO/EOP, Emil E. Parker/OPD/EOP 

cc: Laura Emmett/WHO/EOP, DianpFortuna/OPD/EOP 

Subject: Raines reaction re: yesterday's child support budget meeting 


I spoke t9 Barbara Chow( who said Raines asked her to draft two versions of the budget 
description: 

Version #1: expressing concerns about the problem and expressing a desire to work on it (the 
version we were urging yesterday); 
Version #2: outlining in general terlT1s the modified proposal we discussed yesterday, that would let 
states keep all child support collections in exchange for a lower match (the version Raines. still 
prefers). ' 

I told heHhat since the President's senior advisors still seem to disagree, that it appears we will 
have to bring them together to discL1ss and decide whether we need to send a memo to the 
President for him to decide. 

, Shall I go ahead and set up a Raines"Reed-Sperling meeting? OMB would of course rather.have us 
wait until we see their paper ,(I made Chow promise we'd have it no later than first thing tomorrow 
morning). . , 

On a related issue, I expect to have paper shortly from HHS on their proposed substitute $300 
million saver. Very generally, I 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 qollections for families as well as the federal government; and 
b) would revise a "hold harmless" prqvision n:ilated'to child support incentive payments, which is 
garnering'some states more than expected. 



Child Support Enforcement Proposal 

This proposal is too controversial: I 

• 	 . It will anger advocates, governors, and Congressional Democrats -- even Governor Tommy 
Thompson told us recently thatthere should be more federal involvement in.child support. 

• 	 It re~erses ourpoiicy ~fgeneraiIy opposing block grants and specifically attacking child 
support collection fees (as a "ta;x: on children;').' " . ' . 

A block gra·nt coqld discourage investments in -child support enforcement: 
• 	 State~ would have to live within a fixed budget rather than have 66 percent of their costs 

reimbursed by the federal gove~ent 

• 	 States may focus on cheap, easy-to-collect cases while ignoring more difficult ones, or ignore 
efforts like paternity establish.nlent which have long-run rather than immediate payoff. 

. . . I 	 ' 

A block grant may jeopardize the strong federal role in child support enforcement: 
• 	 The new welfare law requires every state to put in place tough new rules -- such as denying 

drivers and prpfessional'licenses to par~nts 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 hew federal rules and let states set policies. 

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 accomp,anied by a commensurate 
reduction in federal funds. This could be done within the curr~nt matching structure as well as 
a block grant. We .could also require those opposing this policy to develop a new $300 million 
offset. .' 	 . 

We can protect against future child s'upport losses without a block-grant: 
• 	 We all. agree that we must prevent states from moving families to state-only welfare programs 

to avoid sharing child support cpllections with the federaJ government -- that's why our 
proposed regulations penalize states that do so. (Currently, states must share with tlie federal 
govei:nment child support colleytions fromTANF families 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 reducing the federal matching 
rate. , 

We can require states to re-invest alUunds into child support without a block grant: 
• 	 .' Currently, states receive,a federfll 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. This state "profit" has been cited as a reason to block grant the 

I 	 . 

program. 

• 	 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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JAN 6· t99B 

MEMORANDUM FOR ~ RAINES 

J ani writing to let you know why I believe it is eritica1 not to block grant the child support 
enforcement program lIS 'proposed in the FY 1999 Budget Mandatory Passback by the Office . 
of Management and BUdget The OMS fJJ oposal could seriously threatlm the bipartisan. 
Federal/State partDc.rship which bas li\lPPorted the President's record of achievement in c:hild' 
support ~ jeopardize the .President's commitment to .trcD.gtb.;n the; Nation'l dtild 
support eDforcement program, reduce child IUpport collectiOllJ. md decrease the establishment 
of paternities. 

o 	 The block grant proYlsJons that om .bu proposed reverie the substantive 
clIredioB of the ~t'5 chid support enforeement refonns, w1dch have aimed 
.to ..bUsh. Nation.a'l, fliterstate I)'ftaD of support for needy f.mOia• 

. A bJock g:r8nt funding artangement·repIeSen1S a filndameuta1 change in polic;;y and would 
signal a reversal of tbe direction charted by the Administration toward establishing an 
effective interstate system of clilld support services. II would also imperil the ability to 
maintain nation3J stand.ards and uaifonnity in the long tmn.. We also harbor co.ncems that 
this proposal would impose large inequalities from State to State. 

I 

While the OMB 'proposal suggcslS that key federal requirements for intcmate case processing 
be retained, the proposal raib tg provide the right mea] mcentives to ensure an effective 
interState s;yatem. In order to achieve higher callections, states need to. mYe8t mare in uniform 
processing and in woiting difficult cases lik.~ intentate cues (JtpJ escutiug about 30 percent 
of the ameload) and cases requiring patemity establishment services. Rcimbmsina 8 share of 
expenditures creates an incentiVe for States to invest ill thcse critical activities. By con~ a 
~cd block gm,at provides no incentive for States to invest iIi program improvemmts or in 
tackling the mOIl difficult cases but rather to keep cxpcoditures low - achievabJe only by 
providiDS the easiest and least COItly servicet. . 

Funher. the flexibility inheRllt in iilDY blade grant would be seen as incon.aisum Vlith uniform 
standards and would jeopardize:t:mring Federal statutory requirements for patc:mi~ 
cslBbJisbmeut BIld enforcement iedmiqua vital to -uriDa stroDg prognsms. 



l'\.L-l j -JU I I L. UVV-'J. - 0;";:'0 " ;:,. ZOtIJ.~ " :stNl tsY:AtKU:st'ACt tsLUU. 
, J 	 " '" 

Q De OMB blot'k grant proposal would 1DI.dermine the bro.ad-b~ bipartUan 
, conseusus iD Conpess and State capitals that has supported the slId mppOrt 

monas dwbpioDed by the President for the last five yal'& 

President Clinton's leadership lW forged a suun& nati~ and bipartisan CCJIlSt:lJSUi OIl child 
support CDiorcement that would,be undermined by tbe ~s aad subsraucc of the OMS 
propOsal. The historic welfare reform lesislatiou signed by the Prcsid~t in 1996 QQIltained 
the toughest child support proviiioos in this co'UIltl)'·s history. Indeed, the child support 
provisiODS in the welfare legisl~on passed by Congress were nearly identical to those 
origma11y proposed by 1hi.s Aduiinistraiion in 1994. They were premised on the need to 
maintain a FedcrallState pMtner$ip and to create more uniformity in the child support rystem 
by mao.dating national standards,throughout the ~try. These provilians received broad 
bipartisan support from COD~ and State GoVCl1lOIS. The President has also stn::ngtbened ' 
the Federal role in child suppon,en.farcement through a series of &cartive Orders and the 
child support incentive legislati~ overwhclmiuJly approved by the House:in 1997 was 
developed from Administratioo rc:commcodatiOll8. 

IntrodUcing a blOck grant proposal as pan of the President"s budget, without any consultation 
with or gUpport frOnJ key Co.ogR'iSional and State lcader&, would signal a bread! of faith with ' 
the Adminiatration's long-standing allies in tbe effort to develop .d enact tough child support .. 
reform's. This could also have tile unintended consequence of jeopardizing the PaIS8,p of the 
Administration's child support inQmiveslegislation whidl'is expected to receiVe favorable 
Senate consideration this year. ' 

In SUllt, a block grant proposal is:likcly to be received negatiVely by key ConsresSiooal ' 
supporters of the past child suppqrt reforms, by states which will oppose increasing federal 
reqllu-ements in the context of a fIxed f'undiDS strca:m, and by advocates as an abandonment of 
federal support for state Teforms. ' 

, , 	 , 

o 	 The om preponl erea~ :mmcentive for states to focus OD til. caslest to serve 
in-state eases ud thenby c:onfIids with the Presldmt', promile to builtl the 
toupest child support progn.m palllbl~ to lel'ft .n children whD Deed sapport. 

The commitment of the President has been to serve all children who need clUld support 
enforcement services. Both the 1993 OBRA legislation and the )9.9~ Welfare A!;& c:ontained. 
provisi0D5 requiring St.atc& to move toward more umwrsal patemity establisbml:D1 and 
continued requirements that States'provide child support enforcement services to all parents
that reqUest services.' ' , . , 

The OMB proposal dircouragr:s States from providing services to all of those in need and 
CIlcourages States ""creaming" of elsCII. Firrt~ the elimination of the administrative match 
provides an ince.ntive for Staks to work the least costly. leut labor':'inti:nSive Wt$ and to 
ignOr'c the D1OI:C diffiCult cases whi~b requite a grcat.ef invtJStmCD1 of l'Qiou.rccS. This would 
be especialJy barmfulto cases Rqulrini patErnity and support order ambliSbment services and 
eases where a parent has been successful in evading ordinary State .effons, Further, ,Stare 

l 
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n:~on of an TANF-rclatcd collections as the sole funding stream provides an inducemc:o.t 
for $tatcs to focus the:iT efforts,ion in-State TANF cascs at the eXpense of other families 
needing services, notably the wOrkiug poor. Imposition of fees for non-TANP cases 
compounds the impact on near-PoC!' and working poor families by discouraging services in 
those cases where the jJarcnu are just scraping by~' 

. 	 . 
The cumulative effect of these provisi~ would adversely impact welfare reform's goal of 
assistini al1 at-risk, low-income families in achieving and 1'IlainbliDing self-sufficiency. A 
block grant proposal does not support the long-term investment aDd' nRliona) foeus required in' 
child support - similar in many:respects to education, job training, aDd otlIer policies that 
provide a benefit cO familica in the loug term from 1he public mvatmcnt. . 	 , 

I 

o 	 fte Administration ~ Dofbe ia. favor of 'USCI' fus that are esaeatlally a "tu 
. on ehIldrea·t.. , 

CmrentJy States are allowed the ~011 of ,charging limited application and user fces. Few. 
States exercise that option. M08~ States view such fees as counterprodnctive to ~e'goal of 
providing semces to needy families. The 0$ proposal would fon;r; all StaleS to adopt such 
fees Of, risk the loss of oomparable funding levels. The Aduiinistration has gone on record 
duriDgtbc welfare reform debAte:as opposing such, ,user fees as "taxes" en children. Whether 
the fees are imposed 'on noncustO~al parcuts or custodial parents they ultimately result in less 
~hild support goina to children. States typically deduct such fees up-front ftom cUitOdial '. 
parents: Such fees also often discOUt8&c pOor families: and those- flJbilies most ill need from 
receiving services. Welfare recipients are particularly economically vulncmbJc ",hell they 
(eave w.elfare and any reductioniD. child support payments or services upon leaving the TANF , 
program will ouly make this transition more difficult. This Administration should not be in a 
position of reversing ita pD5ition md supPorting a tax on cl:tildren.' , 

; 

o 	 The blod graDt proposal: would end the Federal abare of toUedioDS ad thereby 
forever break the emmed;ioD between the success of the national c:hDd support 
eu.foreemeat program and. increased revtnues to Ihe Fecleralguvemmeot. 

currently the Federal goveroment receives a share of the T ANF c;;olIeclions bued upon the 
FMAP fonnula As a result, whcIl, tougher cluld support mfarccment results in inC1'eased . 
TANF collections, the; fc:dcml government shares in that. !ftl.C:Cess. This furiding arrangement 
not only' directly financially benefit, the Federal govemment but alio Senefatcs support with 
CongresS and wi1h the publie for tough child support proVisiollli. If thiS a:craDgcment is ended 
it.could erode support for the entire child support cnfon;anent program and the JIICJSfaDl 

.' 	 would be an easy target for future Cuts in funding. Support for the national effort 10 track 
dclimtucnt parents across State lin~ through the: national data base and information lbaring 
between States would also he jeopa:trlizea 

It is aitiCa! ,to the Administration's 'record of achievement and to the President'a legacy tbat. 
we continue the proiTess that we arc makiDg to ensure 1ha.t every child has the support of 
both paralts. whenever possible. Vl,hile legitimate concerns may remain OD lome elertlCllts of 
child support program effectivCIlessand efficiency, we beli~ the only way to tBt!kJ.e'thcse 

. . 
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issues is through. opc:n and dyDami'c dialogue with the ID8DY parties involved. We look 
forward to working with you on these isauea in tDCI upcoming months after budget decisiOllS 
have been made. Please Jet me know if I can IIllSWCf any further questions. 
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Record Type: Record 

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

Cc: Cynthia A.,Rice/OPD/EOP, Gene B. Sperling/OPD/EOP, Peter A. Weissman/OPD/EOP, Cathy R. 

Mays/OPD/EOP , 


Subject: Child support enforcement ~pdate 


i 

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

Block grant. As you know, OMS 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 c\lrrent structure, many States make a profit on the child support 
enforcement program--Federal payments (matching and incentive) and the State share of . 
T ANF collections excee~ State child support enforcement spending--making the program an 
attractive target for savings. '. 

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 tne,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 urg~d HHS to develop an alternative package that generates 
comparable savings. ! 

I 

With Barbara Chow away for vacation, I have been unable to determine the status of the OMB 
proposal. There is a rumor thatiOMB is no longer carrying the $300 million in savings but 
that the policy change remains v:ery 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 vetting would be most ' 
unwise. 

Systems penalty. On another note, HHS staff met with Ron Haskins today to provide 
technical assistance regarding hi,s child support enforcement automated systems penalty 
proposal. His approach is quite ,similar to the options we have been discussing 

, internally--replacing the current 'penal~y (termination of Federal child support enforcement and 
possibly T ANF funding) for faihlfe 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 ~oints each year, up to a high of 20 percent in the fifth year ' 

, . 
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and thereafter. We were contemplating 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 systen: 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 n,ew reduced penalty flPply 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--imswer 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 positi~npr~or to that meeting; they suggest a pre-meeting on January 6. 

I 

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 need 
would xeceive: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. 

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

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

o 	 is inconsistent with the need for nationwide standards 
critical to discourage moving from State to State to 
evade child S,upport responsibilities. 

o 	 undermines State~ efforts to invest in auto~ating the 
child support process and other critical enforcement 
tools. ' 

o 	 fleXibility inherent ,in any block grant would 
jeopardize existing Federal statutory requirements on 
States that assure strong programs 

o 	 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. 

o 	 is based on the false assumption that collectio'ns for 
TANF cases would increase by 20%, contrary to budget 
estimates which are now flatlining TANF collections. 

o 	 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 qf resources. 

o 	 would adversely impact the welfare re,form's goal of 
assisting at-risk families in achieving and maintaining 
self-sufficiency_ 

o 	 would seriou$ly jeopardize Federal-level efforts to 
address interstate issues through national databases 

... aIld information sharing because of loss of resources 
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derived from the Federal share of collections. 

o 	 would undermine State efforts to invest in automation 
and other activity critical to improving child support. 
collection. 

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

/ 
I 

o 	 does not support the long-term investment and national 
focus required in child support similar in many 
respects 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 .. 

UseI;' 	 fees: 

o 	 The Administration is on record that the oft·proposed 
Republican proposal for a user fee is essentially a 
"taxI! on children. 



, 
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Summary ofPassback 

Program financing would be through a basic grant and incentive funds., States would keep all 
TANF-related collections (includirig the Federal share); Federal matching 6fState program costs 
would be eliminated. Incentives wbuld 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 funding levels. The proposal includes three options involving , 
minor adjustments to this basic approach. ' ' ',,".: ,

I 

ACF Response 

• 	 Any fundamental change.i~ 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 consultation over 
several years. ' 

• 	 The proposal is fundamentally in conflict with the President' s pro~se to children to build 
the toughest child support program ever, since it no longer invests in strengthening the 
program but rather encour~ges States to focus on the least costly, least labor-intensive 
cases and to ignore those not in need ofhelp-those in which paternity has not been 
established or the obligated parent has been the most' successful 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 oppos~d user fees during the welfare reform debat~ as a "ta~'~ on 
children since fees ultimately reduce support paid to he 'family and discourage needy 
families from seeking serviCes. 

• 	 The proposal would not reduce the administrative burden on States nor increase State 
flexibility bec'ause 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 Qe through a basic grant a~d inc7ntive .. 

funds. States' would keep·all TANF-related collectl.ons (l.ncludlng 

the Federal share) i Federal matching of State program costs would 

be eliminated. Incentives would be paid consistent with , 

Administration's report. States would 'Qe required to collect at 

least a $25 user fee from non-custodial parents in non-'-TANF cases 

and to maintain FY~999 State funding levels. The proposal 

includes three options i~volving minor adjustments to this basic 


. approach. 	 ' 

AkF Response ' 

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 consultation over sev'eral 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 

strengthening the program but rather encourages States to 

focus on the least costly I lea'st labor-intensive cases and 

to ignore those most in need of help -- those in which 

paternity has not be~n established or the obligated parent 

has been the most successful in evading enforcement efforts. 


o 	 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 standards was critical to 


.ensure 	that those who owe child support cannot evade meeting 
their responsibilities by moving from State to State. 

o 	 The Administration,. opposed ·user fees during the .welfare 

reform debate as a IItax ll on children since fees ultimately 

reduce support paid to the family and discourage needy 

families from seekipg services . 


. 0 	 The proposal would pot 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 snare collections witb the Federal 
government. 
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summary of Passback 

Program financing would be through a basic grant a~d inc7ntive. 
'funds. States would keep all TANF-related collect~ons (~nclud1ng 
the Federal share); Federal matching of State program costs would 
be eliminated. Incentives would be paid consi,stent with 
Administration's'report. States would Q,e 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 ~nvolving minor adjustments to this basic 
approach. 

A~F Response 

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 extEmsive consultation 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 
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 
paternityhaa flot been established or the obligated parent 
has been the most successful in evading enrorcement efforts. 

o 	 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 standards was critical to 
ensure that those who owe child support cannot evade meeting 
their responsibilities by moving from State to State. 

o 	 The Administration opposed user fees during the welfare 
reform debate as a IItax" on children since, fees ultimately 
reduce support paid to the family and discourage needy 
families from seeking services. 

o 	 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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- Cynthia A. Rice 12/16/9706:20:41 PM 

Record Type: Record 

To: Emil E. Parker/OPD/EOP, Emily BrombergIWHO/EOP, Barbara D. WoolleyIWHO/EOP 

cc: 

Subject: Update on Child Support Enf9rcement Budget Options 


OMB has sent to HHS for comment three child support options, saying "a decision has been made to 
include the following items on a list of potential proposals for the FY 1999 budget" ­

t 

I -
Ali 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 
legislation to reduce or increase this fee). ­
'. ~ . . 

- . Converting funding to a block grant;maydiscourage state spending to colleCt support for families, 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 e:rid up with $25 less permqnth in child 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, as in current Jaw, 
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 i~s contribution to the states by $300 million. . 


Option #2 would set the block gran~ at a level to save about $1.8 billion. 

Option #3 would set the block grant at a level to save about $3.0 billion: 

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 to a lower amount. 
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FY 1999 Budget 

Mandatory I'assback 


Department of Health and Human Sen'ices, 

Administration on Children and Families' 


A deci sion has been made t(l i!)(;lude the following items on a list of potential proposals for the 
FY 1999 hudget. No final decisions will be made ll:ntil after a series of White House meetings 

( 	 and consideration of the agencY's views. If HHS has any thoughts about this policy that you 
believe should be considered as we review these proposals, pl~asc selld a letter to the }',:ogram 
Associate Director B~trbara Ch<lW, delivered to the Human Resource Division by COB 
Wednesday, December 17. I 

Child SUPPOt't Enforcement 

The I,;urrenl child Sllpport financing system is complcx,with Stat~s receiviilg Federal matches at 
different rates for general administrative costs, systems development, and paternity 
determination. States also rcccivc Federal incentive payments, levy user fees, and retain a 
portion or'TANF-related colledtiol1s. At the same lime, States must rcturn a portion of the 
TANF-relatcd collections back to the Federal govcrnmGnt: This proposal would simplify the 
child support financing structure into 1) a basic grant, ~nd 2) incentive funds. 

Ullder this proposal, States would be allowed 10 keep all TANF-rclated collections (including the 
Federal share) and would no longer be sl.?-bject to Federal match requirements. The current 
incentive paynient structure wduld he, maintained, with fomlUla m(Jdifications consistent withthe 
Administration's report on inccntivc fUlJding. In order to ensure that financial resources are 
available, to support child SllPPOl1 cas.eload growth, States wo:uld be rcquired to collect at least a 
$25 user fee fi'om non-custodial parents involved in non-TANF ca~es. Stales would have the 
flexibility to c()llect more on a sliding scale ha!-lis, or could. pass legislation to reduce the user fee. 
States would be required tel maintain Slate spending aUeast at FY 19971evels, ' 

The new child support financing system yvould provide States with the necessary resources to 
continue providing child support services. In FY 1999, States are expcc;tcd to receive, in total, 
substantially more than what they arc expected to spend on child support enforcement. Three 
proposals are currently u~dcr ctlnsideration for the FY 1999 funding level: 

Option one would provide the same level of Federal funding estimated in the FY 1998 haseline, 
V"ith a slight reduction to reflect the requirement of State ~ser fees. Under this option, States 
could expect a suhstantial windfall of!ls much as $]' billjon assuming that States increase TANF­
reJ ated collections by about 20 percent since they can now keep 100 percent ofcollections_ 

Tht! second option would reduce Federal funding to, reflect the assumption of increa~ed TANF­
related collections. In this case, States could still receive substantially more than they l'leed to 
spend in FY 1999. The third option would 89just FY 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 itt an annual TalC ofihrec percent. This proposal could allow States to 
retain substantial surplus funds-in FY 199() under the assumj>tiOll of improved TANF collcctions. 
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In order to maintain Federal standards and promote efficiency of collections, States would only 
receive their incentive payment and their full 'administrative grant ifthcir automated system is 
certitied. Funds that are withheld trom States 1n non·compliance would be rcdi~tributed to other 
States accordiilg to a formula to bedetcrmined by HHS.HHS WOl.lld also review all current rules 
to further increase Slate nexibility hy reducing process requirements and moving towar~s an 
outcome-oriented system, but would maintain kcy Federal requirements for computer systems, 
interstate proccsses, and other areas where program consistency is desirable. Taken together, 
these changes will reduce thc administrative hurden on States flnd increase State flexibility, while 
continuing to ensure resources for the delivery of valuable child support services. 
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that accrued before the family received assist­
ance from the State. 

"(bb) REIMBURSEMENT OF GOVERNMENTS 
FOR ASSISTANCE PROVIDED TO THE FAMILY.­

i After the application of clause (i)(II)(aa) and 
J.~. division (aa) with respect to the amount sci 

collected, the State shall retain the State sharel . 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. . 

"(cc) DISTRIBUTION 'OF THE REMAINDER TO 
THE FAMILY.-To the extent that neither divi­

'. . sion (aa) nor division (bb) applies to the 
:;I} amount so collected, the State shall distribute 

the amoUnt to the family. 
"(iii) DISTRIBUTION OF ARREARAGES THAT ACCRUED 

WHILE THE FAMILY RECEIVED ASSISTANCE.-In tlle.casef 	 .of a family described in this subparagraph; the provi­
sions of paragraph (1) shall apply with respect to the 
distribution of support arrearages that accrued while 
the family reCeived assistance. . 

"(iv) AMOUNTS COLLECTED PURSUANT TO SECTION 
464.-'-N otwithstanding any other provision of this sec­
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. 

,The State shall pay to the Federal Government the 
Federal share of the amounts so retained. To the extent 
the amount collected pursuant to section 464 exceeds 
the amount so retained, the State shall distribute the 
excess to the family. 

"(v) ORDERING RULES FOR DISTRIBUTIONS.-For 
purposes of this subparagraph, unless an earlier effec­
tive date is required by this section, effective October 
1, 2000, the State shall treat any support arrearages 
collected, except for amounts collected pursuant to sec­
tion 464, as accruing in the following order: 

"(I) To the period' after the family' ceased to 
receive assistance. 

"(II) To the period before the family received 
assistance. 

"(III) To the period while the family was 
receiving assistance. . 

"(3) FAMILIES THAT NEVER RECEIVED ASSISTANCE.-In the. 
case of any other family, the State shall distribute the amount
so collected to the faniily. . 

"(4) FAMILIES UNDER CERTAIN AGREEMENTS.-In the case 
of a family receiving assistance from an Indian tribe, distribute 
the amount so co]]ected· pursuant to an agreement entered 

'"- into pursuant to a State plan under section 454(33). 
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"(5) STUDY AND REPORT.-Not later than October I, 1998, 


the Secretary shall report to the Congress the Secretary's find­
ings with respect to-. . 


"(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; ~ . :: 

. "(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; . . 

"(C) what the overall impact has been of the amend­
ments made by the Personal. Responsibility·, and Work 
Opportunity Actor 1996 with respect to child support 
enforcement in moving people off of welfare and keeping 
them off of welfare; and:· . 

"(D) based on the information and data the Secretary 
has. obtained, what changes, if any, should' be made in 
the policies related to the distribution of child support 
arrearagea. . .. 

"(b) CONTINUA'FION OF AsslGNMENTS.-Any· rights. to support 
obligations, which were ru:lsigned 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. . . .' . 
. "(c) DEFINITIONS.-As used in subsection (a): . 

"(1) AssISTANcE.-The term 'assistance 'from the State' 
means-. . . ' 

"(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 approvf3<i under part E of this title.. . . . 
"(2) FEDERAL SHARE.-The term 'Federal share' means that 

portion of the amount co]]ected 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 ASSISTANCEPERCENTAGE.~The term 
'Federal medical assistance percentage' meanS-­

"(A) the Federal medical assistance percentage (as 
defined in section 1118), in the case of Puerto Rico, the 
Virgin Islimds, 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. . . 
"(d) HOLD .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 sliare 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 

J 

29-139 (193) 96 - 4 



~.. . ~ '''':'' 

F" STAT. 2204 PUBLIC LAW 104-193-AUG. 22,1996 

rAct ofi996), the State share for the fiscal year shall be aii amount 
equal to the State share.in fiscal yea;r 1995. ' . '.. '.' 

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

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

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

(A) in paragraph (11)-:- . 
. (i) by strikin~ "(11)" and inserting "(l1)(A)"; and 

(ii) by inserting ·after the semicolon "and"; and 
(B) by redesignating paragraph (12) Ii!.8subparagraph· 

. (B) of paragraph (11). . 
42 USC 657 note, (c) EFFECTIVE DATES.- , 

(1) IN GENERAL.-Except as provided in paragraph (2), 
the amendments made by this section shall be effective on 
October I, 1996, or earlier at the State's option. 

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

SEC. 803. PRIVACY SAFEGUARDs. 

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

, (1) by striking "and" at the end of paragraph (24); 
. (2) by striking, the period at the end of paragraph (25) 

and ~)b~a~a;~~:aragraPh (25) the following new para­graph: ' " 
"(26) will have in effect safeguards, applicable to all con­

fidential information handled by the State agency, that are 
designed to protect the privacy rights of the parties, including­

"(A) safeguards against unauthorized use or disclosure 
of information relatin~ to proceedings or actions to establish 
paternity, or to establish or enforce support; , 
, "(B) . prohibitions against the release of information 
on the whereabouts of 1 party to another party, against 

. whom a protective order with respect to the former party
has been entered; and 

"(C) prohibitions against the release of. information 
on the whereabouts of 1 party to another party, if the 
State has reason to believe that the release of the informa­
tion may result in physical or emotional harm to the former 

", party.". " ' 
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(b) EFFECTIVE DATE.-The amendment made by subsection (a) , 42 USC 654 not< 
shall become effective on October 1, 1997. 

SEC. 804. RIGBTS',TO NOTIFICATION OF HEA.RJl\lGs. 

(a) IN GENERAL.~ection 454' (42 U.S;C. 654),' as amended 

by section 302(b)(2) ofilis ',Act, is amended by' inserting after 

paragraph (11) the fqIloWihgnew paragraph: ,',' 


, . ' "(12)-provide for the e'stablishment of procedures to reqUire 

the State to provide individuals. who are applying for· or receiv­

ing sE!rvices under the State plan, or ,who are parties to cases 

in which services are being provided. under the State plan­

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

"(B) with Ii copy of any order establishing or modifying 
a child. support oblig~tion, or (in· the case of a' petition 
for modification) a notice of determination that there should 
beno.change in the amount of the child support award, . 
within 14 days after issuance of such. order or, determina­
tion;". . 

(b) EFFECTIVE DATE.-The amendment made by subsection (a) 42 USC 654 not< 
shall become effective on October 1, 1997. " 

Subtitle B-Locate and Case 1,'racJ.P.ng:. 
;"1 

SEC. 811. STATE CASE~GISTRY., 
, Section 454A, as added by section'344(a}(2} 'of this Act, is 

. amended· by adding a~ the end the following new subsections: 
"(e) STATE CASE REGISTRY.- ." " 

. "(1) CONTENTS.-The automated. system, required by this 

section shall include a registry (which shall be known as, the 

'State case registrY) that contains records with respect. to::­


"(A) each' case in which services are being provided 
,bythe Sta.te agency under the State plan apprqvedunder

this part; and ,:' , . , " , , . " 
"(B) each support' order established :or modified, in the 

.State on or after October 1, 1998." " " 

.. "(2) LINKING OF LOCAL REGISTRIES.-The S~te cue· registry 

may be established by linking local case registries of support 

or~ers ~ough an automated informatioD.-..network, subj~ to 

this section. ',,~ '... . ,. , ' . 


"(3) USE OF STANDARDIZED DATA ELEMENTS.~uch records 

shall use ,standardized data elements for both . parents (such 

as names, social secUrity numbers and other uniform identifica­

tion numbers, dates, of birth, . and case identificatiQn numbers), 

and contain such other .inform:ation(sucli as on case sta:tus} 

as the Secretary may require. ' " .. 


"(4) PAYMENT RECoRDs.-Each case record in the State 

'case registry with respect to whichsemces are being' provided 

under the State plan approved under this part and with respect 

to which a support order Ii8£! been established shall include 

a record of- ",.' ' 


,"(A) the amount of monthly (or other periodic) support 
owed under the order, and other amounts (including 8lTear­
ages, interest or late payment penalties, and fees) due 
or overdue under the order; \, 
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Record Type: Record 

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

cc: Diana Fortuna/OPD/EOP, Andrea Kane/OPD/EOP, Laura Emmett/WHO/EOP 

Subject: I need your input on child support enforcement 


I 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 analysis of the options and what 
I see as their advantages and disadvantages. My questions are: 

a.) Do you agree that we should oppose including these options in the budget? 

I do oppose converting to a block grant -- but I do think a version Keith and I 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, because I fear that unless people understand what·these policies do, they will be tempted simply by 
the prospect of a $1.8 to $3.0 billion saver. 

~ 
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2. Child Support Computer Systems Penalty Legislation 

As you know, I have brought NEC, HHS, and OMB together several times since September to discuss 
the child support computer systems situati9n and possible solutions. Many of the issues are analogous 
to the penalty·issues we discussed in the TANF regulations. With some pushing from me and from OMB, 
HHS now agrees that a new penalty structure should include: . 

1) PenaUies that are simple~oadminster 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 syst~ms 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 disapprove the state child support plan and withhold all federal 

child support funds. 

HHS has prepared several, more detailed options based on these prinCiples. We have 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). . 



: 

Do you think ~e 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 budget 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 wide 
computer systems. 

3. Response to Senator Feinstein 

As you may recall, Senator Feinstein raised the idea ofa six month moratorium on child support penalties 
when she met with the President on crime issues in September, and then she subsequently serit him a 
letter. I 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 I will send a revised copy with the 
inco~letters to you via Cathy. 

fein1204.wpd 

4. California Letter 

On November 20th, California and Lockheed Martin mutually decided 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 f!1id:-level staffer, I 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? I 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 will 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. 'rhompson Idea 

What did you think of Gov. Thompson~s idea that he and Carper and you should barnstorm the coyntry on 
child support enforcement? I kind of like the idea .... 1think we do need to pump up the volume on this 
issue. Should I try to flesh out an ,idea for a campaign that could be a bipartisan State of the Union 
announcement? 



Child Support Enforcement Restructuring 

There ru:e two separable questions involved here: . 

• 	 Should we cut federal spending on child support .enforcement? 

• 	 Should we restructure the current system, in which the federal government shares in state 
costs of~ollecting child support by paying about two-thirds ofcosts, to one in which the 
states receive a federal block grant? 

Should we cut federal spending for child support enforcement in the FY t99 budget? 

COUNTER-ARGUMENTSARGUMENTS 
... 

Could provide $1.8-$3.0 billion in savings for. Taking funds used to obtain child support for 
. 	 . 

other Presidential initiatives kids in order to provide more money for kids 
in other ways would be robbing Peter to pay 
Paul. 

The federal govenunent 'pays more for child The federal government funds child support . . 

collection efforts to provide more support for 
states. 
support than it receives in collections from 

children, not the federal coffers -- thus it is 
losing money because it is paying for a 
service to American families. 

States are profiting from the child support The new incentive legislation which we 
enforcement system, collecting almost $500 support and is now on the Hill would require 
million more a year than their costs -- funds states receiving incentive funds to reinvest 
they do not have to spend on further child' those funds in child support enforcement. 
support collection activities. .' 

: 



Should we restructur~ the financial contribution to child support enforcement? 

Current Structure: Currently, the federal government pays 66 percent ofgeneral child support 
costs incurred by the states. States must provide the federal government with a share ofchild 
support collections from non~custodial parents ofwelfare families (to recoup the costs ofwelfare 
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 governments 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 families. In addition, the feds would distribute incentive funds ' 
based on peformance. The block granf 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 n?n-custodial parents ofnon-welfare families. 

Revised Match Proposal: Another alternative would allow states to keep all the collections 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 pefdrmance. 

Current Structure Block Grant 
Proposal 

Revised Match 
Proposal 

'Pays states incentive 
payments based on 
~erfonnance? 

The federal government 
pays a percentage ofstate 
child support colleCtion 
costs: 

Yes· 

Yes 

. 

: 

; 

Yes· 

No 

Yes· 

Yes 
r 
) 

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

Yes No No 

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

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



ADVANTAGES DISADVANTAGES 

Current. Structure Encourages state investment in child 
support enforcement, because it 
matches 66% ofeach additional 
doliin-. 

The system is a complicated 
combination offederal payments 
aud 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 ifstates move child 
support paying families out of 
TANF into state-only programs. 

Block Grant Proposal Ifsimplifies the federal/state l 

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 It puts states at risk offinancial 
future federal costs ifstates move . costs, and may make them less 
child support paying families out of eager to invest in child support 
T ANF into state-only programs. enforcement and collect support for 

families. 

The proposal will divert the energy 
ofthe 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 offederal payments 
and collections. 

It treats relatively fairly states in The proposal will divert the energy 
different situations -- i.e., those who of the state leadership from 
already made substantial improving child support systems to 
investments, and those that will opposing this proposal -- although 
make investments in the future; not as much as the block grant . 

proposal. 

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

Record Type: Record 

To: Cynthia A. Rice/OPD/EOP 
cc: Keith J. FontenoVOMB/EOP 

bcc: 

Subject: Re: Could you please send me ~ 


per you~ request: 

CHILD SUPPORT ENFORCEMENT - FY 1998 Baseline & . 

FY98 
TANF-related Collections 2,696 

Federal Share 1,484 
State Share 1,212 

Incentive payments (non-add) 437 
Net Federal Share 1,047 

I . 

Net Admin Expenditures 3.492 
Federal Share 2,342 
State Share . 1.150 

. Net State Savings' 499 
Net Federal Costs -1,295 

Cynthia A. Rice 

Cynthia A. Rice 12/05/9703:59:23 PM 

Record Type: Record 

To: Keith J. FontenoVOMB/EOP@EOP, Edwin LaufQMB(EOP@EOP 

cc: 

Subject: Could you please send me 


Justthe baseline tables you had at the top of the page showing what the states spend and recieive and 
whatthe feds send and receive? "m trying ~o explain this to others and it's really difficult without the 
nLimbers .. Or at least give me the FY 1998 numbers .. 
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