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Summary _
Child Support Incentive Reform Leglslanon
Sepwmber 4, 1997

Collections Bases. The amount of incentive payments available to each State is based on its
child support collections. The collection base includes collections made in both TANF cases and
non-TANF cascs. Collection in TANF and former-TANF cases are doubled in the collections

Berformance Measures. The incemive system is bused on five measures of each State’s child
support performance: ‘ : ' | :
establishment of patermnes :
establishment of child support orders,
collections on current child support due,
collections on pifst ¢hild support due, and

cost effecnveness

b e

Genera! Calculations. The amount of incentive money States receive each year is based on up to
1% of the collections base for their performance on three of the measures (patemnity
establishment, order estabhshmem. and collections on current support) and up t0 0.75% of the
collections base for performance on two of the measurcs (collections on arrears and cost
effectiveness). ' : :

Phase In. The new incentive system will be phased in over several years. ..

| Reinvestmment. Incannve pa&ments received by a State must be reipvested i in the State child .

support program, broadly defined.

E.exmz By March 2002 thl General Accounting Office must conduct a study of the new system
and report to Con.grem «

Regulations. The Secretar)- must pubhsh nzgulauons on the new incentive syszem within 9
months of enactment of this legislation,

cbevan/wpféhild support
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S SEC. .mq:xwm PAYMENTS TO STATES. -

(a) In GENERA!J —Part D of title TV of the Socml

2
3 Sc!geiirity Act (42 u. §.C. 651-669} is amended by mscrtmg
4 aﬁ:ei' section 458 the followmg

9 “snc 4535. mcnmvn mmm T0 B'm'ms ‘

= 6 “(a) N GI]NI‘RAL -—In addmon o any oﬂxer pay-
7 ment u_nder tlus. part the Secrotary shall make an incen-
8 tive payi?xent to cach State for- each ﬁsc.al year m an
9 aiﬁmmt deterrmned under subscct on (b) |

. 10" “(b) AMOUN’I‘ ox< lnmmrvm PAYNEENT — |

11 o “1) IN GENERAL -—ThP nmentwe pavment for

B 12 a Swtt. for & ﬁscal year is equal to the sum of the ,

- 13 applxonblc pementagos (detemmed m a,oco:damm w,i:%'l\
14 peragraph (3)) of the muximum mf,emxve amount -
15 | | for;he htate for the fiscal ycar, with respact to each

16 , ‘Of \the Jfollowmg mea&ure& of Stat:e pertormantx fur,
17 the fiseal yeur o
18 | *(A) The patemity establishment perforn-
19 wncelevl. -

20 | . *(B)'The suppbft order Iiérfomanée.:lévél.
21. - o MO ‘The’ current pa}yment ;&érforinaxlce .
2 jovel. | | )

2.3. | : “(D) f'I‘l"xa ax‘tegrage 'pay‘rheht‘ perl’omance
24 Tl e
25 | - "(I) | i‘hé‘ @Qt-effectiiéctldss. pqrft:mnw
26 C level | |
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1 “(2) Mnxmvm INCENTIVE Amovmm |
2 Y I) IN sz\mmn —-F'or purposes ot para- " N
3 » gmph (1); the mwdmum incentive ama'um for
‘4 . abtate for & fiscal year is— |
S H0) wit.}z res;mt o the per[{nm;ﬁ!lé& |
6 ! _Measures dwdﬁbed in subparagraphs (A}, |
7 A» | ‘(B)‘, ané-((‘) cf ‘.parakraph (vl);f‘l pert‘ém i
8 of tho State collections base for. the fiseal
9 | yeai-, and , . ,
10 S “(3) wlth \'Gﬂpect to the pwfonnanee
. mo. L mé@u;es described in subparagraphs Dy
12 and|(E) of paragraph (1), 0.75 percent of
13 the State coliegﬁom ‘base for the Bscal
4 yem R
15 -,“(B) DATA USE]’) 'ro rm‘umm m'rxés" |
16 : ‘REQUIRJ# 7O KK comvmc TK- AND Immmm —_
1 | Notwnthm}mxding subparagmph (A), the maxi-
18 murm :mc’ntxvc amount for a State for a ﬁscal‘
. 19‘ -~ year w)th respeet to a parformance measura. do{ |
20 . smbed in paragx a,ph (1) is 2010, unless the Sae-
. 2i | retary dewmm(,s, on’ the basis of an audit pet- o
) 22 h~ . foz'mcd under b(‘CtJOJ’l 452(&)(4)(0}6), that the_
23  data: whxéh ihe ‘%Ls,u- submitted pursuant mi

- '24’ S ‘-'sectmn 4a4;(‘15)(B)' for tho ﬁsx-.al YeAr ‘imd'



http:paragra.ph

. - o E . ' : SNO L UUD. FLUA
© ID: o SEP 16797 . 11:289-No oA

P R LR g L )

S R lD:? S ’ - . SEP 12°97  13:35 No.006 P.04
FAJDG\WM\IV.D\INCENTO02 . | = = | | '
‘ B o f{3
| 1 which is used to determme thc por formam:c
' 2‘ | ; level lnv olved is (,omplete and rclxuh]c ‘
-3 | .“(L) STATE couwc*mms BASF -——F‘or"i'
4 | | v»purposes of subpaxagraph (A), the State collee-
.5 tions basc for a. ﬁ&.t,al year is equal to the <:um -
6 of — FE “
T | '“(i)‘ -2£imegit.‘béiaum of—
8 - o v“(l) t,hé total dmount of supporl o
9 | | collected dunng the fiscal year under |
10 tho Statc pinn approved - under this
11 ‘part in cases in which the suppurt ob-
S12 | hgatzon mvo!vc,d is reqmred to be as-
13 s;gncd W the '%abc pursuant to part A
14 A and |
15 | “(II) the tot.al amount of support“‘
16 . collected during the fiseal year u nder -
17 | 'phc ;Stﬁtcﬁ*plﬁn V.approi’ad.:'ux;de\r'thié
. '18 | . part in:" aaws in which the sui)pon 05-_«,‘
19 ligatlon involved was 50 asmgned but*
20.' j 'lat the mne of (ﬁ»lleetmn, iR nat m .
_Zl T qulred bu be 80 asslgned und | n
2’2' o o * “(n) tho total amount of support col- .
| 23 ” “lccmd durmg the ﬁsut] year under the
| »24’ . - | ~ State plan dpprovod \mdcr thlfa purt in all -
‘ 25 S other cases ' '
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‘FN’I‘M‘ES RABED ON I'DRT'GRMAN(.F LOVELS.—

« Icvcl

“(A) erwm'rv r.b'rmamslmvx"r
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N

for a Statt—- for a ﬁsca] your is, at the
aption of tb(, State t.he IV-I) patcmity 5~

.'l‘he\ patermt y estabhbhment perfm'man(m |

"tabhal:hment perwntagt detenmned under -

~ geetion 452(g)(2)(A) or the statew:de pa-

.temily estabhshmem pcrcentage deter- S

mmed under semon 452(3}(2)(3)

T(u) DETERMINATION OF Arrmc.mw S

PHRCKNTAGE.—The applicable pcrc,ent-age a

|

“with rgspect to a State's paberm;y \emh-

lislnnfut pérforr'nam&& Jove) is as follows:

"ﬂ tho patornity establishment perfurmance level ist 'y o applicable
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ment pwfmmance levcl of the State for the

| immcdi_a_tely preceding fiscal ycar, thei:ythé
. nppliéablé“ p(&fgentngé' with respect 1:() the

hnee lcvcl is 50 perccnt

- Statc’-é ‘paternity cstablishment perform-

(B) Esrmmmmnx«r o1 cmm SUPPORT -
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“@) Dmxrnmmmm OF surmn'r,.

| |
ORDER, PRRVORMANCE LEVEL—The sup-
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“~1n <(}mputmg 1nc]cntivc D&y’lxmllt«b undu thxs sectiun, lmp- " |

‘ pnrt which 18 aon]?eted by 2 Stute at thc request of unothu-t' | |
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both Statw and lmv amounts expended by £y State m cav
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7 ﬁsmil year, then the apphaahle perc em.agve o
8 L With reespee( w th(' State’s support order
9 ,.'mrformance Jevel is 50 percent.
10 4C) Conm.armus ON  CTRRRNT CHUD
i SUPPORT DUB.—
12 H(i) l)nmmanon oF CURRENT
13 mn#xm'r VERIORMANCE - LEVEL—The
14 currc‘nt payment perfm mance levcl for a
15 . State for & fiseal year 1s cqua! to the total'
16 amount oonomd during the ﬁec&] ye&z‘v
17 f from all canes under the bth plan #p- |
18 : ‘ roveﬁ under ﬂns part dwided bv the total-f
19 amoulnt owed on suppor’t the payment of
| 20 | | which is not cverduc in all ca:,os under the ; :
21 ' ’ State nlan durmg the finval ywr, cxprcssed *
22 - nB R pumunmge ‘
23 | u) Drr RRMINATION OF m*m,mm T
24

~ PERC NTAGR—The applicable pereentage

¢
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3 " po:!.ntsl the., cur uem._: pnyment pcxfonmmuev“
A. 4 ‘lcvti of the State for the imme«ditxtcly 'pre-
| 15"‘, ceding ﬁsna} year, then thv apphcablc m*r—
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10 ~cost effectweness peri’ormance level for a
11 Statf for 3 fisw.l y(,ur IS equal tho total |
12 - amount wllocted durmg the: ﬂscal year
.13“; | undL’r thc Statc plan approved under thls '
14 , | pm't\ dmded by the total a.mmmt expended' .
18 du:-mg the fisca! yca}‘ \mdcr thc State plan,
v 16,_;' 'exp saed a5 8 pemntage )
17 g a “{ii)‘DE'i‘ERMlNATIDN‘ oft‘ mmmnmi

18 T an*mn'mm -»Tho app]mable porcentage
19 ‘with resptwt to & ‘%atc s wsbeft’ectweness
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' “(e) RI‘GUL 'uor\s --The Stxrctm' shall prescrxbe

suab xegulatmns as may be necessary gover mng ﬂw. cal- |

culation of i_ncenf.we payments under this seotion, inelud-
‘ing-cﬁrectiuixs fon',e.xdtlding éert#in closed cases ﬁ-dm the
calculatxons | | R |
“(f} me:r q'rmﬂm -m-A Qtate to wlnrh a paymem
is made under this qechon shall expend the full amoum,

of the paymeut—-—

-RR S BN 'u_xaw'n -

| “(1) to uu-ry out the StateAplmﬂl abprov.ed under
1 tluspartor | | . ,
11 @) for any activn'y appmvwl by the &eercuuy

12 wbcthor or not the cxpcndltnrcs for whuch are chgx- |
- 13 ble for reimburseinent under this part, which may .

cla contribute to xmpl oving the t,fﬁueney of the Statc

15 pmgram Oper#ted under ﬂu& part.”.
16 (b ‘I‘nmsr?mn Rmnc -Notw:thstandmg a.uy other

17 provision of Iaw—-—' A

18 (1) for fiscal year 2000 t.be Secmtury z,.hun re-
- 19 duce by Ya thL- amOum other-wase payable o & State o |
20 - undex se('twn 458 s.nd shun mducc by s the
21 - amount othm'mse payable to a State under seotmn‘ |
\ V’ 22 A. 458A and _ . |
- 23 ; ‘ (2) for ﬁsm] yaar 2001 the Se(sretary bha}l re-
24 | 'duce by %.the axnoun:, othewnse payable to 4 State
 25,',‘ under seaf.mn 458, and shall reduce by % - ﬂm.
Septombet 12, fa;zv (wmﬁ am)’
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1 ~amount otherwise pavable t;o a Stat.e under sechon ‘
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(c) Rmvm I()NR —-—Wxt.hm 9 months aftm the datk
of the enactment| of thxs. section, the Recretary of Health |
‘hgud" Human Services ‘shali pr(emeribc fegﬁlat.imm ’guvcming-’_,’l'.
. th‘éirr'zpleme‘ntati‘dn of section 4584 of the Social Qéeurity
'Act when such section mkcs effect and thc 1mplcmcntation

of aubmctwn (b) of uns Set'htm

0 e - K7

| (d) Revrew. -15-. ,
19 B ¢ ) Svn;rmv --Thc secx etary of Hcalth and
1T Human Services shall canduct a study of the nnple-_
) 1‘2 : .mentntmn of| thc 1ncenuve paymcmt sysbem estab- -

| | '
13 'hshod by socnan 458A of. the Socml Security- Aet n -

| 14 , | 'urdq.m idanpfy the problems and. successes of the
| 6 '(2) Rwon'rs O TIE. c‘ONGRBss-——,, .
| 17 . (A) INTERIM REPORT --—Not; lamr than :
18 March 1,| 2001, the Secre-tary shull submit to
19 ,( the Longress an: mtcrxm report that contains | N
20 . the ﬁndmtgs of the study reqmred by pdragraph -
A @ E
22 | ,' - (B) ll‘m.u, Im}-on'x- --—~Not later Lhau Octo-
2 - ber 1 20(&3, the &ecretnry shall nubm:t to the '
24 | OOnRTGSb %x ﬁm.l rapoﬂ that contaim ‘the final
.25 o findmgs of t}w study wqmrcd by paragraph (1)

September 12, 1897 (10:03 am)
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2 . for chf\mges in the sys ¢m thm the Seommr_y
3 , determmas would xmpmve the operatxon nf t,he
4 child sulpport enforwmvnt program. | ‘
S (e) ELIUNATION OF I’nmmcm,aon wawrw 'PAY-
6 MENT bYS’rEM-—J _— R
7. Q1) REI’DAL —-bect.mn 458 of the Soexa.l Sceu‘ ‘
8 .rity Act (4., U SC 658) )s ropwled |
9 L (2) Conmmm AMFNDMRNTS-—-
'IOA - o O {A) ‘vevhon 458A of the Socml Swunty;j
11 C At (42 UB.C. 6_58&) is radesxgnat@d as section
2 e |
e : 13. ' - A‘(B) Subse('hon (d)(l) of tlm, sectmn i8
| 114_ . ’arimended by stnking “458A” and msﬁrtmg |
15 qpgr | : |
) 16._‘ L (3) Em‘rp("rrvn DATE.—The amondmcnts made .
17 by this subsmon shall tako effect on October 1,
18 g001. , o
19 . (f) GENERAL RrPRCTIVE DME' -——Ex(.ept as provxded |

20 in subscetion (e)(3 ) the. ammdmcnts maﬂc b\ thu. section ,

21 shell tako effoct on Octobcr 1,1999.

#

Santamhar 12 1A07 AAND m ~e )



"9-12-1997 4:@4PM  FROM MARY BOURCETTE g6o@s7se’ . -~ - S “ang T

CDATE:_. o e oy

U.S. DEPARTMENT OF HEALTH AND HUMAN»SERVICES
: 200 INDEPENDENCE AVE., SW ‘
WASHINGTON, b.C.- 20201

PHONE:  (202). 690-6311 . - FAX: (202) €90-8425

OFFICE OF THE ASSISTANT SECRETARY FOR LEGISLATION
‘ HUNAN SERVICES LEGISLAIION
ROOM 413 H HUMPHREY BUILDING

TO

OFFICE = : _.vu oo e ..o [ ] BARBARA P. CLARK

[ ] GREG JONES

ROOM' NO - o
N [ 1 PATRICIA SAVAGE
PHONE NO : ‘ »

() sossPH wARDEN

'V TAUREN ¢ GRIFFIN

T 1 Lo BARNES

TOTAL 'PAGES »1(0 -
INCLUDING COVER) N

REMARKS :.

‘Tyu,__ WS"”
2&/\ on



http:PHONE.NO

.

" 92121997 4:@4PM - FEOM MARY BOLRDETTE 96995758

s 3
23
i o
. .
v
.




©'91241997 4:28P  FROM MaRy BOURDETTE 9edBETEe. - . . . et

U.Ss. DEPARTMENT OF HEALTH AND HUMAN SERVICES
200 INDEPENDENCE AVE., SW -
’ WASHINGT@N D C 20201

PHONE : ~(292);690;63i14, | 7'.‘*§ﬁ&£\

OFFICE OF THE ASSISTANT SECRETARY FOR LEGISLATION

HUMAN SERVICES. LEGISLATION
ROOM 413 H HUMPHREY BUILDING

FROM :

110 o I. ].MARY M BOUR»

OFFTCE & v coniiiwei oo “]?BARBARA p. CLARK B

(1 crEG' JONES

.

ROOM- NO -
) [ ]'PATRICIA SAVAGE

"

PHONE NO -
T ( };JOSEPH WARDEN

LAUREN GRIFFIN

] LUTA BARNES

TOTAL PAGES n " 'lkﬂ“'
INCLUDING COVER) : o

ll"‘ o
ke




991221997 4:20PM  FROM MARY BOURIETTE ‘sddpesEe RS 3
| mw: SEP 12" 9? s 3a§,mo oos P.02
F\IDG\ WM \IV-D\INCENT.002 4 ‘ g |

1 SEC.:....INCENTIVE PAYMENTS TO STATES. ©
2  (a) In !hNLRAb = Part D of t}ﬂo IV r>f the Soclalv |
3 Swurlty Act (42 US.C. ¢>1-669) is amended bv nlscrtmg '

after Se‘ction 458 the fol]owmg‘v

“wob

SSEC. 468A. INCENT!VE PAYMENTS TO STATES.
“(a) IN Gr T\I‘RAL —~In adchtmn to. dny othor pay-*_
mnt under Llut. ‘par, the faecretary shall ma.ke an moen—‘e’ -

tive pa\fment to “cach ‘Statc for dach ﬁseal year m ‘m"" IS

v o8 =3 O

amount deter xmm;d under subsectlon (b) |
10 ““(b) AMOUNT OF INCENTIVF PAYMENTAS |
11 %(1) IN GENERAL-=Thé incentive pdmem f(,,.~

12 a St&.to for a fiscal year is equal to the sam of the' '

13 applicable percentrages {detenmned “in accordanec w . M
N - . .o . . N ",\: "A”'f'-.“:""ﬂ‘;;:“:j CA -
14 paragraph (3)) of the- ma;rimum i‘n‘o’ontév‘e amount

15 \’for the State fo: tie ﬁscal yeal WJth 1esp9ct o' eaeli,f ST
16 - of the following measures Of State performame for'

17 the fiscal year:

18 O aA) Th}é‘ paternity cstablishiient, perfori-
19 ance level | ,A , |
(, 20 o “(B) The suppori order perf’ormanco level
21 - “(C) The ‘eurrent. payment. Iv’erfonﬁanee . ;
;,122: - level. B - | o :
23 “(D) The arreatage payment performance -
24 *level. - S
ag | NE) The costieffoctivoncss performunce
26 level |

Cadimmmbar 1% 1087 11003 a.m.)
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- (2) MAXTMUM INCENTIVE AMOUNT.~—

“(A) IN GENERAL, ——1*‘01' purposes of para-
g'rtmh (1) thc maxihmum mcentwo ammmt for '
a btute for a ﬁscd] ycar I v
V“(x) with :Mpo(i m ﬂm p@rfmmanc.e"z"‘{‘:: ,

mcabuns deseribed in s\:l)paragmphq W), L

| ‘(B), and ((‘) of pamgmph (1), } pér('@ni;
of thc St-mto colkctlons basc for the: ﬁb(‘d] '
year dl’ld

‘ “(!1) mth rospoct to thv pcrfomunee;.

: Ineasures des:cubed m Subpﬂfagraphs (D) | RGN

- and (F) of' pardgraph (]), 0. 75 I)@reem of:“i’;ff o

- ‘the State collectlons base for thc ﬁscal""ﬁ ERIREV S

year. o | |
HB) DATA Ismr) TO “AL(‘ULATE RATIob. R
REQU]RJ‘J) '1‘0 B }‘4 (‘(}M })}‘P\rl\]“ AN]) R]&IJIABLI‘ __V"

Noththc;tandmg s:ubparag'raph (), the mam-v_ o

‘mum mcentzvc amount for a State for 2 ﬁscal SUO

- ycar with respeci o a perfonname measure de-‘

I"’ét&!}“’ detemme‘s, on the basls of an audit pfe‘x‘-- ’ '5‘; - :
formed under section 452(a)(4)(C)(i), that the -

ddta which- the State submitted pursuant to-

séction 454(A5)(B) for the fiseal yedr and
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e

) .
(53] ’



T gL12-1997 4:21PM

" FAIDGAWM\IV-D\INCENT.002

I T U VR S

O 00~ ey

- 10
n
12
13
14
o
16
7
s
19
20 .

GomtimBar 12 1997 (90:03 A.m.

FROM MARY BOURDETTE sesps7ba . .o P "
ID: : ’ SEP 12 9? ‘ 13 35 ND 005 P .04

3 |
which is used 'to detéfmin'e the performance &
level mvolved is (*()mp]et(‘ and mlmb]c

| »purposcs of subpamgrabh (A), ﬂl(‘ btate w]k*c' L ,

rmns buse for a fls(*al year is equal to Lh@ suim -
“(1) 2 times the sum ofs=

' “(l) the total amount 01' &upport-?";"')’

| wikictcd durmb the fiseal year underi’if._‘.‘ :
; fthc Statc plan approved under Lhmir-‘ B
pgrt 3;;1 cases in which' the support ob"-'f B
ligatibn involved is required to bs a5
’slgn(’d to the State pursuant to part“
“(H) the tota} amount of supportx J. .
collected durmg the ﬁsaal year under .
the State plan approved : under this -
: part in cases in whu,h the support 0b-f‘”
Jigation involved was s0 asmgned but :
at the time of Golleetion, is not re-
qi"li‘r'eai to be so assigned; and’ | |
 “(ii) the total amount of support col-
léeted - during the 'ﬁsé@l year' under the L
Stiitc plan é;')})fé'{fcii 11fidci'ftlfis:"'phi“tn in all-

other cases;
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'The paiermt v eqtabhbhment per f(:rmam'(,

leval for a %tate for H ﬁs,ea} vea,r m at the'j'.
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DE’I‘ERMNA’I‘I()N OF APPLI(J m,r r'm«:-

“(A) ]’A'I’!‘.RNI’J'Y bhmmmnm-.m* s

“(1) Dl“'rmmm‘x'mm: OF m'm‘ n\m?'~

TS’FALLISIIMI]\T PI‘RT‘()R\IA\(‘L LL\’I}L ,-.' . -

Opt,mn of thc State the IV~D pdt(,mlty es—‘jr‘

abhshment percentagv detenmned underf.“'

section 45‘?(g)(2)(A) or the statewide pd-“f o

“(17) DluThRMLNATmN or Am’mcww;f

'termty estabhshment percentao'e deter-

Tained under section 452(;:)(2)(]3)

14 P l«.thman ——The applwabl(, pc,rcentage‘
15 Wxth respact to a State’s patermty est,ab-
16 hshment performanee lcve] is a8 fo}.lowa-v o
“lf thc pntarnity establlshment perfomunee lcvel iu The a R
.. Atleast ‘ " But lmthan. m geds: © .-

80% : ' . 100

TIDH eveeeerererrrensrerenerineenssenss BODH oo e 98

LT S |/ ~ L. 96
SOOI (. S SRS 94
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3% oo SRS 86
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T1o sttt 125 - 82 )
69% . 19

68% 78

67% . 77

66% .. 76 -

65% 75

B4% oeoerceinrenierirens 74
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Notwithstanding the precoding senterice, if
the paternity Vé‘st'.zili}iéhm“’e’nt perfonnance 3
level of & State for a fiscal year i§ less
than 50 percont but exdeeds by at least 10~ -
percentage points the pdt(,rmty e%abhsh o
ment performance level of the 'St’;a‘fe for t-li’é. ,:‘ N
immediately prvcadmw fiseal year then the
apphcable pereentage vmb wspect to tho' | :

~ State’s ‘paternity ebtabhshment perform?nii

‘anve Jevel is 50 percent

(B) EblABmthNT OF (‘an SUPI’()RT :'i:’;" 5 'i‘:
ORDERS — | | B
“(i) DETERMINATION OF SU}’}()RT
ORDER r'munoummvl‘ LEVEL.—The s.up-.
pmt (;rder pe:‘f'armance level for & Stabe‘ R

| for g fiscal year is the percentzzge ;of thb: N

‘Soptembsr 12, 1697 (10:03 a.m.)
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“(ii) DETERMINATION or API’LI(AI)LL VA

PI?r{(‘rN'i‘AGb The applic able pereentage
wilh ret.p%t to & f:tate 5 Supp(n‘f order DCI—
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“If the suppoﬂ order

T moo lovel is:

The applicable
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both States, and any amounts expended by a State incay- ~
rying out a special project assisted wnder scetion 455(c) - -
shall be excluded

“(d) ADMINIS’I‘IM’I‘IV}» ]’R()VISION 'I"he amounts‘f"

O 0 9 o

“of the incéntive }jﬁMﬁnt‘s to b’;: made to-the St’zite‘é"iiﬁdifi‘ ;
10 this section for  fiscal yéar shall be estimetéd by the Sec-
11 retary at or before the be&;.immg of 'ﬂie'ﬁsé‘él yoar z;;,u;; S
' 512 basis of the best mformatmn avmlab]e The Se(.rt,tary xhall '
13 make the- payments for the fiscal yedr on & quartcr]v baa,:s‘ o o
.14 (vnth cach quarterly pdyment bemg made no_latér than
15 the beginning of the quamr mvolved) in thc amounm so’ o
16 estimated, reducéd or inereased to the extent of azw»=ov“c"r-‘ R

17 payments or underpavments th(h tlm Seeretary det/er-

18 Thines were: made under this seetmn to the States n‘woh}zedf'“‘Ei‘“k:'”' PR
1,9'_ for prior periods a.nd'\&lth respéét‘tt) which aiijiiétifﬁ"e\zi@has"j/;-f -
20 not already been wmade under this subsection. Upon the -
21 making of any estimate by the Setretaiy : fider the préced-
v~ 22 ing sentence, any .1ppmpndtwm~. avall.zblo or pdwm*nt&

23. under this sectlon are deemed obligated.

Spiamber 12, 1987 (10108 a.m.) . o SRR P
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1 . . Notwithstanding the preceding sente

DS PIN

the support order péi‘ftii‘max‘u('é' l'é’i%el of ai

W

State for a fiscal year is lesq than 5(} per- - =
¢ent but es.ooode by dt lcust pereentag?
points the support order p‘i.ii'fql'rnanag level

of the State for the ilﬁhleﬂiately préceditie
'ﬁ«o 1 year, then the apphcable per(-ent age o

with respect to the %tdte S ‘support order |

& 0. O wn &

perfnrmtmce Jovel is 50 perc ent. -
10 © “%(C) COLLECTIONS ON r'rmkw'r‘(iiiiij’nfilz‘""“é”"”'
11 St:;rPx"’"ORT‘DUE.-J-W | | |
2z | () DETERMINATION OF CURRENT
13 PAYMENT ,]’EA]iFORﬁIKNCn“ LEWL—T}I(* n
14 | - current ’pziyme‘m ;yérfcizirﬁalii:e level foxa
‘15 ‘_State for a fiscal year is cqual to‘:ﬂ:ifé" total -
16 ~ amount collected during the 'vﬁ"s%éél year R
17 | o frmn all cases under the State ph-m ap-j:"
18 _' - proved under this part dmded by the total’» o
. 19 S amount owed on bupport the payment "f:. :
20 E which xs;not overdue i all gazses nu_nder the
21 State plan duriig-ihe fiscal year, céprosséd
22 o : as & }‘it*f(*dntég,é | o
23 “(ii) DET IuRM!NA'l‘JON OF 'APPLI(,ABLF“ S T

24 | PI‘R(‘EN’PA(‘E —-'l‘ho xpphcable .per;zentagefs ERES

September 12, 1997 {10:03 o.m.)
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Not\wthbtandmg the pre<,edmg sentence, 1f

4 . the current payment perf{;rman(e leve of a

Soﬁi&ﬁéb&r 12; 1867 (1003 a.m)
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1 State fm’-}iﬁ fiscal year is less ti‘f‘& 40})(

2 - cént but execcds by at least percon‘cage

3 pomtb t‘no currért, pavment })crfm'marn'é -
4 level of tho State for the nnmc.dmte]y pre—l .

5 * ceding tﬂcd} yt,ar t}wu the: apphcablc per TR,

6 “A‘oemafre W.l h rc.spect to the .State S curzcm; o S

7 ‘pcmyment perfurmanee level 1s 50, p(,revnt 5

'8 : “(D) (AJLLM"J*IONs ON CIILD Mmmu '1'}""}

9 Almhmmom - |
10 | ) Dx;rmm:mwm OF- mu\mxs‘ﬂf:._f

1§ - PAYMENT PMH«*QRMANCF LI‘VFL —-The ar-“'j:{.‘
12 ‘ . roears Da)’ment pexformanee ]evol for o
13 ‘ ‘State for a fm(,al 3ear is equal to thc total ':
14 * ‘number of cases under the State plan ap- - )

5 - proved under this part that rebexved“p'ayf B

16  ihents ot'.oﬁérdm'leachilvd sapport dii?i"rfgﬁ .(,»‘I'ié* L

17 - 'ﬁscal Vear divided by the tota] number ofv‘] : : o
| 18 . o cases s unddr the Stiite plan in w}neh g pav{ ’1':»11 ’., ' o

19 - ment of (.hzld suppor't is ovcrdue, expre%ed: ‘;'

20 - D ‘a5 a percentage - <

21 : ‘ “(n) DI‘TI‘RMWATI()N or AI’I’LILAPLhZZ;

22 PFR(TNTmL The applicable }}?!’(.entdu'(* "
03 V. . | ‘thh xes;»eet to a @tate § arrears payméﬁf’?f‘ ; o

24 porfonndnee level is as. follows: V

b
H
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Notwithstanding the preceding sentence, if
the arrearage payment performance levil
of a State for a fiscal year is less than 40
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1 . age lii‘bii’zt's the ama&sg;é pafﬁieiit pexiomfl

anr‘e level of the bt,ate ft;r the umnefhatelv S NS

| 'preve‘dmg fiscal Ve‘ax then 1he al)ph(:ahle“:' S

w0

pcxcentdve thh l‘Lb el 10 tlm btdtc g a}_,‘ o
Tears payment pcrfo"rmance ]cvclv is '5(} pers S
cent, |

“(L) Com' bl"l“bC'l‘lVbNLSb-— o

RN Y S

(i) Dr'mmm/mnv or cnq'r-rr-'}_f**“""

PN‘TWTNEM I’I‘RI‘ORMAN(‘E LEVI‘L ——The

o

: 10 A R costvefieeuveness perfnrmanee Ievel for a
1 State fm a ﬁbcal yéar is equal to the total |
12 . | tmoum‘ wlloeted durmg the ﬁscal year‘
13 ‘ under the State plan approved under tlns;{ - |
TR part divided by the total a.meunt expended{!* R .
15 'durmg the fiscal Y(’al under the State plan,"
15 o expressed as a perventage :
7o - “(ii) Db’l‘h.RM!NATION OF APPLICABLE
‘ 18 o . PI:R(“I.‘:NTAGF —Tlm app}mdble percentawei’ l‘
19 L | Wl\‘h respect to a Qtatc’s cost-cffecuvenebs;‘f"jt;" .

20 o periormance level is as fo}law.s

"lf the ‘cost. eﬂecuveness perfarmance lewal B, e applic abln
Al least: _.‘But‘ leps )than. peroentageis:‘
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1 “(e) RI‘GULAT}ON% ~The Scuctary ‘shall prescmbeffa P
2 such. rcgulatmnﬁ as may be neoe%axy govex nmg ﬂw ml-‘i o o
| 3 culatlon oi incentive pavments under tliis seetmn, nmlud;ii‘:v:’:ﬂ. h
4 ing zhrectwns f’or exclgnhng certam closed cases from the
5 ealculatxons | b | | | '
6. “(f) erv SSTMENT.—A State to &hié)'; a p.lyment
-7 is‘ made under ?;his section Ish‘all e’xﬁéﬁd ilhé_f.{iﬂ amouint . S
'8 ofthe pavment—-— ‘ | ‘ -
. 9 | | “(1) to carw out the State plan approved underf o :
10 this part, or | -
11 “(2) for anv a<¢1wty approvod by the: Swrctary,*lf ,
12 whe thm or not the expcndxturcs fcr w}nch are chg}-i |
13 ble for rexm}mrsemem under this pa.x't Whl(,h may>
14 : oontnbute toimproving the efﬁuenev of the Statcf”:ﬁ”:'
1.5, pragr‘am operated uiider this ptm o
16 (b) TRANSITION RULE -—Not\wthstandmw emy other'.,.; - E
f 17 prowswn of law-— o _ | R T
18, ' (1) for fiscal’ ye&r 2000 the Secretary m}ln '~ § R
19 duce by Vs the dm(nmt otherwma payab}c to a Staté‘?"ﬁ e ’i -
20 - under section 458, “and’ bhall reduco by ¥, the"e‘ B
: | 21 dmount oth(,r\mc pdyable to a Stute under ﬁectmn‘ =
22 458Aand | |
23 (2) fr;r ﬁwal year 2001 t i gct.retary bhd" 1'(,-", _'
24 - duee by % t?p amount oﬂmerwmé payahlp to'a Smn{ L
25 under wc'mih 458, and shall reduw by ? the‘f_;‘f - .

Soptembor 12, 1997 (10:03 a.t.)
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1 amount otharwise payable to a State undér section
458A. R
{c} REGULAT TONS. —Wlnhm 9 zmmths attm the dah»'

~of the enactnent of this section, the Secretarv of Healﬂ S

2
3
4
5 “and Human S’c'i‘\nces shall l'n-escr‘;bé‘rcgulm;:mzs:'guv{srnrlj_g"«“f‘ N
6 the implémentation of section 45 géé." of the Social ‘se(lmts L
7 Act ’When‘suah sz.-.'t:éti.oh takes effect gind the ifhp}éiﬁéhfé{i}idhl V' B ‘
8 of gutfeza:&.ioﬁ (b) of this section. . .
9 (d) RI:VII‘W-— | -
10 - (1) STUDY -—-Thc Secretary uf Ht,d,lth andj‘i .
ll | Human Semoeq sha]l conduct study ofvthe ‘nnple- |
-12 ‘mentatum of the incertive pa,yment s*yst,em estab:'
13 : .hshcd by section 458A Qf the Socml-Secun&y Act; in
14 ~ order to identify the problems and Successes &si?f"iii};:- L
+ 15 Abyst«em | o -
160 @ Rwoa'rs T0 TIHE comuhbs—-‘ o
17 - (A) IVTLRIM RI“PORT -f—\Iot later tha,n“ '. _ |
  18 L i{arch 1, 2001 the %e('retaxy shdﬂ subxmt toii : |
19 “ the Congreqq an interim report thet oontams"
1’20» ‘( | | the ﬁndmgs of the study reqmred by paragraph' . i
a0 - -
2 (1) FINAL RBPORF_Not lifer than Octe-
23 ber 1, 2003, the Secrétary shal subriit to the
24 Congress a final reporl. "é}iat.?(ébr’ltéiiﬁs‘: the ﬁh&l o

25 - ~ findings of the study mi;uiréd by paragraph<(1).

Septomber 12, 1997 (10:03 am.)
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a,

. N N i‘:cl‘
h : 15
: 1 The report shall inelude ‘any. recommendations '

for changes in the system that the Secretary -

VS TR &

' (1été1“fni1‘19§' would ixnprn;"é' the 6;;%;‘?3&03‘1 -of the :' a
‘ clnld suppm‘t Lnforu,mont pro«rram | '
(© ELIMINATION OF PREDECESSOR INCEN’I‘WD PAY-?‘. S
MEN’I‘ SYSTLM — | ;
(1) RDPLAL —Séetion 458 of the Socml Swu- .

:"ity Act (42 US.C. 658) s :epeu-}‘ed.

O 00 Q\“'Uy I

(2) CONFORMING AMENDMENTS. —= |
10 . (A) Seetion 458A of the Social Security
11 . ’Act (42 U. b C. 658a) is redeugnated as sectlon
?12 Vrt‘._,458; | ' o ;_ i b
- H | - | (B) S“"“i‘f‘mn (@)(1) of this section Na:}lga T
14  amended by su-kag “458A" and msertmg :‘
15 “as8. - o
]6 . (3) Epm, TR l) ATR. -—The armion dmcnm ma dc"ﬁ‘ o
17 by this subsection shall take eft'ect on’ October 1, .
18 2007. | o |
A 1‘9 " (f) GENERAL 'Fi‘wcfﬁﬁi DATE.~Except & pmwdﬂ, R
| 20‘ m S“b"(‘ctm“ ((,)(’3), the d,mcndments made by th]b soétion E

21 shall tako effeet on October 1, 1999,

Sepfembar 12, 1997 (10:03 e.m:)
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RESPONSE TO CALIFORNIA'S CONCERNS
ABOUT INCENTIVE FUNDING PROPOSAL

‘Background

The current incentive system has been criticized because it is focused on only one aspect of the
JV-D program The incentives are paid based only on a State's cost effectiveness and all
States receive a base rate regardless of performance. Most child support experts believe that
this incentive system has no real incentive effect because all States receive the minimum six
percent of incentives. This incentive system also does not reward states for other irnportant
aspects of child support enforcemem such as paternity establishment.

Over the past decade, a number of commissions and organizations have recommended the
adoption of a new performance based incentive system. National organizations, including the
National Conference of State Legislatures, the American Public Welfare Association, the
National Governor's Association, and several national advocacy organizations have also
recommended the adoption of a new performance based incentive system.

In June, 1993 President Clinton established a Working Group on Welfare, Family Support,
-and Independence to come up with a welfare plan, including child support enforcement
reform. The plan, detailed in the proposed Work and Responsibility Act of 1994, would have
required the Secretary of Health and Human Services (HHS) to set performance standards for
State IV-D programs and reward states with high performance. Other major child support -
enforcement bills introduced in 1994, 1995, and 1996 by both Republlcan and Democratic
members of Congress included smnlar provxsmns ‘

As a result, section 341 of the PRWORA requested the Secretary to consult with IV-D
~ directors and recommend changes: The law states:

> The Secretary of Health and Human Services, in consultation with State
directors of child support enforcement programs shall develop a new incentive
funding system, in a revenue neutral manrer;

» _  The new system shall provide additional payments to any State based on such .
State's performance under such a prog‘ram;'and :

> The Secretary shall report to Conoress on the new system by March 1, 1997.
The Incenuve Funding Work Group was formed in October, 1996 consisting of 15 State and
local IV-D directors or their representatives and 11 Federal staff representatives from the U.S.
Department of Health and Human Services. This collaborative approach drew upon the
partnership forged during the Federal Office of Child Support Enforcement’s pilot of the
Government Performance and Results Act (GPRA). Earlier efforts of this State-Federal:
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partnership ﬁroduced a five-year national Strategic Plan for the child support enforcement
program and a-set of outcome mieasures to indicate the program's success in achieving the
goals and objectives of the Strategic Plan. Using the same collaboration and consensus-
building approach, the joint Work Group effort between State and Federal partncrs built lt&
recommendations for a new incentive funding system on the foundatlon of the national
Stratemc Plan. . . :

- The new m;emwe system should provide additional monetary payments to States based upon
State performance for each of the five measures. The amount of incentive for a particular
measure is based upon established standards of performance. The Work Group sought to
create standards that rewarded both high performing States for maintaining and improving on
their success and encouraged poor performing States to improve their results. Accordingly,
the Work Group considered both past performance and trends and data estimates for the future

- in establishing the performance standards. The performance standards adopted reflect three
objectives: (1) incentives should increase as performance improves; (2) states performing at_
the very highest level thar we can reasonable expect should receive the maximum incentive for
that performance measure; and (3) there should be a minimum threshold of performance for
each measure except that States below the thresholdshowmg very significant improvement in
performance should be rewarded with some incentive. :

PATERNITY ESTABLISHMENT

The measure for paternity establishment is identical to that included by Congress in the
Personal Responsibility and Work Opportunity Reconciliation Act of 1996 for purposes of
paternity establxshmem penalties.

CASES WI IH SUPPORT ORDERS

Establishing an order to pay child support is a critical first step to colleﬁting support for -

families. This measure shows how much of a IV-D agency's caseload is capable of being
_ enforced and how well the agency is keeping up with case backloads and intake.

COLLECT. iONS ON CURRENT SUPPORT

The third measure focuses on the proportion of current support dueé that is collected on IV-D
cases. It géts to the heart of the program: regular and dependable support payments to
famnilies. ,

COLLEC}‘IONS ON ARREARS

This measure focuses on how well States are doing at collecting some amount of ' money on
those cases having an arrearage. The measures specifically counts paying cases, and not total
arrears dollars collected, because States have very different methods of handling certain .
aspects of arrears cases, such as their ability to write off bad debt or debt which is almost
certainly ° uncollecnble :



.
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COST EFFECTIVENESS

‘
i

‘The final measure assesses the total dollars cbllected in'the child support program for each

dollar expended. Currently, cost effccuvcncss is the only measure on which Statesare being

, Judged

s
[

California Concern

The effect of broadenmg performance measures and removing the cap on incentives for

"never welfare” collections will pressure states to zmplement "wniversal"” child support
systems States should focus on public assistance cases and not expand services 10 the
middle class.

!

Response

The current incentive system is based on only one measure -- dollars collected compared 1o
dollars expended. This does not reward the results that are so irnportant to helping families
such as establishing paternities and support orders and collecting past due support.

There is a broad consensts among States and other stakeholders that the five incentive:
measures capture the key results of the child support program -- paternity establishment,
support order establishment, collections on current support, collections on past due support
and collections per dollar of program cost.

The exlsung cap on mcentwes ‘for non pubhc assistance cases provided no incentive to move
families off welfare. The cap hurt states that performed well on making collections for
families not receiving public assistance, many of whom formerly received assistance or live
close to the'poverty level. States must make their own decision as to the comparative
advantages and disadvantages of reaching out to all families in need of child support.
However, for the past 15 years, Congress has been clearly broadening the IV-D program to
provide services to non public assistance families. States may serve all families in need of
child support who apply for services; indeed, Congress has requlrcd states to offer equal
services to. non welfare IV«D cases. « -

The proposed incentive plan would not expand services to the middle class these families may
already be served by the IV-D program if they requested services. The incentive proposal
would count every dollar collected on behalf of assistance and former asswtance families
twice: thlS will focus States on serving the neediest families. .
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California Concern

The short phase-in perzod will result in increases or decreases of up to 340 mzllzon
dependmg on their performance under the proposed incentive system. :

Response i '

A series of ; scenarlos were developed for the State/Federal Incentives workgroup to show
possible state—by -state impact. All these simulations were based on past performance (1995
data) with no consideration of the reliability of State-reported data; there was no attempt to
anticipate or project future performance We are confident that with the tools provided in
welfare reform and increasing automation California's and other state's performance will
improve, minimizing or reducing large changes in the level of incentives states receive.

California Proposal
Retain a cap on incentives earned on collections for "never welfare” families, expressed
in Zerms of a percentage of incentives earned for colleczzons on behalf of welfare and
former welfare families. :

Response |

Welfare caseloads are shrinking. 47 out of 50 states have seen their caseload decline, 30 by

_ more than 25 %. California has not seen the. greatly diminished welfare caseloads that have

resulted in. states where welfare reform has been 1rnplemented
By doubling the collections on assistance and former assistance cases in the Federal/State
proposal, a strong incentive is provided to serve those disadvantaged families which California
claims to serve. Collections on residual and never assistance cases represent only 40% of the
doubled assistance and former assistance collections nationally. This. concern is a
smokcscreen no state is at the cap, even California collections on never assistance cases is at
24% of the doubled assistance and former assistance collections. Retaining a cap does not -
affect the incentive scenarios develop by the Federal/State workgroup. Given the potenua]
changes as a result of welfare reform, more families will be able to avoid welfare altoget.her
mcreasmc ‘'the "at risk" never assistance caseload. '
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California Proposal B
Increase the total maximum incentive a state can earn by increasing the weights of each
of zhe Jfive performance measures. '

Response

Added togethcr the three measures at 1% and two measures at .75% equal 4. 5% of the
collection base. Cost neutrality mandates that a new incentive formula will not cost more than
the current formula. Allotting a possible total of 4.5% of the collection base keeps the new
formula cost neutral. Preliminary estimates of incentive funding payments under the
recommended formula are within the range of Congressional Budget Office projections ‘under
current Jaw. - The statute requires the new system to be cost neutral. Since welfare reform
made substaritial changes to both the TANF and child support programs, these changes and .
their interaction must be considered in determining cost neutrality. Therefore, during the
legislative process, if subsequent cost estimates show that the formula is not cost neutral,
adjustments up or down can be made to the 4.5 percent 10 assure cost neutrality. For
example, if new estimates show a decrease in the Federal share of collections due to separate
State programs and legislation is niot enacted to protect the Federal share, an adjustment may
need to be made.

California’s proposal increases the percentage of the collection base to 8% -- which is not cost
neutral as required by PRWORA.

California Proposal

Estab!zsh a threshold of program complzance for states to receive federal performance
based zncenzzves

Response

PRWORA mgndates that Federal compliance audits be replaced with a system of State self-
assessments. . Together the states and OCSE have developed a strategic plan, performance
measures and an incentive proposal that focuses on and rewards results. A threshhold of
program compliance works against the forward direction of the State/Federal partnership.
Compliance with Federal requirements will be monitored and assured through the state self
assessment and other tools; there is no need for a linkage between program compliance and

| :
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rewarding results. Results should be rewarded, period. States that may have significant
compliance problems will have trouble producing the results that are being rewarded by the
proposed incentive plan and will not meet state plan requirements, which jeopardizes all

- federal funds.

1

'Califofnia i’roposal

Prohzbzz supplamazzon of state dollars with fea’eral dollars as the new system is
implemented.

Response

We agree. .

California Proposal

Phase in the new incentive system over ﬁve years, with the revised system accounting
for 20 percent of a state's incentives in one year, increasing by 20 percent each year
until full implementation is reached.

Response

i
i

~ This lengthy phase in disadvantages high perf&rming states who are hurt by the current

incentive system. This perpetuates an incentive system not based on results but guaranteeing a
minimum six percent incentive despite poor performance. The two year phase in developed by
the State/Federal workgroup was a compromise between states who wanted no phase in with’

“full implementation in FY 2000 and those who wanted a longer phase in.
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consxstmg of 15 State and local IV-D directors and 11 Federal staff representaﬁves from the .
.S, Department of Health and Himan Services. 'The Work Group held a series of meetings
:and worked over a period of three months to come up with the recommendations for the new
*" incentive funding system. :State representatives on the Work Group also consulted with State
+-IV-D programs not represented directly on the Work Group. ' The recommendations of the -:
Work Group represent a consensus (although, not necessarily, unanimous agreement) on the
“new incentive funding system. The report of the Incentive Funding Work Group is attached
hereto "The Secretary of Health and Human Services fully endorses the incentive formula set
+.~forth in the Incenuve Funding Work Group Report, recogmzmg that Work Group consensus :

‘,Health and Human Services ‘makes recommendattons to the Committee on Ways and Means ,
.. of the House of Representatives and the Committee on Finance of the Senate based upon the

- Teport of that Work Group and addresses the nwd for further work m areas beyond the seope
of the Work Group s charter ’

The Work Group s Report mcludes recommendatrons wuh respect to other aspects of
-program funding, beyond incentives, for example, a recommendation that the level of :
" 'Federal financial participation in State program expendxtures remain at 66 percent. Because
_further work may be needed on broader program funding issues, we are sendmg the Work .
Group recommendations forward for consideration by the Congress, recognizing the

: .gsrmportanee of consensus and endorsing the Work Group’s recommendations with respect to o
‘the incentive formula itself, while reserving 1udgment on those -aspects of the recommenda-

between the TANF and chtld support programs under welfare reform. ,Btfurcauon choices 1 ;
"the Federal share of . "‘*’*’g.




0 ~Col!ectlon Base “The amount of potennal mcenme payments available _to
each mdmdual State should be based upon a percentage of its own State

collecnons in both Temporary Assrstance to Nwdy Families (T ANF) cases and
k«ﬂOﬂ'TANF cases. ' However, collections i m TANF cases and f_Q ;r TANF :
cases should be grven more werght e : e P ot

W

o Mamtam FFP ’I’he Work Group reoommends that the Federal Fmancral
Partrcrpatron (FFP) rate for State program expendrtures should remain at ‘66 .
percent. ‘As discussed above, further work on larger program fundmg rssues 1s
needed before commltment to the current level of Federa] fundmg of program




Craiy

the IV-D program 'I'he 1ncent1ves are pard based only ona State s cost effectlveness and allm

This current 4mcent1ve system has been criticized because'lt is focused on only one aspect of

- this mcentrve system has’ no real incentive effect because all States receive the minimum six
percent of mcentrves ThlS incentive system a]so does not reward states for. other 1mportant o

Over the past decade a number of commissions and orgamzauons have recommended the
adoptron of a new performance based incentive system. In 1988 Congress authorized the
_icreation of the U.S. Commission on Interstate Chlld Support to make recommendations to _
Congress on 1mprovmg the child support program. ‘'When the Interstate Commission issued ,
its report m August 1992 it called for a study of the federal fundrng formula and a change of

the incentive structure to one based upon performance. - Other national organizations,

~ -including the National Conference of State Legislatures, the American Public Welfare
Assocratron ‘the National Governor’s Association, and several national advocacy
Iorgamzatrons have a]so recommended the adoptron of : a new performance based 1ncent1ve

:and Independence to come up with a welfare plan, 1nc1ud1ng ch11d support enforcement -
rreform. The plan, detailed in the proposed Work and Responsibility Act of 1994, would
‘have requrred the Secretary of. Hea]th and Human Servrces (HHS) to set performance




partnershlp forged during the Federal Office of Chﬂd Support Enforcement S, pllot of. the
-‘Govemment Performance and Results Act (GPRA). “Earlier efforts of this State—Federal '
partnership produeed a ﬁve-year national Strategic Plan for the child support enforcement -
.program and a set of outcome measures to indicate the program’s success in achieving: the
goals and objectives of the Strategic Plan. - Using the same collaboration and CONSensus-
-building approach the joint Work Group effort between State and Federal partners buﬂt rts

3 iThe new 1ncent1ve system measures State performance in five areas: estabhshment of ST
3 _patemmes establlshment of chlld support orders, collections on current child support due, -

among the Work Group members that these are the five most rmportant measures in . ¢
determmmg the success of the child support enforcement program. “These five measures are
unearly identical to the measures proposed in the major welfare bills introduced in the past
_few years, including the Work and Responsibility Act of 1994 and the Personal Responsrbrl-

ty Act of 1996. The specific equations for each of these five measures were déveloped by
:the Incentive Funding Work Group relymg, in large part, upon the national Strategic Plan.’
“Thus, these measures reflect a widespread consensus among child support professionals’
:regardmg the major factors we ought to be measurmg to determrne success of the chrld




.Thel new mcentxve systcm should pro\nde addmonal monetary payments to States based upon’
State performance for each of the ﬁve [measures. "The amount of incentive for a pamcular :

24

perfomung at the very highest level that we can reasonable expect should recexve the
maxlmum mcennve for that performance measure; and (3) there should be a mlmmum

perfonnance level or any level above this, is enmled 1o the full incentive. for that mwure |
"“The reasons for using an 80 percent standard include a recognition that there are factors -
“-which will make achlevement of a perfect 100% score, whether for establishing paternity or .

«collecting on current support, xmpos51ble “There was consensus that 80% is a level that

.states can reahsnmlly strive to achieve. - For example, in some wage withholding cases;
“because of thc pecuhannes of the calendar and paymcnts cycles, payments may be atmbuted

“"A,:to arrearages. In the last formula, where there is no upper. limit, the maximum incentive is
.- +achievable at a cost/cffectxveness ratio above 5 0 (1 e, $5 of chlld support is collected for
L each $l spent to collect n) :

1

:,.pnor year’s performancc that xmprovement would entxtle the State to some mcennve
:'fundmg, though never more than half of thc maxzmum moennvc possxble. (The cost

rev1ewed %anc_i ad]usted 1f necessary 5 Should actual expenence demonstmte fox example,
that the majo ty of States easxly achneve the haghest perfonnance standard in. a'partlcular
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. ‘ﬁtotal arrears 'dollars collected because States have very dxfferent methods of handlmg certam
- aspects of arrears cases such as thexr abxhty to write off bad debt or- debt whxch is almost "2

effectweness 1s”the only measure ‘on which States are

5 «; 4{a




made substanna] changes to both the TANF and child support programs ‘these changes and )
'thexr mteractlon must be oonsxdered in detcrmmmg cost neuuahty Therefore during the

adjustments up or down can be made to the 4.5 percent to assure cost neun'alxty For =
example if new ‘estimates show a decrease in the Federal share of collecnons due to separate
Statc programs and legxslatmn 1s not enacted to protect the Federal share an adjustment may




A
o

expenenclng with the current formula Wthh w1ll be exacerbated in the future Ftrst those
States for whom a large percentage of the caseload is non-TANF are effectlvely belng

:penalized because they cannot count all of their non-TANF collections. . This:may not have
‘been a problem when the cap was first establlshed but as States are successfully moving .

» people. off of assistance, -the effect of the cap. is aggravated. "Additionally, it is possible | that
‘the number of assistance cases will decrease over time as the implementation of welfare
-..reform moves people toward sclf-sufﬁcnency The result of this success would be a smaller
~-and smaller number of incentive dollars available to the States. A related result of cappmg
ithe non-TANF collections is that States have less incentive to work non-TANF cases once’
the State has reached the cap. The Work Group felt that States ought to be rewarded and
encouraged to work all cases. “Therefore the incentive base ought to include all non-TANF
collectxons wlthout a cap as well as allowmg States to count lntcrstatc collectlons :

The Work Group also felt that 1t was especnally 1mportant to ensure that states cont:nued to
have strong 'incentives to work TANF - cases and former TANF cases. " Collection of .child

+'support for these groups is especially 1mportant to assist TANF recipients to leave welfare
and to help ’them achieve self sufﬁclency SO that they do not return to welfare Slnce

_cases, and non-TANF collections are rising at a faster rate, it is sensible to provide a heavier
emphasls on collectlon 1n TANF and former TANF cases. In addmon collectlons in TANF




child support program can end up being used for other purposcs. The Work Group strongly‘
recommended that States be reqmred to remvest federal dollars nto the child support

L collectmns and patermty establxshment has reached record lcvels : LYet we snll have a long
way to go to 1mprove the program o where 1t should ult:mately be The PRWORA reqmres




: %We recogruze that Work Group consensus depends on adoptton of all their recommendauons :
'We fully endorse the elements of the formula 1tse1f However the Work Group mcluded g

needed on broader program fundmg issues, we are sendmg the’ Report forward iwrth a
commitment to working with the Congress on broader funding issues arising from the
’changtng nature of the relattonshtp between the TANF and Chlld support programs under

whrch 5409 million is pard 10, States in incentives: '}We will work with the Governors and the
Congress to rdentrfy approaches that w1l] ensure that States do not use the ﬂexlbrhty provnded

2




greétly xmprove the pport

Attachment Incentwe Fundmg Workgroup Report to the .
Secretary of Health and Human Semces '
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: new mcennve fundmg systcm for the States which is to be based on progmm .‘performance :

*m

lcrrculated ns decrsmns and recommendatrons among all of the other Statcs reglon by regron ,
‘.and got fwdback and reactxons to declslons whlch were thcn mcorporated mto the dlscussron

: The recommendanons of the Incentwe Fundrng Work Group were bullt on the earlxer
efforts of a joint OCSE-State Performance Measures Work Group, ‘which met between March
1995 and July '1996. These efforts grew out of the work that had been done by OCSE and ’

-ithe States, as part of a pilot program for the Government Performance and Responsibility
~Act to develop a ﬁve year National Strateglc Plan for the Office of Chrld Support

“be used to evaluate each Statc s performance and measure results in the Child Support

. “Enforcement: program ‘These measures emphasnze paternity establishment, support ordcr

..estabhshment collection of current support, collection of arrearages, and cost effecuveness

_“Incentives would be paid to the States based on each State’s weighted scores on each of these .

.'measures and calculated and paid as a percentage of the State s child support collecuons :
“*’The detmls of this. formula wxll be dxscussed bclow.




payments to: States based upon St.ate perfonnance for each of the. ﬁve 2
-smeasures. ‘The amount of incentive for a partxcular measure should be based
aupon estabhshed standards of performance.

collectxons in- both Temporary Assxstance to Nwdy Families (TANF) ‘cases and
non-TANF cases However, collecnons in TANF cases and mxmg: TANF Ry

femvested m the Statcfcmld support program‘ *
Y i ; ‘

AR

programv expendntures should remam at L66'peroeﬁt.




fundamental prlnClpleS Wthh would gmde their dxscussxon and dec1s1ons %

,..«- .

'f-f‘e\ 3
x**'t*' N

equxres that mcentxve dollars and.Fedcral matchmg fundsﬁ

éi:““,'%*‘ ME
)
mcludcs a mechamsm that wxll allow the comrmttee or the Secretary to revxew
3and change the formula in the future 1f necessary based ‘on an evaluanon of

.« LG

performance in a spemﬁc ‘program, area (patemxty, order estabhshmeat current support f;s L

‘collecnon arrears| coliections, and cost ‘effectiveness) is ‘measured using a mathematlca;i

e - .

o
s

e Ve

2. /All Statcs that achxeve perfonnanoe above a specxﬁed r’mmmum




payments may be attnbuted to arrearages.l “In the last formula, where there lS no upper hrmt
the ma_xrmum mcennve is achxevable ata cost/effectweness ratio above 5.0 (i.€,'$S:

- .In Februar},"l995 the Federal Office of Chxld Support Enforcement and its State
~npartners achieved consensus on the adoption of a' National Strategic Plan for the program.
. 'The Plan oonsmts of three ma_;or goals, as well as a number- of ob;ecttves for each of the

After developmg the goals and ob_;ecnves for the Strategtc Plan the next step was to

. develop performance measures which would be used to measure results and the program’s :
-success in achieving the goals. and objectives. "A representative group, including some
'members of the ‘Core Team that developed the Stmtegtc Plan, Federal staff and State

i " "The Incentlve Fundmg Work Group based much of tts work on the groundwork done
’by the GPRA Performance Measure Work Group ‘The paternity establxshment measure is 7




recognmon that a State ach:evmg a very hxgh level of perfonnance wﬂl have a much harder
time 1mprovmg ns performanw than wxll a State at a lower level and must invest substanual

0

There were .




passage of the Personal Responsxb ty and’ Work Opportumty Reconcxhauon Act of 1996 'the
Child Support Enforcement program is hkely to change dramau&lly in the next few ycars :
The effects on TAN'F and non-TANF aseloads are uncertmn. _This hmxts the rehability of

" “incentive payments will be made be reliable. " While automation should 1mprove the quahty '
of the data, OCSE's audit staff will need to examine how the States are reporting data and -
‘help the States achieve’ rehable data repomng Thxs is anumpated under PRWORA in ncw

i Enforcement program’s effort to put children first It has tried to ensure that cmldren are
: served equitably -and without discrimination by maintaining a balance ‘between emphasmng
o the needs of TANF recxplents large and srnall States, mterstate and mtrastate cases, etc.




fundamenta] pnnelples, tt tried to keep in mind some reahstxc constramts and process
eonslderattons in its dehberatxons. They wanted to recommend a formula that could be )

group’s reeommendanons.

wt

~on performance Because the current system is not. performance—based each State i is:
guarantwd to receive a minimum of 6% of collections i in incentives. By moving- toa
formula that is based on performance and, at the same trme, 1s cost neutral for the'

There must be built in ﬂexxbthty to change the system (based on consultahon with: the

. “States) if it is not working properly. If unintended consequences are discovered, the ' :
’fsystem should be changed. “The world will change dramatically under welfare reform
"and the proposed formula mxght need to be changed because of that. ~‘Also, in the .+
future wrth welfare reform n 1s possxble that the a measure could be developed to

: "There should be as much advance nonce to States as possxble to aﬂow for propcr
preparanon planning, and performanee improvement. ‘Advance planning time is .
---necessary for budgeting purposes, for example. States need time to prepare for and el

- .achteve data rehabrhty There wxll be an mcentwe for States to clean up their

\those States that are makmg proﬁts on the led Support Enforcement program
“without returmng these ‘benefits to the program. . The ' Work Group also felt that'it: ‘was’
'xmportant to- mmntam the current level of federal ﬁnanclal parttcxpanon (FFP) at; 66%




. "A‘States want t.herr performance to be Judged and compared thh thelr own performance' :
Jin. the prevxous year. ‘These- measures are constructed to compare a State’s performance o -
rtself not to, a natronal averag

ot

. In each case. there i is an upper threshold for each State to achleve, most often set at :
80% (and 5:1 ratio of collecoons to costs for-the cost effectiveness measure) Any State that
" .achieves this performance level, -or any level above this, is entitled to the full incentive for . .
- that measure. ' The reasons for the 80% vary across the measures, but in general they mclude
.a recognition that this is a level that States can reahstxcally strive to achieve. At the same . -

trme the 80% recognizes that there will always be some cases in the caseload whroh for a
- m\ararxe:ty of rcasons, will :be xmposs:ble to work successfully

AL the lower end of the sea]e in each case there isa mrmmum level below which the "
group felt that performance should not be rewarded unless a State demonstrates a substantral

?fimprovement over the prior year's performance ‘The group believes that substantral |

\1mprovement should be recognized with some incentive funding, though never more than half

of the maxxmum mcennve possible. (The cost: cffecnveness measure is the exeepnon to thrs,‘




ﬂwedlock the patermty of whom has been estabhshed or acknowledged bears to: the~

g

tota] number of chxldren in the IV-D mseload as of the end of the precedmg fiscal |

‘Total # of Chlldren in IV-D Caseload m the Fnscal Year or, .
. at the option of the State, as of the end of the Fiscal Year who
wre m t fw ] with Paternity Es Ilhedor-Ac

This measure is umque among the ﬁve mmures in that by statute .,there: (
;:unently pcnalﬂes based on the patermty masure. States are requlred»to nmpmveﬂlcxr

vimproved perfonnance over the prewous year."
”:A should be subject to penaltles and be ehglble for mcentxves at the same nme.

performance even if they were subject to penalues because their performan" e
1mproved o the extent requxred 10 avo:d the penalty “An’ example 1llustrates the ratwnale for




b year; it would be subject to. a penalty for not achne\qng a 2% mcrease in perfonnahce T}ge
: Incentxvc Fundmg Work Group felt that the State should be rewarded for lts hlgh level of

e

Perfonnance Level
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-COLLECTIONS ON CURRENT SUPPORT'
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.
i

Total Dollars Owed for Current Support in IV-D

JRRIN

' measures. However the lower threshold 1s 39% for th1s measure as opposed to 49% for
' the prevxous measure T!ns lower threshold is based on an exarnmat:on of. current collecuon

;nf

A

79% (mcreases by}l% mcrements)
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: Aarmrage dixe Wiule the gmup wanted to emphaswe the 1mportanoe of collet:tmg regularly
the current support ‘due to a‘family, they felt that it ‘was 1mportant tommclude
assessed the efforts tobdl.lect‘agr&rsﬁ owed.” : 7 :

;found no tenable method for. oomplete]y levehng the playmg field among the States »The ;
measure selected comes as close as possxble In this measure, the .group. recogmzed the

ing oward
D cases wuh arrears due
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tota] costs and collectmns are measured the_re is no provxslon for‘separatxng

et
\,.;r,">

. 4.50 -'4.99

[ 8.0 -14.49
3.50 -'3.99

POE
e

Thw. is: the" only ‘measure for whlch there is no mcennve gwen below a spe(:lﬁc




}'ensure that the amount of i mcentwe money paid out under the new formula approxxmates ‘the
*""amount that would be paid under the current system. Minor adjustments can be made in’the
percentages chosen 1f necessary when ﬁnal CBO projecuons are made. :

‘.

| A

It should be noted that the wenghnng of the measures is one of the areas that _people
felt mnght need revxsmng after the program is in effect for a few years At that ime, 5
- :simplicity may dictate giving all measures an equal weight.  Or, on the other hand, the Child .
" Support Enforcement program may seek to emphasize one aspect of the program over others
Shlfung the wexghts of the measures accomphshes that aim.

INCENTIVES BASED ON COLLECTIONS

'I‘he current incentive system is based on total TANF oollecnons a.nd non-'I‘ANF

collecuons capped at 115% of TANF collections. Non-TANF collections, as currently
: defined includes collections from former TANF cases. There are several problems that
‘ States are experiencing with this formula whxch will be exacerbated in the future. ‘First,
.7, . ~'those States for whom a large percentage « of the caseload is non-TANF are being penallzed
_because they cannot count all of their non-TANF collections. This may not have been a
' problem when the cap was first established, ‘but as States are successfully moving people off
of assnstance ‘the penalty connnues Addxuonally, u is possible that the number of assnstance

assmtance cases and' collecuo:is which would result in fewer incentive dollars avaxlable to the
States. Another result of cappmg the non-'I‘ANF collectlons 1; that States: have' less mcentxve

......




S 1

_INCENTIV E FUNDING WORK GROUP REPORT TO 'l"HE SECkETARY OF:

oollecnon m ’I‘ANF and former TANF cases is generally more dxfficult,;than in non—'I‘ANF
+CASeS, and non-TANF collectmns are Tising at a faster rate, xt 1s sensxble to provrde a heavxer
' emphasrs on oollect:on in TANF and former TANF: cases. ™ In addition,’ j“"'TANIﬁ-‘ k.
. Cases provxdes direct savings to the State and Federal govemments ‘Therefore, ‘th :

~.Group recommends addmg collections made on former TANF .cases to collecu0né ro 3
TANF cases and doublmg these collectlons in the formula to gwe them extm emphasxs This

435 3

not mclude ‘former TANF

guaramees a xmmmum incentive to everyone, regardless of perfonnance, toa system that is
based on rewarding performance, some States will receive lower incentives. To mitigate the
“loss of incentive funds that have been used to fund the program over the years the group -/
-:recommends that the new formula be phased in over a one year period. “To accomphsh this,
“for fiscal year 2000, a State would earn half of what it would have earned under the old
incentive formula and half of what it earns under the new proposed formula In ﬁscal
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_ Minnesota
‘Dianna Durham-McLoud

‘Tony DiNallo - =~ .7 . .C i T T o)

‘Illinois, Secretary/Treasurer, NCSCSEA
B Y 'j‘ be . ;“r :,@.g_‘»; v

Wally Dutkowski """ viMichigan - . - s ftagn e
Jerry Fay 4 -5+ 0550 - Massachusetts, Vice President, NCSCSEA
‘Leslie Frye "3 " California, ‘Past President, NCSCSEA ' '
~:Jim Hennessey .- %" lowa, President, NCSCSEA it s
* ~‘Gordon Hood | . Louisiana . i -, i
" ‘Theresa Kaiser ~ 27 ' ;
. CIiff Layrhan
:-Joyce McClaran
‘Nancy Mendoza
Doris Sims ..
Glenda Straube

S. Department. of Health and 'Human Service
‘Administration for Children and Fariil
‘ d ort, Enforcement




" 7have sought assistance in. securmg support whether’ such children resrde wtthm the
,f,State or elsewhere and whether or not they are ehgtble for assxstanee under a program

.each fiscal yw, ona quarterly basrs (as described in subsecuon ) of this- sectron)
B begmmng with the quarter commencing October 1, 1985 an mcentrve payment in an
amount determmed under subsectron (b) of thrs sectron. , ’ )

. 4A) 6 percent of the total amount of support collected under the plan durmg
-:the ﬁscal year in cases in which the support obligation. involved is assigned to the
. ‘State pursuant to section 608(a)(3) orsection 671(a)(17) of this title (with such total :
~‘amount for any ﬁscal year being hereafter referred to in thls sectron as the State S. tttle
1V-A collections”’ for that year), plus

" #(B) 6 percent of the total amount of support collected dunng the fiscal year m

all other cases under this part (with : such total amount for any fiscal year being -
hereafter referred to m thts sectron as the State’s “non-tttle IV—A eollectlons"for that

,collecttons or non-title IV-A collections for any ﬁscal yenr, the percent spectﬁed tn
.paragraph (1)(A) or (B) (wlth respect fo such collections) shall be increased to the
'hrgher percent deterrmned under such subsecnon (wrth respect to such collectxons) in’




. 7"i(4) The Secretary shall make such addmona} payments to the State under thls :
part,. for fiscal year. 1986 or 1987, as may be necessary to assure that the total amount
.of - payrnents under this section and section 655(a)(1)(A) of: this title for such fiscal i
Zyear is no less than 80 percent of the amount that would have been- payable to. that
State and its pohtml subdl\nsrons for such ﬁscal year under thlS sectton and sectmn

- ;.:any fiscal year bemg hereafter referred to in thls sectton as the State's “‘combmed t1tle IV-
A/non-tie IV-A administrative costs’* for that year) which is equal to or greater than 1.4, %
_ the relevant percent Speaﬁed in subparagraph (A) or (B) of subsectron (b)( l) of thls secnon
E'(wlth respect to such collecuons) shall be’ 1ncreased to-—- R
o = (l) 6.5 percent plus

except that the percent so specnﬁed shall in no event be mcreesed (for elther title IV-”
A collections or non-title IV-A collections) to more than 10 percent. For purposes of . ;

“‘the precedlng senténce, laboratory costs incurred in determmmg paternlty in any fiscal '
year may at the optmn of the State be excluded from the State $ combmed cornbmed

colleeted by ‘one State at the request of another Staté- shall be treated -
.as ‘having been collected in full by each such State, and any amounts




which adjustment h ( n
the making of any estimate by the Secre
sentence, ‘any appropriations available

shal be deemed obliga
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shill provide addiional payments i any State based on such Stat’s
performance under such a program. N later than March




i
i
|
}

~ OFE

CEC

| ,DATEV: “5// ?,/ / 7 ‘

U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES
200 INDEPENDENCE AVE., SW

WASHINGTON, D.C. 20201

_EAX: (202) Aon-7380

THE AS lSTANT SECRETA Y FOR LEG!SLAT[ON

- ROOM 416-G. HUMPHREY BUILDING

1

" OFFICE

PHONE NO.

- FAX NO

TOTAL PAGES |

s

HSe-55%l
D 1‘

)

_ STEPHANIE WILSON

FROM:

]. RICHARD J. TARPLIN

A’kF'HELEN MATHIS .
' KEVIN BURKE

'SANDI EUBANKS BROWN, .

ROSE CLEMENT LUSI

HAZEL FARMER

i
|
i
!
!
|
(INCLUDING cov
a
I
i

REMARKS T

T8 d IB$SBS?6

.ol

WOM-d  8Bb:bT  L66T~6T-abW



- TESTIMONY OF LESLIE L. FRYE "
HOUSE WAYS AND MEANS COMMITTEE
- ~ SUBCOMMITIEE ON HUMAN RESOURCES
C - MARCH 20,1997

1 want to thank you, Mr. Chairman and members of the Subcommittee for the opportunity
1o provide California’s perspective un the Secretary’s proposed performance-based incentive
system for the Child Support Enforcement ngrm As we understand it, the proposal goes far

beyond the Congressional intent to develop an incentive system that rewards good outcomes and -
in fact encourages states to recruit middle class familics, never dependent on public assistance and
never hkely to be 50, into their programs in order to maximize federal child support incentives.

Asy you know, the Secmary of the Department of Health and Human Services (DHHS)
was directed by Congress in the Personal Responsibility and Work Opportunity Reconciliation
Act of 1996 (PRWORA) to work with state IV-D diccturs to develop a performance-bascd
incentive system for states’ Child Suppoﬂ Enformnent Programs and report on the proposa! to
Congress by March 1, 1997. '

This pmposal does outline a broad-based incentive system which focuses on key program
outcomes. These outcomes are paternities established, support arders established, crrrent
support collected, arrearage collections and cast effectiveness. We agree that these arc
nppmprme outcomes to be memmrcd for the purposes of paying incentives.

How:ver the proposal also changes the way col!ecncns are wuuted for incentive purposes
in 2 manner that is contrary to the principles underlying the PRWORA and that will lead to
financial pressures on states to expand their Child Support Enforcement Programs to encompass
all cases in the state, including thosc familics who have never had to interact with government in
order to pay or receive child suppoit. Indeed, thoss states which already have ncar-universal
government programs for child support will recéive huge windfalls of incentives under the
proposal, while states which historically concentrated on poor and acar-poor families will lose
federal incentive revenue, compared to the current system. California stands 10 lose iwo-thirds of
its federal incenuvea, nearly $60 million, if the proposal were implementcd this year -

: ‘l'hc cummt incentive system recogmzes only one petfomncc factor--cost cffectiveness—-
and fimits incentives on “non welfare™ collections to an amaunt equal 10 115 percent of “weifare”
inventives. The rationale for this limit is to ensure that states will focus on the more dtfﬁwit less
'Wmm&ueﬂngmﬁdmppononbdwofmemm&m :

The proposal broadens the relevant performance factors and removes the Jimit entirely on
incentives for “never welfare™ familics. It does weight collections for welfare and formerly
welfare families. Despite this weighting, states with significant propomons of “never welfare”
families in their current cascloads will see their collections base, against which the incentive rate:
wil be appl;ed, triple or more overnight. In order to keep the proposal cost neutral overall, the
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aihcr vanah!e inthe cquaﬁon—othc incentive rate jtselif-must be lowered considerably, and it is thls
. change that harts states such as California. California will pot sex its collections bose increase to
anywhere near the extent of states with high ratios of “never welfare™ collections. Therefore,
Californis is hurt by the proposal due to its demographics and program pohcy to focus this
gnvunmtmcennthcnmtneedyofﬂsmg!epuemﬁmdm _

Otie way that California could nungatc the impact of the Secretary's proposal would be to -
amend state law to make it increasingly difficult for individuals to opt out of the govemmental
child suppost collection program. By recruiting “never welfure” familics into the IV-D program,

- we too could benefit from eaming incentives on collections for middie class families, which
generally are casier to make and higher than collections for poor families. From a public policy.
point of view, howevey, we think this is wrong. We believe that Congress did not contemplate, in
the PRWORA, creating a universal Child Support Enforcement Program. The demands on the
JV-D program as a partner in helping families reach and sustain self sufficiency are significant, and

 itis mward these famxlbes that we believe our effort and our resources should be directed.

Mixmg the issue of removing the limit on “never welfare” collections with the
performance-based incentive system skews the results so that some states, notably those with
" near-universal child support programs, would receive mare incentives for poorer perforoance, -
while states with greater proportions of welfare or former welfare familics in their cascloads may
. not ever be able to eam incentives at the wmnt rate, no matter how well they perform.

* Becausc the new incentive system must be cost neutral compared with the curn:m system,
the rate at 'which states can eam incentives must be lowered substantially from current levels to
accommodate the huge new hase of collections eligible for incentives in states that are now
affected by the limit on non welfare incentives.  Since Califoria does not gain much, if at all, from
removing this limit, it only loses revenue due to the reduction of the percentage incentive rate. i
could aclneve undes the pmposcd system

Only four states arc particularly hurt by the removal of the imit on “never welfare™
incentives.. All have historically collected propostionately more for their welfare dependem
customers than have other states. They are California, Connecticut, Maine and Rhode Istand. In

 each of these states, “welfarc” collections account for 40 percent or more of total collcctions.
States which stand to gain the most from this proposal are those sta(cs where welfare collections
gccount fot 20 percent or less of total collections.. In a letter to Secratary Shalala dated
February 5, 1997, California Department of Social Services Director Eloise Anderson said, “I
cannot mgport @ proposal that has such a disparate and irrational effect on states.”

There is a great deal of consensus within the IV-D commuaity for two aspects of the
Secretary’s proposal: developing 8 performance-based incentive system and removing the limit on
incentives for collections on behalf of former welfare recipients. We share in this consensus. -
However, the issue of completely removing the limit on incentives for “never welfare™ families has -
not been widely discusscd and there is oo such consensus. We recommend that this policy issue
be xhnmushly considercd by Congress and within the IV-D community before it is adopted Ata
tmmzm:m, :i' Congress bekcves mmmug the limit has mexit, it should be phased out. in order to

i
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- address cost peutrglity. Otherwise, m.ws with higher proportions of welfare collections will bc
umvoxdably burt 5o that other siates can seceive windfalls.

It is our ﬁmher recommendation that the performance-based system itself be phased in
over a period not less than three years. Under the current time frames in the PRWORA, the new
incentive system must be in place for Federal Fiscal Year 2000, whicl begins on October 1, 1999.
The base year for developing the data on which incentives would be paid is Federal Fiscal Year
1999, which begins on October 1, 1998—just over 18 months from now. Itis extremely doubtful
that data definitions and reporting procedures can be standardized fully within that time frame,
and it is extremely important that states be measured on a level playing field if the new system is

to bave integrity. 1fthe new system is phased in over three years. states will have a longer pesiod
" of time not only to retool their programs to succeed under the new system, but also to work out

‘the disparate definitions and the reporting problems that have plagued the Child Support
Enforcement Program for so many years.

In conclusion, } ask that the Subcommittee consider carefully the whole of the Sccrctary’s
proposal, including the removal of the limit on incentives for “never welfare™ collections. I know
that there are always going to be “winners and losers” when an atlocation methodology is changed
within the constraints of cost neutrality. However. 1 am concerned that the real losers are likely
to be the very families Congress intended to help toward self sufficiency in the landmark

legistation passed last summer. It would be a shame if the incentive system for the Child Supboﬂ
Enfomement Program subverted that cffost.

1 thank you for the opportunity to present our views and T would be happy to answer any
questions the Subcomnutxcc members may have. -

|
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answoer); or :
{2) sending us 2 memo or letter .
Pisass include the LRM nugnbar shown gbove, and the gub]s:t shown below.

TO: Melinda D. Hesking Phone: 395-3923 Fax: 395-8148

Ofilce of Management sad Budget
Brench-Wida Line (to reach logislative sssistant): 395-7362

FROM: 3/!'«}-qu’ o _(Dste)

Cyrithia Kice  wimo
LUHO(AM DPC-— : (Aéem:y)
Q/ S 6 - a ? ‘/4 \(Tolaphon.e]

The following i3 the reponse of our agency to yout request for views on the above-captionad subject:
. Conew L : |
Mo Objection

No Commont

_K_. Seo Pfopostd -odits on psges 5 + l

Y

Other:

y FAX REI’URN of 3 pages, attached to this reponse sheet
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A \ ,f*nts and s rengthened
2 Fesulting in chi supnort
206 "In 1993, President Clinton proposed, and
CBNgress adop 1, & requirement that states establish hospital-
based paternlty programs as a proactive way to establish

paternities early in a child’'s life.  PRetsxpiey—ostabiichmest
ra:es~have—rrse@—dramattcai%y—Tn—theﬁéesenfaur-years——near?y

A series of Preszdentlal dlrectlves and executive orders ‘has made
the federal government a model employer in the area of child
support enforcement, directed the Treasury Department to offget
child support deébts against most federal payments, and sent a
strong message through a variety of méans, including "Wanted
Lists" in Post Offices and Internet links, that failure to pay

¢hild support will not be tolerated.®. Ti ™,
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LAM ID: MDH38 SUBJECT: HHS Testimony on HHS Report on Child Support Enforcement

Incentive Funding

S RESPONSETO
LEGISLATIVE REFEBRAL
MEMORANDUM

If your response to this requast for views Is short (e.g.. concir/no comment), we prefer that you raspond by
e-mei! or by faxing us this response sheet. [f the response; ls short and you prefer to call, please call the
brench-wide line shown below {NOT the snalyst’s line) to leave a massage with e lagisiative assls:ant

You may elso respond by. ; :
{1} calling the anaryst!auomey g direct ling (you will ba connected to volce mail If the anelyst does not

answar); or
{2) sendingus & memo or lmer
Pisass Includs the LRM number shown above, and ths subjact shown below.

TO: i Maﬂndal} Meskins Phona: 395-3923 Fax: 395 8148
Office of Msnagamaent and Budpget

Branch-Wide Line (to reach legislative assistany); 395.7362 ’ RTE—I
3/‘?’/47’ - (Dste) o Coa@ .
Cynthia [ice Name) COP\/
(A/ HO(AM D PL (A‘genéy) | . S{Nr G : [_S
YS(- 25 (Tetephonel /b,

FROM:

The following Is the teponge of our agency to your requast for views on the above-captioned éubject:
e Concur  : : : 'e. ‘ o Ny '
S N§ Ob}ectién o g’& () ‘ 3 %
— _No Ccmmént ’ o , '@\}\
_K__ Seo proposi’od edits on psges 5 + l g . a

- Other:

¥ FAX RETU?!N of 3 péges, attochgd to thig r'ef:onse shast
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LRM ID: MDH38

TO:

FROM:
OMB CONTACT:

SUBJECT:

};4 PM mnaay, March 17, 19977

EXECUTIVE OFFICE OF THE PRESIDENT |
.. OFFICE OF MANAGEMENT AND BUDGET
: ~ Washington, D.C. 20503-0001

Friday, March 14, 1997

E

LEGISLATIVE REFERRAL MEMORANDUM

ﬁéglslativa Liaison Officer - See ‘Diétribuﬁon below

Janet R. Forsgren (for) Assxstant Dtrector for Legislative Reference
Melinda D. Haskins
PHONE (202)395-3923 FAX: (202)395 6148

t
HHS Testimony on HHS Report on Child Support Enforcement Incentive
Funding ) -

DEADLINE

r —_

In accordance wuth OMB Cnrcular A-'l g, OMB raquasts the views' of your sgency on tha above .
subject before advising on its relationship 1o the program of the President. Please advise us If this
item will effect direct spending or receipts for purposes of the "Pay-As-You-Go" provigions of Title
Xill of the Omnibus Budget Reconcilistion Act of 1990,

fr

COMMENTS: Attached is HHS (Ross) testimony on the Administration's
recommendations to revamp the child support incentive payment system. This
testimony will be glven on March 20th before the House Subcommittee on Human

Resources.

DISTRIBUTION LIST
AGENCIES:

".

S-AGRICULTUREJCONG AFFAIRS - Vince Ancell (all testumony) - {202} 720-7095
61-JUSTICE - Andrew Fms - {202) 514-2141
118-TREASURY - Rlchard S. Carro - (202) 6220650 '

110-Social Security Admmlstrahon Judy Chesser - (202) 368-6030

EOP:

Kenneth S, Apfel -
Cynthia M. Smith
Richard E. Green
Barry White

Keith J. Fontenot
Selly Katzen

Michaal A, Firzpatrick
Wendy A. Taylor
Maya A. Bernstein

omd LA

H.
John E. Thompson
Elena Kagan
Cynthia A. Rice
Oiana Fortuna
Walter S. Groszyk Jr.
: James C. Murr
' Janet R. Forsgren
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M. czmmanduiemmofmemmmm- T want 1o thank you for giving me the

opp:.mumty w mstify todsy on ) the Admlmsmuon s momndations for revamping the
lncemivc sys:em for Sutc ¢hild suppon enforcement prom:ams Thc Adminlsmum i
commited to timely and cffective implementation of the new welfare reform law and we view

the incentive report a8 an important early step in our efforts.

\",
:

m Administration md this Commitee are 1n full agm-.m:m that child support s an g¢ssental

| part of welfare mfoﬁ;.' It sends a message of mpnngibility ko hoth parents and is & vital part

of moving familles toward work ang self-mmciency Once families have atrained

! independence, child sunpon can keep them from falling back onto pubﬁc assistance rolls.
~Child mpponalsonctsasasafety netto:murcthnxamglcpucntfunﬂicsdontneed

 assisance m the ﬂrs:plaoc ‘We are proud of this' Amnnistration s record on chud suppon

| cnforwnem and anxmus‘iy awsit. the positive results that the new provisions mn bring ©

 Prestdent Climon hﬁmde improving chilq support enforcement and increasing child support
collections a top pﬂo%ity. Since :ahng office, Pmidénx Clinton has cracked down on non-

! paymg parents and sﬁ'ensthemd ehild support anfoxcemm, resulting in record cluld support

ml]ecﬁom Fhe Iusrice Departreent is investigating and peosecuting cases where parents cross
th areswit,

state lines o avoid payment urder the Child Support Recovery Ac! ,In FY 1996, $12 billion
in child support was collucted on bchalf of the chlldrcn of Ama'xca This amount exceeded the

mmm ] Budget projua_olx: of s‘bs bmion and rcpresented a 50 petcent mcrease in ctuld

'Ercu ‘\fv’f— more S(’r\k’hwo crhn% /’faom-mghadwq Iy
adhOns m 0B8R A Mg)exc-cwh ve oza'lws cmd) mrlw'h -
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support collections since FY 1992 Sirce FY 1992, the number of paying child support cases

' ~ hus lucreased Ly 36 pcn_cm T’l\e&e awomphshnwnts are impreasive, hut projections on the

impact of the new provislons wll us they are only the beginning

: »
Thé Personal Respozﬁibﬂity and Work Opportunity Réeéoncﬁiaﬁon Aét' (PRWORA) includes
the wugh child suppon measures President Clinton called for from the start and chﬂd support
vaforceiucot at the Fedcml and Stats levels is being transformed by the these measures. Many
Smes have already mkzn steps to implemen: the new federal requixmnzs. Forty-three States
have license revocaﬁon Programs in place, Thirty-five States have recently emmcd the
Uniform Inzerstate Pamuy Support Act. And twcmy-su States have adopzed some t‘orm of

reporting of new hlren

t

X
»

. Atthe Federallevel, we bave made great progres in making the expanded Foderal Paren:

I&wcr Service (FPLS) a reality. We have entered into contracts with several nationally
recogniwd and respected vendors to help us damgn and develnp :hc expanded FPLS, manage

he project and cnhance our quaﬁxy ASsurHe cffutb, and uxsist us wlth pwvxdmg Lrahmxg and
technical asniszanse to 8181 BECICY USErs. *

Finally, as required nnder PRWORA, we worked with the States to develop a pew incentive
funding structure that rewards results and mbmi@d our Child Support Enforcement Incentive
Punding Formula xcport to Congress last week. That report is the focus of my testimony

today

5
2
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I am happy to report th.-.t since my last appearance bcforé this Commimee on Sepu:mhcr 19,
1996, our collnboraﬁve effort with the States to develcp a new incentive funding system for
the child support cnfomcmcm program has been mccessm The joinﬂy-developed revenue
pentral incentive ftmdmg proposal is tough and would push States o {mprove pczfammnce
This formula will e.muzc good vulvmes for familics n.ml haz 8 brogd conscsus nmuns the

Smns and mhcr child support enforcement slakeholdm

The current imennve funding system is based on mxumnng child support coll&tions relative
to administrative oosts A minimum incentjve payment is made to all States regardless of
pertorm&ncc:is good or poor. Currently, Stiws can rup {nefficlent programs and stli
receive large amounts in incentives. Wc all xwagnizc ﬂm this does not create a significant
menﬁve for the achievcmcm of pmgram goals. An u:proved results-based incentive system

would takg into a::connt other mmurablc program resuits such as paternity establmhmnt

, O:dexawblum:nkpndwuccuom. B

A

' Our effort 1o develop a perfurmnce-hased incentive syatcm davetmlad with our thriving Stare»

Pedeml parttmth:p and mir cﬁ‘ort n hemmc A mxhs-nﬁemed prngmm A% cnvinmcd by :he

Guvarmm Pt:xfurmmc and Rcsults Act (GPRA) o:f ‘1993. OCSE has compkeed the

i
£
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 2'year pilot phase of its implementation of GPRA 'duﬁng which we forged a Federdl-State

parmership that has socomplished much. T would like t briefly highlight our

accomplishments.

Fedc:ajl'and State parmers have dzveloé;;ed and reached counscnsus on a National
Stmteéic Plan with a mission, visian, gmln and ohjectives.

Feders] and State partners reached cansensus on outcome measures for eech of
the St!jiitcgic Plan goals and objectives so that progress can be wacked.

i
k

‘ Thc n&jorlty of States h’ave enrered lmo pmncrshlp agreements with ACDE

chional Umces mat deaﬂ pcrformnme goals :echmca! ass:srancx: initiatives,

and a Rhared commitmem 1) worhng mgethez

5
i

OCSEnnd the sssoclation of State child sﬁ_pport program directors have entered
1
into a pmrsmp agte:mcm that emphames communication, Jomt planmng,

and co-respons:hﬂuy for i unprovmg Amenca s child support enforcemem

‘~ 1.
o) ' ;‘:":. .
)
b e
&
e
5

Butlding on this new:foundatlon Of parmershp with the Staies forged duting the GPRA pilor,

we convened & group of State and Federal partners to meet the Congressionﬂ charge to the:

Secretary of HHS to thange the incentive funding system. The workgroup iccluded 15 State

S8°d

’
§
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i

and loc#l child suppan directors and 11 i*édleral cemral and regional office representatives.

The workgroup met I?ove.mhcz through JM. of fﬁc 14 Statc dircetors. 10 agreed to
ruptaun?\gnly Lhcu uwn SM but also other States lntheh reglon. After each workgroup
mecting, the Aro:p:ese!imﬂves consulted with the States i their region and brought that fwdhack
10 the BeXt mesting to assure the broadest possible consensus. Progress of the workgroup was
qlsd shared mmm‘.ésmerm 'P;ublic Welfare Associstion and advocacy groups.

The workgmup devoloped an incznﬂve funding formula that rewards States for their
performance in five cnuc.al areas: paternity esmbushment support order establishment,

collections on current support, collections on support pasx due (arrearages), and cost

cffccuvoms. These measures are consistent with tb: legxslated mission of the program and

Ux Strutepic Plan mﬂ ity outcome easurcs. There Is mn consensus from State parmers that

these measures upregent the appmpdate focus for the program,

e
£
#
s

i

The workgroup alsn estnbliehed performance mndarﬂs for each of the measures. These

stambudy would d:wmum the awouat of jocentlve a Smc would receive fos a »emin levelof

'1
performance and reward States for maintaining hl,gh perfo:mm or making substmﬂal gains

in improving their p:rformame ‘Ihe siandards are daigned to provide tough but reachable

targets for performance by rewarding States with higher incentives s they improve. The
mndards for the ﬁm four mcasurcs inchude a performance threshold. Undcer this s?;pc and

~ unlike the current system 1o incentive would be paid unless a State echieves a significant

" improverment in pertgrmncc. For the final measure on cost effectiveness, if a State coliects

g
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Jess ﬂmn two dollars i‘or every one dollar expended, nc incentive ‘would be paid. '

Each Swate would eam five scores based on. Nrmmm on cach of the five measures.

Workgroup m'cmhers%believad all the measures were important, but the first three measures -~ -

%
i

paternity smblishx’miit support order establishment and collections on current support — were
critical. Paternity establi&hmcnt and support order establishment are prereqmmws of collectmg

SwITEm 5Upport, whicb is cuwmia.! for fwﬂy u:l[-wmu.h.my I\.r[ummu ou e fust dnv.
t }}

measures could eamn a slightly higher incentive than ﬂ:nc last two measures - collections on

arrearages and cost effecdveness. :
g N

f
'

i
{

The amount of pfotsnﬁal incentive paynﬁnm for each measure avallable 0 each Siate would bs

based upon a peru:nmge of iis own State child support collections ~— its “collections base

3

- The collection base includes collections in both Temporary Assistance to Needy Famﬂies
{

(TANF) cases and nonassnsmmc cases. The collecnons base also imludes collections made for

faznilies who were never on assistance. However we racommnd that collections in TANF
}

cases and former TANF cases be weighted double, .., every dollar collecied counts as $2.
Cmiming collections for incentives purposes in this way accompﬁshet three objectives:

3

M E g

el T o

B2'd BFIISELE i B 7§ : 1 ~ WANA  GQ:TT  JART-PT—nHU



http:perceom.ge
http:f;'ertoIme.Qe

“MeR-14-1887 17:10 TO:C RICE - DRC FROM:DADE, 1. P.10/13

K3
L

. Swtes wim large former TANF casaloads would no 1énger be penalized by a
capasmtmcurremtommg Many States are moving families off welfare and
thcirsuccess isnotbcmgrecogmmdbmnseofthiscapunﬂamcntlaw
States would have 2 strong Incentive to pursue action on TANF cases and
fcmzr;; TANF cases. For bese Duuilicy, child support 1s cridcal 10 aclieving

mdepcpdemc and nat refurning tn public assistance rolls.

Du'ect smngs to State and Federal govcrnment.s result from collecting child
mppa‘t in TANF cascs. Costs of othcr pubhc hcn:ﬁt programs such as Food

Smmps and Medicaid could also be avoxdad by maxmg coliections 1n these

.:
cases. -

IS

.
l

Because this system would for the first tima be porformam based, some States would
naturally lose :mennva by moving to the new systcm To mlﬂgate this loss, we recommend
thattheformmabephased inovertwoycars ForFYsz & Suate would earn half of what it
would have earned undar the old formula and half of what It earns under the new calculation

J

In FY ?1)01 the pew fcnnula would be fully h:plememed This would give

¢
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Smn:s more tine o adjust their pmgmms budget for any f‘mancial impact and improve their

performnance. Of coum the Office of Child &:ppon Enforcement would conﬂnu: to work

with States to assist thcm-dmng this transition. i

i

‘I‘hc workgroup was comemed thar with the enactment of welfare reform, the child support
enforccmcm progmm is lkely to chmge dramaﬁ.any in the next few years. ’ngrcfore the

mpon recommaends thnt the child support program's results and effects of the new Incentive
system should be nvi:wed periodically. Limied disi:reuon should be granted to the Secretary -

of Health and Human Services to make appropriate changes in consultation with the States,

basad on the progmm § actual results and effects cvery thrac to five years.

; .
Tbe workgroup's roport includcs rocommendations with respect 10 other aspecs of program
i .

funding beyond incentives. We have endorsed the workgroup's recommendations with
respect to the lncemi?e forroula itself, but have reseryqd judgment on other aspects of the

recommendations hecausc further work may be n&ded on broader program funding issues.
1

Tor example, we arc commmcd o working with Smu:s and the Congress to develop
I_cglsl..anon“if neoessary, to eoswe that State ﬂcnbxhty under, TANF doer not result in casts Lo

the Federal Govemtﬁcm due to the potential loss of éhild'support collections.

Finally, in kaepmg wuh ths mandate that the nsw mccnnve funding formula be cost nsutral,
we have enm.red that the new lncenuve formuia would 1ol ¢cost more me the current formula.

During the lcgialmwg process, if subsequent cost cabmam show that te formuly is mod cost

L

. 8

%

“<
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| @
neutral, adjustments up or down cab be made, We have Indicated in the report that we wil
work with the Officc.of Management and Budge: md;éur State pariners o drv:_iﬁp An
aulmaiic adjustment:mechanism to ensure cost ncntralky

;
H

Lonclusion

N LRIV atan e vnaces

B
; ;

We now bave the groundwork in place for a more mmlta—oricm;cd management of the Natioual
child support enforcc%ncm promrh, We strongly urgg Congress to pass legislation on the
recommended incentive funding system to allow the Md support‘enforcenvacm program to
truly be driven by acixleving results for families and chﬂdrcn‘ ‘ih peed of support. |

|
M "
The wark acmmplisu:u w preseint Lhis repust lh:ou;h S-mlc-I:dcml perinerstip iy

mpmcnmﬂvc of past  collaboration and the future dxrecﬂon that we wm take together o

i{

strengthen the program and improve the lives of childxen

5
i
In coclusion, Mr. Chairman, let me restate:
y .
3

The xeconunended incentive funding formula developed in conruluation with the
Smtes. ' would reward pcrformmce and temain revenue nentral. It is tough hut

3&

fair mﬁ will lead to positive results' for MI&.

¢
¥
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]
»

The uew incentive funding formulz would complement the results-oriented
Stase-Féderal partership that has already successfully piloted the (overnment

Performance snd' Results Act, B

H

The Administration is committed to working with States and the Congress o

addn:a TANT maittcnance of effort issucs which may result in costs w0 Uk
- Federal Government due to the potential loss of child support collections.
i i b «
f 1 want 1o thank the Committee for your work on bebalf of America’s children. Their future
: will be significantly i&xprovod becouse of the new oolleiedon tools and othcr reforms required
g of States by Weltare reform.
| :
K L
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recomrnendauons for a new moennve funding system on the foundation of the national
Strategic Plan. :

'PERFORMANCE MEASURES AND STANDARDS

The new incentive system measures State performance in five areas: establishment of
paternities, establishment of child support orders, collections on current child support due,
collection on past ¢ child support due (arrears), and cost effectiveness. There was a conseasus
among the Work Group members that these are the five most important measures in o
determining the success of the-child support enforcement-program. -These five measures are - = = =
nearly identical to. the measures proposed in the major welfare bills introduced in the past SR
few years, mdudmg the Work and Responsibility Act of 1994 and the Personal Responsibil-
ity Acz of 1996. The specific equations for each of these five measures were developed by
the Incentive .'Fundmg Work Group relying, in large part, upon the national Strategic Plan.
Thus, these measures reflect a widespread consensu$ among child support professionals
regarding the major factors we ought to be measuring to determine success of the child

SUppOIt program.

The new incentive system provids rewards to States for effective paternity mbhsh-
ment programs. This is not intended to weaken the provisions of PRWORA that
penalize States tlxat do not improve their performance in paternity establichment. The
incentive for patermty establishment assures that resources are put into the child
support program based on State performance, while the penalty taken against the TANF
grant assures’ Staté comphance with the patemxty establishment requu'ements of
PRWORA. ] .

T

The new incentive system should provide addmonal monetary payments to States based upon
State pexfonnance for each of the five measures. The amount of incentive for a particular
measure is based upon established standards of perfomance The Work Group sought to
create standards that rewarded both high performing 'States for maintaining and improving on
their success and ericouraged poor performing States o improve their results.  Accordingly,
the Work Group considered both past performance and trends and data estimates for the
future in estabhshmg the performance standards. The pexformancc standards adopted reflect
three objectives: (1) incentives should increase as performance improves; (2) states
performmg at the very highest level that we can reasonable expect should receive the
maximum mcenuve ‘for that petformance measure; and (3) there should be a minimum
threshold of perfom:ance for each measure except that States below the threshold showing
very significant 1mprovement in performance sh0uld be rewarded with some incentive.

For each standard, there is an upper threshold for the program to achieve, most often set at-
80 percent (and 5. 00 for the cost effectiveness rano) Any State that achieves this
performance level, or any level above this, is enntled to the full incentive for that measure.
The reasons for usmg an 80 percent standard mciude a rwognmon that there are factors

| : | o
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was reached to codnt the first three measures (paternity establishment, order establishment
and collections on current support) slightly more heavily than the last two (collections on
arrears and cost effewvmws) For each of the first three measures, 2 100% score eamns 1%
of the “collection hase" as defined below. Lower scores eam a percentage of the 1%. The -
last two measures are worth at a maximum .75%. of the collection base. Lower scores,
again, eam a lower pmpomon of dus 75%. ‘

Added together, thethmem&ms a 1% andtwo measures at .75% equal 4.5% of the

~ collection base. Ccm nentrality mandates that a new incentive formula will not cost more

than the current fonmﬂa. Allotting a possible total of 4.5%-of the collection base keeps the
new formula cost neutml Preliminary estimates of mcennve funding payments under the
recommended formula are within the range of Congressxo::al Budget Office projections under
current law. At the time legislation is introduced, if subsequent cost estimates show that
the formula is not mst neutral, adjustments up or down can be made to the 4.5% to
assure cost neutrahty For example, if new estimates show a decrease in the Federal
share of collections due to State behavioral effects, an adjustment may need to be made.
In addition, the incentive effects of paying incentives on never-assistance cases may have
to be considered u% making cost-neutrality adjustments to the formula.

TI{E COLLECI‘ION BASE

The current xmuve system is based on 2 percentage of total TANF collections plus non--
TANF collections capped at 115% of TANF collecuons Collections for incentive purposes
include those made on behalf of other States. Them: :are several problems that States are
experiencing with the current formula which will be exacerbated in the future. First, those
States for whom a large percentage of the caseload is non-TANF are effectively being -
penalized because they canmnot count all of their non-TANF collections. This may not have
been a problem whm the cap was first established, but 2s States are successfully moving
people off of ass:stznce the effect of the cap is aggravated. Additionally, it is possible that
the number of ass;s:anoe cases will decrease over time as the implementation of welfare
reform moves pecple toward self-sufficiency. The result of this success would be a smaller
and smaller number of incentive dollars available to:the States. A related result of capping
the non-TANF colle_cuons is that States have less incentive to work non-TANF cases once
the State has reached the a.p' The Work Group felt that States ought to be rewarded and
encouraged to work*a.n cases. Therefore the mcenuve base ought to include all non-TANF
collections without a cap ‘as well as allowing States to count interstate collections.

§

The Work Group a!so felt thar it was especially 1mpomnt to ensure that states contmued to
have strong mcenuve.s to work TANF cases and former TANF cases. Collection of child
support for these groups is especially important to assist TANF recipients 1o leave welfare
and 10 help them achieve self sufficiency so that they do not return to welfare. Since
collection in TANF a.nd former TANF cases is generally more difficult than in non-TANF
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Cihild Support Enforcement Incentive Funding Formula

¢

f

PRWORA. Additional Federal and State efforts are! critical before FY 2000 (o ensure States
produce reliable data upon which iricentive funding: will be based. The need to preserve the
flexibility to adjust ‘the formula in future years, based on actual results of the changing world
under PRWORA, 1s built into the proposal. Flex:bﬂxty is also needed to cousider different
or additional measures, such as one that looks at how duld support collections avoid
costs in other pubhc benefit programs. . !

g
CONCLUSION | ~~* "~ = &% =T

This report of the Secretary of Health and Human Services 1o the Congress recommends a
new incentive fundmg formula for the child support enforcement program that recog‘mzcs a
range of critical services. The recommended incentive funding formula, developed in
partnership with Stata rewards performance and is cost nettral. This formula will, in
tandem with the strong ‘child support provisions of PRWORA, greatly improve the support
provided to Ammm s children into the 21st cenmry We will work with Congress during

‘ the legislative proe& to enact a new incentive fonding formula. The forwarding of this

j Report and its recommendations recognizes the need’ Qto keep the momentum needed to ensure

' the success of the child SUppOrt program while emphasmng that further work needs to be

1 done to address addmonal issues in the context of the changing texture of State TANF and

| child support programs. We have begun, and will work qu1ckly with the Congress and

: Govemnors, to resolve those xelated issues. >

s ot s R 4

Atachment: Incenuve Fundmg Workgroup Report to the
? ' Secxgtmy of Health and Human Setv;qw
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March 1, 1997
MEMORANDUM FOR THE PRNSIDENT .
FROM: BRUCE REED 7R /e[,
SUBJECT: DPC WEEKLY REPORT

Handgun Safety Lock Directive: A key provision in your Anti-Gang and-Youth Violence Bill
requires all Federally-licensed gun dealers to sell a safety locking device with every handgun. (A

/ 1991 GAO study found that such devices could prevent one-third of all deaths. resulting. from
aceidentat SHOOHAgS.) J To focus attention on this issue, we are preparing a directive that would

i “?é?;"ﬁfWemmes to provide safety locks to all federal law enforcement officers, so that the

\: officers can protect their children against accidental shootings. This directive would make the
Federal government a model for the nation in promoting use of safety locks.

m

Seat Belt Study: The Department of Transportation will give you a report on March 10 on ways

to increase seat belt use. Increasing belt use by only 15 percentage points -- from 68% to 83% --

would save over 2000 lives each year. DOT’s report is likely to urge you to: offer financial

incentives to states, consistent with our budget proposal, to improve and enforce seat belt laws;

set an ambitious national goal for seatbelt use; and challenge the private sector to fund passenger

safety education. DOT is working to get'some private sector commitments now, so that you can
nounce them when you accept the recommendations cantamed in the report.

Patients’ Bill of Rightleuality Commission: We will be ready soon -- probably around March
10 -- to announce the members of the Advisory Commission on Quality and Consumer
Protection in the Health Care Industry, which you will charge with developing a Patients’ Bill of
Rights. We can combine announcement of the Commission with the release of an HHS
regulation that would guarantee an expedited appeal whenever a plan proposes to deny care that a
Medicare patient believes is urgently needed.

Medicare Fraud Legislation: HHS and DOJ jointly announced on February 25 a settlement
agreement requiring a laboratory operation that had committed massive medicare fraud to pay
$300 million to the government. . The settlement brought to over $800 million the total amount
recovered by Operation Labscam, a joint investigation of Medicare fraud undertaken by the two
departments. These aggressive enforcement efforts prepare the way for a legislative proposal on
medicare fraud that we could unveil as early as the week of March 10. This proposal, which we
are currently working with HHS to finalize, would give the government new tools to go after
Medicare fraud by requiring certain suppliers of health care services to provide identification
numbers and to post bonds. We could announce this initiative in a radio address when you travel
to Florida in the middle of March; alternatively, we could focus then on our children’s initiative,



which would greatly assist Florida’s efforts to expand coverage for children.

Child Support Enforcement: HHS will soon be ready to submit to Congress a' report required

J under the new welfare law recommending an incentive funding system, based on program
performance, for.state child support enforcement programs. The report recommends that
incentive payments hinge on state performance in five areas: establishment of patemnity,
establishment of child support orders, collectlons on current child support due, collections pn
past child support due, and cost effectiveness. We can couple submission of this report with the .
release ol new state-by-state data showing that child support collections have increased by more
than 50% over the last four years. ’
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EXECUTIVE OFFICE OF THE PRESIDENT
OFFICE OF MANAGEMENT AND BUDGET -
Washington, D.C. 20503-0001

Thursday, February 27 1997 S Eelﬁ L

LEGISLATNE REFERRAL MEMORANDUM

TO: Leglslatl iaisop Officer - See Distribution below ' ’
FROM: { Ja dfsgren {Wzstam‘(?fbr for Legislative Refarence
OMB CONTACT: Melmda D. Haskins
PHONE: (202)395-3923 FAX: (202)39"-6148
SUBJECT: ‘ HHS Proposed Report on Child Support Em‘orcement Incent ve Funding
DEADLINE: . NOON Monday. March 3. 1997

in sccordance wirhOMB _Carcular A-18, OMB requasts 1he views of your agency on tha above
subject before advising on its relationship to the program of the President. Please advise us if this
item will affect direct spending or receipts for purposes of the * Pay-As-You -Go" provisions of Title
xm of the Omnibus Budget Reconcui;atuon Act of 1990 '

COMMENTS: HHS has asked that OMB provide it wnh clearance to transmit its
report making recommendatlons for a new incentive funding system for State child -
support enforcement programs by March 3rd. (Note that the welfare reform law
(P.L. 104-193) requlres the submission of this report to the Congress by March

1st.) ‘
DISTRIBUTION LIST |

AGENCIES: L
61-JUSTICE Andrew Fcus - {202) 514- 2141

EQP: - - Co o R v&/
Kenneth S. Apfel S ' : QM\« :
<Sallv Katzen { : .
Cynthia M. Smith : -‘ o
Lester D. Cash ; :

Michael A. Fitzpatrick '
Barry White
Keith J. Fontenot
Wendy A. Taylor
Maya A. Bernstein C A
David J. Haun =~ , o \
Elena Kagan C
Diana Fortuna
James C. Murr
Janet R. Forsgren
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LRM ID: MDH18 SUBJECT: HHS Proposed Report on Child Support Enforcemeni Incentive .
Funding e ’
| RESPONSE TO
LEGISLATIVE REFERRAL
| MEMORANDUM ~

If ‘your rasponse 10 this request for views is short {e.g., concur/no comment], we prefer that you respond by
o-msll or by faxing us this response shest. |If the response Is short and you prefer to cull, plsase call the
branch-wide line shown be!gvui {NOT tho snnlyst’'s line] to lasve a message with s legislativo assistant.

You may slgo respond by: o ' :
{1) calling the analystiattomey s dlract line {you wiit bs connected to volce mall if the analyst does not
sngwer]; o : ’
(2} sonding us 8 memo or letter : :
Plsase Include the LRM number shown abovae, end the subjoect shown Helow.

TO: : Mellnda D. Hasking Phone: .395 3923 Fox: 395. 6148
3 Otfice of Management and Budget : :
Branch-Wide Line (to reach. Iagislatwe asslslanl)..395-?362 . ~ -
FROM: . . , __(Date]
{ﬁama}
..... (Agency)
(Telephone)

The foltéwlng is the repohsé of our sgency to your raquast for views on the abou.ve-captioned subject:
Concur | |
- _No Objectlo;l
No Commaﬁt .
See 'propose‘d edits on pages |

Other:

——— i -

FAX RETURN of ', pages, utteched to this reponse sheet
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*-Child Support Enforcement Incentive Funding Formula

INTRODUCTION

The Personal pronmbmty and Work Opportunity Reconciliation Act of 1996 (PRWORA)

* requires the Secretary of Health and Hu”man Services (HHS), in consultation with State
directors of IV-D progrums, W tvwnuucnd w Congress a new incentive funding system for
the State child support cnfoxccment prOfrwus which {3 to be basad on program performance,
In order to consult with State IV-D d1rectoxs, &n Incentive Funding WOrk Group was formed
consisting of 15 State and local [V-D dxxectors and 11 Pederal staff representatives from the
U.S. Department of Health and Human Services. The Work Group held & series of meetings
and workod over & period of three months to come up with the recommendations for the new
inceative funding system. State rcpresematwcs on the Work Qroup also consulted with State
1v-L programs not represeated directly on the Work Uroup. ‘the recomimendations of the
Work Group represent a consensus (a.lthough not necessarily, unanimous agreement) on the
new incentive funding system. The repart of the Incentive Funding Work Group is attached
heveto, The Seoretary pf Health and Human Sarvices fully endorses the incentive farmule get
forth in the Incentive Funding Work Group Report, recognizing that Work Group consensus
acpends on adoption of all Work Gmup‘ recommendations. This report of the Sceretary uf
Health and Human Services makes recommendations to the Commiftee on Ways and Means
of the House of Representatives and the Committee on Finance of the Senate basad upon the
report of that Work Group and addresses the need for ﬁxrﬁ\er work in areas beyond the scope

. of the Work Group’s chamr ‘ :

’Iﬁe Work Group's Report includes reoommmdations with respect to othér aspects of

" progm.m funding, beyond incentives, far example, & recommendation that the level of -
Feders] financlal participation in State.pmmm expendifures remain at 66 percent. Because
ﬁxrthe: work may be needed on bmder program funding iasues, we are sandmg the Work .
Group recommendations forward for conddmon by the Congress, recognizing the
impartance of consensus and endorsing 'the Work Group's recommendations with respect to
the incentive formuls ftself, while marving Judgment op thase aspects of the recommenda-
tions that address broader program ﬁmding fesues. We are commited to working with the
Oongmsonbmadsmndmzmue.saﬂdns from thechanglng nature of the relationship -
between the TANF and. child support pmgmms under welfare reform. DBifurcation cholces
made by States could impact the source|of incentive payments, i.e., the Federal share of
collections. We are committed to worldng with the Govemors and the Congress to identify
‘ that will encure that Smates da not use the flexibility provided (o retain Rederal
dollers in Stata coffers.. Within 90 days of the submission of this report, the Administration
will propose a lﬂsiihﬂve solution to this funding problem,

 SUMMARY OF rmcgmmmc?ns

© Measures, Thc incentive syswm for State chﬂd support programs should
measurs St pcrformam in ﬁ\!'c arcas: establlshmam of pawmlues. esteb-
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lishment: of child support orders, collections on current child support due,
collection on past child support due (arrears), and cost effectiveness.

o Standard.s. The lnccntivc system should provxdc additional monctary
payments to States based upon State performance for each of the five
measures. The amount of incentive for a pamcular measure should be based
upon ertablmhad standards of performance.

© Collection Base. The amount of potential incentive payments available to

each individual;State should be based upon & percentage of its own State

collections - lts “collection base.” The collectlon base should include _

collections in both Temporary Assistance 1o Neady Families (TANF) cases and

non-TANF cases. However, collections in TANR cases and former TANF
- CRALS ahould ba glven more weight, _;

© PhaseIn, The new incentve system should be plwscd in over a one yeur
‘period beginning in fiscal year 2000.

© Reinveﬂment Incentive payments racaived by s "s‘tnte should he
reinvasted in 1he State child support p:ogxam

O Maintain FFP The Work Group recommm\ds that the Federal Financial
Participation (FFP) rate for State program expenditures should remain at 66
percent. As discussed above, further work on larger program funding issues is
needed before q:\mmitment to the current level of Rederal fundmg of program
costs. - .

© Review Mathsnism The new inccnnvc sysl.cm should be reviewed ona
~ periodic hnsix to ensure that it mntmues to mward program goals.

- BACKGROUND

Under Section 458 of Title IV-D of the Social Seourity Act, States are currently paid as an
ingentive 2 minimum of six percent of their AFDC collections and six percent of their .
nonATRDC collections.: There is also the potential to cam up to 10% of collections based on
the State's cost cffectiveness. However, the total amount of nonAFDC incentives is capped
at 115% of the AFDC inmtive ’

This current iuaenﬁve system has boen crificized becaitse It Is focused on only one aspect of
the IV-D program. The incentives are-paid based only:on & State’s cost effectiveness and all

States recelve & base rate regardiess of performance. Most child support experts believe that
this incentive system has no real incentive effect becanse all States receive the minimum &ix
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pereent of incentives. This incentive s ystem also does not ‘Teward states for other important
aspacts of child support onforooment. such as paternity establishment.

Over the past deoade. a number of commissions and organizations have recommended the
adoption of a new performance based incentive system. In 1988 Congress authorized the
creatdon of the U.S. Commission on Interstate Child Support o make recommendations to

- Congress on improving the child support program. When the Interstate Commission issued
its report in August, 1992 it called for ; a study of the federal funding formula and a change of
the incentive structure to ane based upon performarnce. Other national argani2atons,
Including the National gonfumw of Statc chislamm, the American Public Welfare
Association, the National Govermnor's Amx,iwuu, and gacvcra) national advocacy
organizations have also recommended the adoption of & a new performance based incentive

system.

In June, 1993 Presideat Clinton es:ab!lshed o Working Group on Welfare; Famxly Suppor,
and Independence to come up with a wclfarc plan, including child support cnforcement

reform. The plan, detailed in the proposed Work and Responsibility Act of 1994, would
have required the Secrétary of Health and Human Services (HHS) to set pertormance

standards for State IV-D programs and]mward states with high performance. Other major
child support enforcement bills mtraducad in 1994, 1995, and 1996 by both chubhcan and
Democratic members of Congress included similar provisions.

" As & result, section 341 of the PRWORA requested ihe Secretary wnsuu with Lv-D
directors and recommand changes: The law states: _3
, The Soaramry of Health a.nd Human Semces, in consultation with State
directors of child snppoxt enforcement programs shall develop a new incentive
7 funding system, in a xcw]a.nuc neutral manncr; ‘
> The newitym shall provide additional paymeats to any State bassd on such
' St&!n’eperfmmnaomdauuch & program; and

!

> memshwﬁpox“twwgressonmemwsymmbyMuchl 1997.

The Incentive Funding Work Group was formed in October, 1996 consisting of 15 State and
local IV-D directars or their representatives and 11 Federal siaff representatives from the -

- U.S. Department of Health and HumanﬁSamm This:collaborative approach drew upon the .

" partnership forged during the Rederul Ofﬁce of Child Sipport Rnforcement's piiot of the
Government Performance and Results Act (GPRA). Easlier efforts of this State-Federal
partnership produced a five-year national Strategic Plan for the child support enforcement
progmam and a set of oyicome maasuresl to indicate the program’s success In uchieving the
poals and objectives of the Strategic Plan Using the same collaboration and consensus-
bullding approach, the joint Work Group effort between State and Fedenul partners built its
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recommendations for. a new incentive funding system on the' foundation of the natonal
. Stmxagm Plan. :

PERFORMANCE MEAsunm AND s'r‘mms

The new incentive syswm measures State pcrfonnm&.c in five arcas: cstablishment of
paternities, establishment of child support orders, collections on current child support due,
collection on past child support duc (arrears), and cost effectiveness. There was & consensus
umong the Work Group members that these are the five most important measures in
determining the success of the child support enforcement program. These five measures are
nearly identical to the measures proposed in the major welfarc bills introduced in the past
few years, including the Work and Responsibility Act of 1994 and the Personal Responsibil-
ity Act of 1996, The specific equations for each of these five measures were developed by

" the Incentive Funding Work Group rclymg in large part, upon the national Strategic Plan.
Thus, these measures reflect & widespread consensus among child support professionals

" regarding the major factors we ought 1o be measuring to detérmine stiocess of the child

'SUPPOTt Program.

The paternity esmhlishmmt measure and standards in parﬁw!ar require some explanation.

. Under the statutory Paternity Fatblishment Percentige, states are penalized if they do not .
demonstrate & ccrtain pescentage of improvement over the previous year. The Incentive
Funding Workgroup decided to award incentives to States that may have maintained thelr
high performance but did not improve enough W avoid the penalty. The Workgroup did not

“want to multiply the impact of the penalty standards by using them to determine the award of
incentives. This approach would have resulted in some high parforming States losing all
thelr paternity incentive simply because they did not improve enough to avoid the penalty. If

the award of incentive payments were linked to the minimum improvement needed to avoida

ponalty, a high performing State would not receive an incentive payment and also huve &
penalty asscssed. For example, Texas achicved a paternity establishment percentage of 82%
in FY 1994. In FY 1995, performance improved by 1% to 83% — not enough to avold &
penalty, The decision o reward State performance (whether sustained high performance or’
significint improvements in performance), regardless of whether a State could be subject to a
penglty, 15 supportable .on we low end of Swie performance ax well. Should a fow
performing State fail ¢y improve perfarmance enough g avold & penalty, the State would
‘have to improve pe:fmanceat least by 10% to eamn an incentive.

The new incentive system ghould provide additional monetm-y payments to States based upon
State performance for each of the five measures. The.amounl of incentive for a particular
measure {5 based upon esteblished standards of performance. The Work Group sought to -
create standards that rewarded both high performing States for maintaining and improving on
their success and encouraged poor performing Stuwes (0 improve their results. Accondingly,
the Work Group considered both past performance and trends and data estimates for the
future in establishing the perfomance standards. ‘The:performance standards adopted teflect

I.f 4
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three objectives: (1) incendves should increase as pertomance improves; (2) states
performing at the very highest level that we can rexsonable expect should receive the
maximum incentive for that paformm‘\ce measure; and (3) there should be a minimum
threshold of perfonna.ncc for cach measure cxoept that States below the threshold showing
very significant unpmvemcnt in performance should bc rewarded with some incentive.

Por each standard, there is an upper threshn!d for the pmgmm to achieve, most often set at
80 percent (and 5.00 faor the cost effephvencss ratlo). Any State that achicves this
performance level, or any level above this, is entitled to the full incentive for that measure,
The rewsony for using un 80 percent a”tmxdud include a recognition that there are factors
which will make acmevement ofa pt:'feu 100% score, whether for cstabllshing pateraity or
collecting on current support 1rnposs: ble., There was consensus that 80% is a level that
states can realistically ‘strive to achieve For example, in some wage withholding cases,
because of the peculiarities of the calendar and payments cycles, payments may he attributed
to arrcarages. In the lasi formula, whcrc there is no upper limit, the maximum incentive is
achlevable ata cost/effectiveness mio sbove 5.0 (i.e, $5 of child support is collected for
" each $1 spent to callect it).

At the lower end of th’e scale in eachicase., there is a minimum level below which
performznce would not be rewarded. |  These Jower limits were set hy examining current
pe:fommnce data. Howcvcr, ifa Sw:b can demonstrate & substantial improvcmeat over the
prior year's performance, that improvement would entitle the State to some {ncentive
funding, though never: more than halt of the maximum incentive possible. (The cost
effestiveness measure is the excepﬁon to this rule.) As a result, those states with lower
performance levels wﬂl at least rweiva some incentwe pmvzded that the program 1s moving

. sufficlently quickly-in the right dkwfon -

l
‘l

The upper and lower (pmhnlds for. pﬂfonnamc are bamd on am.lysis of State performance
data and projections. meworkgmlmmeommmdedm in the future the formula be
reviewed and adjusted; if necessary. 1{ Should actual experience demonstrete, for example,

that the majority of States easily achicve the highest performance standard in a particular
measyre, then the formula should be reevaluated to see that it rewards improvement,

"A brief description of .t.hc measures follows. The equauons and standands are lncluded in the
. Woﬂfsmup report. x

cme s ~ewenme -~ ’ o
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 PATERNITY xsfxaz;rsamwr

The measure for patcmlty establishment is identical to that included by Congress in the
Personal Responsibility and Work Opportumty Reconcilistion Act of 1996 for puqmes of

paternity estabhshment penalm.

-CASES WITH SUPPORT ORDERS

Bstabhshmg an order to pay child support is a critical ﬁrst step to couect!ng support for
fymilics. This measure shows how much of a IV-D agcncy s caseload is capable of being

enforeed and how well the agency is keeping up wnh case backloads and intake.

COLLECTIONS ON evmr SUPPORT

The third measure focuses on the proportion of currant support due that is collected on IV-D

.cases. It gets to the heart of the program: regular and depmdab!e SUPPOIT pRYMENLS 10.

families, -

COLLECTIONS ON A&R&ARS

This measure focuses on how well Sm are doing at eollectmg some amount of money on

those cases having an amearage. The measures specifically counts paying cases, and not
totel arrears dollars colieoted, because Statas have very different methnds of handling certain

aspecis of arrears m,suchasﬁadrabﬂitymwnwoffhaddebt or debt whmhxsalmsz

cartainly uncaﬂwﬁble d

'oosr EFFECM’BNESS

- ‘The final mwumw ‘the mtnldonm collacted in the child support pmgram for each

dollar cxpended Cummﬂy, cost effwuveness is the only measure on which States ere bemg

‘J“dzd

WEIGHTING AND GOST NEUTRALITY

Each State will eamn five scores basad on performance on each of the five measures.
However, there was a strong feeling among members of the Work Group that the measures
were not of equal impomnce and slwuld 1ot carry an equal weight. Therefore, the decision

4

6


http:A.R.RBA.RS
http:agency.is
http:BsiabUsb.in

POD™L4{T133¢ LU, iV LU.DLUDNA [AUAN DOV DALL, W . Is LU7 92

Child Support Enforcoment Incentive Funding ¥ormula

PN "y

was reached to count the first three measures (patemuy e.stnbhshmem order estabhdamem
wand colleetions an curvent support) slxghtly mare heavily than the last two {oollcctions on
arrears and cost effectiveness). Por] each of the first three measures, a 100% score eams 1%
of the "collection base” as deflned below Lower scores cam & perocntage of the 1%. The

© last two measures are worth at a manmum 5% of the collectlon basc Lower scores,
again, eam a lower pmponion of this .75%. ’

Added topether, the three measures gt 1% and two measures at .75% equal 4.5% of the
collection base. Cost neutrality mandates that & new incentive formula will not cost more
than the curreat formula. Allotting fa possible wotal of 4.3% of the collection base keeps the
new formula cost neutral. Prebmmary estimates of incentive funding payments under the
mmmmfanded farmuln are within the range of Congressional Budget Office projections under
current faw. :

T
14

'I‘HE COLLECTION BASE

Thc current incentive. sysm is based on B pmtagn; of total TANF collections plus non-
TANF collsctions capped at 115% of TANF collections. Cellections for incentive purposes
include those made on behalf of oﬂ'xer States. There are several problems that States are
experiencing with the current formula which will be exacerbated in the future. First, those
States for whom 8 large pe:ccrmgcl of the caseload is non-TANF are cffecuvdy being
penalized because they cannot count all of their non-TANF collections. This may not have-
been a problem when the cap was ﬁrst established, but as States are successfully moving

~ people off of sssistance, the effect of the cap is aggmvated Additionally, it is possible that
the number of assistunce Gasey wm decrease over time as the implementation of welfarc
reform moves people toward self-snfﬁdency ‘The result of this success would be a smaller

- and smaller number of incentive dollnrs available to the Stawss. A related result of capping
the non-TANF collections is that .S‘taits bave less incentive to work non-TANF cases once
the Stats has reached the cap. 'meWarkerp felt that Statas ought to be rewarded and
encouraged to work all cases, 'maeforc the incentive base ought to intluds all non-TANF
collections without & mp as well as allowing States to count intarstate collections,

The Work Group alsa falt that it was especially lmpomm to ensure that states continued to

| havcmungmm&mtaworkTANFmandfanANFm Collection of child
support far these groups Is &pecially important 1o assist TANP recipients to leave welfare
and to help them achieve self sufficiency so that they do not return to welfare. Since
collection in TANP and former T@&’ cases is geaerally more difficult than in non-TANF
cases, and non-TANF collections are rising at a faster rate, it is sensible to provide & heavier
emphasis on collection in TANF and former TANE cases. In addition, collections in TANR
cascs provides direct savings to the statc and foderal governments. “Therefore the Work
Group recommends adding collecﬁom mads on former TANF cases to collections made on
TANFPF cases and doublhx these enllacﬁom in the formp‘la to give them extma amphasi: This

7
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has the added benefit of miﬂgaﬂng the impact of the changé from the current incentive
system with its cap on the non TANF collections so that the potential collection base would
be more equitable'to states. The formula recommended 1s therefore:

2(TANF$ + former TANFS) + non-TANFS® = collection base

*mnTA}*IF does not include former TANF

PHASE IN ¢

By dcﬁmtmn, some staxcs w;ll lose incentives by changmg to 2 new incentive funding
formula that is both performance based and cost neutral. To mitigate the loss, the Work
Group recommended that the formula be phased in. To accomplish this, for fiscal year

2000, & Statc would carn half of what it would havé eared under the cld formula and half of
what it eamy under the new culeulation. In fiscal ycar 2001, the new formula would be fully
1m lemented. The extra year will provide those States affecmd to absorb reduced revenue

le improving pufopnanco

| xmwmrmmofv mcm IN CHILD SUPPORT PROGRAM

‘ummﬂy, incentives eamed by the State child support programs do not have to be reinvested
in State programs. Thc result is that money that comes from the Federal investment in the
child suppart program can end up belng used for other purposes. The Work Group strongly
recommended that. States be required to relnvest fcde:a,ﬁ dollars into the child support
eaforcement program. : This would ensure continued 1mprovemem, adequate resources, and -
the maintawm of hlgh performance. levels, ,‘,

: mmu, F!NANCIAL PARTICH'A‘I’ION

Currcatly, the Bederal govcmmeat pays 66% of the administrative cost of the ohild support -
program. As a result of both Rederal and Stats efforts over the past four years, child support
collections and patemity ‘establishment has reached racord levels. Yet, we still have a long
way to g0 o improve the program to where it should ultimately be. The PRWORA requires
that States implement many changes to improve the operations of their programs, The Work
Group believes x:ronglg that continued funding at the presear leval Is crirical to ensure that
states have the necessarty staff and resources to meet the new requirements and challenges.
Hawever, before endorsement of this funding level, we intend to follow through on our
commitment to discussions on the broader program funding issues whlch arise under stm
flexibility under ﬁxe TANF ptognm .
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REVIEW Mmcmm'sm

There were two major ; dxfﬁculncs that faced the Work Group in developlng an incentive
funding formula for the future. Flrst.‘ the Work Group recognized that it was making a
rucommendston for & formuln that would avt be put into effect until FY 2000, With the
passage of the Personal Ruponsxbibty and Work Opporunity Reconciliation Act of 1996, the
child support enforcement program is| likely to change: dramatically in the next few years.
The effects on TANF and non-TANF, caseloads are uncertain, This limits the reliability of

the data upon which the mmmendaﬁons of the Work Group are based. Therefore, the
child support pragram’ £ results ond cffecu of the new incentive system should be reviewsd
periodically. Limited discretion should be granted to the Secretary, to make appropriate
changes, in consultation with the States, based on the program's actual results and effects
every three to five years. o ,

NEXT STEPS

We recognize that Wor;: Group conseasus depends on adoption of gll their recommendations.
We fully endorse the elements of the formula itself. However, the Work Group included
recommendations with yespect to other aspects of propgmam funding. Because further work is
needed on broader program funding issues, we are sending the Report forward with a
commitmant to working with the Congm.s on broader funding issucs arising from the
changing nature of the rchﬁondﬂp Between the TANF and child support programs under
walfere reform. : A {

In addition, bifurcation.choices made by States could impact any incentive funding formula.
The Federsl share of collections wxll continue as the source of incentive paymeonts.
Depending on bowsmasmwm‘rmpomy Assistance to Needy Families programs, the
Rederal share of collections could bc reduced, threatening the source of incentive payments.
Curmﬂy the Rederal share of oouecnons for FY 1996 15 approximately $1.297 billion, of
hich $409 million ls peid o Staied in incentives, We will work with the Govemors and the
Congnns to identify approaches tha: will ensurc that Smtc: do not use the flaxibility provided
to retain Federal dollarg in State coffers ‘Within 90 days of the submission of this repart,”
the Administration will, propose 2 legislative solution tDs this funding problem.

Finally, the work group recognized|that the predletive abmty of datn and cost estimates is
limited given current déta and the impact of such factors as future demographic trends and
PRWORA. Additionsl Federal and State efforts are critical before FY 2000 to ensure States
produce reliable data uponwhichinmﬁvefundmgmnbebasad The need to preserve the
flaxibility to adjust the formula in fum years, hased on actual results of the changing world
under PRWORA, is buﬂt into the proposal,
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CONCLUSION: '

This report of the Secretary of Health and Human Services to the Congress recommends a
new incentive ﬂmding formula for the child support enforeement program that recognizes
range of critical ssrvices. The recommended incentive funding formula, developed In
partnorship with Suwes. rewards performance and s cost neutral. This formula will, in
tandem with the stmng child support provisions of PRWORA, greatly improve the support
provided to America’s children into the 21st century. The forwarding of this Report and its
recommendations recognizes the need 1o keep the momentum needed to ensure the success of
the child support program while emphasizing that further work nesds (5 be done to address
additional issues in the context of the changing texture of Statc TANF and child support
programs. We have begun, and will work quickly thh the Congress and Govemors. 0
resolve those related 1ssu¢s

'
.Aftachment: mca\dve Funding Workgroup Report ) me
Sm!axy of Health and Ruman Services

10
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INTRODUCTION }

The Personal Responmbﬂuy and Work Opportunity Reconciliation Act of 1996
(PRWORA) requircs the Secrefary of Health end Human Services, in consultation with
dircctors of Statc Child Support Enforcement (IV-D) programs, to recommend to Congress a
new incentive funding system for the States which 1s to be based on program perfamanae

This wport summarlzcs t.he recommendations of the Incentive Pundmg Work Group,
which was convened by the Office of Child Support Enforcement (OCSE) in the
Administration of Children and Famﬂxes (ACF) at the Department of Health and Human
Services. The Work Group, which eonsists of 26 representatives of State and Jocal IV-D
programs, HHS regional offices, nna the OUSS central office met three Umes between
November, 1996 and January, 1997 . Between each of these meetings, the Work Group
circulated its decisiong and rmnmmendahons among all of the other States, region by region,
and got feedback and reactions to daciaions which were then incorporated into the discussion
and recommendations of the fcllowmg session. This rpport includes the final
recommengadons of the Work qup ‘With (he cxu:.pI,:uu uf vne disscisliug State, tic group
rcached consensus on- thcac final reommendations.

The woommendanons of the| Incentive Funding Wark Group were built on the earlier
cfforts of @ joint OCSE-State Perfozmanoe Measures Work Group, which met between March
1993 and July 1996. Thesc cffarts ;zbw out of the work that had been done by OCSE and
the States, as pant of & pilot program for the Govemment Performance and Responsibility
Act, to develop a five year National Suategtc Plan for the Office of Child Suppoxt
Enforcement and its- Sta‘ae partners.

- The Incenlive Fundlng Work Group recommasds that five koy pcrformance measures
beusad to evaluate each State's performance and measure results in the Child Support
Enforeement program. .-These mee.suru emphasize paternity establishment, support order
establishment, callwﬁqn of cummt support, collection of arrearages, and cost effoctivenesy,
Inceatives would be paid to theSmeabasﬁ on each State’s weighted scores on each of thesa
measires and mlmﬂamdnndpaidnam&g&of&n&&cschﬂd suppost collections,
’medetmls ofﬁdx formula will hctdiscumed bclow.

The Inmtlve Funding Work Group urges thal the entire lnccntlve funding formuh be
viewed as & whole package, of wh‘xch the individual pieces fit together to achieve a package
of desired results, Altcration of any onc piece of the formula could shift the entire intended
impact of the incentivés in an undesirable way. The Work Group stresses that the near total
consensus among thc pamm supporﬁng this formule. depends on the adoption of the packege:
as a whole,

-
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. INCENTIVE FUNDING WORK GROUP REPORT TO THE SECRETARY OF HHS

There is still work to be done to define each factor in each measure gn that g1} States
are counting the same things, whether cases, cotlections, or expenditures, and counting them
consistently, The Work Group will meet again 1o settle any outstanding definitlonal issues.
Many of these have alrcady been addressed through the work of the OCSE Measuring.
Excelience Through Statsdes (METS) Inidative. The Work Group a.gteed to adopt the
definitions contained in the Outcome Measures document, e.g., cases in which there is no
Junsdxcuon should be excluded (

In this report, thc principles md constraints that guided the group s decisions are
discussed. The gcneral themes that arc consistent In all measures are presented. Then each
measure is presented in detail. Finally, there is a discussion about the relative importance of
each measure and the dctenmnanon ot the collechons on which the incenuve funding Is to be -
hased. : |

SUMMARY OF nnq’o,mmvmnons

© Measures. The incentive system for State child support programs should
measure State performance in five areas: establishment of paternities, estab-

lishment of child support orders, collections on current child support due,

collection on past child support due (arrears), and cost effectiveness.

o Standsrds, -,;'rtw incentlve system should provide additional monctu.ry
payments to States based upon State performance for each of the five
measures, The,amount of incentive for a particylar measure should be based
upon establis!md standards of performance. i

© Collection Base. Thc amount of potentinl inceative paymenty availuble w
each individual State should be based upon a percentage of its own State
collections - its “collection base.® The collection base should include

. collections in both Temporary Assistance to Needy Families (TANF) cases and
non-TANF cases. However, collections in TANF cases and former TANR
caset should be, sivea more weight,

O Phase In. The new incentive system should be phased in over a one year
pexiodbcgmnmginﬁwalyearm

o] Reinvas!:ment. Tncentive payments rwr.zvcd by a State should be
reinvested in- theSmechﬁd support program,

o Maintain m The Federal Rinancial Pamcqmnnn (FFP) rate for State
program cxpmdltnm should remain at 66 pemem
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INCENTIVE FUNDING WORK GROUP REPORT 10 THE SECRETARY OF HHS

o Review Mechanism.. The new incentive system should be reviewed on a
periodlc basls 10 ensure that It continues to reward pmgram goals.

PRINCIPLES

In order to devclop the mwnu\e funding mmum the Work Group agreed to ccrmin ‘
funda.mmtal principles whlch would gfuidc thelr dlscussion and declsxans

The Child Snpport Enforcement Program will put children first by creating an
incentive. funding fonnula that... : : : .

L Is parfonnance-bascd encouraging impréved program outcomes

' helps to ac}ueve the goals articulated in the OCSE Nauonnl Strategic Plan and
avoids unintended oonsequmces v

e continues .to respond promptly to improve.ments in the desired area of
. performance ‘

> rqcogmzes maintenancé of Ingh perfonname as well as improvemcm in
?crfommcc level ‘

. ‘Tequires that incentivedollars and Federal matching funds be invesied in the
~Child Support Bntmcemmt program

. includes a maohamm that will allow the commitiee or the. Gmry to review
agdkghange the formula in the future, if necessary, based on an evaluation of
the results

- treats a!lchﬂdnen equitably

e b aimplef .

Perfomnuéﬂised

The PRWORA legulanon mandatas that 2 new incentive funding formula based on
performance should be proposed. I.n each of the five recommended measures, a State’s
performance in a specific progmm i area (patemity, order estahlishment, current support
collection, arrears collections, and cost tffectiveness) is measured using a mathematical
formu!a All States that achleve performance above & specified minimum score in each of
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the five mcasures ore entitled to some portion of a maximum possibla incentive. In four of
the measures, the maxlmum incentive is available to those States scoring adove a threshold of
- 80%. This target recognizes that for each measure there are fociors which will make
achievernent of a perfect 100% score, whether for establishing patemity or coliecting on
current support, :mpowblc Some cases are beyond the control of the IV-D agency. In some
wage withholding cases, because of the peculiarities of the ealendar and payments cycles,
payments may be atu'lbutcd 10 arrearages. In the lust formula, where there is no upper Limit,
the maximum incentive'is achicvable at a cosVeffectivencss ratlo above 5.0 (i.¢, 5 of child
support is collected: forjmh $1 spent to collect it).

The formulas each have lower limits below which incentives are not paid unless the
Statc makes & Jarge inoroase over tho previous yeas's perfomanoa Thase lower limits were
sel by exwnlalng currenit pcxfonnancc dau

’ ' i

Goals of the Stmtegie Plan

In February, 1995 the Pederal Office of Child Support Enforcement and ita State
partners achieved consensus on the gdopton of @ National Strutegic Plan for the program.
The Plan consists of three major goals, as well 8s a number of shiecdves for euch of ie
goals. This effort was & result of OCSE's participating as a pilot program for the
‘Governmaat Pcrfmmce and Results Act.

After dcvcloping the guals and objectives for thc Stratcgic Plan, the next step was to
. develop perfoninince measures which would be used to measure rosults und the program's
success in schieving the goals and objectives. A representative group, including some
members of the Core Team that developed the Strategic Plan, Pederal staff and State -
reprosentatives, mot over many months to develop thesc perfon‘nanee measures, which were

‘agreed 1o by the Smies n Yoy, 1996.

The Incentive Fundmg Work Group based much of its work on the gmundwork acmc
by the GPRA Performance Measire Work Group. Thé patemity estsblishment measure i
detlved from Goal I of the Strategic Plan, All' Children Have Parentage Extablished. The
arder establishment mesure comes from Goal 1, All-Children n IV-D Cases Have Financial
and Medical Support Orders. The last three measures on current collections, arrcars .
callections and cost effectiveness derive from Goal IT1, All Cntidren in IV-D Cases Recelve
Financlal and Medical Support from Both Parenss. In this goal, there are several objectives,
including “to increase the collection rate" and “{o make the process more efficient and -
responsive.” The mmum specifically address thesé objeotives.,

The Incentive Work Group also \vnrked to engure that o pafomnnae measure would
- reward negative *unintended consequences.* There was an effort to examine all ways a
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program tmght attcmpt to improve ns $00T6 ON B MEASUTD and 0 remove any measure that
would lead to behavior that would hurt the program. The Group recognizes that it is
impossible to andclpaxc and avoid an unintended consequences and has built i 1n & mechanism
for future adjustments i in the formulal (See Review Mechanism.)

Prompt R,mpoise.m l‘rogralm Improvementa

The incentive funds. which will be paid quarterly based on the program performance
achieved during the prior Federal ﬁsml year, recognizes improvements each year, The
higher the score on a measure, the tughar the proportion of incentive maney that can be
semed. FPurtharmoro, those States &«uh vory low scorcs can eam a portion of the incontive
money if they demonstrate substantml improvement in program performance over the prior
year’s performance. In most cases, 2 low scoring State must improve its own performance at
least 3% to be eligible for any incentive payment. For the patemity measure, performance
in the lower mnges must improve by at-least 10%.

Racogniws Maintenance ofI High Performance

In addition to réwardlng a program's improvement, the Work Group felt scrongly that

those Statee that ware ruccassful at maintnmlng a high performance level should be

rewarded. Ilor this reason, the absolutc scorc a Statc achicves dictates the pmpomon of

incentlve that it can eam at the higher levels, while improvemnent over the prior year's
.performance was not 8 requlrcment of the formulac st these higher levels, Tikre is a

recognition that & State achieving a vezy high level of performance will have a much harder .
- time impsoving its performance than will a State at & Iower level and must invest substantial

rCsoUrees to maintmu (he high performance. ,

Requires ngmm Relnvestment

The Work Groﬁp strongly mcommands that States be required to relnvest fedaral
doliars in1o the Chlkl Support anorcemmt program valhier than diveeting them to other
» however warthwhile. 'I‘hls will ensure continued improvement, adequate
£ESOUrCes, and the maintenance of high performance lzvds -

‘ ' J ‘h
‘Review Medmnhm /

There were two major dlfﬁculﬂ&s that faced the Work Group in developing an
mmtrve funding farmula for the future. First, the groun recognizad that it was making a



http:dlvc.rt1.ng
http:pmgra.ro
http:adjustm~.nts:.in

A R R st AW W EAMMAINLL AaiaaT v A AN Wik del i) wa 4 A W
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reoommendation for a formula that would not be put inlo affact until FY 2000. \Uﬂh the
passage of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996, the
Child Support Enforcement program is 1ikely to change dramatically in the next few years,
The effects on TANF and non-TANR caselnads are uncertain. This limits the reliability of
the data upon which the recommendations of the Work :Group are bascd. Because of these
and other uncertainties about the program, the group felt that it was essential to huild iato the
incentive funding formula & mechanism that would allow the Secretary, in consultatun with
the States, to review ﬂw program’s results and examiine any unanticipated and/or unlatended
consequences of the proposad formulz and recommend changes based on these actual results
every three to five years.

The group mognm_e‘nds that in the futurc a welfare cost avoidance measure be
ncluded at sush time &s 2 more relisble measure is developed.

It is essential that every effon be made to ensure that the pertormance data on which
ineentive paymants will be made be relisble. While automation should improve the guality
of the data, OCSR's nudit staff will need to examine how the. States are reporting data and

help the States achicve rcliable data reporting. This is anchpated under PRWORA, in naw

| rsponsibmues for: l‘ederal audlts, _?

Treat All Chlldum anhnbly '

The Iwommcndud incentve fund.ing furmulx is inteaded to continue the Child Support
. Baforcement program’s cflort o put chilldroi first. It has tricd to ensure that children are
served equitably and without discrimination by malnteining  balance between emphasizing
the needs of TANF reciplents, large and small Statee, interstate and intrastate cases, ett.
The Work Group neither expected nor intended there to be any redueed efforts &s a result of
- State's. aming lm mmcy basad on pcxfonnancc ‘

' Slmplklti -

. The Work Group sirlved to mch consensus on a fonnula thax would be simple to
.understand and adminigter, which at the same time would maet all of the abave criterin. By
taking e similar approath to each measure, in which outcomes were rewarded proportionately
at the upper levels of performance, and substantial improvement was rewarded at the Jower
performance levels, dad group atamptad w achieve a degree of consistency and simplicity.

B
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- CONSIDERATIONS -

- At the same time that the Incentive Funding wOrk Group was guided by some

fundamental principles,:it tried to keep in mind some realistic constesints and process
ennsiderations in its deliberations. They wanted 10 recommend a formula that could be
accepted by all who would be affected Thess consxdcraﬁons, listed below, also affected the

group's mommmda.dons

1.

The formula recommended should be polmeally viable. All stakeholders should be
considered. Stakeholder concems were anticipated and addressed at every step of the
process. The concerns with respect 1 each aspect of the formula were addressed and
resvlved. Y - _

Some States mu lose money uader a cost neutrel new incentive mnding scheme based
on performance. Because the]current system is not performance-based each State is
guaranteed to receive a mirumum of 6% of eouqcuons in Incentives. By moving to &
formula that is bnood on p»formmoe and, at the came time, is-cost neutral for the

Federul govcmmem. some Sma will certainly lose incentwe money in the future

unless thay 1mprove their peﬂormancc.

There must be buﬂt in ﬂexibihty to change the system (based on consultation with the
States) if it Is nqt working properrly 1f unintended conssquences are discovered, the

© gystem should be changed. 'l‘he world will change dramatically under welfare reform .

and the proposed formula mlght need to be changed becuuse of that. Also, ln the
future, with welfare reform, it is possible thut the & measure could be developed to
look at cast avoidance e

There should be as much advamc notice to States as possidle to allow for proper
preparation, plz.ynmg, ad pa'ronmmcc fmpro {. Advance planning time is

,nwmxyforbudgeﬁngwmm for example. noed time to prepare for and

a;lﬁmmmmbﬂw mmwiubemimﬁveforsmtodeannpm
waluads. o : r

The :womumadpd incentive: funding systcm should avoid posszbdm& of "gaming*® tbc

- gystem and ahould also mmge easly zmplemmuum by the States.

States should funﬂ some part of thelr Child Support anorcement program. ‘I‘hey are
mandated to mnd 4% of ths program. The Work Group expressed concern about’
those States that ure makins profiis® on the Child Support Baforccment program
without retu thess benefits tn the program. The Work Group also felt that it was

- important to tain the curmt level of federal finsncial participation (FFP) at 66%..
Continusd funding at the prmut level is eritical 1o ensure that siates have the
. Mecessary, staff q.ud FeSOUrCEs W meet the now requircmw and c.hallengcs.
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—

7.  States should continue to worry about working the "tough' cases and about timeliness
of service delivery. There Is & crideal nwd o rewerd success I assistance cases and
former assistance cases.

GENERAL mm»ms%

As mentioned prmously, in order to keep the incenﬁve fundmg formula relatively .
simple to understand, explain, and administer, there are certain consistencies in approach
.across &ll five measures. Also, there is 2 Jogie to the five measures chosen as they
emphasize the iogwal development stages in a child support enforcement case: establishing
patermity, ¢stablishing o support order, collecting curnan; support duo, collecting any arrcars
- owed, and doing all of this in a cost effective mennet. .

States want their performance to be judged and oompamd with their own performance
in the previous year. These measures are constructed to compare a State's performance to
itaclf, not to . ‘mhoml avarqgo

In each case, mere is an upper threshold for each State to achieve, MOst often set at
80% (and S:1 ratio of collections to costs for the cost effectiveness measure). Any State that |
achieves this performance level, or any level ahove this, is entitled to the full incentive for
that maasure. Tha reasons for tha RD% vary across the measures, but in general they include
a recognition that this is a level that States can realistically strive to achieve. At the same -
time, the 80% reoogmm that there will always be some cases in the ca.scload which, fora
varjety of reasons, wm be impossible 10 work succ:ssfu}ly -

At the lower end of the scale in each cass, there is & minimum level below which the
group felt that performence should not be rewarded unless a State demonstretes a substantial
fmprovement over the prior year's performance. The group belicves that substantial
improvement should be. recognized with some incentive funding, though never more than half
of the maximum incentive posalble. (The cost effectiveness measure is the exception to this
rule,) Thiz mechanism allows them some access to funding if the program is moving

sumcxmﬂy quickdy in tﬁe rlght dnwdon |

;owe
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PATERNITY MEASURE “
The first measure is based on the Paternity Bstablishment Percentage as defined in the

Personal Responsihility and Work Opparmmty Reconciliation Act on 1996, Under
pRWORA States may nse ‘either one of the following two measures:

1. IV-D Pate:'mty Eb‘mhl:sluuent Percentage:

The ratio that me_; total number of children in the IV-D cascloud in the fiscal year or,
at the option of the State, as of| the end of the fiscal year, who have been bom out of
wedlock, the paterity of whorr has been established or acknowledged bears to the
total nuraber of children in the «[V-D caseload as. of the end of the precedlng fiscal

year.who were born out of wadlock .
Bquatlon: |

Total £ of C!hﬂdran in IV.D Casaload in the. Pim1 Year or.
at the option afthe Statr, as ofthe ond of the Fiscal Year who

i . AN W o> sl - D =
Total # of Chilldren in IV-D Cﬁseload as of the end of the prncedins
Fiscal Year who were Born O?xt of Wedlock  °

H

2. Statewlde mémny Establlshment Percentage:

The ratio that xhe total number of minor children who have been born out of wedlock
and the paternity has heen ﬁmbhshed or acknowledged during the fiscal year, bears
to the total numbe.r of chudren born out of wedlock during the preoe:ﬁng fiscal year.
Total ¢ cf Minor Cb.lldm who have becn Bomn Out of Wedlock ami

‘of. Wedlock During thereeedmg Riseal Year

Total l of Chﬂdeom Out

This megsurs ig umque gmong the five measures in that, by statute, there m .

~ currently penalties basad on the pmmity measure. Stetes are required w improve their

- performancé by a specific amount ox| 'they-are subject 1o penalties. The Work Group
oconsidered whether the {ncentves based on this measure should reflect, in some manncs, the
peaalty scoring systcm. 'For mple the penalty system requlires that States demonstrate
improved performance over thepmious year, There was & concem about whether States
should be subject to penalties and be| eligible for lncentives at the sume thne. Some felt that
the lack of incentive would maks thass States doubly penalized by not improving
performance. The group concluded|that Statas should be eng‘ble for incentives based on
performance even if they were nubjeot to penaltias because their performance had not
improved to the extent raquired to avold the peualty / An example illustrates the rationale for

9

. o v -
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Athls If a State is &t aﬁ 85% pcrformancc level one year, and increases to 86% the following
year, it would be subject to 2 penalty for not achieving a 2% increase In performance, The
Incentive Funding Work Group felt that the State should be rewarded for its high level of
parformance by receiving 100% of the possible incentive to encourage sustained
performance. The patemity incentive {s an integmal part of the recognition and reward of
State performance in the range of required program results, and, as such, merits distinction
regardless of the potential for a pcnalty The scale for the inccntlvc funding on paternity is
shown below ,

Paierntty Establishment Pemntazg"

"""Pen_rformfance Leve! L% of Maximum Incentnve
80% end above 100% v
% L., %%
8% I 9%6% .
| % - - | T
! 6% 92%
- TR . 0% ;
%% o 88%
L B% - o 6%
% e
| C u% o i . 0e
| Bz | - 0%
{ s1% - 9% Gnereases by 1% increments) | 61% - - 78% (nereases by 1% increments)
| 0% ER 0% .
49% snd below _ $0% if inorease batleasth% .

Ifa Smc Is pa‘formmg at the 70% lcvcl it is eligible for 80% of the Mcenuve for

this measure. Ifitispa'fomingaxme‘n% Ievel, it is eligible for 94 % of the incentive for
this measure. If performance drops from ong year at 72% 10 the next year at 69%, the

incentive petceatage drops from 84% to 78%., but docs not disappear altogethes. If a State is
-2t 48%, in order forﬂiatscatetnrweiveapcrmnge of incentive, it must have improved at

lanlOmm;opdnnminpmyws . That is, the State would have
had to have been at or-below 38% thepreﬂousywmoxﬂertomemm% of the

oenive- }Jz’ﬂcf ex G?Y\M X @M%&‘f X P @@J(/nnl\fesf’

l/\ mw%ﬁ(ﬂvv\’huf 10

=D ool PR
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* CASES WITH SUPPORT ORDERS

' The second measure looks at the percentagc of cases in the IV D caseloa.d that have
orders for support '1113 equatmn to c.nnpute the incentive is a8 follows:

Total Numbcr of IV-D Cases |

Again, this mea.sure has a sudl ng scale. 50 mat an mcrmsed performance eams &
higher level of the Incentive. Any. mrc above 80% earns the maximum possible incentive.
Any scare below 49% requires an improvemcnt of at least 5% over the prwious year's

L performanee, The tabl? below illustrates the scoring on’ this measure:

W
olrder Emblishment
!I

*
!

| Petormanceleva | |
. 80% and sbove T j00%
W% T 98%
78% | . 96%
e — - o]
. 76% . | 9%
o 1 T om
4% . | 88%
3% ; L 86%
% R B4%
7% b ek
e | . 80% |
51% - 69% (Increasés by 1% increments) 61% - 78% (increases by 1% increments)
j 0% SR - 60%
‘ | 30% xfumsebyatlmstS% __

'111
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COLLECTIONS ON C'URRENT SUPPORT

" -

The third measure focuses on the proportion of current support due that is collected
~ on IV-D cases. This measure was felt to be very important because it gets to the crux of the
program: regularly md dependably collecting support money that is due families.

The propourun | or curront support collected is cxpresscd by the following formula:

- Mﬂoﬂmﬁnﬁm Current. Supwxwﬁs
) Total Dollars Owed for Cum:nt Support in IV-D Cases

The scoring fo: this moasuro Is vory aimilu to the ono used for the first and second
measures. However, the lower threshold is 39% for this measure, as opposed to 49% for
the previous measure. This lower threshold is based on an exammanon of current collecuon

i " Collections on Current Support

, % ofMaxlmum Ineanuve :
80% and above S 100%
9% L 8%
8% o 96'%
% , : %%
765% S ‘ 92% i
7% o o 0%
~  us . | $8% ﬂ
ne .- 86% -
I 1% - 84% I
7% - 82% g
| 0% - 20%
41% - 69% (locruascy by 1% lncrements) | 51% - 79% Ginorcasca by 1% inoroments)
| 40% . 0% |
39% and below e 50% tfatlmst 5% (ncrease

12
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COLLECTIONS ON ARREARS |

The fourth measure assesses efforts to-collect money from those cases with an
ucrearage due, While the group wanmd to cmphasize the importance of collecting regulasly
the current support due to o family, r.hay felt that it was important to Include a measurs that
assessed the efforts to eouact arvears owed

‘This measure fooum on how wcll States are domg at collecting some a.moum of
money on those cases having an arrearage. The measure specifically counts paying casas,
and not total arrears dollars collected, | because States have very different methods of handling
certein aspects-of errears cases, such as their ability to write off bad debt or debt which is
almost certainly “uncollectble,” bome States agpressively seck judgments for unselmbursed

- agsistance under State law. They also have different policies on case closure, Additionally,
some States charge interest on arrmrsﬂ which is considered additional érrearages, while
others do not. In many cases, large meamges already exist when an individual applies for
assistance or seeks services under the | ;program Given these differences in practice, the group
found no ienable mv;qu for wmp}ctcly Ioveling the playlng ficld among the States. The ’
measure selected comes as close s posmblc In this measure, the group recognized the
strong, expectation of policy makers that inroads be made on the ccllecuen of the mounting

arrearage. :
The q.x;uaﬂonﬁ;r tf;is mensure is below:

Total number chV-D cases with arrers doe

The scoring on this measure is; simﬂar to the pxekus two measures, However, ﬁwre
is a lower bottom Mow on this maasure because of;‘the difficulty in collectmg on arrears
cases, asmcvxt!mtmcurrentpmfomanccdam S

{
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Cases with Collectlons on Arrears

el

‘ ﬂ - Performance Level ‘% of Maximum Incentive
1. 80% and above '1009'2
| "% 98%
8% 9%
7% 94%
16% 92%
5% 0%
74% 88%
3% 86%
I % 5%
71% 82%
0% | 80%
41R - 69% (1% increases) - * S1% - 70% (1% increases)
| 40% | 0%
W% and below ~ 50% if S% increase




INCENTIVE EUNDING WORK GROUP REPORT 'I’O THE SECRETARY OF HHS
| -
COST EFFECT[Vm 'Jr

The final measure assesses the total dollars collected in the Child Support
Enforcement program for each dollar cxpended Currently. cost effectiveness is the only
measure on which States are being iudged However, in the new incentive formula, unlike in
current practice, total costs and collecﬂons are measured: there is no provision for sepmung ‘
wEislance versus non-asslstancc collections over costs. :

. There are @ number of reasons ror looking ar all costs together in the fulure. The
greatest reason is the need to avoid contmumg the perverse incentive in the current formula.
States are better off under the cutrent formula if families stey on public assistance. With
walfare reform, the gcsal. is fewar and ﬁwer TANF cases as paople move toward self-
sufficiency. The formuld should suppon not subvert, this goal. It is also very dxfﬁcult, and
somerlmm arbltrary, 10 wward these efforts scparately.

The. equation for. cost effectiveness is as follows:

 Tousl IV-D Doliary Expended |
The incentives would be based on the scoring in the table below: -
. CostEffectiveness
: $.00.and above
] . 450-4.9 0%
400~ 4.49 o 80%
3,50~ 3.99 ‘ ” 20%
. 3.00%3.49 N W%
2.50- 2.9 - S0%
2.00-2.49 I | | 0%
! .99 and below ‘ S

__This Is the only measure for vﬂhxoh there is no incentive given bclow 2 spe::iﬁc soore,
even if significant improvement oecuns. The group felt that if the cost effectiveness mtio
falls below 1.99, the State should eam no incentive because performance below that level is
unaaaoptable

15
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WEIGHT]NG THE MEASURES

" Each State will eamn five mcenuves bastd on performance on each of the ﬂve ;
measures. However, there was a strong feeling among mombers of the Work Group that the

. measyres were not of equal importance and should not carry an equal weight. After much

discusgion, the decision was reached to count the first three measures (paternity and order

‘establishment and oollections on current support) slightly more heavily than the last two .

(collections on arrears and cost effectiveness). . For each of the first three measures, a 100%
score earns 1% of the “expanded collections” as defined below. Lower scores eam a
proportion of the 1%. The last two measures are worth at a maximum . 75% of the
“expanded collections.” Lower scores, agaln, earn & lower proportion of this .75%. The
cholce of 1% and .75% derive from the necessity of using & cos-neuurallly faclor thal, will
ensure that the amount of incentive money paid out undes the new formula approximates the
amount that would be paid under the current sysiem. Minor adjustments can be made in the

‘ petcemages chosen, if necessary, when final CBO- prmecﬁnm are made.

IL should be nouﬂ it he welghting of e usmsuscs is one of the arcas that pcople

felt might need revisiting after the program is in effect for a fow years. At that time,
“simplicity may dictate giving all measures an equal weight. ' Or, on the other hand, the Child
~Support Enforcement program may seek to emphasize one aspect of the progmn over others.

thf&ng the wejghts of the mcasurs wcomplmhes that aim

INCENTIVFS BASED ON COLLECTIONS

The cumnt mcentlve system is based on fotal TANP collections and non-TANF
' collectlons capped at 11,5 % of TANRE c¢ollections. Non-TANR enllections, as ourrently
defined, includes callections from former TANF cases.. There are several problems that
States are experiencing with this formula which will be exacerbated in the future. First,
those States for whom nmmewcmmofﬂﬁmwam-rmmwngpﬂmm
because they cannot count all of their non-TANF collections. This may not have been &
problem when the cap was first established, but | as ‘States are sucoessfully moving people off
of assistance, the penalty continues, . Additionally, it is possible that the number of assistance -
cases will decrease over time as the implementation of welfare reform moves people toward
sclf-sufficiency. The resull of (his succzss would be a smaller and smaller number of
assistance cases and collections which would result in fewer incentive dollars available to the.
States. Another result of capping the non-TANP collections is that States have less incentive
to work non-TANF cascs once the State has reached the cap, The Work Group felt that
. States ought to be rewarded and ensouraged to work all cases. Tharefore, the mcmuve base

ought to includs all non-TANF cases wathout 8 cop.’

mw«kcmp fdtﬁntxtw&pedali mpammwmsure that States had
xigrﬂﬂmntinmﬁmtoworkTANmedfmTANFm Collection of child

support for these groups is especially important to assist TANF recipients to leave welfare
and to help thesn achieve self wfﬁdmcy 30 that they do not return to welfare Since
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collection in TANF and formcr TANFE fases is genemny more difficult than in non-TANF
casey, and non-TANF collections are nsmg at a faster rate, it is sensible to provide a heavier
emphasis on collection in TANF and formcr TANF cases. In addition, collections in TANF
cases provides direct savings to the Sme and Federal povernments. Therefore, the Work:
Group recommends adding collections madc on former TANF cases to collections made on =~
TANF cases and doubling these collecnons in the formula to give them extra emphasts, - This
has the addcd bencfit of 'mitigating the impact of the change from the current incentlve -
system with its cap on the non-TANF collechons so that the potentia! collection base would

be mare cquitable to States The formula that the Wark Group recommends is &s follows:

2(TANF + former TANF) + non-TANP expanded mcenuve collectzon base '

'non-TANFdoes not include fﬁrmer TANF : (

. 4 | -
‘PHASE IN : ' | | -
" There It no quaauon that ocertain States wﬂl loee money by uning the new incentive
funding formula, which is required to ,be cost neutral, To migrate from a System that
‘guarantess a minimum 1nccnt1ve o everyone, regardless of perfornmunce, W & system. that is
based on rewarding pcrfonnanee. some States will receive lower incentives. To mitigate the
loss of incentive funds that have been|used to fund the program over the years, the group
recommands that the new formula be phased in over a‘'one year periodl. - To accomplish this,
for figcal year 2000, & State would eam half of what it would have earned under the old
incentve formyla and half of what it eams under the new proposed formula. In ﬂscd year
2001, the new formula would be fun) implemented. - -

|

i
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INCENTIVE FUNDING WORK GROUP REPORT TO TIIE SECRETARY OF HES
- EXAMPLE ' '

To illustrate the way the incentive funding formula would work, we will take the
hypothetical case of the State of Xanadu. Let's assuma that for Xanadu, the incentive
funding base as defined previously is $50,000,000. The incentive funding bass is multiplied
by the maximum valuss established for the measures, e.8., 1% for the first three measures
and ,75% for the last two measures. The product of thul wulculedon is found In column B
below. The following teble illustrates the scores that Xanadu received on the five
petformance measures and their maximum value derived from standards tables for the five
measures. Given these scores, the next step would be to multiply each score by the
maximum value of the measure to get a total incentive amount.

i ._-TQ . , e il -
{ Measure Kumudu Perceatage Maximpum , Incentlve Pa}me.ut ‘
Puf&a:nu | ofIncentive Value of (s)
S Incentive ($)

Sl PO N T 1 1)

‘ 'CGNCLUSION

: This report of the Incentive Funding Workgroup to the Secretary of Health and

- Human Services to the Congress recommends & new {ncentive funding formula for the child
support enforcement program that recognizas a range of critical services. The recommended
incentive funding formula, developed in partnership with States, rewards performance end is
cost neutral, This formula will, in tandom with the strong child support provisions of
PRWORA., greatly improve the support provided to America’s.children into the 21st century.
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THE SOCIAL SECURT'I’Y AC’I‘

Sec. 458. Incentlve payments m States
{a) Purpose; reqmremem; quarterly payments

In order to enaourage and reward| State child support enforcement programs which
perform in & cost-effective and efﬁcxem manner to secure support for all children who
have sought assistance in muﬂng support, whether such children reside within the
State or elsewhere and whether or not they are eligible for assistance under a p
funded under part A, and rega.rdlecs of the economic circumstances of thelr parents,
the Secretary shall, from suppon collected which would otherwise represent the
Federal share of assistance to fa.nuhes of noncustodial parents, pay to each State for
sach fiscal ycar, on a quarterly lﬁasls (as dosoribed in gubsaction () of this :ectwn)
beginning with the quarter commencing October I, 1985, an incentive payment in an
amount determined under subsection (b) of this sacﬂon

(b) Incentive formula

¢)) Except as provided { in paragr&phs (2), (3), and (4), the incentive payment
shall be equal to--
(A) & percent of the total amount of support collected under the plan during
the fiscal year in cases in whxch the support obligation involved is assigned to the
Statc pursuant to section 608(3)(3) orsection 671(9.)(17) of this title (with such tota}
amount for any fiscal year beung hereafier referred to in this section as the State's title
IV-A collections® for that year) plus ,
B)6 pﬂ'aem of the il amount of support collected during the fisoal year in -
ali other cases under this part (vnth such total amount for any fiscal year being
ham;.ﬁar referred to in this saction as the State’s *‘non-title IV-A collections®’for that
year
-~ (2) If subsection (¢) of mis section applies with respect to a State s title IV-A
collections or pon-title IV-A eollecﬁons for any fiscal year, the percent specified in
paragraph (1)(A) or (B) (with :upect to such collections) shall be increased to the -
higher percent determined under such subsection (with respeot to such collections) in
.determining the State's mwﬁve payment under. this subsection for that year.

(3) The doliar amount, cf the portion of the State's incentive payment for any
fiscal ycar which is detctmmad on the basie of {13 non-titla TV-A collections under
paregraph (1)(B) (after adjustment under subsectmn (c) of this saction if applicabic)
shall in no case excoed—

(A) the dollar amount of the portion of such payment which is dcwmuaed on
the basis of its title IV-A wnecﬁon: under paragraph (1}(A) (uﬁer adjustment under
subsection (c)-of this section if

applicable) in the cass of fiscal yar "1986 or 1987; :
{88 (B) 105 percent of wcb dollar amount in the cass of fiscal year

1089; or

© ,ll'Ospemem of such dollar amount in the case of fiscal year

(D) 115 peroent of such dollar amount in the case of fiscal year
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1990 or any fiscal year timeo.ﬁez , ' '
(4) The Secretary shall make such addldonalvpayments fo the State under this .

part, for fiscal year 1986 or 1987, as may be necessary to assure that the total amount

of payments under this scction and section 655(@)(1)(A) of this Gile for such fiseal |
year s no fess than 80 percent of the amount that would have been payable to that
State and its political subdivisions for such fiscal year under this section and section
655(a)(1)(A) of this title if those sections (including the amendment made by section
S(c)2)(A) of the Child Support Baforcement Amendments of 1984) had remained in
‘effoot oa tiey wore in effect for fiscal year 1985.

(c) Increase in verc,enmgc. laboratory costs

Tf the total amount of a State’s title IV-A collections or non-title IV-A collections for
any fisosl year bears & ratic to the total amount expended by the State in that year for the

opesation of its plan approved under scction 654 of this title for which payment may be made

under section 635 of this title (with the lold amount so expended in
any fiscal year-being hereafter reterred to in this sscdon & the Stae's *“combined Ude 1V-
A/non-title IV-A administrative costs™ for that year) which is equal to or greater than 1.4,

the ralevant pescent specified in subpamgmph (A) ar (B) ‘of subsection (b)(1) of this section

(with respect to such collections) shall be increased to—

(1) 6.5 parant, pluy |
@) onb-half of 1 percent for each full two-tenths by which sud: muo exaeeds

1.4;

excapt that the percent so speoified shall in no event be increased (for either Gitle IV-
A collections or ‘non-title [V-A collections) to more than 10 percent. For Purposss of

ths precading sentence, iaboratory costs incurred in determining paternity in any fiseal

 year may at the option of the Statc bo excluded from the State’s combined combined

 title N‘Alnon-ﬁﬂc IV-A administrative costs for-that yw
(d) Suyport wllected oﬁ bahalf of indmduzls res:d{ng m anomnr State
~ In computing incentive paymeau under this ucdon §uppo:t which is

' mﬂs@bym%ﬂﬂwmmtofummsmmﬂbcw

tarhaving ‘been-collectad in full by each such:State, and any-amounts
- expendad by the State In carrying out a special project ‘antimed under
wction 655(¢) of this-tide shall be oxeluded.

(¢) Bstimates by Secretary; quarterly payments

“The amounts of the incentive payments to be mads to the various
Suuundaebiamﬁmfmanyﬁscalymshm&wlmwbythe
Secretary at or before the boginning of such year en the basis of the ,
best information available, The Secresaly shall meke such payments for
such year, mammlybsm(wimmchqmnalypammzmde
no latar than the beginning of the quarter involved), in the amounts 0
estimated, reduced or incroascd to the exteat of any ovarpayments or
underpayments which the Secretary determines were made under this
saction (o the States invalved for prior periods and with respevt o
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which adjustmont hos not already boen made under this subsection. Upon
the making of any cstimate by the Secretary under the preceding

sentence, any appropriations available fu] payments under this section
shall be deemsd obligated. . i : s




THE PERSONAL RRSPONSIBILITY
AND WORK OPPORTUNITY RECONCILIATION ACT OF 1996
[Public Law 104-193]

SEC. 341. PERFORMANCE-RASED INCENTIVES AND PENALTIES.

(a) DEVELOPMENT OFF NEW SYSTEM.--The Secretary of
Health and Human Services, in consultation with State directors of
programs under part D of title IV of the Soclal Security Act, shall
develop a new incentive system to replace, in a revenue neutral
manner, the system under section 438 of such Act. The new system’
stwll provide additional payments to any State based on such State's
performance under such a program. Not later than March 1, 1997, the
Secretary shall repast on the néw system to the Conuuitiec on Ways
and Means of the House of Representatives and the Committee on
Pinance of the Senate. A
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LRM !D:‘ MDH18 SUBJECT: HHS Proposed Report on Child Support Enforcement Incentive
Funding ‘ E ' ; ‘ ‘
RESPONSETO .
LEGISLATIVE REFERRAL
MEMORANDUM

If your rasponse to this request for views Is short (e.g., concurlno comment], we prefer that you rospong by
e-mall or by taxing us thiz rasponss ghast. If tha response is short and you prefer to cull, pleass call the
breach-wide line shown below {NOT the snalyst’s line) to leave a message with a legisiativo essistent.

You may also respond by: ’
{1) calling the analystfattomoy s diract line {you wilil be connected to volce mall if the analyst does not

(2} sonding us & memo or letter o
Plaase Inciude the LRM number shown ebova, and tie subject shown below. -

TO: ' Melinds D. Heskins Phone: 395-3923 Fex: 395- 6148
. Otiice of Management end Budget
Branch-Wide ro {to rauch legigiative asslslant}.,395-7362

FROM: (Date)

__ﬁzfaﬁi & Rk-{- {Name}
_lolike HQMS_DRC_ (Agancy]

M "‘2 ? q__‘ (Tel‘ephone'l

The following Is tha reponsé of our sgency to your raq&ast for views on the sbove-captioned subject:

Concur

_ No Objection

No Commant . ,
z See proposed edits on pages _&M

... Other;

FAX RETURN of - pages, uttaeched to thl§ roponse sheet



PROPOSAL FOR SECRETARY’S REPORT ON o
CHILD SUPPORT ENFORCEMENT INCENTIVE FORMULA

Changes to Secretary’s Report

On page 4, delete 2nd full paragraph starting “The paternity establishment measure...”
- On page 5, insert at the end of the third to last paragraph after “right direction™):

 These incentives will not change the substantial penalties imposed by public'.law
104-193 on all states with less than a 90 percent paternity establishment rating.

HHS to prepare materials to explain the relative sizes and uses of the paternity establishment
penalties and the incentives with specific numeric examples from a fictitious state.
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Malinda D. Hasklna 03/04/97 03:45:21 PM

Record Type: - Record

To: Cynthia A. Rice/OPD/EOP

cc: Cynthia M. Smith/OMB/EOP, Keith J. Fontenot/OMB/EOP -
Subject: CHild Support Incentive Report Comments .

- Here are OMB's comments on the HHS child support enforcement incentive payment report.

-~ Forwarded by Melinda D. Haskins/OMB/EOP on 03/04/97 03:46 PM

CynthiaM.Smith . 03/04/97 03:43:01 PM

-
Record Type: Record

To: Melinda D. HaskmstMBfEOP

ce: WendyA. Taylor/OMB/EOP, Keith.J. Fontenot/OMB/EOP, Lester D. Cash/OMB/EOP
Subject: CHild Support Incenttve Report Comments

Cynthia M. Smith

Cynthla M. Smith . 03/08/07 11:42:17 AM

e
Record Type: Record

To: Keith J. Fontenot/OMB/EOP, Lester D. Cash/OMB/EOP

ce: \
Subject: Proposed Comments to HHS

Comments on the Child Support Enforcement Incentive Funding‘Reﬁort to Congress

Coét Neutrality ( pgs.6-7)

The Cost Neutfalify Section of thg Report to Congress sl_lould be amended as follows:

“The statute requires the new system to be cost-neutral. Since the spending effects of the
new system are untried and welfare reform substantially changed child support
enforcement, the proposal needs to include provisions to ensure that aggregate incentive
payments are what they would have been under the old system, even if baseline projections
are wrong. HHS will work with OMB and its State partners to develop an automatic



adjuster to ensure cost neutrality.”

[One method to ensure cost-neutrality is to.compare of amounts available under the new
incentive structure against amounts that would have beén paid as under the old system,
given the same amount of nationwide collections. If the national total paid under the new
incentive formula exceed amounts that would have otherwise been paid under the old
system, the national total incentive fundmg available for distribution to the States would
be reduced proportionately.] :

Bifurcation of State Prog;ams (pgs1& 9)

Given that the incentive system will be cost-neutral against prior law and continue to be
financed from the Federal share of collections, a choice by some States to bifurcate child
support services and reduce the Federal Share of collections may reduce the overall
amount available for incentive payments. The report should indicate that, in the event that
a legislative solution is not enacted, the Administration will propose a cost neutral plan so
that States who continue to contribute their appropriate share of Federal child support
collections will not be penalized under the new incentive system. '

Paternity Establishment Incentive

~ This incentive would financially reward those States that do not meet the paternity

. establishment requirements of the welfare bill, and are subject to a penalty under law.
Therefore, this proposal could beperoeived as undermining the intent of the legislation.
HHS explicitly discusses this concern in the Report to Congress, but does: not propose a
solution.

We do not disagree that it is good policy to reward States that make significant
improvements in paternity establishment or sustain high performance. However, under
HHS proposal, a State that establishes paternity in only 50% of the TV-D caseload, and
shows no improvement over time, is still eligible for 60% of the incentive for this measure
year after year. Penalties for States who continue to score low on this measure and show
no reasonable improvement over time should not be forever offset by incentive payments.
HHS should mdxcate m the Report to the Congress that they are "exploring ways to
resolve this concern." ‘

[HHS could write in an automatic adjustment to the proposed measure so that the
expected level of performance to earn an incentive will increase over time. Eventually, the
full incentive should not paid to States who do not reach 90% (as is required by law) and
reasonable improvement should by shown by States who do not meet that threshold to
earn a portion of the incentive]. :

Amendment to the Review Mechamsm

In the attached Report to the Secretary, the Workgroup recommends that a welfare cost
avoidance measure be developed once a reliable measure is available. This


http:time,.is

recommendation should also be included in the report to Congress.

As mentioned in the Report to the Secretary, the report to Congress should underscore’
the importance of providing the Secretary with a review and correction mechanism in case
the measures have unintended, unwanted consequences. For example, no performance
incentive is provided for timeliness of service, although this is an important program goal
and is the foundation of improvements in paternity establishments and collections. As
HHS gains experience with the new performance-based audit system, it may be -
appropriate to factor timeliness of services or other factors into the incentive system.

i


http:collectiol.ls



