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* Collecting Child Support From Self-Employed Individuals

As required by PRWORA, every state has established a State Casé Registry containing

information about all IVD cases as well as all non-IVD cases with new or recently modified

* orders. Abstracts of these cases are sent to the Federal Case Registry, which is located within the
Federal Parent Locator Service (FPLS). Each state also collects information from employers
about all newly hired employees. This information goes into the State Directory of New Hires.

. This State Directory of New Hires also contains state wage and unemployment claims

_ information. States send abstracts of this information to the National Directory of New Hires
which is also located within the FPLS. ‘ S

States match information in their State Case Registries with information they receive back from
- the National Directory of New Hires to locate the employer in cases where there is an order that
has already been established. In these cases, the states use the information to serve the
withholding order on the employer so that money begins to flow to the family.

‘Self-employed individuals can not be located by such a method because their information is not
contained in the State Directory of New Hires. Treasury, however, requires that self-employed
individuals submit quarterly estimated tax payments for their self-employed activities. The
record of these self-employed individuals could be matched against the State Case Registry to
identify self-employed individuals who also have out-standing child support orders. At that
point, Treasury could require these individuals to make overpayments.on their quarterly returns

- that would be forwarded to the respective state and distributed to the family. With an increase in
the number of self-employed individuals, it is important that our child-support systern be ﬂex1ble
enough to respond to changes in the makeup of our nation’s workforce
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Department of the Treasury.

Office of the General Counsel
- 1500 Pennsylvania Ave., N.W.
. Washington, DC 20220

Office (202) 622-0287

Fax . (202) €22-2882

Date: December 14, 1989

1

Number of pagés including.fak sheet: _2

To:_Cynthia Rice

From: _ Lexa Edsall
Fax Number: - 202-456-7431
NOTE:

'

Dave Lebryk said you were interested in seeing this, It draws on
the memo about increasing Treasury child support collections that.

Neal gent you. Please let us know if you have any comments.
Thanks. : : .
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: o 12/14/1999

- State of the Union
. Child Support

Proposed Actions:

.Call on Congress to authorize the collection of overdue child support by offsetting Federal

benefit payments (Social Security, Black Lung and Railroad Retirement) that would
otherwise go to deadbeat parents, as provided in legislation passed by the House last Session
Call on Congress to authorize the collection of overdue child support from tax refunds t6
deadbeat parents before the Federal government collects its own non-tax debts from those
refunds; I -will make the same change to priorities from offsets from non-tax payments

Call on Congress to authorize States to charge deadbeat parents for administrative costs when
child support is collected from Federal payments :

Call for continued Federal-State cooperatlon in child support enforcement efforts and
encourage the States to submit more child support debts to the Federal Governmcnt for
collection from Federal payments to dcadbeat parents :

Suggested text:

Enforcing child support obligations is critical to the well being and future of our children.

This Administration has attacked this problem from all angles: civil enforcement, criminal
~ enforcement, and by collecting child support on behalf of children. In the last year, the federal
government has helped collect over $14 billion in delinquent child support obligations, of which
over $1 billion was collected by offsetting tax refunds and other federal payments that would
otherwise go to deadbeat parents. But we can do more, and we should take every effort {o ensure
that deadbeat parents are mcenng their obli gatlons So I am proposing the followmg actions.
[see abovc]

1



Simplified Distribution
Pass-through

Gaming Intercept

Total

CSE
FS

Total
CSE
FS

Total
CS8E

CSE
F8S

2001

35

31

48
-11
27

2002

134

119

55
-30

o5

2005

2003 2004

134 135 - 133
15 -15 15 .

119 120 118
55 56 55.
=30 -30 -30
25 26 25
-51 -51 50
189 191 188
45 -45 -45
93 95 93

571

507

234
127

107
213

805

-191

401
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® Eugenia Chough 11/19/99 10:46:04 AM

Record Type: - Record E V B ‘

N

To: Cynthia A. Rice/OPD/EOP@EOP

ccr : - o
Subject: 5 yr #s for passthru-and distribution .

Latest preliminary 5 yr #s, went down a little:
~ Passthru -- $107M
Distribution --'$507M

Also Gaming mtercept saves $21 3Mover 5.’ ,
Forwarded by Eugenia ChoughIOPD/EOP on 11/19/98 10:37 AM

Michele Ahern )
" 11/19/99 10:28:33 AM

Record Type: Record

To: Eugenia Chough/OPD/EOP@EOP -

cc: . Co
Subject: :

Genie - Here are the latest set of estimates for the HHS child support proposals. They reflect the
adjustments HHS has made since the budget subm|SS|on but they are not final yet. Please keep them for
internal purposes only. Thanks. '

cse01_HHS proposals.
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& Eugenia Chough - 11/19/98 08:11:38 AM
Record Type:  Record

To: Cynthia A. Rice/OPD/EOP@EOP

cc: o A
- Subject: Re: Can you gét me 5 year cost numbers on child support pass through and distribution proposals?

If you need #s now, these are best to use, but | am checking with OMB.
Passthru -- $126 million over 5 ($275 in federal match minus $149 in food stamp saviﬁgs).

Distribution -- | assume about $575 million over 5 (yr 1estimate times 5}.

I3



® Eugenia Chough ~ 11/15/99 01:32:07 PM

Record Type: Record

To: Cynthia A. Rice/OPD/ECP@EOCP
cC: andrea kane/opd/eop@eop, J. Eric Gould/OPD/EOP@EOP
bee:

Subject: REVISED CS financing options {;

- attached. |included a broader "child support reform” idea (option 3 under distribution séction) in this

version. The groups would love it but it'd cost alot. There are a few small payfors in the Misc section, and
if we decided it was a priority, Cynthia reminded me that we have the pot of $ for new initiatives.

Child Support Financing

Cynthia A. Rice

Cynthia A. Rice 11/15/99 01:19:36 PM

ol
Record Type: Non-Record

To: Andrea Kane/OPD/EOP@EOP ‘ ’
cc: eugema choughlopd/eop@eop. cynthla a. nce/opd/eop@eop j. eric gould/opd/eop@eop :
bec:

Subject: Re: CS8 fmancmg

me 100

~Andrea Kane

[Andrea.,Kang R

Record Type: ~ Record

To: Eugenia Chough/OPD/EOCP@EOCP

R o ‘cynthia a. rice/opd/eop@eop, |. eric gould/opd/eop@eop

Subject: Re: CS financing [

5on Tues is fine w/ me
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Child Support Fmancmg Optlons
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KEY FACTS: g ; .:ﬂho*’-?
. . 5 mr‘r (U) ¥ A Fﬁ’\:}. w rr e .
e According to March 1996 CPS there were nearly 14 million fam1l1es who w—ére e11g1ble for : ;’/ \
child support. :

e 8.7 million, or 63 percent participated i in IV- D

e OfIV-D cases, 34 percent received TANF, 58 percent received Med1ca1d 44 percent
received Food Stamps, and 36 percent received no assistance.

e 31 percent of IV-D families had family income over $30, 000

e Child support is financed by 4 streams of funding:

1. Collections made on behalf of TANF families are split between state and fed at FMAP

. Federal match for admin at 66 percent, systems at 80 percent and paternity establishment -
at 90 percent

Federal incentive payments

4. Fees and cost-recovery | : | . o | %

NMG@WM@%J

1. DISTRIBUTION OF COLLECTIONS

w o

a. Pass-through and Disreéard

Current law - |
e Collections on behalf of TANF families are shared betwes -stal;@_a_ll(i_fg(_i_gral governments at
FMAP. Welfare reform gave states the option to continue pass through under AFDC, but
cost must comes from state share of collections . -ﬂm ﬁ«v“b "‘..‘;4
e If amounts are disregarded for TANF income eligibility purposes the stat’e_ih;a:re of passz %H?Zaf
through can count toward their TANF MOE. senﬂo 1”
e As o@@ 19 states continued the $50 pass-through, and a few states pass-through '
. highe ounts, Connecticut and Nevada pass-through $100 and $75, and Vermont and
Wlsconmassﬂthrough((under walvers)‘the entire payment. Wisconsin also disregards the

full amount . ey nesd g Wﬂaw"\ Nrss?
s* v\"@%@ TGk §f Ve MLM 54“@ lnd

Problems 4 (oo e
. D1s1ncent1ve for NCPs to pay and custodial parents to cooperate w1th CSE agency.

1y

Option 1: HHS Proposal

e Provide federal matching funds for amounts above state’s current pass-through and disregard
policy, up to a total of $100 per month. For example, if a state currently passing fﬁrough $25 .
increases to $100, the cost of the additional $75 would be split according to FMAP between
state and federal governments. ' o

P«\W*“”‘ Ao o7 f0)rsctan stok fomy L 1194
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eg ﬁjhmmat%\é this proposal
$54 million matching funds less $29 m11110n in Food Stamp

Questlons

e Is-disregard mandatory for federal matching funds‘7 What would optional
e Ifnot disregarded, can it count toward TANF MOE? @{r& &

o FS savings due to increased income in FS eligibility? What about MA? Would we con51der

disregarding, th1s mcome for purposes of FS and A, 100?75 cuneA™ s 2y b tAToe £ aﬂﬁ@-zﬁhw
Heo " o , mm) Means \ll bn 52

Option 2
e Provide federal matchmg funds for an optlonal $50 pass -through (cost shift from states to fed

for those states already doing). Ty}t imeidl - N Lo 2=
e Costs $520 million. NM'M’ e/{‘/‘ﬂ{ ,@’M Mpef fn - ((/ﬁm% Hoj" M’Wﬁ—ﬁvﬁ@/)

disregard

Optlon 3: Bayh
- $75 pass-through and disregard. Cost at@ $520 million.

Option 4: Kohl
"e States can pass-through any amount to TANF families. .
e Disregard is optional. Mandating disregard with pass-through conflicts with state programs —
-.could have unintended consequence of keeping families on TANF longer than necessary, and
thus using up time limits.
¢ States can claim TANF MOE for passed through support whether disregarded or not.

b. Distribution Rules V o o : .
Current Law ' o E . ' /&{OW

Original distribution rules were constructed fo maximize reimburSement to federal and state

governments for welfare payments. There is a complex hleraro]?lry for distribution based on time

of collection, accrual of arrearages, assignment of support ;‘iﬁfs to state, and method of

collection. (See attached table.) Arrears also move from et to.bugket, depending on the fz
9 E status= administratively burdensome for systems and staff R

-~

e For current TANF families, there are 2 c@es_ (oxb ok s)'of arrearages, and states have
the option to passthrough any amountfto the families.

e For former TANF families, there are 5 tk}s of arrearages that state systems have to track
to determine how to apply for collection3td satisfy different categories of arrearages.
Welfare reform changes move away from state reimbursement and toward a family first
policy for TANF leavers. Once current support is paid, former TANF families receive
payments first, except for those payments made through the Tax Offset ¢ t program, t the most
Tucrative enforcement mechanism ($704 million for current and former TANF T rec1p1ents m
1997)
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Option 1: HHS Proposal wb\ﬁ M (“ W on M ( bereos, 2

Simplifies distribution for TANF leavers. States have option of replacing existing rules with

" the following: collections made on behalf of former recipients, whether accrued while on

13

S

Op

TANTF or not, would be paid to the former TANF family first (including payments collected
through Tax Offset program). Two buckets = (1) assigned, which accrue while on TANF -
during current period, and (2) unassrgned which are prev10us arrearages whether accrued
during previous period on TANF or not.

The only collections that would be assigned to the state (and shared between federal and
state) are those accruing while family on TANF. States could either keep or pass- through
{ESIT shardof collections to TANF families. | _

But once families leave TANF those arrears go to them, rather than permanently assigned to -
state.

The sequence of payment depends on whether the famrly is on TANF or not. Money would
not shift from bucket to bucket. ' :

Simplified distribution would cost $115 million a year, assuming a 25 percent take up rate.
$536 mr]hon for full take-up.

tion 2: Marrlyn Smrth

Eliminate the requrrement that TANF families assign to the state arrearages that accrued
before the family went on welfare. Two buckets = (1) assigned, which accrued while on
TANF during any period, and (2) unassigned, which are'any arrears that accrue while famil
was not on TANF. .

Payments collected through the Tax Offset program would go to former TANF families first.
Tax Offset program is primary cause of payment moving from bucket to bucket.

Option 3: Broader reform _ 4 ‘ éﬁgem I
e (o one step further than above proposals and apply family-first policies to both TANF and W““M ’
~ non-TANF families. , B 7
¢ FEliminate all buckets, as current support and arrears Would 20 to families. - M
¢ If every state opted to do this, it could cost more than $1.1 billion per year. - '
. Groups support this approach but costs are main obstacle.
. FMAP Split 5
: N
Current law
Collections on behalf of TANF families are shared between state and federal governments at
FMAP.
Problem

Since FMAP favors states with low per caprta mcome usmg the recrprocal for sphttmg child
* support collections between states and feds means that poorer states like MS keep 20 percent of

coll

ections, while CA and NY retain 50.percent.

- Option ‘
Change from FMAP to an across the board 50/50 spht More equltable and simplified

~ dist

ribution. Increases incentive to choose pass-through/disregard. This would increase overall _



state collections from about $1.13 billion to $1.15 b11110n costmg $200 mllllél [CKrwith
‘OMB] , ) :

2. FEDERAL ADMINISTRATIVE MATCH Ve '

Current Law :
Provide federal matching funds for admm at 66 percent, systems at 80 percent and paternity
estabhshment at 90 percent.

Optlon 1 FY 2000 Proposal
Reduce paternity. establishment match rate from 90 percent to 66 percent to conform w1th the
administrative matching rate. Saves $xx

Option 2

Reduce admin match from 66 percent to 50 percent Saves $500 m11110n (over 5 or 17). States
would cry bloody murder. Could reduce enforcement 1f states don’t make up the dlfference
ultimately. hurting families.

Option 3

| Change admin match from 66 percent to FMAP.. Pros -- Fundlng would address state variation
in population, caseload, poverty. Cons --- Difficult to administer. Would affect different states
differently. Formula fight. Could harm 1nterstate enforcement. Cost estimate?

3. INCENTIVES

Current Law

States receive 6 percent of TANF collections and non- TANF collections. States can receive up
. to 10 percent based on performance in 5 areas specified in HR 3130, with specific amounts for
the capped incentive payment pool, so that final calculatlons for paying incentives is done after
data for every state is submitted.

Problem : e
Unstable fundmg -- states have to compete for a fixed pool of money. States can’t plan their
budgets. T . : : \

Option: HHS Proposal ' " ' \
Remove capped amount in pool and create a maximum incentive as a percentage of each state’s’
collection base (formula based on state’s total TANF collections). :HHS proposes a maximum
incentive of 2 percent of the collection base. Rewards-each state for improvement No costs are

associated with this '
/ V\Stﬂa ? L‘JO\A}{L“ '}' % ' w- L{"jlljt
. —™¢ (\,\W,ﬁ u—f- ,ﬁmé yr« hn ér\/ﬂm/) CM,}m:M‘y
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Current Law e m .
Regs thandatd application fees of up to $25 for non-TANF families. MM the fee))

State cafalso charge fees for late payments, Tax Offset, patermty testing, and a cost récovery
option for other services. :

Option VJ A

Charge a sliding scale, fee as percent of collections. Fee shared between federal and states
50-50. Could save $xx

Pros -- HHS might support, arguing that IV-D currently, in effect, charges TANF families a
100 percent fee. Family-first policies would also i increase collections @\ICPS more likely to
pay). If fees are proportion of collections, agencies have incentive to increase collections

" Cons -- Since CS is not an eligibility program, income thresholds could be admimstratlvely

burdensome and could cost more than revenues generated by fees (could tie to eligibility of
another program). Controversial — seen as tax on kids. Phxlosophlcal opposmon against
charging for legal enforcement activities. How does this prevent fee-paying families from
leaving IV-D system? Private agencies charge anywhere from 1/4 to 1/3 of all collections.-

* They don’t have access to IV-D tools, but are lobbying for them. We justify ownership over -

the tools because we don’t charge fees, But there are also major privacy concerns.

MISC | »

‘Repeal hold harmless guarantee of 1995 level of collections. (In ILP bill)

L7 e ""““—«-\

3 ” e Mot T " 4’ g
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Buckets of Arrearages

Distribution Rules —

Unassigned
Pre-assistance

Assigned
Pre-assistance

Temporarily
assigned
Pre-assistance

Conditionally
assigned*

Permanently
assigned during
assistance

Unassigned during
assistance

Never assigned
post-assistance

Current TANF
families

Collections before
10/01/97
considered -
permanently-
assigned.

If on TANF after
9/30/97, previously
assigned and never

'| assigned become

temporarily
assigned to state.
Temp expires when
family leaves
TANF or 10/01/00
—whicheveris
later. Applies to
collections between
10/01/97 and
10/01/00.

Former TANF: ’
families

Previously T

" assigned arrears
that accrued pre . -
TANF, and that -

exceed the
cumulative
amount of
unreimbursed

assistance when .| ..

family leaves
TANF.

‘| Temporary

becomes. .

“conditional if
_family leaves

TANF on or after
10/01/00, or
whenever the case
closes — whichever

.1s later. - .

Families who leave
welfare before
10/01/00 have
arrears {whether
pre or during)
permanently
assigned, and never

.revert to family,

unlike temporarily. .
assigned. Amount
can’t exceed total
assistance.

Previously
assigned arrears
that accrued during
TANF, and that -
exceed the total
amount of
assistance when
family leaves
TANF.

Collections between
10/01/97 and
9/30/00, apply to
never-assigned and

| go to family first.
-If family goes back

on TANF, these
become temporarily-
assigned.

- Order arrears are paid for former TANF families: once current support is paid, collections, except Tax Offset recoveries, are first paid to the family (never-assigned,
unassigned pre-assistance, and conditionally-assigned), and then to the state (permanently-assigned), with the remainder to the family (unassigned during assistance).

Order arrears are paid for current TANF families: state’s arrearages are paid first, then to the family.

*Conditionally-assigned arrearages recovered through the Tax Offset program can go to the state first. Arrearages recovered through other mechanism would go to the

family first.




Dlstrlbutlon Optlons

Current Law

s

] Marilyn- Smlth

- Current TANF
families .

Pre 10/01/97 families: State gets .
current support while family on .
TANTF, and pre-assistance and durlng
assistance support (except passthru)
perrnanently

‘Post 10/01/97 families: State gets

current support while family-on-
TANTF, during assistance support .
permanently; gnd pre-assistance

temEorarlly until family 1eaves _
TANF.

State gets everything -- current, pte-

- | assistance and during assistance -
support (except passthru) -- until famlly

leaves TANF

State gets current and durlng
assistance support (except passthru).
Family -gets pre-assistance support.

[ Former TANF
families

support permanently

Pre 10/01/97 families: Family gets

current support. State gets pre--
assistance and during assistance

“Post 10/01/97 families:.Familz' gets

current and pre-assistance support,
unless collected thru Tax Offset

program. State gets during assistance

support permanently. -

o collectlons

Family gets .ever}.'thi_ng -= current, pre- -

assistance ‘and during assistance
support, including Tax Offset :

‘Family gets current and pre-

assistance support, including Tax

| Offset collections. State gets during
1. e
) ____ass1stance support.

‘M 4/‘(’&5 S\mﬁii’g/

-- .Current sup[;ort: Amount owed to the family or state for the current month.

Pre- assnstance arrearages: Past due support accumulated prior to the famlly rece1v1ng TANF The maximum amount that a state can .
recelve is the cumulative amount of welfare that the family received. - :

2

-During assistance arrearages: Amounts accumulating on past due support during a period that a family is receiving' TANF.

How aw.j"Ny;S
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ACF-2001/01
K 9399
ADMINI‘;TRATION FOR (,HILDREN AND ) FAMILIES
 FISCAL YEAR 2001 LEGISLATIVE PROPOSAI

New Chlid Suppurt Enforccment 'I cchmque
R equire C}u]d Qupport anorceme t Scrwce-; for Imercem of g;ammg Procceds
Current Law: Federal ldw &ccuon 466(a)(l)(A) of the’ Sncxal Secunty Act, requ:rcs Statcs to.

have in place laws and pract:ces to insure that employers. withhold from an individual’s income ,
amounts payable as support in cases subject to child support cnforcemcm “Incomc™ has been

" broadly defined as any penodlc form of payment due to an mdlvxdual regardless of source,

- incl udmg wages, salancs, commissions, bonuscs, worker 5 compensatlon, disability, payments
_‘pursuant to.a pension or reurcmcnt program, and interest. In addition, section 466(0)(1)(6) '
- requires States 1o intercept or scize periodic or lump-sum paymients from a State or Jocal agency,’
mcludmg unemp]oymcnt compcensation, workers compcensation, and other benefits, as well as
‘intercepting Judgmcnts. settlements, and lotteries, where there js a child support arrearage, in
- order to-sccure assets 10 satisfy any current support obligation and the : arrearage. States roceive
* Federal Financial Participation at the: (:urrcnt matchmg rate-of 66%, for thexr use of thesc
‘ enforcement mcchamsms L

' Erogmgl Broadcn the intent and broadcn the reach of current mcome mtcrcept law to apply lt to

" gambling eamings. Require States, as a condition of receiving Federal funds for Ch:ld Support

Enforcement programs ‘under title IV-D of the Social Sccunty Act, fo have and use laws to
mtercept gaming wmnmgs that are already reponable 10 the IRS (includin dirig, | but not litmiied to,
winnings from casino gambling, horse and dog racing, jai ‘alai, ana'keno), 10 offset child support -
- Brrcars amoums Continue to reimburse States for their expenses at the prevallmg matchmg rate

’ *and make mccntwe paymcmq to them for collecuom in cases mvolvmg garmng wmnmgs

Rat:onale I cderal pohcy, as reﬂccted in current law clcarly seek< to assure that all reasonablc ‘
efforts are made 1o collect suppon from individuals who have outstanding support obhganons io

their children. The proposal is a logical extension of existing slatutory authoritics encouraging

States to capture available funds. ‘The propasal builds on the mechanisms developed to

implement other child ‘support enforcement practices and would assume the sare level of - :
reporting obligation already established in chexal tax Jaw.. Thcreforc, the admlmslrauve 1mpact\ L
. on States would be mmmnzed : :



. RNE

Lps ' <, NUv ug 99y 4:54 No.UUl

. Cost: (in millions):

. We behevc a rclatively conscrvative estimate of net savmgs baﬁed on a number of analytical
* factors, would be as follows:

2001 2002 - 2003 2004 2005

P.03%

- Administration of gaming _ } S S .
" offset (Nationwide) BRI ¢ 3 t3)) (31) 31
Collectjons resulting L o C ‘ _
, from offset  $41 $41 . $41 .. %41 $41
Net savings : - %38 ' $40 . $40 $40. $40

‘ -lj-, .
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ACF-2001/02 -

ADMINISTRATION FOR CIILDREN AND FAMILIES
FISCAL YEAR 2001 LEGISLATIVE PROPOSAL

Optiona} $100 Pass»«’l’hroughll)isregard'

Provxde Fg cral M tchmg for State Pas:s-through and Disre ayments.

- Current [,aw Ch)ld Support collecuom on behalf of families rcccwmg public assxstanoe are
shared between the State and Federal governments at the Federal Medical Assistance Percentage
('MAP). States under section 457 of the Social Security Act (the Act) can pass~through to the

" family an amount up 1o the State's share of the current support collected for a family receiving
assistance. The F edcral govemment does not share in the cost of the pass-lhrough.

Proposal: Provide Federal matchmg funds fm amounts abovc a State's cum:nt pass-through and
disregard policy, up to a mtal of $100 a month

. Rationale: This proposal cncourages State’s 1o provide additional child support collected to the
family thereby enhancing the family's potential for achieving self-sufficiency while also creating
incentives for non-custodial parents to pay support and custodial parents to cooperate in securing '

‘support. The Federal government's sharing in the costs reflects the continued commitmentto

.welfare rcform and improving the lives of children and families.' One of the consistent comments
and suggestions received about the Child Support Enforcement program is the need 1o provxde

* more of the support collected on behalf of !‘amlhcs to the famthes

Cost: $54 million minus $29 million Food Stamp savings = net Federal cost $25 million a year .
(342 million a year cost to States w/additional $96 million to families).

-12-



LU : NUV U8 YY 4:54 No.UUL P.OS

ACF-2001/03
'9/13/99

' ADMINISTRATION FOR CHILDREN AND FAMILIES
FISCAL YEAR 200] LEGISLATIVE PROPOSAL

Ch:id Support D;stnbutmn

P[O\'lde Sta the Option to Follow Sxmp_h!’ ed Child Sugggg stmbutlon Rules that Bencﬁt
: Eﬁamzhes ¥ ormg,r_lx Recg!vmg !Mclfarg

' _,C;grrcnl Law: Section 457 of the Social Security Act provides rules that States must follow in
distributing child support collections. These rules were originally constructed to provide
maximum reimbursement to the Federal and State governments for welfarc payments. Changes
were made under the Personal Responsibility and Work Opportunity Reconciliation Act to move
toward a "Family First" policy - that is a policy that moves away from welfare reimbursement to
family self-sufficicncy. The rules establish a complex hicrarchy for distributing collections in
former assistance cases which is determined by the timing of collection, accrual of anvearages,
and assignment of suppon rights to the State, as well as the mcthod of collection.

Proposal: Prowde Statcs the option of di s.rcgardmg existing distribution rules in favor ofa -
distribution scheme that increases the benefits to families that have left welfire and is umpler for
States to administer. Under the option, collections received on behalf of families rcceiving

- TANF benefits would be distributed to the Federal and State governments as reimbursement of -
assistance paid to the family, as under current law: States could continue to keep or pass through
to families the State share of retained collections. Collections made on behalf of families who no
longer receive assistance would be paid to the famxly

Rationale: Exxstmg rulcs fcxr dismbutmg collcctlons arc very complex to understand implemem
“and automate. Distribution requirements for former assistance families depend on a number of
- factors: when rights to support were assigned to the State as a condition of receipt of assistance;
when the support debt accrued; and the method of collection. These variations result in 5
. categories (or “buckets™) of arrearages that State systems must track to determine how 10 apply
collections to satisfy different categories of arrearages. A further complication is that arrearages .
can move back and forth between categories over time and family circumstances, Portions of
‘the collection may be owed to the family while other portions must be retained by the State.

- In addition, with the large number of families leaving public assistance, it is more important than
*ever to maximize child support paid to thosc familics. Much of the collections (including those
made through Federal income tax rgfund offset) made on behalf of former assistance familjes fall
outside the "Family First" policy. Allowing States to opt for the simplified distribution scheme
will increase child support that is paid to families lcaving welfare who are overwhelmingly low

13
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income working families and provide State flexibility to reduce administrative burden associated

with current distribution. Preserving the option to-continue existing policy will also protect
those Stafes that may notbe ina posmon to forego the State revenue associated with these
‘collcctmnb -

Coc.t Simplifi ed dnmbution $£92 mnlhon a ycar ($88 million a year cost 10 State w/addnmnal
$200 million to famxhes)

-
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" PAMILY SUPPORT ADMINISTRATION
FIBLAL YBAR 2001 I EGISLA.TIVE 'PROPOSAL ,

l

Imrease Qtates Ahzht} to Budﬂet A

'W The Federal govumxem pays 66 percem of Statcs administrative.costs for
op¢rating an approved litje IV-D Child Support Enforcement Program Federal Financial
Participatiop (FFP) is availablc to States, regardless of their efficiency, for all allowable IV-D
costs for both TANF Families and non-TANF portions of the program. In uddition, incentive
- payments of at Jeast six percent of child SUpport collections were available to all States, based on

P.07-

vy

their cost-effectiveness. HR 3130 created a new inoentive system based on results in five atcas:

paternity establighment, cstablishment of support orders, collections on crrant support due.
collections on past child support duc (arrears), and cost eﬁ'ecuvmss ‘

Bosauss it was m;:omnt that this nevw mcentwe system be cost namral the statute contamed
specific amounts for the incentive payment pool for each fiscal year from FY 2000 to FY 2008,
with CPI adjusunents after that. Cost neutrality is guarantsed by dxetnbutmg State incentives

: pmporﬂonatcly in awoxdmcc with thc swmtory formula

M‘ Rcmove natmnal cqppcd amount and eetabhsh a mamnwm mcenuve as a percentage

" of each State's "collaction base", The collectlon base is defined in cutrent law as 8. formule based

~ on each State's actual collection on behalf of Temporary Assistance o Needy Families (TANF),
former TANF and non-TANP cases. Wewould propose a magimum incentive of 2 percent of
., (e colloction base for Fiscal Years 2001 through 2005. While still maintﬁiﬁing BAGHE] oosts,
' this maximum inpentive will allow mdmdual States'tn esumate uwannves based on their

E perfomanoe and actuai oollecuom

- B&Ima!s: This proposal correets sev eml unmtended Consequences: of pmponianally dmdmg

- the incentive moniey between the States in order (0 be cost neutral. - The major problem States
eocounter is the inability to “budgot" the ostimated amount of the incentive. Incentives are used
by States to help fund the CSE program, Itis essential thar they be able to fomast thc amount of
funds their legxslaum will need to appmpnatc to operate the prugmm

4

- Under current law, finel calcu!smons for di smbunng incentivc money cen Cme be done’ aﬁcr all
- performance data for every State huve: been submitted, States cannot know at the beginmng of a
- year what proportion of the incentive their performance. would achieve because it will be based

“on the performance of other. States. A Stare that pcrtorms wcll could ncvmheless lose incentive

-
:-"{
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moncy lfother Smtcs improve their pcrformanee even more.

- i’rhc intent of the incentives is to stxmulaxe preferred activities and oncourage Stares 1o im.ieasc o
the amourit of gervices being providad te families, This alteration to the incentive methodology
would efiminate the competition between the Statcs for 6 fixed pool of money. States would be

- able to improve their programs and be eligible for a maxjnum incentive based on their own
. collccuons smulnr to the way umennvcs were cs.loulated pnor to HR. 3 130

‘1:?.' - . '» R
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ADMINISTRATION FOR CHILDREN AND FAMILIES
~ FISCAL YEAR 2001 LEGISLATIVE PROPOSAL

Funding for FPLS and Child Suppon TA

Provide a Stablc Level of Funding for the Federal Parent Locator Service, fbr 'I‘eghmggl
Assistance to the St atcs, and for Resedrch & Demonstration Eg 0j g;g

Current Law: Support for thc operauon of the Federal Parent Locator Servxce is available to the
Office of Child Support Enforcement according to a formula based on two percent of the federal
share of arrearages collected by States from non-custodial parents whose children had benefited
from public assistance.  Support for information disscmination and technical assistance to States,
training, staffi ing studies, rescarch and demonstration and other special projects needed to
improve the Child Support Enforcement Program is available under a formula prowdmg one

’ pcrcent of such collecuons

Proposal: Provide a stable level of appropriation for these critical purposes by freezing at the
level calculated for FY 1997 according to scctions 453(0) and 452(j) of the Act

Rationalc: Under existing statutory language the funds used for these cnucal ‘putposes fluctuate

. each year as a result of such factors as the continued success of PRWORA and resultant declines
in the TANF caseload and changes in State child support collection practices. Constant and
prediciable sums are needed for Jong range planning and for adequate funding of the functions
provided for by law and, in the case of operating costs for the FPLS, to avoid increases in the fees
charged to States. In addition, the legislative proposals contained in this package supporting™
increased flow of collections directly to fam:l:es would czgmﬁcamty dccrease the funds avatlablc

- forthese key activities.-

Cost: FY 2001 $1M
© FY 2002 $1M
FY 2003 0 - o 4 ‘ S
FY 2004 0 o - : , o
FY2005 0 -

s
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

‘December 7, 1999

MEMORANDUM FOR SECRETARY SUMMERS

FROM: | NEAL S. WOLINM |
‘ ' GENERAL COUNSELC) .‘Z
Ny GARY GENSLER \ D"
- . UNDER SECRETARY DOMESTIC FINANCE

DONALD V. HAWONW

- FISCAL ASSISTANT SECRETARY

SUBJECT: Child Support Collection
O;re;y_xew

This memorandum provides information on Lhe Department of the Treasury's role in collecting -
delmquem child support, outlines stamtory limitations that affect child support collection -
efforts, and identifies ideas for increasing collections.

Since enactment of Title IV-D of the Social Security Act in 1975, child support enforcement:
has been a cooperative Federal-State effort. The primary responsibility for establishing and
enforcing suppor orders lies with State and local agencies, with the Federal government
providing funding for two-thirds of the administrative costs of operating. child support
enforcement programs. In addition to providing funding, the Department of Health and
Human Services (HHS), the Department of the Treasury and the Department of Justice play
key roles in assisting States with child support enforcement. HHS is responsible for the _
overall management of the child support enforcement program under Title JV-D. Among other
things. it assists States in locating and collecting from delinquent parents, with the aid of data
from the Internal Revenue Service. Justice prosecutes certain interstate child support
violations. Treasury's primary role is through the Treasury Offset Program (TOP), which

~ allows it to collect delinquent debt by offsemng certain federal payments to delinquent debtors.
Currently, Federal, State, and local governments together collect approximately $14 4 billion
in delinquent child support each year, of which Treasury's Financial Management Service
(FMS) collect§ approximately 31.3 billion through TOP. This memorandum addresses the
current federal programs in which Treasury is involved and identifies possible changes n those
areas to increase collecuons .

For discussion purpoSes, the options presented here are unfiltered. Cbnsulmtion with the other
agencies involved, further policy analysis, evaluation of system changes to automated debt



12/10/98 11:09 o9 202 622 2832 . GENERAL COUNSEL -»-- DPC 1 doo3

collection systems, and consmeratxon of legislative feas:bmty and our programirmatic priorities -

~ would be necessary hefore advancing some of them. In addmon while these changes are
important, they are not likely to change the order of magnitude of Treasury collections. If you

~ would like us to explore more substantial structural changes with HHS, we will do so. There -
also may be steps the IRS could take to aid chxld support collecuon, and you may wish to
dlrect exploration of such measures. : :

Bﬁckgrou'ud

Since 1982 the Dcpanmcm of the Treasury has collected over $9.5 billion in past-due child
support with almost $2.5 billion collected in the last two years- through tax refund offset. In
1981, Congress authorized Treasury to offset an absent parent’s Federal tax refund to collect
delinquent child support on behalf of children whose custodial parents received Aid to Families
with Dependent Children (AFDC, now TANF). In 1984, Congress extended the use of tax
refund offser 1o the collecnon of past-due support in non- AFDC cases.

Tbe Debt Collecnon Improvement Act of 1996 (DCIA) authomed Treasury to offset non-tax
Federal payments other than Federal benefit payments to collect past-due child support. Under
FMS’ current system, federal retirement payments and vendor payments are offset. In the next.
few years, federal salary payments will be added. On September 28, 1996, President Clinton
issued Executive Order 13019, “Supporting Famiilies: Collecting Delinquent Child Support

" Obligations," directing Treasury to establish procedures to collect past-due chiid support by
offsetting eligible Federal non-tax payments. This Executive Order also established a policy of
barring delinquent child support obligors from obtaining Federal loans and directed the
Deparunent of Justice to establish guidelines to ensure that agencies comply with due process
in dcnymg Federal loans on this bcms ‘ : «

" TOP. operated by FMS, is an autom_ated system that matches payments disbursed by FMS
aganst a dalabase of delinquent debtors. If a maich occurs, the payment is offset to collect the
debt. Effective January 1999, FMS and IRS merged the Tax Refund Offset Program (which
had been operated by IRS) into TOP, thus creating a single system for the offset of all
Treasury -disbursed payments.

" Pursuant to Executive Order 13019, FMS published regulations governing the offset of both
tax refund payments and eligible non-tax Federal payments to collect past-due child support.
These regulations establish procedures for submitting debts to Treasury for collection by
offset. Additionally, FMS plans to develop an automated process for Federal agencies 10 ‘
access FMS' database of delinquent debtors to identify delinquent child suppor1 obligors for the
purpose of denymg them Federal loans, in compliance with Executwe Order 13019.
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Overﬁew of Child Support Collec‘t‘;g. n Efforts

States refer past-due child support debts to TOP through the Department of Health and Human
Services' Office of Child Support Enforcement (OCSE). Child support debts referred to TOP -
include debts that have been assigned to.a State (as a result of the custodial parent receiving
TANF) and those being collected by the State on behalf of the custodial parent. States must
submit past-due child support debts to Treasury for collection by tax refund offset in order to
receive Federal funding for State child support enforcement programs. However, States
currently ‘are not reguired to submit such debts to Treasury for collection by offset from non-
tax payments, and Treasury cannot make such offsets without State authorization. States have
referred debts totaling $46.57 billion to Treasury for collection from tax refund payments.-
Thirry-one States, one territory and the District of Columbia also have referred child support
debts totaling $9.25 billion for collection from Federal nan-tax payments. FMS is encouraging
OCSE more vigorously to educate States on the benefits of the program, encourage their
participation, resolve sysiem and programmatic issues, and remove any other barriers to the
success of the program. On the basis of discussions with OCSE, we anticipate receiving
approximately 1.7 million additional child support debts totalmg approximately $1-billion for
calendar year 2000. (Possible measures further to increase State referrals for collection from
Federal non-tax payments are discussed below.)

So far this year Treasury has collected approximately $1.3 billion in past-due. child:sﬁppor‘t.
Collecrions from tax refund payments are approximately $176 million ahead of collections for
the same period last year-and $197 million ahead of collections for the same period in 1997.
Child support collections from non-tax payments have also increased. Since offsets began-in
June 1997, Treasury has collecied $1.4 million from non-1ax payments, with 31 million
collected in fiscal year 1999. The ratio of child support collections to volumc of debt referred
is higher for tax refund payments than for non-tax payments for at least three reasons. First,
approximately 91 million rax refund payments per year are matched against child support
debts, while only approximately 30 mllhon non-tax payrnents are matched against such debts.
Second, while tax refunds may be offset in their entircty, there are restrictions on the
percentage of ceriain non-tax payments that may be offset. For example, only 25% of Federal
retirement payments are currently being offset.’ Thus, the average offset amount for a tax
refund offset is $1,000, while the: average 'offset amount for a non-tax offset is $210; Third,
federal retirement payments are the principal type of non-tax payment subject to offset. The
age and long-term employment history of federal retirees may account for this population
including relatively few delinquent child support obligors and thus relatively few matches.

Treasury, along with the Justice and HHS. participates in an interagency task force headed by
the Domestic Policy Council to address child support enforcement issues. The Office of Tax
Policy. the Office of the Fiscal Assistant Secretary, and FMS participated in a discussion with
the task force on the disciosure of tax information to private contractors engaged by States 10
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administer the tax refund offset program. Currently, many States use contractors to administer
the tax refund offsetr program and disclose tax information to them in that context. This
practice may raise issues under § 6103 of the Internal Revenue Code, and HHS and IRS are
working to resolve this question. : _

Statutory Limitations on Child Su i Potential Legislative Solutions
Payments subject to offsét

As noted, under the DCIA, FMS may offset only certain types of Federal non-tax payments to
collect child support. Currently, the DCIA does-not allow the offset of Federal benefit .
_payments such as Social Security, Black Lung, and Railroad Retirement to collect child
support, even though the law permits offset of these benefit payments to collect debt owed the
Federal government, to the extent the benefit payment exceeds $750 per month. Legislation
supported by the Administration, known as the “Government Waste, Fraud and Error
Reduction Act of 1999,” which passed the House on February 24, 1999 and is pending 1 in the
Senate, would permit the offset of these benefit payments to collect past due child support,

with the same $750 threshold applicable to the collection of Federal debts. FMS estimates that
child support collections could increase significantly by offserting Social Security and other
benefit payments. Veterans' benefits cannot be offset for either the collection of child support
or the collection of debts owed to the Federal govemment and is another area that could be
explorcd for a possible legislative initiative, : : :

- Federal distribution requirements/Fees . ‘ ,

States cite the need 10 make computer programming Changes to comply with Federal laws
. governing the distribution of child support collecrions as the primary reason for not

participating in the offset of Federal non-tax payments. Under Federal law, States must retain
child support collections from Federal tax refund payments as reimbursement for State
assistance paid 10 the custodial parent before such collections are distributed to the family
receiving the child support. In comtrast, collections from non-tax payments must be distributed

first to the family. Currently, many States’ computer systems are programmed so that all
collections received from the Department of the Treasury through OCSE are recognized as
collections from Federal tax refund payments. These States must re-program their computers
1o distinguish Treasury tax refund payment collections from Treasury non-tax payment
collections. Treasury and HHS can encourage more States to make the necessary changes.
Rcspccung legislative options, FMS believes that the most effective legislative approach is to

~make it more worthwhile for the States to participate in offset of federal non-tax payments by
making additional benefit payments subject to offset, as discussed above. Other options
include changing the complex distribution laws (which would force States to make other
programming changes) or requiring States, as a condition of Federal funding, to submit child
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support debts for collection from non-tax federal payments.

States have also pressed concerns regarding fees associated with the offset of recurring
payments such as federal retirement benefits, Under current law, States may not pass on those *
fees to the delinquent obligor. Legxslanon permirting States to add the costs of the offset to the
delinquent debt would alleviate this problem,

Federal employees' current child support obligations

' While TOP offers a centralized system to collect past-due child support from Federal salaries
through offset, TOP cannot be used to collect current child support. To collect current child
support from the wages of a Federal employee, States must locate and serve a gamishment

_order on the agency that employs the delinquent parent. Eliminating the requirement of a court
order and providing a centralized point to which States could submit child support debts 10
collect current as well as past-due child support from Federal employees could improve child
support collections from Federal employees. Legislation would be required to allow federal
salary payments to be administratively offset to collect current support without a garnishment
order. Addirionally, this could entail significant system and process changes for FMS, OSCE,
and the States. '

R

Priority of debis

The Internal Revenue Code establishes the priorities for collections from Federal tax refunds
when an individual owes more than one debt. The Internal Revenue Service first reduces a tax
refund by any dclmquem taxes owed by the taxpayer. For the remaining portion of a tax
refund, child support debts assigned to a State have the highest priority. followed by non-tax
debts owed to the Federal government, followed by child support debts not assigned to a State.
Thus, for tax refunds, a debt owed to the Federal government is collected before a non-
‘assigned child support debt. By regulation, the same priority applies to the offset of non-tax
payments, a policy choice dictated by the fact that both rypes of payments are processed
through TOP. FMS supports changes in priorities for both tax and non-tax payments which
would place non-assigned child support debts ahead of non-tax debts owed to the Federal V
government. These changes would require an amendment to the Internal Revenue Code for tax
refund paymenis, a corres;mndmg regulatory change for non-tax payments and system
changes to TOP,
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Summary of Possible Measures

The following summarizes measures that could be taken to increase child support collections.

This list does not necessarily advocate all of these measures. Discussion with the other agencies -
involved and further analysis of the measures’ feasibility and impact on FMS' debt collection
systems, priorities and resources would be necessary before advocating some of these measures.

Measures that do ncit,;' uire legislation 4 - o .
Oﬁ&et progrant:

» With HHS, encourage additiona] States to submlt pastAdue c!nld support debts to Treasury
" for collection by offset from non-tax payrnents : '

U

/r%

¥ ° By HHS regu] ation, require States as-a condltlon of fcderal funding to submit past-due chxld g,w
support debts to Treasury for collection by offset from non-tax payrnems (already required to W’ﬂ

submit such debts for offset from tax paymems) HHS comvn <«

Goimsleadt plus uﬂ’gw{/\ ﬁéﬁ'ﬂ«wf ?m“
» Change the priorities for collections from non-tax payments 1o givé child support dcbts that

&/ have not been asszgned to a State pnomy over non-tax debts owed to the federal government [
(for programming reasons, preferably in conjunction with the legislative change to the

priorties for collections from tgx pamepts. listed below) ,'7..; b/(/fa‘ftrhbikj/ M ;

%

* Increase to 50% from 25% the portion of federal retirement payments subject to offset
' (current law allows this change, which FMS has urged OPM to make) ?}

» Add federal salary payments to those subject to offset V
Loan denials:

» Develop an aulomated process for Federal agencies to access FMS’ database of delinquent
debtors 1o identify delinquent chlld suppon obhgors for the purpose of denymg them federal

loans L - TS
- Colleciton from Jederal emplovees ' wages: - o ’ : '
Jrom f p £ . a: ot LrDoD
"« Esiablisha cemmhzed point to whxch Siales could submn gamishment orders in order to | {H* w¢
collect current child support from the wages ofa Federal employee ' -crp o
. ) . .———/———"—.‘

Measures that require Jegislation

Offser program: o ‘ , o ; /
-+ Harmonize the federal laws governing the distribution of collections from Federal tax rcfund \'{\9(';??

payments and from non-tax payments, so that Statcs need not establish dxfferem computer
programs for the different offsets
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N\ Ml spp o
C ollecnorz from Sfederal emplovees wages : V

* °

Collection by means or}zer than offset:

~ legislation does not allow offset from the first $750 of the payment.and could be amended to

 reduce or eliminate that threshold. ~9 HMBepnenn. ’MWW

~ Permit offset of Veterans benefits to collect child support

- Change the priprities for collections from tax payments to give child support debts that havcj

Authorize the IRS to disclose tax information to ;,;)rivate contractors engaged by States to
administer the tax refund offset program (HHS believes current authority exists; IRS bchevcs

addltmnal statutory authority 18 needed
Y auhonty ’ Bt o s

Peﬁnit offset di Soc1al Secunty, élack Lung and Railrodd Retirement to collect child 7
support, as provi on supported by the Administration (the Government Waste, |

Fraud and Error Reduction Act of 1999, which passed the House in February 1999). That -

not been assigned to a State priority over non-tax debts owed to the federal-government

AP b ,
Permit States to add the costs of of‘f‘set to delinquent debt 2 M WVMM J" %

Allow federal salary payments to be administratively offset to col]ect current child support
without a garmshmem order : _%\.M oM ot Trsrdwnm ’p FSA

¥

C urrently, passpons are denied to delmquem child support obligors. Additional similar

sanctions could be explored. k [,}:5
e Y

)\§W\L§1&°
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Current Population Reports
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Consumer lncome

Chlld Support for Custodial

Mothers and Fathers' 1995

CENSUS BUREAU

“This report presents data on par-

ents who have custody of children
whose other parent is absent from
the home. it focuses on the child

support income that custodial par-
ents with current awards received,
and other provisions of awards,
such as visitation rights, joint
custody, and health insurance.

Nearly 3 out of every 10
children live with only one of
their parents.

in spring 1996, 22. 8le| lion chil-
dren under 21 years of age lived
with 13.7 million custodial parents

. while thelr other parent fived else-
- where. These children comprised

about 28 percent of all children un-
der 21 years old living in families.

These chlldren usually Iive
with thelr mother.

About 11.6 million or 85 percent of ’

the. 13.7 million custodial parents
wera women (see Table 1). Even
though women make up the vast
majonty of custodial parents, 2.1

I - million men were custodlai parents
. (15 percent)

Many custodial parents (and
their families) are poor.

About 30 percent (4.2 million) of
custodial parents whose children’s

! other parent was absent from the
"~ home had family incomes below -

By Lydia Sooon«Rogcrs
Pt 190
1999

Issucd March

the poverly thfeshold—compared
with 16 percent of alf parents. The
poverty rate for custodial mothers

~ (33 percent or 3.9 million) was more

than twice as high as that for custo-

* dial fathers (14 percent or 0.3 mil-

lion), as shown in Figure 1.

" Custodial mothers are more

likely to recelve chiid sup&
awards than custodial fathers.
In spring 1996, 58 percent or 8.0 mil-
lion of the 13.7 million custodial par-
ents had child support awards.
Award rates were 61 percent for
mothers and 40 percent for fathers.

Most custodiat parents with
awards have a legal agreement
entered through a court,

" government agency, or other
, legalbody. -

About 7.3 million of the custodial
parents with awards (92 percent of |
the 8.0 million) had a legal agree-
ment established by a court or

'met"

Poverty Stétus;of Custodial
Parents, by Gender: 1995 .

.IMnmmww
.l&mwmmm

Base: 13.7 milkan peopie with children from absent pareats (custodial
rents), 11.6 milloa custodial mothers, and 2.1 miflion custodial fathers.
gmoe Apti 1996 Cumm Popautation survey U.S. Bureau of the Census.

Economics and Statistics Administration

U.S. Department of Commerce
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o ' - ‘ R “ other gdvemment entity in 1996.

Figure 2. K Another 0.7 million custodial par-
g Award of Child Support Payments ~|. < ents had some other, nonlegal
(As of spring 1996) - . ' 4 ' agreement or understanding.'
‘ - ‘ ' ﬁ . The remaining 5.8 million custodial

parents (42 percent of all custodial
~parents) and their 9.2 million cus-
" todial children had no awards of
financial support from the
“children’s other parent'in 1995
~ (see Figure 2}, ‘

Not awarded

. 2.0 Awardedang’ [§ Custodial mothers are more
| i ~geiniss’ . likely to receive payments due.

. About 7.0 million (87 percent) of

the 8.0 million custodial parents

awarded child support by spring

1996 were supposed to have re-

ceived child support payments in

1 1995. Of the 6.2 million women

' due payments, 70 percent’

_ received at least a portion of

' the amount they were owed. /
The corresponding rate for the

| v ) . 700,000 men due payments was

P 5 - 57 percent.? . ’

Figure 3, . . .

P%verty ‘Status of Custodial Parents, by Chlld o Whep men and women

Support Award Status: 1995 - receive child support, they

(Numbers in thousands) E Above poverty - . . receive about the same

T . i Belowpovety - - |: amount. ~

i Awerded chidsupport | R 1 Women who received at leasta
P payments! P ' , portion of the child support income
Received Did not recely tod i that was owed received an aver-
payments ° N?‘Wpayngnﬂg " age of $3,767 in 1995, The aver-
B Sl age amount men received was not
A7 o T . statistically different, $3,370.
Nonetheless, mothers receiving
. child support have much lower
total incomes than fathers
receiving child support.

~'In 1995, custodial mothers who re-
. ceived child support that was due

- had total individual incomes of

about three-fourths the amount of

custodial fathers receiving child -

support ($21,829 compared with

- $30,030). On average, these
support payments constituted

‘Awardod and
not due in 1995
7.3%

Basa: 13.7 milllon people with children from absent parents {custodial parents).
Source: April 1396 Current Population Survey, U.S. Bureau of the Census.

A A . BAIE o i T

b $

—ant .

: : , . " 'Anonlegal agreement is any written or ver-
- ! Exciudes a small number who wore awarded paymams but ware not : : bal agreement or understanding that was

supposed 10 receive them in 1985, : never approved or ordered by a court or gov-

Source: April 1996 Current Population Survey, U.S. Bureau of the Gensus. . ) T erament agency. -
N : ' “*Detalls may not add to totals because of
rounding. .

(1.5, Census Bureau March 1999
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17 percent of the women's income
and only 11 percent of the men's.

Differences in a labor force partici-
pation and earnings contribute to
women's lower income. Approxi-
mately 82 percent of custodial
mothers receiving child suppori
worked, statistically the same as
87 percent of their male counter-
parts. However, only 51 percent of
custodial mothers receiving. child
support worked year-round, full-
time, compared with 72 percent for
custodial fathers. Even for those
mothers and fathers who worked
year-round, full-time, the average
income of custodial mothers was

- lower. The average income of cus-

todial mothers with child support
incoms that worked year~round
fulltime was $29,672 in 1995,
compared with $36,834 for custo-
dial fathers.

Custaodial parents who do
not receive child support
due have a relatively high
poverty rate. .

About 32 percent of custodial par-
ents with awards that did not re-
ceive any. child support due them
in 1995 were poor. The percent-
age of custodial parents without an
award that were poor was statisti-
cally the same, 36 percent.- In con-
trast, about 22 percent of custodial
parents recaiving some or all of the
child support cwed were poor (see

~ Figure 3).

About $17.8 billion (63 percent) of
the $28.3 billion in child support
owed in' 1995 was actually paid—
$10.5 billion less than the amount
due. Nearly all of the money paid

~went to custodial mothers ($16.4 .
. billion). Similarly, almost all of the
. child support due that was not paid

was owed to custodial mothers
($9 3 billion).

. 3(:t.'stodial parents receiving child support

without current awards may be those with

. awards for children past the age of eligibility

for payments, those with awards officially
starting after 1995, or those with no awards

- {no legal or nonlegal awards} at all.

- Another $2 5 billion was recewed

_ child support payment rates.

- owed child support in 1995 were .
.more ltkety to have rnade pay- -

'Many chlid support awards

.. About 3.3 million noncustodial par-
‘ents provided health insurance to
. children living with their custodial

. parents was from 400,000 noncus-

_reasons why.

support award. The two most

: Figure 4. ' :

Child Support Payment Status’ N
of Noncustodial Parents With -
and Without Visitation or JoInt
Custody 1995

in 1995 by some custodial parents
without current awards® In total,
$20.3 billion in child support was
received in 1995, -

Vlsltatlon and joint custody * With Vi Y
are assoclated’ with higher' : th Visitation or Joint Custody_

‘Paid
no chid
Abaout 10.6.million (77 percent) of 4%
the 13.7 million parents who were
not living with their children (non-
custodial parents) had joint cus-
tody and/or visitation provisions for
contact with their children. The 7.0
million noncustodial parents who

Base: 6.0 million
- noncustodial parsnts,

ments if they had either joint cus-
tody or visitation rights—74 per-
cent with such provisions made.
payments compared with 35 per-
cent without xhem {see Figure 4).

. 'Without Visitation or Joint Custody .

- Pad

R

include health care insurance.

i Base: 0.9 miliion

i noncustodial parents.
parents. Of that number, 1.8 mil- ' '
lion noncustodial parents did so as
required in a child support agree-
ment.. Another 200,000 noncusto-
dial parents supplied health insur-
ance even when the agreement
stipulated that it was the custodial
parent’s responsibility. '

Source: Aprii 1996 Current Population
Survey, U.S. Bureau of the Census.

1 Details may not add to 1otal because o! mundinq

b s < [DANRRRTRRRRE *, - -

‘common reasons stated by custo- :
- dial parents with no child support
award ware: that they did not feel
the need to have a legat agree-
ment and that the child’s other par-
“ent could not afford to pay {about
1.8 million custodial parents identi-
_ fied with each reason). The two
most common reasons stated by
“custodial parents with a-nonlegal
award were: that they did not feel
the need to have a legal agree-
ment and that the child’s other par-
ent provides what he/she can
(about 300,000 parents identified
with each reason). -

Most requests for govemmmt
assistance are to collect from
or establish a legal agreement.

About 5.9 million custodial parents
made 13.0 miliion contacts to a
chuld support enforcement office

The remaining health insurance ‘
coverage provided by noncustodial

todial parents where the child .
support agreement did not have
a health benefits requirement for
either parent, and from another
900,000 noncustodial parents’
where no child support award
existed. : .

Cuétodiai parents without
legai awards had common

Those custodial parents with no
child support award and those with
a nonlegal award were asked why
they did not have a.legal-child

ULS. Consus Bureau  March 1999
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(“IV-D-office”}, depariment of sogigl

“services, or other government

agency for assistance. The most
common reasons for the contacts
were to collect child support due (3.4
milion contacts), to establish a legal
agreement (3.1 million contacts),

to receive Aid to Families with

Dependent Chikiren or Medicaid (2.4
“million contacts), or to locate the -

other parent (1.6 milion contacts)..

Focusing on the most prevalent

group of custodial parents —
custodial mothers — reveals
that the likelihood of custodial
mothers receiving some or all
the child support due them
varies across socloeconomic

groups.

Foverty status: Of poor women due ,
¢hild support payments in 1995, 62

percent actually received payments. -

The receipt rate for nonpoor women
due payments was 73 percent.
Race and Hispanic ongin: The
percentage of White women who
received child support payments that
were due them was 73 peroert,
compared with 59 percent for Black
women. About 58 percentof .
Hispanic women received some.or
all child suppart owed to them.* '
Age: Women ages 30 and over were
more likely to receive child support
payments owed them (71 perosnt)
than women uMer age 30 (65 -
percent).

. Marital status: Of women due chtki

support, the percentage of never-
payments in 1995 was 56 percent,
compared with 73 percent for ever-
married women, :

Educational atainment: Women

§ - with at least a bachelor's degree

waere more likely to receive the child
support due them (79 percent) than

- *The difference betwsen the percentages ot

Blacks and Hispanics receiving child support
owed was not statistically significant, How--
ever, because Hispanics may be of any race.
readers should use caution in comparing

data for Hispanics with data for race groups. -

women with less’ educaucn (68

_percent)..
" About the survey. ‘Data are -

from the 1994 and 1996 April
supplements to the Current
Population Survey (CPS). The

" April supplement is conducted by

the Bureau of the Census and”.

.sponsored, in part, by the Office of ~
- Child Support Enforcement of the
" Department of Health and Human

Services. Changes to the April
1994 and 1996 questionnaires
mean that many of these recent
data are not comparable to data

. ‘from the April 1992 CPS and
~ earlier supplements (see “NOTE"

at the beginning of the repcrt for
more detail).

Accuracy of the estimates. Al
survey data are subject to
sampling variability as well as
survey design flaws, respondent
classification errors, and data

" processing mistakes. The Census

Bureau has taken steps to
minimize errors, and analytical
statements have been tested
and meet statistical standards.

"However, because of (
_ methodological differences, use

caution when comparing these
data with data from other sources.
In addition, between April 1994

- and 1996, a new, 1990 census-

based sample design was phased
in, and the entire CPS sample was

K reduced
- Contact Andy Zb:kowsk:

Demographic Statistical Methods
Division, at 301-457-4214, or via
E-mail at azbikows@census.gov
for information on the source of
the data and the accuracy of
estimates, mcludnng the use and
computation of standard errors.

More information. Detailed
tables are available via the
internet at: ' www.census.gov/

- hhes/www/chidsupt.html.
-For additional questions or

comments, contact staff at
301-457-3242.

U.S. Centus Bursat:  March 1999
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* Table 1. : '
Chiid Suppon Payments Agreed to or Awarded Cu stodial Parents :
(Numbers in thousands. Parents living with own ‘children under 21 years of age whose other. )
'parent is absant from !he home Amounts in dotlars) ) ]
, . Cnild support _greed 16 or awarded .
Supgosed o recaive cmm suppon paxrnents in 1995 3
Recelved payments " Received no Chifd support
’ n 1995 . - " payments in 1995 not awarded
"L s ) S P Aver- Avar-
: - Aver-i- age : : age. : Average
age .. total o " total ' - total
o ) o SR child  money - money ‘money
Characteristic. Lo Number Number Number Number suppon income Number income Number income
ALL CUSTODlAL PARENTS - _ K R . ‘
Total - .- .. 13739 7967 6966 4760 83732 $22,543 2,198 ‘$17.398 5772 $18,927
- . Standard efror : . 287 2227 208, - 173 - $187 - §546 118 $577 © 180 | $591
-Cuistodial mothers . 11,634 - 7,123 . 6,233 ‘4 353 $3,767 $21,829 .~ 1.880 $16,083 4511 $14,068
Standard error” © 2656 2100 - 197" | 165 $200 ° $538 . 109 §575 168 "~ §375
. Custodial fathers - . 2,105 -B44 733 ‘416  $3,370 $30,030 ‘318 $25,122 1261 $36,312
' Standard.error .. M6 73 .89 - 52  $471 $2628- 45 $1,917 90 $2141
PovéﬁYStatne'in 1995: B o ( L ‘ + ‘
Family income below ) : o s R C '
povertylavel . . < 4172 2103 1,761 1,067 -$2531- $6855 694 $6,043 2069 ' $5660
Slandard gn’cr ’ o cro. 182, 116 106 83 . F5I0 0 s202 67 272 . ns5° $147.
. Visitation snd Jeint Custody ' ‘ ' o
Arrangements With Non- ’
: custodlal Parants In 1995 S . . )
sz::auon pnvileges only. © 7.469 4,683 4 074 2924 .$3,297 521,110 1,150 $17.460 2,555 $20.084
Joint custody only’ . 1210 .85 - 73 s (8 B) 3 B -. 26 . (B
Visitation-and joint custody - ° 3,044 2,089 1,901 1,487 $4,592 $26.836 414 321082 © 908 $29,404
Neither o - 3,108 " 1, 100 917 318 $3,770 $15,630 509 $14,767 1953 'r$13,012
| CUSTODIAL MOTHERS ~ - s e | | ’
. Rece and Hiapanlé origin: e , v o
White © . . 7970 5408 - 4782 3,488° $4,100 $23067 ' 1294 $17.642 2567 $15517
White, not Hlspa;\lc orlgm B6545. 4,709 4,191 3,149 ' $4274 $23958. 1,041 $19,083 - 1,836 . $17.965
Black ) $3323 1509 1,273 749 $2,116 $16,614 524 $12,37¢ 1.814 "$11.916
‘Hispanic orgin® e 1530 77257 613 . 354 .$2420 $14.801 259 . $11,744 806  $9.567
‘f;umn! Marital Status: - . o ‘ ] S ‘ L L
‘Married. o 2216 1616 1368 - 981 $3546 $19.968 . 387 $16289 699 $15418
Divorced . 4,003 3,028 , 2,692 ' 2044 $3,990 $26521 . 648 $21.257 975 $19,243
‘Separated’ o 1,791 0 942 . 798 . 552 .-$4,182 $18/432 - 246" §13,157 = 850 §$14,881
Widowed® I 316 178 163 .~ 94 $9,624 521,641 69 - -. (B) ' 138 $17,480-

Never marred- 0 3309 1459 1,212 . 683 $2271 $13:224 . 530 $10,862  1.850 * $10,201

’ Educationat Attainment:

RS

" Less than high school diploma 2.419 11145 945 523 $2/106 $9.299 , 422 SB.368 1274 - $7.172

tigh school graduate . 4396 . 2,702 - 2350 1,586 $3,179 $16,827 - 764 $15385 1,694  $13,531
Some college, no degree  © 2545 1,682 - 1,467 1,085 $3:932 $22,505 383 $16492 863 $16,107.
Associate degree o 953 634 586 . 459 -$4,899. 328484 ' 126 $22.935 . 318 §17.,587

. Bachelors degree or more ) 1322, . 960 88§ . 700 $5§333 '.$37,1q9 ; A‘186‘$3_1.086‘ 362 $32,907

{B) Represents base less than 75,000.
. 'Joint custody rmay be physical. fegal or both. Legal custody does not necessamy mclude vusutauon
- “Parsons of Hispanic ongin may be of any race. .
*Widowed parents have chlidren from a prevcous marriage tnat ended in dworce or. from a prevmus nonmarned re!atlonsh:p

. Sourca: April 1998 Current Populaﬂon Sutvey, u.s. Bureau of the Census .

EI

US. Consus Bureay  March 1999 .
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‘Tabie 2.
. Comparison of Custodial Parent Population, and Chlid
" . Support Awarded, Due, and Recelved: 1993 and 1995
{Numbers in thousands. Parents living with own children under 21 ysars of age
whose other parent is absent from the home. Amounts in dollars). -
1993 1995
R ‘ o Ditference
RS © 7 Standard Standard (1995 less
Characteristic® . - e ~ Number' ' - error Number® error 1993)
ALL CUSTODIAL PARENTS o ' ) . ) ‘
Total ; : « 13,690 286 113,739 287 49
Custodial mothers - ' T 11,805 264 11,634 265 129
Custodial fathers i : 2,184}_ 118 2,105 L 1i6 ~79
Awarded S 7800 219 ¢ 7.967 222 167
Due child suppcrt 6,685 204 6,966 208 281
Recsived child support ‘ 4,614 . 170 4,769 173 155
Received full amount of child ) C
support 2,280 120 2,718 131 *438
Average child support income recewed o . )
{in 1995 dollars) $3,370 %135 $3,732 - $187 $362

‘Stausﬂcany signmcant at the so-percent conﬂdence leve!
) 'As of spring 1994.
. 2As of spring 1996.

Source Aprsl 1994 and 1996 Current Populauon Survey. U. S Bureau of the Census
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STATE POLICY RE: PASS-TIIROUGII AND DISREGARD
- of Current Month's Child Support Collected for Families Rewwmg

3:57 No.002 P..02

- . A - sELLEIT 1 VWY Ve LLIADYS, uxg/puuwmuucnmrc@1999(:11! him

‘TANF-Funded Cash Assistance .

As of January 1, 1999

by Paula Roberts o f
aL|ak|'AZ ) AR [ca lcoffer DR e | FL | Gal B D | i f N |1 [ ks
KY | LA | ME |\ MD | MA | MI | MN | MS| MO | MT | NIt | NV NI NI [NMNY | NG
ND|OH | Ok OR | PA | K1 | 5C | D | TN | TX | ur|vT | VA lwa [wy | wi|wy
i" VAo e Bl ‘ VS PR {o ] 2 e 3 B 3 % L LR R T Y 0 e ¢ ¢ FD s e 5 8t o ) B ‘— < 4 W W7 B P e s G b B
;“ L __..STA"T’_‘:_.__..H e bEéT.USw__. ]
i [ALABAMA ™ | B
*f ALASKA Up to $50 pass<.d~through Ammmt dlsregardnd for purposus of cllglblhly and
;'1;‘ hencﬁt.s
| ARIZONA “State rctams all suppoﬂ col]ectcd V . o J
‘ LARKAN&AS I[blau. retams all support colleclcd ' ‘ : - ]
‘ CALIFORNITA Up t% $50 p&sacd-thmugh Amount dlsregardcd for purp%m of ehgxbxluy and
[COL()RADO ”‘ttatc retains all support wllected ’ '
CONNI:C‘.”I‘ICUT State Fasses through ail Support to falmly Up to $100 dxsn,garded for purposes of .
18 caleu tmg benefits.
I e pp——
B DBLAWARF Upto SSO passcd- threugh Amount dzsrcgardcd for purpost,:. of ehgtbxhly snd

bencﬁts State also uscs fill-the-gap budgetmg

H DISTRICT 01*

Stmc Tetains all support mllected

e

fi | COLUMBIA ,
[FLORIDA j[ Stato retains all support collected. “}
‘ GEORGIA State passes 1hmug,h and dxsn.gards some or all suppon for putposes of ﬁll the—gap

'{ budgetin B ‘ ‘

i [llAWAU [§fate rctaing all support collected \ ]
{ LD_AIIO |[State retains all support collected. ' |
1LLINOIS 1iUp to SSO passed-through, Amount d:sregardcd for purposc.s of elignbxhty and

ii beneﬁts

! lleANA B _j [State retains all suppart Sollected. H

{[ToOWa State retains all support collected, except in the cuse of familics whxch received a $50
‘r,? pass-through/disregard pre- PRWORA ‘Thosc faxmhcs rcecive a $50
pass-thraugh/dxsrcgard unul thcy no longo.r :ccelve nsustance
o RANSAS Up to $40 pacsed—du‘ough Amounl dtsregarded for purposcs of ehg:bziny and

bencfits,

11/29/1999 3:32 PM
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LState retains all suppurt collecmd

$:58 No.002 P.03
" hitpi//www.clasp.org/pubs/childeniorce/1999cht. hin:

‘_l

l State retains all  support co]lected

J
2

Up to S‘SO passcd-through Amoum dxsvrcgarded for purposcs of‘elagnbxhty and
beneﬁls Qtate also uses ﬁll -the-grap budgumy,

[Smte rétains all support colicctc.d

—

Up to $50 passcd-lhmugh AmOunt dnsxtgardcd for purposes af oh;,x‘omty and
bcneﬁts

gp tc;_ $50 passed—t}naug_.,h mnount dmregardcd for purpomq of chgxb:hty and
enefits.

i

[Swu. retams all suppon collccted , o

]

[§tme retuins all supporl colleclcd

T

F;tate ielams all supporl collected

[statc remins all support collccted

LSmle rotains ail support collected.

Up to $75 passed- thmug,h Amount dxsregardnd for putpoaus of eligibility and
boncfits

o st 3 prat ot B ¢

[State retains all suppon collectcd

‘ bcneﬁts

Upto $50 passed—thmug,h Amo;mt dlsnegardud for purpo:.cs of‘ ehgszhty and

})Jp to $50 passed- thr()ubh !\moum dmcgalded fur purposes of chglblhty and
enclits.

Up to $50 passed-thr(:u&,h Amouut d:srcgarded for: purposes of oligibility and
beneﬁtb . g .

State relams all supporl mnected ‘

[_Slate Totains Al suppor‘l collecicd.

State rctams all support collecu,d.

Statc netains all supporl colkcted.

# o

| State retains all support cullccted

{‘Jp tt} $50 passcd-through Amoum dwn;,arded for purposes of chgxblhty and
enefits.

lUp l(;” $‘§0 passcd-througlx Amom\( dxsnbdrded for purpnses of cligibility and
.{{ benefits,

State passcs through and dmregards some or all support for purposcs of ﬁl!-ﬂm—gap

o |

; CAROI INA _ budy,tmg
':f‘ LOUTH DAK()’I’A _” State retaing all support cullccted
‘TENNESSEE , State passes through and dwregards some of all support for purposes of ﬁll-the~gap
: budyutmg ‘
| TEXAS 1Up to $50 passcd~through Amoum d:srcg,arded fnr purposes of chgnbxhty and
t ‘henefits.
[UTAH - Wlsmte relams all suppurt cnllec(cd ,
: Under {ederal waijver state has an cxpermwmal gmup and contml group.

for purposes of benefits,

Experimentals get ull child support collected on their bebalf; up 10 $50 s dwrcgurdcd

11/29/1999 3:32 PM
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(‘«mtrols get up to $50 pa&sed-throu;,h Amount.disreparded for purposes of eligibility
and beneﬁ!s

VIRGINIA 1I;Ip u; 850 passed-thwu;,h Amounl dmregarded for pumosu, of eligibility and
encfits,

‘ [WASHTNG 10N “Sm‘it, retaing all support oollecu.d

P ————

WEST VIRGINIA State rctams all support ce]lected Ilowcver, "TANF grant for thuse on Whosc. behalf
¢ curren! Support 1s mllew:ted is mcrcased by up to $50a month

| WISC ONS!N Under fedcral waiver, slatc has sma]l conttol gmup and larg,u expeumcnml group. l«or

i " ||experimental group, state passes through all support to the family. Full amount
disregarded for purposcs of benefits. Control group pets up to $50 pass«d-thmugh
Amount dxsreg,ardcd for purposes ¢ of eh;,xb:]aty and benefits:

i DOMLNE;, ~|[Stc etaiss all support coliccted.

Information updated based on state survey conducted by Lewin Associates.
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Cynthia A. Rice © 7. 11/116/99 01:24:53 PM

Record Type: Record

To: Eugenia Chough/OPD/EOP@EOP

cc: j- eric gould/opd/eop@eop, andrea kane/opd/eop@eop
bece: Records Management@EOP . .
Subject: Re: CS Distribution table i

This is helpful, but still not quite what Im looking for. Pretend you're explalnlng this to your mother or are
giving Robert Pear anecdotes that could be one sentence examples in a NYT story. Tell me in bullet form

- which families are hurt under current law and how they are hurt. Then tell me how the each of the
proposals would help families. For example something Ilke (not sure these are correct, just trying to give
you the idea):

Currently:

e Some mothers who leave welfare-get to keep all the child support collected on their behalf, while
others do not, depending on the method by which the state collected that support.

e Some mothers who leave welfare will get payments for past-due child support for several months or -
years, but then those payments will cease in order to begin paying the federal and states '
governments for their share of past-due support.

° Mothers who are owed past-due support from before they were on welfare cén never collect those
- amounts if they go on welfare, even once they've left welfare, because the federal and state

' governments claim those child support collections as theirs.
Under the HHS proposal:

Under the Smith proposal:

Eugenia 'Ch_ough 11/16/99 12:05:25 PM

3N o |
° - -
@ Eugenia Chough 1_1/16/99 12:05:25 PM -

Record Type: Record



