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Chlld Support and Gambling Winnings p(“O\/ 4 Mr%
Q&A L
January 27,2000 , \H* u

————rly

lsn t the idea of mterceptmg gamblmg wmnmgs gomg too far?

By not paying their child support deadbeat parents are renegmg on their financial
responsibility to their children. This Administration has been tough on deadbeat parents
and the results are that collections have nearly doubled since the President took office in
1992. Strong enforcement tools put in place since 1992 have strengthened our efforts to
collect child support, such as allowing garnishing of wages, seizing of bank accounts, and
taking of drivers and other licenses. In addition, based on the 1996 welfare reform law,
state lottery winnings are withheld from parents who owe past due child support.

This proposal only builds on the process already in place to collect taxes on gambling

winnings, which gaming establishments already report for certain activities and retain a

portion of the winnings in some circumstances for tax purposes. This proposal would

only require that gaming establishments also check if an individual who is already

submitting information for tax purposes because their winnings exceed a certain amount \ ‘
(8600 to $1,500 depending on the type of gambling).pwesehikdsmppaut- If they do owe .

child support, winnings would be retajned for the children of the gambler. This proposal

would increase child support collections to families by $348 million over five years and

save the federal government $183 million over the same period.

{

Exactly what gambling activities are covered by this?

Again, our proposal follows the IRS rules for reporting. The IRS already requires
information on winnings depending on the type of gaming. For example, if slot
machine’s winnings exceed $1,200 an individual has to fill out a W-2G at the winnings
window. Our proposal would only require that that a few pieces of information from the
W-2G -- the persons name, social security number and amount of winnings -- be
transmitted to a secure internet site where it would be matched against updated HHS Tax
Refund Offset [nformation on parents who owe child support. The match inquiry would
report back: 1) there is no match and the individual does not owe past due child support;
2) the individual owes past due child support which exceeds the amount of the
individual’s winnings, therefore, the entire amount of winnings should be retained; or 3)
the individual owes child support but the amount does not exceed the amount of
winnings; therefore, only the amount of child support owed should be retained.

In addition to slot machine winnings above $1,200, IRS rules require that a W-2G be
filled out for: Keno winnings above $1,500, horse and dog racing and other wagering
transaction (sports betting) winnings above $600. .

Does this apply to gaming establishments on Indian reservations?

Yes.



Will there be an apportunlty for casinos to pr0v1de input on how to implement these
collections?

A

Yes, the Administration would like to work with the casinos to ensure that the procedure

_ is the least burdensome and most efficient as possible.

What is the enforcement mechanism if the casinos refuse to comply with the
procedures?

The Administration is still exploring methods of ensuring compliance with this plan.

For what clrcumstances do gaming estabhshments currently retain a partlon of
wmnmgs for tax purposes?

Gaming establishments already retain a portion of winnings in certain circumstances. For
horse and dog racing, gaming establishments withhold 28 percent of winnings that are
over $5,000 and beyond 300 times the amount wagered. Also, if a person does not report
their Social Security number 31 percent of their winnings are retained.

Besides intercepting gambling winnings, what other child support proposals is the: |
Administration proposing?

To collect more child support from fathers who can pay, the Administration’s FY 2001
Budget will include several new initiatives to further crackdown on parents who owe
child support and can afford to pay. These initiatives (including intercepting gambling
winnings) will collect nearly $2 billion more over five years in support for children who
need and deserve the support of both parents by

Booting the Cars of Deadbeat Parents. This will take nationwide a policy adopted in
Virginia that immobilizes vehicles owned by deadbeat parents until they begin to pay
what they owe. During the pilot phase, this initiative collected an average of $5,000
from each deadbeat parent. This new tool will enable every state to collect more child
support; there will be safeguards to ensure that those legitimately trymg to pay are not
targeted.

Denying Passports to Parents Who Owe $2,500 or More in Child Support. This proposal
will deny passports to parents owing more than $2,500 in child support. This expands
the current passport denial program, which rejects passport applications or renewal
requests if child support arrearages exceed $5,000, and currently results in 30-40 denied
passports per day. Rejected parents often pay child support 1mmediately in order to
obtain their passports.

Prohibiting Medicare Participation by Providers Owing Child Support. This bars doctors
and other health providers who owe child support from becoming Medicare providers.

Requiring More Frequent Updating of Child Support Orders. This proposal will require
states to review support orders every three years for families receiving TANF and adjust




2

them accordingly. New orders reflecting parents’ updated salary information will bﬁng
more child support to children who need it.

The Administration’s budget will also contain a proposal that will ensure that more child
support goes directly to families. Current child support distribution rules are ,
complicated, and often result in government, not families, keeping child support monies
paid by the father. Today's proposals will enable states to simplify distribution rules and

" provide incentives to states that pass through more child support payments directly to

families. In states that adopt the new options, families that have left welfare will be able
to keep all the child support paid by the noncustodial parent; families still working their
way off welfare will be able to keep up to $100 a month. These proposals will create a
clearer connection between what a father pays and what his family gets giving parents
more reason to coopcrate with the child support system

Isn’t booting a ¢ar too harsh? How is a noncustodlal parent supposed to pay their
child support if they can’t get to work?

Absolutely not. Despite record child support collections, there are st111 too many parents
who flagrantly ignore their obligations to their children. Clearly, the punishment meets
the crime. By not paying their child support, deadbeat parents are reneging on their
financial responsibility to their children. The booting of vehicles will be used against the
worst offenders — those who owe more than $1,000 in past due support and have thumbed
their noses at the state’s previous attempts to collect. Even so, safeguards will be

~ required to take extra care not to wrongfully embarrass anyone through administrative

oversight or error. In Virginia’s pilot program, parents paid $5,000 on average in child
support once their car was booted. Overall, we estimate that requiring states to have a
policy in place to boot deadbeat’s cars will increase child support collections to families
by $183 million nationwide over five years. .

How does the process work to boot cars of deadbeats who owe child support?

The deadbeat parent must be at least $1,000 in past due child support and have a current
support obligation in order for the state to consider booting his car. Current law already
requires that due process procedures be in place before liens are established and executed

~ for purposes of child support enforcement. Once a lien has been filed, the state child

support agency will send a notice of intent to the non-custodial parent warning them of .
the action. - Once the car has been booted by the sheriff or police department; the state
child support agency must reach a payment agreement at which point the boot may be
removed from the,vehicle. :

Currently, booting is occurring statewide in Virginia. ‘As part of a pilot program in
Fairfax County, Virginia, 70 cars were booted, garnering on average over $5,000 from
each deadbeat parent between March 1998 and December 1999. In addition, counties in
Michigan and New Jersey are also using the car boot to strengthen their child support
efforts.

What are the new child support numbers released this week?



Since taking office, this Administration has made child support enforcement a top
priority, and those efforts are paying off for children across America. New figure

~ released by the Department of Health and Human Services show that child support |
collections have nearly doubled since the President took office, from $8 billion in 1992 to

an estimated $15.5 billion in 1999. Moreover, new figures show that a record $1.3
billion of these collections came from seizing federal income tax refunds for tax year
1998 — again almost doubling the amount collected since 1992.
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4 Record Type: Record

To: . Cynthia A. Rice/OPD/EOP@EOP, J. Eric Gould/OPD/EOP@EOP

cc:
Subject: WAVES Appt. UB5670 Conf rmation for CHOUGH, EUGENIA

Hopefully 'l be back from Urban Institute briefing by the time this mtg starts, but if not, here's WAVES info
for NIGC/HHS mitg (I doubt Treasury folks will come, but | saved them into g:rice\waves, so it was jUSt

easier to load this file).

Forwarded by Eugenia Chough/OPD/EOP on 02/07/2000 04:34 PM

WAVES_CONF@PMDF.EOP.GOV
02/07/2000 04:33:18 PM ~ ~

G
g

R MBS

Record Type: Record

To: . Eugenia Chough/OPD/EOP

cCl M . ) ‘
Subject: . WAVES Appt. U65670 Confirmation for CHOUGH, EUGENIA

ADDRESSEES: EUGENIA_CHOUGH
SUBJECT: WAVES Appt. U65670 Confirmation for CHOUGH EUGENIA

T FROM: WAVES OPERATIONS CENTER - ACO| __P6/(b)(6), b(7)e |

Date: 02-07- 2000
Time: 16:29:13

This message serves as confirmation of an appointment for the
visitors listed below. o

AppoimmentWith: ' CHOUGH, EUGENIA
_ Appointment Date: 2/9/00 ‘

Appointment Time: 4:00:00 PM

Appointment Room: 211

Appointment Building: OEOB
Appointment Requested by: CHOUGH EUGEN!A

Phone Number of Requestor: 65566 -

WAVES APPOINTMENT NUMBER: U65670

If you have any questions regarding this appointment,

" please call the WAVES Center at 456-6742 and have the -


mailto:WAVES_CONF@PMDF.EOP.GOV
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® Eugenia Chough 02/07/2000 03:52:26 PM

Record Type: Record

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

cc: Lynn G. CutlerNVHO/EOP@EOP Adrienné C. LavalleeNVHO/EOP@EOP CynthlaA
Rice/OPD/EOP@EOP, J. Eric Gould/OPD/EOP@EOP -
Subject: NIG(;/HHS mtg on child support gaming '

We would like to have a meeting to discuss non- IGRA statutory aIternatlves on Wednesday, 2/9 at 4pm
in room 211, OEOB.

r

So here is the sequence of CS gamlng meetlngs we'll be having over the next 2 weeks:

o Tuesday, 2/8, 5pm room:211, meetrng with Treasury (I have cleared L|z Bruce Tom Mary, Chnsty,
Paul, Emil, Audrey)

° Wednesday, 2/9, 4pm, room 211 meeting with NIGC HHS, et. al. to talk about alternative Iegislative
options. (Anyone cleared to 2/8 meeting will be cleared into this one. Adrienne will clear NIGC folks.
Other attendees should send me DOB and SSN as soon as p055|ble )

° Tuesday, 2/15, 2pm room 472 meeting with NIGA (Adrienne will clear NIGA folks, PauI Emil, Mary,
- Christy, Audrey) : : : .

"Thanks.
Genie

Message Sent.To:

Broderick Johnson/WHO/EOP@EOP
Joel K. Wiginton/WHO/EOP@EOP
Taneesha J. Johnson/WHO/EOP@EOP
Mark D. Magana/WHO/EOP@EOP
Karen Robb/WHO/EOP@EOP.

Mary L. Smith/OPD/EOP@EOP
Barbara Chow/OMB/EOP@EOP :
Jennifer E. McGee/OMB/EOP@EOP
Daniel J. Chenok/OMB/EOP@EOP |
Lauren B. Steirfeld/OMB/EOP@EOP
Jack A. Smalligan/OMB/EOP@EOP
Michele Ahern/lOMB/EOP@EOP
mbourdet@os.dhhs.gov @ inet
cquigle1@os.dhhs.gov @ inet
eparker@acf.dhhs.gov @ inet
plegler@acf.dhhs.gov @ inet
asmolkin@os.dhhs.gov @ inet
elizabeth.askey@do.treas.gov @ inet


mailto:elizabeth.askey@do.treas.gov
mailto:asmolkin@os.dhhs.gov
mailto:plegler@acf.dhhs.gov
mailto:eparker@acf.dhhs.gov
mailto:cquigle1@os.dhhs.gov
mailto:mbourdet@os.dhhs.gov

»»»»» U #  Adrienne C. Lavallee
T 02103/2000 01:27:48 PM

" Record Type: Record

To: Cynthia A. Rice/OPD/EOP@EOP, Mary L, Smith/OPD/EOP@EOQP

cc:
Subject: National Indian Gaming Assoc Mig.

As you know, NIGA is the nongovernmental group. Lynn has scheduled a mig with them on Tues, 2/15 at
2 pmin 472. | hope that this works with your schedules. Pls let me know if there is a problem as Lynn

would like you to attend. Thanks
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® Eugenia Chough 02/01/2000 12:46:06 PM

Record Type: Record

To: Cynthia A. Rice/OPD/EOP@EOP, J. Eric Gould/OPD/EOCP@EOP

cc:
Subject: Senate update -- Re: Meeting on Child Support Gaming

Forwarded by Eugenia Chough/OPD/EOP on 02/01/2000 12:43 PM

Record Type: Record

To: Eugenia Chough/OPD/EOP@EOP
cC: Broderick Johnson/WHO/EOP@EOP, Taneesha J. JohnsoanHOfEOP@EOP
bee:

Subject: Re: Meeting on Child Support Gaming 3

I won't be able to make it to the 2:00, because | have to be up on the Hill for a 2:30 vote.

Here's a brief update on Senate side stuff. | made calls (some along with HHS) to the Nev. and NJ
Senators and Cambeli and Inouye. Most folks just wanted more information and wanted to digest the
material for a while -- | assume they wanted to check with the various constituencies in their states and
get their opinions on the initiative. Senator Reid's staffer, however, called back with a fairly adamant
objection to the initiative His objections were not so much substantive as process, but we'll/'ll have to get
back to him in the near future. The one consistent comment from all the offices 1 spoke to is that we must
reach out to the industry-asap to get their input on the initiative. 1 assume that input may be equal to their
advocating that we drop the initiative, but nonetheless | think it's imperative that we bring in the casinos
and gaming folks soon.

Let me know if I'm assigned any tasks of the meeting. Thanks, Joel

Eugenia Chough 01/28/2000 06:42:12 PM

%
-
@
®

- @ Eugenia Chough 01/28/2000 06:42:12 PM

Record Type: Record

To: Joel K. WigintonNVHOiEOP@EOP :
cc:
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Cynthia A. Rice | . 01/27/2000 05:34:04 PM_

bt
Record Type: Record

"To: Lynn G. Cutle WHO/EOP@EOP
ce: See the distribution list at the bottom of this message
bce: Records Management@EOP

il

Subject: Re: Gambling child support initiative

The gaming establishment would use the few pieces of information from the tax form (the W-2G) that
those with large winnings already have to fill out at the winnings window -- the person's name, social
security number and amount of winnings. These data would be transmitted to a secure internet site {thus
a computer and a special password is needed) where it would be matched against updated a national
database of parents who owe child support. The match inquiry would report back: 1) there is no match
and the individual does not owe past due child support; 2) the-individual owes past due child support -
which exceeds the amount of the individual's winnings, therefore, the entire amount of winnings should be
retained; or 3} the individual owes child support but the amount does not exceed the amount of winnings;
therefore, only the amount of child support owed should be retained.

| hear your point about not opening the National Indian Gaming Act. We'll get HHS working on that.

Lynn G. Cutler

i
] )
' G > 7 . ‘{l
,m, Lynn G. Cutler (»’
o 01/27/2000 05:16:38 PM a4
) s
L %W%m o g it = T v ot X

Record Type:  Record

< To: Cynthia A, RiceIOPD/EOP@EOP

ce: See the distribution list at the bottom of this message
Subject: Re: Gambling child support initiative {3

"How will the gaming establishments know who these<pe0ple are that are delinquent? Is there a national
registry on computer? | really don't know--1 think the principle is right--am not sure how it works. Indian
tribes will argue their sovereignty and against opening the gaming legislation that governs them. If this
can be done without opening National Indian Gaming Act, would be critical.

Message Copied To:




Cynthia A. Rice 01/27/2000 04:59:37 PM

d
Record Type: Record

To: Lynn G. Cutle/WHO/EOP@EOP
cc: See the distribution list at the bottom of this message
bee: Records Management@EOP

Subject: Gambling child support initiative &

Y

Lynn - | think when we have further consultations with folks, we will be able to alleviate many concerns.
With the help of WH Leg Affairs and HHS, we have already provided information to respond to questions
from the Hill and would like with yours and Mary's help to set up meetings with tribes and with the gammg
industry as we begin to draft legislative Ianguage : .

This proposal would not take any revenues from tribes or from gaming establishments (you mention below
that tribes are already mandated to spend their revenues on health, education and weifare of their
members). Instead, individuals with large gambling winnings {for example, more than $1,200 at the slot
machines) who are deliquent in their child support payments will not be able to take home all of their
winnings -- some or all of their winnings will go to their children instead. We have had in place a similar
policy for lottery winnings since 1996. Both tribal and non-tribal gaming establishments already withhold
funds from large wunnlngs for taxes.

Why don't | arrange for us to get together internally early next week to share the feedback to date and
plan next steps on consultation? | expect the tribes and the gaming industry to have helpful suggestions.
we could incorporate into legislative language we would send to Congress in the coming months.

‘Lynn G. Cutler

%

Lynn G. Cutler
01/27/2000 03:50:48 PM . A
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Record Type:  Record

To: Bruce N. Reed/OPD/EOP@EOP, Cynthia A. Rice/OPD/EOP@EOP
cc: R
Subject: Gambling initiative

| thought this was an NEC initiative. We have to meet and fix this,
Forwarded by Lynn G; Cutie/WHO/EOP on 01/27/2000 03:50 PM

Lynn G. Cutler - . N
01/27/2000 02:43:22 PM Y




Record Typef Record

To: Charles M. Brain/WHO/EOP@EOP, Maria Echaveste/WHO/EOP@EOP

cel - See the distribution list at the bottom of this message
‘Subject:  Gambling initiative

| suppose you know by now that the announcement that the President made yesterday on child support
recovery and gambling revenues is a huge problem where Indian gaming is concerned. The tribes are
already. mandated to spend their revenues on health, education and welfare of their members. They also
have to negotiate compacts with their statesand have many more restrictions and depletion of their
revenues than other gaming entities. We have several friends on the Hill who are going to be very upset
- over this, and, not for you to worry about, we issued this without consultation with the tribes, which
violates our own executive order. I'm hoping we can get a meeting together on this soon and fix it.

Message Copied To:

Gene B. Sperling/OPD/EOP@EOP
Melissa G. Green/OPD/EOP@EOP
Marjorie Tarmey/WHO/EOP@EOP
Mary L. Smith/OPD/EOP@EOP
John Spotila/OMB/EOP@EOP

Message Copied To:

Maria Echaveste/WHO/EOP@EOP
Marjorie Tarmey/WHO/EOP@EOP
Bruce N. Reed/OPD/EOP@EOP
"Eric P. LiW/OPD/EOP@EOP

Anna Richter/OPD/EOP@EOP
Mary L. Smith/OPD/EOP@EOP

J. Eric Gould/OPD/EOP@EOP
Charles M. Brain/WHO/EOP@EOP
Broderick Johnson/WHO/EQP@EOP
Joel K. Wiginton/WHO/EOP@EOP
John Spotila/OMB/ECP@EOP
Barbara Chow/OMB/EOP@EOP
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Child Support Enfomement Intemept of Gaming Proceeds SR

Teboooml St For  P0s T budion

The Personal Rsponsibility and Work Oppormnlty Act of 1996 (PRWORA) cmnged'me
N—DdﬁmSoddSemﬂwAatomquimStatesmmbﬁd!wemedadnﬂnwam;;
prooedwesbaﬂ!ectd:ﬂdsuppatammgesbyln&:mpﬂng«sdﬂngpaynmts‘
~ Judgments, setfements and lotterfes. For the first time there was a dear Federal 3% :. .
- mandate that States stop individuals owing child support from receiving lottery winning
and seize their winnings without having to obtain a judicial restraining order. Lottetigi

revenués. Th 1997, State lotteries had $34 biion in sales, without including m
ﬁbm&aw!nvdmmmtwtmdecbmkgamlngdeWmMasKemandPoka

This paper proposes that Congress amend Title IV-D to require the intercept of alt
gambling winhings. As large as the State lottery business is, It is equal to only about
5% of the total amount of money flowing through U. S. commercial games. This "%
amount, known as the U, S. Gross Amual Wager (GAW) or *handie” in the gaming
-industry, was nearly $638.6 billion In 1997. The gaming !ndust:ykeptapprmdmately
$50.9 bitlion of this as Gross Gaming Revenue (GGR) or “win.” The “win” is the source
~ of gambling profits, employee salaries, administrative and overhead expenses as welf as

a variety of payments to Federal and State Governments in the form of payroll,
corporate and exdise taxes. This $50.9 billion represents more than $1 out of every
$10 of expenditures on leisure goods, sewlosandacﬁviﬂeslnmlsoountryandmat
dosnotlndudespendingbygamblersmhche!s food transpodaﬂonandoﬁm
expemes. L

A1997Nushymﬂicadmreporhedﬁat!fﬁue$47.6bﬂlbn199666kwasmmpaed

~ to large scale American Corporate business, it would rank 11* in the 1996 Forbes Sales
500 behind AT&T (52.2 bililon) and ahead of Texaco ($44.6 billion.) - Gambllnglsmlya
~ favorite American pastime. A recent Galiup poll reported that 57% of Americans
purchased lottery tickets In the previous year and. 31% gambied in a casino. Themi
reported that men tend to gamble more than women but there are few economic
stereotypes. Sevmw-ﬁvepaoentofﬁmeama!eastﬂs,ooomwmkem
in some form of gambling, while 63% of those eaming less than $25,000 gamble. -

Seventy-two percent of college gmduam gambie compared to 61% of those who did
not complete hlgh schm!

WhatdoesﬁﬂsAmeﬂczninfamaﬁonwim:gambunghavemdowimmﬂdsuppod -

‘enforcement? In order to consider that we need to look at the difference nationally

. between the “handie” and the “win.” In 1997 this difference - $587.7 billion (92% of
the handle) - repraenhedaumemoneypaidouthmedcangamblasatoomnwda!

gaming locations. The player payout percentage is only about 50% for most State

- lotteries. Thus, approximately $17 billion was paid out to State lottery winners in 1997.

1
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mpaymtpamtagesaremud\hlgherformwm'dalfmnsofgambnm
about 90% for the industry as whole and about 96% for casinas. ' For example,

paywtsvayﬁomamundss%ton%,horseradngabmtm,sbtmadﬁnaﬁm
88% to 96%, video poker machines from 95% to 97% while blackjack and other G
games payout up to 99.5%. These higher payouts would greatly expand the
. opporwmﬁafordmdsupponagendsmmmrmptorsdmanmmsfor

American casinos took in over 70% of the 1997 national “handle.” In addition to
Indian gaming casinos and the “destination” casinos in Nevada and New Jéfsey; |
are small stakes casinos in South Dakota and Colorado and nearly 100 riverboat {
-dockside casinos In Towa, Tiinols, Mississippl, Loulsiana, Missour! and Indiana.
has approximatealy 430 full-scale casinos and 1,980 siot only casinos. New Jeérs
14 casinos. Indian gaming, induding both.casines and other sites such as bingo
parlors, brought In about 12% of the handle, mostly from the tribes’ 260+ casino N
operations. Horseradngatlson-adcsin435tammoklnappm>dmate|y24% ol e
national hande.

Wlorgwlaﬂ!shedﬂevadaandﬂew]aseys!tesamhmnas‘dﬁﬁmﬁon ~_
becauseﬁweyaregemaﬂytoudstmienhadrsodmmﬁlmummemaﬁmd '
. opportunities for familles. People come from ail over the country to visit these sites:
" On the other hand most of the “new jurisdiction” casinos are different. Most of thely
visitors come from within a 100-mile radius on day trips. Their customers are for the

mostpaﬂsnglepumosevistmmandmnoenmtemeireﬁonsmgamingmmammm
o omerhourist—styleactiviﬁs ' e

......

BechthamhngevbaoerdeoLottuyTanﬁnalss&@asVldeoPokerandm
- present challenges due to the sheer number of locations involved. Many States now
allow machines in convenience stores, restaurants, bars, hotels etc. However, this: "% s’f
market segment accounts for only about 2% of the national handle. % w&

Thevastamumammeybangpauoutmganuas,madymuubnannm
makes commerdal gaming a critical target for child sipport intercept activity. Hm
obviously most of the payouts are too small to justify organized activity to identify o~
setze the payout. Siot machines account for nearly 60% of all gambling at casinos. .M. - =+~

H

n . ép

* report by the Nevada Gaming Commission for FY 1998 showed that 64.3% of the

staﬁewide“win"(zmﬁnmslo!s Quarter (25¢) slots alone made up 30.1% of the
stabewide“wln Mostpayoutsfromﬁﬂsacﬁvitywmﬂdbeforsmﬂamunts

,.ﬂ\epapamaefocepnposesmatmandamuenﬁﬁmﬁmofdmdwppmwﬂgus

- and seizure of their gambling winnings be set at the refatively high level where it Is

- currently necessary to report specific winnings to the IRS on Form W2-G, Certain
Gambling Winnings. The reason this limit was chosen for the proposal Is the ease of
impiementation for payers of winnings. At that point, the gambling establishment
already has to have a method in place to identify the winner to ensure that the W2-G
can be properly prepared and that the appropriate copies can be sent to the winner,

-
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The IRS divides gambling lnmﬂ\reespedﬂcg for purposes of determining
whemerawz-andsmbem:edmu\eganﬂﬂerandﬁledmmmelRSaMWheUmr
reguiar withholding needs to take place. The three types are:

1. HorseRadng,DogRadng,JaWal andOﬂmWagedngTramacﬂonsnot
discussed tater.

2. S\mpstaks,wmm and Lotteries.
3. Bingo, Keno and Slot Machines.

' If a payer pays reportable gambling winnings, the payer must file Form
‘wz-GwlﬂuheIRSandpmvldemplesmmeme mefollowingnnesapplybo
- reporting and regular withholding:

Type of Winning , W2-G Required? - Withholding Required?
Bingo and Slot Machines | If over $1,200 not reduced by | No '
the wager amount.. ‘
Keno : If over $1,500 reduced by the | No
__| wager amount. — :
Horse Racing, Dog If over $600, reduced by | If over $5,000 and 300

Radng, JalAlai and Other | amount of wager at the option | times greater than the
Wagering Transactions. of the payer, and more than amount wagered, withhold

300 times greater than the at 28% of gross proceeds —
amount wagered. . the amount of winnings
less the amount of the
Sweepstakes, Wagering | If over $600, reduced by If over $5,000, withhold at’
Pools, and Lotteries. amount of wager at the option | 28% of gross proceeds —

of the payer, and more than the amount of winnings
300 times greater than the | less the amount of the
amount wagered. wager

A second type of withholding called backup withholding must take place at 31% of the -
- full amount of the reportable winnings. (optionally reduced by the amount of the wager)
~ when a player refuses to fumish a valid Taxpayer identification Number.

* The Indian Gaming Regulation Act requires that tribal gaming establishments follow the

IRS rules for reporting and withholding on gambllng winmngs The language of the act
specifically reads:

. “The provisions of title 26 ... conceming the reporh'ng and withholding of

. taxes with respect to the winnings from gaming or wagering operations shall
apply to Indlan gaming operations conducted pursuant to this chapter, or
under a Tribal-State compact ..., in the same mannerassud: pmvisionsapply
msmegam!ngandwagedngopemﬁons" ,

3.
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The proposed process for intercepting winnings from gaming for child support
obligations uses the power and security of the Intemet. The proposal is based on
processes already in place in Rhode Island and Massachusetts for the intercept of
_insurance proceeds. The process could be totally automated for the majortty of large
operations and could be done by simple telephone diat-in by modem by smaller
operations much as they already do for the approval of credit card transactions above a
relauveiymlllmtt. Theproposedpcmlsdetailedhmefoﬂowmm B

mmmamwmw@amumn&umm
using established internet security protocois. .

The!austmpyofﬁteFedetaITaxO!fsetFueedmdfwme multi-state Financial Institution
DahMatd'\programwouidbemmtainedonmesewmweb-site.

msnmsmmmamrmmmmmmmmmm
file and s used in the mutti-state finandial institution data match process. Themecontalnstm

nann,Soda&SewﬂtyNumbuaMammgeamntformstmﬂdswpmm
naumwueowingm&mnssw)

: Amssmﬁmstewwldbeavaﬁamemmghasdgmpasswdsandmmum
& (SSL) Encryption Technology. Additional security could be added if necessary by using digital
ID's mOwnasd{entoerhﬁcah&ﬁtatspecmglymryau initiating compuberorserver

' (This 128-bit encryption technology is readily avallable on web browsers such as Microsoft
2| | Explorer and Netscape Communicator. It is the same security technology used by many !

. banks, brokerage firms and on-line businesses to ensure the security of thelr transactions. The
fact that an individual owes a child support debt and the amount owed Is public information.
However, many of the names submitted would not have child support arrearages. The process
needs to have maxdmum security to avoid random browsing, general public access, and to
mmmdmwcmimmmmmmmny«wmmw
names of their customers to a govemnment agency.)

Whenever a gambling establishment would be required by law to prepare a Form W2-G for a
customer, the establishment’s computer would automaticatly poll the intemet site for the
customers name and SSN and would fumish the system the amount of winnings. Smaller
establishments would be able to use a computer and modem or a telephone and modem to
reach the system. This would be as easy as approving credit card transactions. ~

I the system did not have a match between the winner and a child support obligation, the
payout would be made as normal after tax withholding where appropriate.

If the system established a match with adxi&dsupportobﬂgorftmuld aummatical!vinfomthe
gambling establishment to retain an amount up to the full amount of the winnings or the
amount of amearages, whichever was smalier. This amount would be in addition to any
required tax withholding because the winning would still have tax consequences for the
winner. The system would provide an address for the appropriate State Disbursement Unit

, where the money wouki be sent. The system would also provide appropriate information for
\ contesting the information after the withholding action by the casino.
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The gambiing establishment would retain the appropriate amount of money, in addition to any
required tax withhoiding. A form developed by OCSE would be provided o the obligor
informing the person of the amount intercepted for child support and the legal basis for the
intercept. The form would indude the address and tedephone number information needed for
contesting the intercept in the State where the system determined the obligation existed. No

Mhmu&mvmmuewrbeummkdmunndheanmunammmapmuﬁkwdwﬂhﬂu
child support matter,

"ﬂneﬂﬂﬂwmemunmdhwnmtmuummnammmtmpam!umhaﬂxsEﬂwdqxd

mmmn&mdumnmhﬂmmumdmsmﬂnammwnaaszuummammnm&aﬂm
adh&spnwﬁbdbyﬁnsnﬂmm ) (

Ammbaofnndiﬁmuommuldbemademmisprmmurmtsﬂssmpeormm&
more State or Federally oriented as determined appropriate.

A secure web-site could be maintained by each State, containing the full Federal

Tax Offset File. Alternately a Uniform Resource Locator (URL), i.e. web address,
- could be maintained by each State, which woulkd then provide user transparent

redirection to a single federally maintained web-site. The majority of gambling

| sites have local clientele. These businesses might be more comfortable

submltﬂngmsmmers'nameshot!ﬁrhomesmeagmcy

All collections could be submitted to the gambling establishment’s home State.
The State Disbursement Unit would then be responslble for submitting interstate
obligations to other States.

- Multi-state gambling corporations coulddloosemwbmtt their. wlttmeld funds to
- a spedific State. This would be much like their current ability to choose a State

to send their new hire reports to. ThatStatewouldmenberesponsib%efor

- forwarding funds to the appropriate States. V
All collections could be submitted to the Federal Government. Theywouldﬂm

be redirected to the appropriate State. This might be mare acceptable to the
tribal governments. This couid also be avallable only to tribal governments.

“The requirement could be limited to gambling &stabllshmems doing more: than a
| designated amount of business.

The requtremeﬂt could be limited to casinos. They are responsible for over 70%
of the total “handle” nationwide and are generally larger and more automated
than other forms of gambling especially those depending on electronic gaming
devices. State lotteries and pari-mutuel locations could also be Incdluded based

on thelr high level of automation.

202-401-4735 : R
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Theannual Federal revenueesumateformis mmlis$41 mﬂllonbasedonthe\
Federal share of gambling winnings by obligors with TANF cases. There willbe
appraximately 4.2 million records on the edited FIDM file when all states have. .
- completed reporting their cases. Approximately 55% of the SSN's on this file are.

- related to TANF cases, misesﬁmwbbasedmmdymptﬂidymw
~ Industry gambiling statistics and IRS tax statistics. ‘Gambiing has continued to

an annual rate exceeding 5% since the 1996 numbers were released. The project opst
Bsﬂmﬁedbbeﬂﬂmaﬂoninstatt-upmts e
: “gammgmm Amualmalntenameoos!saresﬂumedmbemmdn.sm
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ADMINISTRATION FOR CHILDREN AND FAMILIES
FISCAL YEAR 2001 LEGISLATIVE PROPOSAL

Ncw Child Support Enforcement Technique

Régixirc Child Support Enforcemem C;crvxc:e::s fQ[ Intereept of Gaming Proceeds.

Current Law: chéral taw, Section 466(a)(1)(A) of the Social Security Act, requires States to
have in place Jaws and practices to insure that employers withhold from an individual’s income
amounts payable as support in cases subject to child support enforcement. “Income™ has been
broadly defined as any periodic form of payment duc to an individual, regardiess of source,
including wages, salaries, commissions, bonuses, worker’s compensation, disability, payments
pursuant 1o a pension or retirement program, and interest. In addition, section 466(c)(1)(G)
requires States to intercept or seize periodic or Jump-sum payments from a State or local agency,
including unemployment compensation, workers compensation, and other benefits, as well as -
intercepling judgments, settlements, and lotteries, where there is a child support arrearage, in
order to sccure assets to satisfy any current support obligation and the arrearage. Statcs receive
Federal Financial Participation at the current. mauhmg rate of 6G6%, for their usc of these
enforcement mechanisms. :

Proposal: Broaden the intent and broaden the reach of current income intercept law to apply it'to
gambling earnings. Require States, as a condition of receiving Federal funds for Child Support
Enforcement programs under title IV-D of the Social Security Act, to have and use laws to
interccpt gaming wmnm;,s that are-already rcportable to the IRS (inhcluding, but not. hmuad to,
winnings from casino gamblmg, horse and dog racing, jai alai, and Keno), to offset child support
arrears amounts. Continue to reimburse States for their expenses at the prevailing matchmg rate
and make incentive payments to them for collections in cases involving gaming winnings.

- Rationale: - Federal policy, as reflected in current law, clearly seeks to assure that all rcasonable
efforts are'made 1o collect support from individuals who have outstanding support obligations to
their children. The proposal is a logical extension of existing statutory authorities encouraging
States to capture available funds. The proposal builds on the mechanisms developed to
implement other.child support enforcement practices and would assume the same level of
reporting obligation already cstablished in Federal tax law. Therefore, the administrative impact
on States would be minimized.
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Judge OKs soverelgnty of
K|ckapoos

The CapiakJourns!

HORTON — A federal judge Wednesday restricted govemmeﬁt
jurisdiction over indian reservations, ruling in support of tribal
sovereignty. o .

The court case followed an incident in April 1889 when Brown County
sheriff's Depuly Randy Linck eccompanied a tow truck driver to
repossess a vehicla on the Kickapoo Nation reservation west of -
Horton. Later that month, the tribe filed a complaint in federal court

_asking a judge to decide whether county officials could enforce civil
actions on sovereign land. ‘

- U.S. District Judge Sam A. Crow's decision will prohibit anyone but
- tribal police from physically repossessing vehicles, serving
gamishment papers or delivering court orders for unpaid bilis or back
child support. However, civil processes may still be served by mal!
without being in violation of the tribe's jurisdiction.

"Brown County Sheriff Lamar Shoemaker said that as information came

. out during the hearing, he had come to agree with the judge’s decision.
But he said there may still be ways to serve many of the county's civil
actions, ‘

"We may attempt to serve off the reservation,” he said: "But aftér
* investigating the deal, | agree with the fact that they retam their civil
;unsdachon "

The judge's decision, hcwever. explicitly states that a person or entity
may file lawful actions in Kickapoo District Court or request the tribal
court or tribal police to assist in the serving pmcess

: Neither the plaintiff nor the defendant asked for damages or
reimbursament in the case. The parties agreed to walve all rights of

appsal.

Shoemaker said the decision wouldn't affect criminal pursuit or
investigation, but he said he was glad the court had clarified the
county's respons:billw on the reservation.

hitp://cjonline.com/stories/021100/kan_kickapoos,shtml
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that has been picked up for the last 130 years and nobody knew it was
wrong until it was discovered here lately."
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An Act for t:he‘Advn'li'ss’iOn of 3
- Kansas Into the Union

" PREAMBLE

wuEeREss, The people of the territory of
Kansas, by their representatives in con-
vention assembled, at Wyandotte, in said
territory, on the twenty-ninth day of July,,
one thousand eight hundred and fifty-
nine, did form to themselves a constitu-

~ tion and state government, republican in
form, which was ratified and adopted by
the people, at an election held for that
purpose, on Tuesday, the fourth day of
October, one thousand eight hundred and
fifty-nine, and the said convention has, in
their name and behalf, asked the congress
of the United States to admit the said
territory into the union as a state, on an
equal foating with the other states; there-

fore,

Be it enacted by the senate ond house of -
representatives of the United States of -

Americo in congress assembled:

1. Admission; boundaries; Indian .

title. That the state of Kansas shall i:e, and is
hereby declared to be, one of the United
States of America, and admitted into the
union on an equal footing with the original
states in all respects whatever. And the said
state shall consist of all the territory in-
cluded within the following boundaries, to
.wit: Beginning at a point on the western
boundary of the state of Missouri, where the
thirty-seventh parallel of north latitude
crosses the same; thence west on said paral-
le] to the twenty-fifth meridian of longitude
west from Washington; thence north on said
meridian to the fortieth parallel of latitude;
thence cast on said parallel to the western
boundary of the state-of Missouri; thence
. south with the western boundary of said
state to the place of beginning: Provided,
That nothing contained in the said constitu-
tion respecting the boundary of said state
shall be construed to impair the rights of
person or property now pertaining to the
Indians of said territory, so long as such
rights shall remain unextinguished by treaty

s
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between the United States and such Indians,
or to include any territory which, by treaty
such Indian tribe, is not, without the con-
sent of such tribe, to be included within the
territorial limits or jurisdiction of any state
or territory; but all such territory shall be
excepted out of the boundaries, and consti-
tute no part of the state of Kansas, until said
tribe shall signify their assent to the
dent of the United States to be included
within said state, or to affect the authority of
the government of the United States to make

resi-

.any regulation respecting such Indians,
their lands, property, or other rights,” by

treaty, law, or otherwise, which it would
have been competent to make if this act had
never passed. [Act Jan. 29, 1861, ch. 20, § 1,
12 Stat, 126.] e

.- CASE ANNOTATIONS

1. Section considered in determining control of Ft.
IL(.e:\;enworth military reservaraon, Clay v. The State, 4

2. 'Taxation of Indian lands by state government,
recognizing Indian tribe. Blue-Jacket v. The Commis-
‘sicners of ﬁohmon County, 3 K. 299. Reversed: The
Kansas Indifans, 72 U.S, 737, 18 L.Ed. 667.

3. Kansas socepted admission on conditen that In.
dian ;ig}hh remain unimpaired, Parker v. Winsor, 5 K.
362, 367, -

4. Taxatlon; Indisn lands; primary dispasal of soil;
federa] laws govern. Douglas Co. v. Union Pac. Ry. Co,,
5 K 615, 624,

5. Taxation of lands granted to raflroad mgxspan
counsidered. Kansas Pacific Rly. Co. v, Culp, 9K. 38, 4
Reversed: Rallway Co. v. Prescort, 83 U S, 603; 21 L.
Ed. 373, : ‘ ]

6, Indian lands, when taxsble and alienable, consid-
ered; government patents. Comm’rs of Franklin Co. v,
Pennock, 18 K. 579. Affirmed: Pennock v, Commis-
sioners, 103 U.S. 44, 26 L. Ed. 367,

7., Indian lands held under patents not exempt from
state taxation. Comm’rs of Franklin Co. v, Pennock, 18
K. 579. Afirmed: Pennock v. Cormnmissioners, 103 U.S.
44, 26 LEd. 367, - :

8. Discussed; residents on lands ceded to United
States may not vote st precincts esteblished prior to

~cession. (Ditzsnting opinion.) Herken v. Glynn, 151 X,
855, 870, 101 P.2d 948, - .

9. United States may recover taxes {llegally collected

from Indian ward. Board of Comm’rs v. United States, -

-100 F.2d 929, 935. -
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8 2. Representative. That until the next
eneral apportionment of representatives,

e state of Kansas shall be entitled to one
representative in the house of representa-
tives of the United States. [Act Jan. 29, 1861,
-ch. 20, § 2, 12 Stat, 127.]

8§ 3. Force of act; school lands; univer-
" sity lands; public buildings; conditions;
taxation, That nothing in this act shall be
construed as an assent by congress to all or
any of the propositions or claims contained
in the ordinance of said constitution of the
people of Kansas, or in the resolutions
thereto attached; but the following proposi-
tions are hereby offered to the said people of

ACT FOR ADMISSION OF KANSAS INTO THE UNION

i»Vhich may hereafter be confirmed or ad-

judged to any individual or individuels,
shell, by this article, be granted to said state.
Fifth. That five percentum of all sales of

-all public lands lying within said ‘state,

Kansas for their free acceptance or rejection, .

which, if accepted, shall be obligatory on

the United States and upon the said state of

Kansas, to wit: - ,
First. That sections numbered sixteen
and thirty-six, in every township of public
lands in said state, and where either of said
sections or any part thereof has been sold or
otherwise been disposed of, other lands,

equivalent thereto and as contiguous as may

be, shall be granted to said state for the use
of schools. : o o
Second, That seventy-two sections of
land shall be set apart and reserved for the
use and support of a state university, to be
selected by the governor of said
" ject to the approval of the commissioner of
the geners]l land office, and to be
priated and applied in such manner as the
egislature of said state may prescribe for the
purpose aforesaid, but for no other purpose.
Third. That ten enitire sections ofp land, to
be selected by the governor of said state, in

state, sub-

appro-

legal subdivisions, shall be granted to the

said state for the purpose of completing the
public buildings, or for the erection of
others at the seat of govermment, under the
direction of the legislature thereof.

Fourth. That all salt springs within said
state, not exceeding twelve in number, with
six sections of lan adioinin?

ous as may be to each, shall be granted to

or as contigu- .

said state for its use, the same to be selected

by the governor thereof within one year after -

_the admission of said state, and when so
selected to be used or disposed of on such
terms, conditions and regulations as the leg-
islature shall direct: Provided, That no salt
spring or land, the right whereof i{s now
vested in any individual or individuals, or

Lagt
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which shall be sold by congress after the
admission of said state into the union, after
deducting all the expenses incident to the
same, shall be paid to said state for the
purpose of making public roads and internal
improvements, or for other purposes, as the
legislature shall direct: Provided, That the
foregoing propositions hereinbefore offered
are on the condition that the people of Kan-
sas shall provide by an ordinance, irrevoca-
ble without the consent of the United States,
that said state shall never interfere with the

primary disposal of the soil within the same

by the United States, or with any regulations
congress may find necessary for securing the
title in said soil to bona fide purchasers
thereof. T

Sixth. And that the said state shall never
tax the lands or the property of the United
States in said state: Provided, however, That
in case any of the lands herein granted to the
state of Kansas have heretofore been con-
firmed to the territory of Kansas for the pur-
poses specified in this act, the amount so
confirmed shall be deducted from the quan-
tity specified in this act. [Act Jan. 29, 1861,
ch. 20, § 3, 12 Stat, 127.] '

CASE ANNOTATIONS

1. Taxation of Indian lands; recognition of Indian’

treaties considered. Blue-Jacket v. The Commigsioners
of Johnson County, 3 K. 299. Reversed: The Xansas
Indiana, 72 U.S. 737, 18 L. Ed. 657,

2. Kansas accepted admission on condition that In-
dian riéghu remaln unimpaired. Parker v. Winsor,'S X
3eg, 367. - . .

3. Taxation of lands granted to railroad ecompany
considered. Kansas Pacific Rly, Co, v. Culp, 8 K. 38, 47.
Reversed: ‘Railway Co, v, Prescott, 83 U.S. 603, 21 L.
Ed. 373.. ... . . .

4, Crants of land for railroad construction consid-
ered. Kansas Pae. Rly. Co. v. Missouri, X.P, Rly. Co., 15
K.15,21. Affirmed; M.K, & T. Rly. Co. v. Kan. Pac. Rly.
Co.. 67 U.S. 491, 34 L. Ed. 1085, o

5. Clatms of railroad mmgmies under land grants
considered; Osage'ceded lands. L.L. & G. Rld. Co. v
Coffin, 16'K. 510. ~ .-

6. Provison sstting aside lands for stute university

' :ggstmed. The State ¥, Lawrence, 79K, 234, 269, 100 P

7. Section considered in determining right of state 1o
build roads. The State, ex rel., v. Knapp, 89 K. 852, 854
163 p. 181, . i
8, Right of state to tax Indian lands considered; rec>
gg:n{z(n tribal organization. The Kansas Indians, +=

5. 73% 18 L. Ed. 667." .

.
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" ACT FOR ADMISSION OF KANSAS INTO THE UNION

Ve VWU

§5

§. Taxation of lands granted to raflroad company;
{ssuance of patents. Railway Co. v. Prescott, 83 U.§,
603, 21 L. Ed. 373,

10. Cited in holding Laws 1939, chapter 82 (10-417,
10-421), relating to refunding bonds, unconstitutional.
State, ex rel., v. School Fund Commission, 152 K. 427,
439, 103 P24 801. : :

11. Right to tax lands owned by fedeml reconstruc-
rion Ansnce corporation discussed. Boeing Airplane Co.
v, Board of County Comm'rs, 164 K. 148, 155, 136, 188

P.2d 428,

§ 4. Judicial district; court officers;
cases. That fromn and after the admission of
the state of Kansas, as hereinbefore pro-
vided, all the laws of the United States,
which are not locally inapplicable, shall
have the same force and effect within that
state as in other states of the union; and the
said state is hereby constituted a judicial
district of the United States, within which a
district court, with like powers and jurisdic-
tion as the district court of the United States
for the district of Minnesota, shall be estab-
lished; the judge, attorney and marshal of

© the United States, for the said district of

Kansas, shall reside within the same, and
shall be entitled to the same compensation
as the judge, attorney and marshal of the
district of Minnesota; and in all cases of
appeal or writ of error heretofore prose-
cuted, and now pending in the supreme
court of the United States upon any record
from the supreme court of Kansas Territory,
the mandate of execution or order of further
proceeding shall be directed by the supreme
court of the United States to the district
[court] of Kansas, or to the supreme coust of
the state of Kansas, as the nature of such
appeal or writ of error may require; and each
of those courts shall be the successor of the

. supreme court of Kansas Territory as to all
-such cases, with full power to hear and de-
‘termine the same, and to award mesne or

11

final process therein. [Act Jan. 29, 1861, ch.
20, § 4, 12 Stat. 128.] '

§ 5. Terms of court. That the judge of the
district court for the district of Kansas shall
hold two regular terms of said court an-
nually, at the seat of government of the said
state, to commence on the second Monday of
April and October in each year. [Act Jan, £9,
1861, ch. 20, § 5, 12 Stat, 128.]

. ADMISSION

Iol}.-r Resorumon of the Legislature of the Stats of Kan-
sas, accepting the terms imposed by Congress upon
the admission of the State of Kansas into the Union.

Prorosrrions ContaiNgp (N AT op Abntssion o
o . ) Acccr;m
Be it resolved by the Legislature of the State
of Kansas:

Proposition sccepted. That the proposi-
tions contained in the act of congress, en-

- titled “An act for the admission of Kansas

into-the Union,” are hereby accepted, rati-
fied, and confirmed, and shall remajn irre-
vocable, without the consent of the United
States, And it is hereby ordained, that this
state shall never interfere with the primary
disposal of the soil within the same by the.
United States, or with any regulations con-
gress may find necessary for securing the
title to said soil, to bong fide purchasers
thereof; and no tax shall be imposed on
lands belonging to the United States. [C.L.
1862, ch. 6; approved January 20, 1862.]

CASE ANNOTATIONS

1. Laws of United States govern in primary disposal
of soil. Douglas Co, v. UP.RW,, 5 K. 615. .

2. Improvements made on government lands not
taxsble before final proof. Comm'rs of Chase Co. v.
Shipman, 14 K. 532, 537. :

3. Congress may give state permission to tax lands
under its control. Logan v. Comm'rs of Clark Co., 51 K.
747, 33 P. 603. _




Child Support and Gambling Winnings
February 3, 2000

We are going to immediately begin consultations with the industry. We plan on immediately
obtaining input from the gaming industry to make the gambling intercept proposal as least
burdensome as possible. We realize that this proposal would require gaming establishments to
take a few extra steps but we intend to fully discuss the process with them. Expertise from the
gaming industry is going to be crucial because they understand the actual process and potential
challenges better than anyone.

When implementing the new hire reporting requirement contained in the welfare reform law,

- HHS worked extensively with States and employer organizations to make sure that employers

~ were involved in the conceptualization and development of the new hire reporting system. HHS
held conferences, prepared articles for employer’s newsletters, and solicited employer input on
the Internet. Employers were instrumental in the number and type of data reporting elements
that States now use in their new hire reporting system. We will follow this model with the
gaming industry both to make sure that we are cognizant of the gaming industry’s concerns, and
to ensure that the gaming industry was mvolved in the development of the gambling mtercept
process.

- The gaming industry is not being singled out. Strong enforcement tools put in place since
1992 have strengthened our efforts to collect child support, such as allowing garnishing of wages
through employers, seizing of bank accounts through financial institutions, and taking of drivers
and other licenses. In addition, based on the 1996 welfare reform law, state 10ttery winnings are
withheld from parents who owe past due Chlld support.

I think there was a lot of initial opposition to the gaming idea before people understood
what we were actually proposing. This proposal builds on current reporting processes
already in place. This proposal only builds on the process already in place to collect taxes on
gambling winnings, which gaming establishments already report for certain activities and retain
a portion of the winnings in some circumstances for tax purposes. This proposal would only
require that gaming establishments also check if an individual who is already submitting -
information for tax purposes because their winnings exceed a certain amount ($600 to $1,500
depending on the type of gambling) owe child support. If they do owe child support, winnings
. would be retained for the children of the gambler. This proposal would increase child support
collections to families by $348 million over five years and save the federal government $183
million over the same period. \ '

Gaming activities that could be intercepted for child support are limited. Again, our
proposal follows the IRS rules for reporting. The IRS already requires information on winnings
depending on the type of gaming. For example, if slot machine’s winnings exceed $1,200 an
individual has to fill out a W2-G. Our proposal would only require that that a few pieces of

- information from the W2-G -- the person’s name, social security number and amount of
winnings -- be transmitted to a secure internet site where it would be matched against updated
HHS Tax Refund Offset Information-on parents who owe child support. The match inquiry
would report back: 1) there is no match and the individual does not owe past due child support;



2) the individual owes past due child support which exceeds the amount of the individual’s
winnings, therefore, the entire amount of winnings should be retained; or 3) the individual owes
child support but the amount does not exceed the amount of winnings; therefore only the amount,
of child support owed should be retamed

In addition to slot machine wmnmgs above $1,200, IRS rules requlre that aW-2G be ﬁlled out
for: Keno wmnmgs above $1,500, horse and dog racing and other wagenng transactlon (sports
betting) winnings above $600.

It’s premature to drop the proposal altogether. We need to sit down with the eittire industry
(including the tribal gaming organizations) and discuss the goal we are trying to achieve
balanced against the real obstacles that would exist in implementing such a project. After we do
that, we’ll all be in a more informed position to make further decisions.

I know the gamblmg proposal is partlcularly important to you but it is only a piece of our
child support enforcement package. To collect more child support from fathers who can pay,
our budget includes several new initiatives to further crackdown on parents who owe child
support and can afford to pay. These initiatives (including intercepting gambling winnings) will
~ collect nearly $2 billion more over five years in support for children who need and deserve the
support of both parents by:

e Booting the Cars of Deadbeat Parents. This will take nationwide a policy adopted in.
Virginia that immobilizes vehicles owned by deadbeat parents until they begin to pay
what they owe. During the pilot phase, this initiative collected an average of $5,000
from each deadbeat parent. This new tool will enable every state to collect more child
support; there will be safeguards to ensure that those legitimately trying to pay are not
targeted.

. Denying Passports to Parents Who Owe $2,500 or More in Child Support. This proposal
will deny passports to parents owing more than $2,500 in child support. This expands
the current passport denial program, which rejects passport applications or renewal
requests if child support arrearages exceed $5,000, and currently results in 30-40 denied
passports per day. Rejected parents often pay child support 1mmedxately in order to
obtain their passports. :

e Prohibiting Medicare Participafion by Providers Owiug Child Support. This bars doctors
and other health providers who owe child support from becoming Medicare providers.

¢ Requiring More Frequent Updating of Child Support Orders. This proposal will require
states to review support orders every three years for families receiving TANF and adjust
them accordingly. New orders reflecting parents’ updated salary information will bring
more child support to chxldren who need it. '

The Administration’s budget will also contam a proposal that will ensure that more child Support
goes directly to families. Current child support distribution rules are complicated, and often
result in government, not families, keeping child support monies paid by the father. The budget


http:years.in

also includes a proposal that will enable states to simplify distribution rules and provide
incentives to states that pass through more child support payments directly to families. In states
that adopt the new options, families that have left-welfare will be able to keep all the child -
support paid by the noncustodial parent; families still working their way off welfare will be able
to keep up to $100 a month. These proposals will create a clearer connection between what a
father pays and what his family gets, giving parents more reason to cooperate with the child
support system. '
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Q&A: Child Support and Gamblmg Wmmngs |
January 28, 2000 i

How can we obtain input from the gaming industry to make the gambling mtercept
proposal less burdensome to them?

The Federal Office of Child Support Enforcement will follow the successful model it has
used when implementing other laws such as new hire reporting to ensure that it obtains
input from the gaming industry to make the gambling intercept proposal the least
burdensome as possible.

When implementing the new hire reporting requirement contained in the Personal
Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA), OCSE
worked extensively with States and employer organizations to make sure that employers
were involved in the conceptualization and development of the new hire reporting
system. OCSE held conferences, prepared articles for employer’s newsletters, and
solicited employer input on the internet. Employers were instrumental in the number and
type of data reporting elements that States now use in their new hire reporting system.
OCSE will follow this model with the gaming industry both to make sure that OCSE was
cognizant of the gaming industry’s concerns, and to ensure that the gaming industry was
involved in the development of the gambling intercept process.

What is the legal rationale for including tribes in the gambling intercept proposal?

Tribal gaming activities have an important and growing role in the United States gaming
industry and the IRS treats tribal gaming as State gaming for tax purposes. According to
the National Gambling Impact Study Commission Report, of the 554 Federally
recognized tribes in the United States, 146 have Class III gambling establishments. In
1998, there were at least 298 Indian casinos and bingo halls operating in 31 States. This
is an increase from 70 such casinos and bingo halls in 16 States in 1988. Revenues from
gaming have also increased dramatically on tribal lands, from $212 million in 1988 to
$6.7 billion in 1997. During the same time period the gaming industry as a whole saw -
its revenues increase from $9.6 billion in 1988 to $20.5 billion in 1997. This rise was in
part fueled by two legal developments, the Supreme Court decision in California v. Band
of Mission Indians confirmed the inability of States to regulate commercial gambling on
Indian reservations, and Congressional passage in 1988 of the Indian Gaming Regulatory
Act (IGRA) (25 USC 2701 et. seq.). One relevant section of IGRA, 25 USC 2719,
applies IRS tax reporting and withholding rules to Indian gaming establishments in the
same manner as those IRS rules apply to States.

What is the enforcement mechanism for the gambling intercept proposal?

As a condition of receiving Federal funding for their child support programs, States
would be required to pass laws and implement procedures to require the gaming industry



to intercept gambling winnings that met the IRS thresholds for taxation. States would
have responsibility to ensure that gambling establishments complied with the
requirements. ’
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WHITE HOUSE UNVEILS NEW RESPONSIBLE FATHERHOOD INITIATIVE
TO PROMOTE WORK AND BOOST CHILD SUPPORT PAYMENTS
January 26, 2000 : ‘

Today, the White House will unveil a major new initiative to promote work, child éupport, and
responsible fatherhood. The responsible fatherhood initiative, part of the Administration’s FY
2001 budget, will include new measures to 1) collect child support from parents who can afford
to pay; 2) ensure that more child support goes directly to families, and 3) provide funds to help
more "deadbroke" fathers who owe child support go to work. These responsible fatherhood
proposals are a critical next step in welfare reform, and will build upon the Administration’s
efforts to help low-income families succeed in the workforce and help even more long-term
welfare recipients go to work. The White House today will also announce new data showing that

. thanks to the Administration's child support crackdown, collections have nearly doubled since

President Clinton and Vice President Gore took office.

' COLLECTING MORE CHILD SUPPORT“FROM FATHERS WHO CAN PAY. The’

Administration’s budget will include new initiatives to crack down further on parents who owe
child support. These initiatives will collect nearly $2 billion for chﬂdren over the next five years
by: :

e Booting the Cars of Deadbedt Parents. This will take nationwide a policy adopted in
Virginia that immobilizes vehicles owned by deadbeat parents until they begin to pay what
they owe. During the pilot phase, this initiative collected an average of $5,000 from each

- deadbeat parent. This new tool will enable every state to collect more child support; there
will be safeguards to ensure that those legitimately trying to pay are not targeted.

e Intercepting Gambling Winnings to Collect Past-Due Child Support. Gambling winnings
are a form of income, which until now has been out of reach to families who are owed child
- support. Under this initiative, gambling establishments will check whether individuals with
large winnings owe child support as they complete existing procedures for withholding
federal income taxes. Gamblers owing child support will have their winnings seized.

« Denying Passports to Parents Who Owe $2,500 or More in Child Support. This proposal
will deny passports to parents owing more than $2,500 in child support. This expands the
current passport denial program, which rejects passport applications or renewal requests if
child support arrearages exceed $5,000, and currently results in 30-40 denied passports per
day. Rejected parents often pay child support immediately in order to obtain their passports.

e Prohibiting Medicare Participation by Providers Owing Child Support. This bars doctors
- and other health prowders who owe child support from becomlng Medlcare providers.

e Requiring More Frequent Updating of Child Support Orders. ThlS proposal will require
states to review support orders every three years for families receiving TANF and adjust
them accordingly. New orders reflecting parents’ updated salary 1nformat10n will bring
more child support to children who need it.




STREAMLINING CHILD SUPPORT RULES SO MOTHERS GET MORE RELIABLE
CHILD SUPPORT INCOME. The Administration’s budget will contain a proposal that will
ensure that more child support goes directly to families. Current child support distribution rules
are complicated, and often result in government, not families, keeping child support monies paid
" by the father. Today's proposals will enable states to simplify distribution rules and provide
incentives to states that pass through more child support payments directly to families. In states
that adopt the new options, families that have left welfare will be able to keep all the child
support paid by the noncustodial parent; families still working their way off welfare will be able
to keep up to $100 a month. These propoSals will create a clearer connection between what a
father pays and what his family gets, giving parents more reason to cooperate w1th the child
support system.

HELPING LOW-INCOME FATHERS AND WORKING FAMILIES SUPPORT THEIR
CHILDREN. The Administration’s budget also proposes $255 million for the first year of a
new "Fathers Work/Families Win" initiative to help low-income non-custodial parents and low-
income working families work and support their children. .

e Fathers Work. To ensure that low-income fathers who are not living with their children
provide the financial and emotional support their children deserve, the Administration’s
budget will include $125 million for new "Fathers Work" grants. These grants will help
approximately 40,000 low income non-custodial parents (mainly fathers) work, pay child
support, and reconnect with their children. As part of this effort, states will need to put
procedures in place allowing them to require more parents who owe child support to pay or
go to work, expanding to include parents of children not on welfare. This initiative builds
on over $350 million in responsible fatherhood initiatives funded through the Labor
Department Welfare to-Work program.

e Families Win. To reward work and responsibility and ensure that all families benefit from
the booming economy, the Administration’s budget will include $130 million in new grants
to help hard-pressed working families get the supports and skills they need to succeed on the
job and avoid welfare. These funds will leverage existing resources to help families retain

- jobs and upgrade skills, and get connected to critical work supports, such as.child care, child
support, health care, food stamps, housing, and transportation. Families Win grants will
. serve approximately 40,000 low-income families, including mothers and fathers, former
welfare recipients, and people with disabilities. Within these funds, $10 mllhon will be set
“aside for applicants from Native American workforce agencies.

CHILD SUPPORT COLLECTIONS SET NEW RECORD, NEARLY DOUBLING SINCE
1992. The White House today will also announce new data showing that the Administration’s
child support campaign nearly doubled collections to $15.5 billion in FY 1999, up from $8
billion in 1992. A record $1.3 billion of these collections came from withholding federal tax
returns from deadbeat parents, with the balance coming from a variety of stronger enforcement
tools put in place since 1992, allowing garnishing of wages, seizing of bank accounts, and taking
of drivers and other licenses. The new data show that efforts to track deadbeat parents across
state lines are working — 2.8 million parents were located in the first two years of operation of



the National Directory of New Hires, which matches child support orders to employment
records. These statistics confirm promising trends, showing that paternity establishment — often
the first step in collecting child support — tripled to nearly 1.5 million in 1998, and the number of
child support cases with collections rose from 2.8 million in 1992 to 4.5 million in 1998.

EXTENDING WELFARE-TO-WORK GRANTS. To help more long-term welfare recipients
and low-income fathers go to work and support their families, the Administration's budget will - .
give state, local, tribal, and community- and faith-based grantees an additional two years to
spend Welfare-to-Work funds, ensuring that roughly $2 billion in existing resources continues to
help those most in need. This will give grantees an opportunity to fully implement the $3 billion
Welfare-to-Work initiative the Administration fought to include in the 1997 Balanced Budget
Act, as well as the program eligibility improvements enacted last year with the Administration’s
support.

NEW INITIATIVES ARE IMPORTANT NEXT STEP IN WELFARE REFORM. The
initiative to be announced today is an important next step in welfare reform, which has moved
millions of single parents (mainly mothers) into the workforce, and it is a logical extension of the
existing Welfare-to-Work funds, which are helping long-term welfare recipients and low-income
fathers work and support their families. '

Three years after the enactment of the welfare reform law, we’ve seen revolutionary changes to
" promote work and responsibility. Numerous iridependent studies confirm that people are moving
in record numbers from welfare to work, and welfare rolls are down by more than half since
1992 to their lowest level in 30 years. The 12,000 companies in the Welfare to Work Partnership
launched by the Administration in 1997 have hired nearly 650,000 former welfare recipients.
-More than 1.3 million welfare recipients nationwide went to work in 1998 alone; the percentage
of adults still on welfare who were working nearly quadrupled between 1992 and 1998, with all.
fifty states meeting the welfare reform law’s overall work requirement. Today, there are 2.2
million fewer children living in poverty than in 1993, and the child poverty rate declined from
22.7 percent to 18.9 percent — the largest five year drop in nearly 30 years. The overall poverty
rate fell to 12.7 percent in 1998, with 4.8 million fewer people in poverty than in 1993.



