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SUMMARY

H.R. 4737 would:

Reauthorize the Temporary Assistance for Needy Families (TANF) program at
current funding levels. It would increase funding for some grants and establish
several new grants, but also would eliminate funding for other related grants.

Increase funding for child care programs by $1 billion or more annually;

Extend by five years the requirement that state Medicaid programs provide
transitional medical assistance (TMA) to certain Medicaid beneficiaries and allow
statesto provide coverage under Medicaid and the State Children's Health Insurance
Program (SCHI P) to certain pregnant women and children who arelegal immigrants;

Make several changesto the child support enforcement program, including allowing
the distribution to families of more collections from child support payments;

Increase funding for tribal welfare and employment services programs;
Require the Social Security Administration (SSA) to changeits system of reviewing
awardsto certain disabled adultsin the Supplemental Security Income (SSI) program,;

and

Extend customs user fees through February 28, 2005.

CBO estimatesthat enacting H.R. 4737 asapproved by the Senate Finance Committeewould
increase mandatory spending by $1.2 billionin 2003 and by $23.2 billion over the 2003-2012
period. It asowould reduce revenues by $119 million over the 2004-2012 period. Because
the act would affect direct spending and revenues, pay-as-you-go procedures would apply.



The act would authorize the appropriation of $15 millionin 2003 and $457 million over the
2003-2007 period for new grant programsto aid noncustodial parents, teen mothersand low-
income families lacking adequate transportation or housing. CBO estimates that
appropriation of the authorized levels would result in $2 million in outlays in 2003 and
$457 million over the 2003-2012 period.

CBO believes that H.R. 4737 probably would impose intergovernmental mandates, as
defined in the Unfunded Mandates Reform Act (UMRA), on states because it islikely that
not all states could offset the costs of the act's changes to the child support enforcement
program. The costs of the mandates would depend on the degree to which states would be
able to alter their responsibilities within the child support enforcement program and to
compensate for the loss of receipts as aresult of the act. In total, states would face |osses
ranging from $73 million in 2007 to $90 millionin 2011. To the extent that states are able
to alter their programmatic responsibilities and offset some of these costs, the aggregate
amounts may be lower than the threshold established in UMRA ($65 million in 2007, as
adjusted for inflation).

Other provisions of the act would significantly affect the way states administer their TANF
and Medicaid programs, but because of the flexibility in those programs, the new
requirements would not be intergovernmental mandates as defined in UMRA. In general,
state, local, and tribal governments would benefit from the continuation of existing grants
in TANF, the creation of new grant programs, and broader flexibility and options in some
areas.

By extending the government’ s authority to collect certain customs user fees, the act would
Impose a private-sector mandate as defined in UMRA. CBO cannot determine whether the
direct cost of the mandate would exceed the annual threshold for private-sector mandates
($115 million in 2002, adjusted annually for inflation) because UMRA does not clearly
specify how to determine the direct cost associated with extending an existing mandate that
has not yet expired. Depending on how it is measured, the direct cost to the private sector
could exceed the threshold.

ESTIMATED COST TO THE FEDERAL GOVERNMENT
The estimated budgetary impact of H.R. 4737 is shown in Table 1. The costs of this

legidlation fall within budget functions 500 (education, training, employment, and social
services), 550 (health), 600 (income security), and 750 (administration of justice).



TABLE 1l ESTIMATED COSTSOF H.R. 4737, THE WORK, OPPORTUNITY, AND RESPONSIBILITY FOR

KIDSACT OF 2002, BY TITLE

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012
CHANGESIN DIRECT SPENDING
Titlel: Funding
Estimated Budget Authority 1522 1,520 1,770 1,767 1,767 1,766 1,766 1,767 1,767 1,768 17,181
Estimated Outlays 940 1,234 1,670 1,616 1,779 1,946 1,996 1,873 1,842 1,781 16,678
Title11: Work
Budget Authority 120 0 0 0 0 0 0 0 0 0 120
Estimated Outlays 6 24 30 30 24 6 0 0 0 0 120
Title I11: Family Promotion and Support
Estimated Budget Authority 155 156 156 156 156 57 57 56 56 56 1,061
Estimated Outlays 27 85 171 197 184 71 53 75 65 56 984
Title1V: Hedlth Coverage
Estimated Budget Authority 190 485 585 675 765 585 315 320 340 380 4,640
Estimated Outlays 186 473 584 666 754 588 345 325 345 385 4,650
Title V: Child Support and Child Welfare
Estimated Budget Authority 131 101 188 224 309 322 340 354 369 383 2,720
Estimated Outlays 60 113 208 246 333 306 339 359 373 38 2,720
Title VI: Triba Issues
Estimated Budget Authority 129 44 54 64 75 87 89 92 %4 97 829
Estimated Outlays 13 64 80 80 84 87 89 91 94 % 778
Title VII: Innovation, Flexibility, and
Accountability
Estimated Budget Authority 242 38 38 38 40 40 40 39 39 39 593
Estimated Outlays 16 138 164 128 7 27 5 39 39 39 548
Title VIII: Other Provisions
Estimated Budget Authority -6 -1,301 -705 -8 -109 -144 -176 -211 -253 -280 -3,267
Estimated Outlays -6 -1,301 -705 -8 -109 -144 -176 -211 -253 -280 -3,267
Interactions
Estimated Budget Authority 0 0 0 0 0 0 0 0 0 0 0
Estimated Outlays _0 0 -181 _-711 53 _133 66 _0 _0 _0 _oO
Total Changesin Direct Spending
Estimated Budget Authority 2,484 1,043 2,087 2,842 3,004 2,713 2,432 2,417 2,412 2,444 23,877
Estimated Outlays 1,242 829 2,022 2,810 3,109 2,965 2,716 2,551 2,505 2,462 23,211
CHANGESIN REVENUES
Estimated Revenues 0 -1 -3 -7 -13 -16 -18 -20 -20 -21 -119
CHANGESIN SPENDING SUBJECT TO APPROPRIATION
Authorization Level 15 148 98 98 98 0 0 0 0 0 457
Estimated Outlays 2 40 83 139 110 61 22 0 0 0 457

NOTE: Components may not sum to totals because of rounding.




BASISOF ESTIMATE
Direct Spending and Revenues

CBO estimatesthat enacting H.R. 4737 would increase direct spending by $23.2 billion and
reduce revenue by $119 million over the 2003-2012 period, for a net reduction in projected
surpluses of about $23.3 billion over the next 10 years.

Titlel: Funding. H.R. 4737 would reauthorize basic TANF grants through 2007 at the
current level of funding of $16.6 hillion. The act would not alter current requirements on
statesto spend acertain percentage of their historic spending level (80 percent, or 75 percent
if the state meets the work participation requirements) and to limit assistance paid with
federal fundsto five years. It would alter the funding of some grants related to TANF and
make severa other changes to program rules and reporting requirements. CBO estimates
title | would increase direct spending by $940 million in 2003 and $16.7 billion over the
2003-2012 period (see Table 2).

Sate Family Assistance Grant. Section 101 would extend the state family assistance grant
through 2007 at the current funding level of $16.6 billion. CBO already assumesfunding at
that level initsbaselinein accordancewith rulesfor constructing baseline projections, as set
forth in section 257 of the Balanced Budget and Emergency Deficit Control Act of 1985
(Deficit Control Act). Therefore, CBO estimates the provision would have no effect on
direct spending over the 2003-2012 period, relative to the current-law baseline.

Supplemental Grants. Section 101 also would provide additional funding totaling
$441 million annualy to certain states. It would extend the supplemental grants for
popul ation increases through 2007 at the 2002 funding level of $319 million and incorporate
them into the state family assistance grants. Current law specifies that supplemental grants
should not be assumed to continue in baseline projections after 2002, overriding the
continuation rules specified in section 257 of the Deficit Control Act. Seventeen states that
had |ower-than-average TANF grants per poor person or had rapidly increasing popul ations
would be eligible for supplemental grants. In addition, 17 states (10 of the states that now
get a supplemental grant and seven additional states) would qualify for an increase in their
state family assistance grant based on their low per-capita-income levels. Those increases
would total $122 million ayear.



TABLE2. ESTIMATED COSTSOFTITLE I: FUNDING

By Fiscal Year, in Millions of Dollars

2003 2004 2005 2006 2007 2008

2009 2010

2003-

2011 2012 2012

CHANGESIN DIRECT SPENDING

Extend and Increase Supplementa Grants

Estimated Budget Authority 441 441 441 441 441 441

Estimated Outlays 176 265 397 485 507 540
Food Stamp Effect of Supplemental Grants

Estimated Budget Authority -2 -3 -5 -6 -6 -7

Estimated Outlays -2 -3 -5 -6 -6 -7
Expand Contingency Fund

Estimated Budget Authority 80 80 80 80 80 80

Estimated Outlays 32 48 72 88 92 98
Food Stamp Effect of Contingency Fund

Estimated Budget Authority 0 -1 -1 -1 -1 -1

Estimated Outlays 0 -1 -1 -1 -1 -1
Increase Child Care Funding

Estimated Budget Authority 1,000 1,000 1,000 1,250 1,250 1,250

Estimated Outlays 750 910 970 1,178 1,228 1,243
TANF Effect of New Child Care Spending

Budget Authority 0 0 0 0 0 0

Estimated Outlays -198 -132  -33 0 37 159

Increase Territory Ceilings
Estimated Budget Authority
Estimated Outlays

Increase SSBG Funding in 2005

Budget Authority 0 0 252 0 0 0
Estimated Outlays 0 0 214 30 8 0
TANF Effect of New SSBG Funding
Budget Authority 0 0 0 0 0 0
Estimated Outlays 0 0 -3 10 7 9
Increase Transfer Authority to SSBG
Budget Authority 0 0 0 0 0 0
Estimated Outlays 181 145 _89 -172 _-96 _-98
Total Changesin Titlel
Estimated Budget Authority 1522 1520 1,770 1,767 1,767 1,766

Estimated Outlays 940 1,234 1670 1,616 1,779 1,946
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7 6
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104 9
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1
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1,248 1,250
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3 3
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9 0
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49 _ 0
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90
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441 4,410
452 4,388
5 -53
5 53
80 800
82 79
19
19
1,250 11,750
1,250 11,276
0o 0

0o 0

3 3

3 28

0 252

0 252

0o 0

0o 0

0o 0
0 _0

1,766 1,767 1,767 1,768 17,181
1,99 1,873 1,842 1,781 16,678

NOTES:  Components may not sum to totals because of rounding.

SSBG = Social Services Block Grant.




In all, 24 states would receive one or both of the increases to their basic grant amount and
payments would total $441 million annually. Because many states have unspent balances
from prior-year TANF grants, CBO assumesthat many stateswould not spend the new funds
quickly. CBO estimates that states would spend $176 million in 2003 and $4.4 billion over
the 2003-2012 period. CBO expects some of the additional funding provided would be used
to increase benefits to families that also receive food stamps. Additional TANF income
would reduce Food Stamp benefits, lowering spending in the Food Stamp program by
$53 million over the 2003-2012 period.

Contingency Fund. Section 102 would significantly alter the Contingency Fund for State
Welfare Programs. Under current law, the contingency fund provides additional federal
funds to states with high and increasing unemployment rates or significant growth in Food
Stamp participation. States are required to maintain state spending at 100 percent of their
1994 levels and to match federal payments. CBO estimates that states will draw federal
fundstotaling between $1 million and $4 million annually under current law. A major factor
restraining spending in the current program is the requirement to maintain a high level of
state spending. Most states currently spend well below their historic levels.

Section 102 would changethe eligibility conditions, grant determination, and state spending
requirements of the contingency fund. A state would need to experience high growth inits
unemployment rate, Food Stamp participation, or TANF caseload to qualify for funds. The
amount of funding astate would receive would be based on the state's casel oad increase over
the level in the two years prior to its qualification and its Medicaid matching rate. A state
with high unspent TANF balancesfrom prior yearswould not be éligiblefor paymentsfrom
the contingency fund. Unlike the current contingency fund, a state would not need to
maintain ahigh level of historic spending or put up any matching funds in order to receive
a contingency fund grant.

Based on CBO's projections of unemployment, Food Stamp participation, TANF casel oads
and state TANF spending, CBO estimates that states would qualify for an additional
$80 million annually fromthe fund. CBO estimates states would spend $32 million in 2003
and $796 million over the 2003-2012 period. CBO expects some of the additional funding
provided would be used to increase benefits to families that also receive food stamps.
Additional TANF incomewould reduce Food Stamp benefits, lowering spending in the Food
Stamp program by $9 million over the 2003-2012 period.

Child Care. Thechild care entitlement to states program providesfunding to statesfor child
care subsidiesto low-incomefamiliesand for other activities. Section 103 would amend the
program by appropriating a total of $19.1 billion over the 2003-2007 period. It would
appropriate $3.717 billion in years 2003 through 2005 and $3.967 billion in 2006 and 2007.
That isatotal of $5.5 billion over theamountsassumed in baseline for the 2003-2007 period.
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CBO assumes funding would continue at the 2007 level in its baseline in accordance with
the rules set forth in the Deficit Control Act. Based on recent spending patterns, CBO
estimates that outlays would increase by $750 million in 2003 and by $11.3 billion over the
10-year period.

Under current law, thetotal mandatory child care appropriationisdistributed by two separate
formulas. First, afixed amount based on historical spending—%$1.235 billion in 2002—is
allocated to states and thisamount requiresno match. H.R. 4737 would increasethisfunding
by $1.0billion annually for the next fiveyears. Second, theremaining funds—$1.482 hillion
in 2002—aredistributed under aformul abased on states' relative share of children under age
13, but states are required to supply matching funds to access these grants. The act would
increase this component of child care funding by $250 million in both 2006 and 2007.

CBO expects the additional child care funding would induce some states to reduce the
amount of TANF spending on child care (either directly or through transfers to the Child
Care and Development Fund) and result in atemporary slowing of TANF spending. CBO
estimates TANF spending would slow by nearly $200 millionin 2003, but since stateswould
find aternative waysto spend any funds no longer transferred, there would be no net impact
on TANF spending over the 2003-2012 period.

Territories. Section 108 would increase the amount of funding available to Puerto Rico,
Guam, the Virgin Islands, and American Samoa by $3 million per year. Based on historic
rates of spending, CBO estimates those territories would spend $1 million in 2003 and
$28 million over the 2003-2012 period.

Social ServicesBlock Grant (SSBG). Section 110wouldincreasethefundinglevel for SSBG
in 2005 and raise the percentage of the TANF grant that states could transfer to SSBG.

SSBG is permanently authorized at $1.7 billion annually. Section 110 would increase
funding for one year only to $1.952 billion in 2005. CBO estimates, based on current rates
of spending, that states would spend $214 million in 2005 and $252 million over the 2005-
2012 period. Section 110 also would allow states to maintain the authority to transfer up to
10 percent of TANF fundsto SSBG. That authority is scheduled to fall to 4.25 percent in
2003 and after. In recent years, states have transferred about $1 billion annually.

Those provisions would affect TANF spending in two ways. First, the additional SSBG
spending would tend to reduce the need for TANF transfers to SSBG and slow TANF
spending by an estimated $35 million in 2005. Second, maintaining the transfer authority at
the higher level would make it easier for states to spend their TANF grants and would tend
to accelerate spending relativeto current law. (Based on recent state transfers, CBO expects
that states would transfer an additional $600 million under the provision, but because some
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of this money would have been spent within the TANF program anyway, only $181 million
of additional spending would occur in 2003.) The net effect of the provisions would be to
increase TANF spending in 2003 through 2005 and reduce spending in later years. Overall,
the provision would have no net impact over the over the 2003-2012 period.

Title I1: Work. Title Il would establish a new grant program for states and revise
requirements on states related to the participation in work and training of familiesreceiving
assistance. CBO estimates that enacting title |1 would increase direct spending by
$120 million over the 2003-2012 period.

Implementation Grants. Section 201 would make grants to states to train caseworkers,
improve coordination of support programs, conduct outreach, and establish advisory panels
toimprovestates policiesand proceduresfor assisting individua swith barrierstowork. The
act would provide $120 million to the Secretary of Health and Human Services (the
Secretary) to award over the 2003-2006 period. Because it would take states some time to
plan how they would spend thefunds, CBO assumesthe money would be spent slowly. CBO
estimates stateswould spend $6 million in 2003 and $120 million over the 2003-2012 period
(seeTablel).

Work Participation Requirements. Section 202 would require states to have an increasing
percentage of TANF recipientsparticipateinwork activitieswhilereceiving cash assi stance.
It would maintain current penalties for the failure to meet those requirements. Those
penalties can total up to 5 percent of the TANF block grant amount for the first failure to
meet work requirementsand increase with each subsequent failure. CBO expectsmost states
would meet the requirements with little additional effort and no state would be subject to
financial penalty for failing to meet the new requirements.

Section 202 would require states to engage an increasing share of familiesreceiving TANF
in activities for 30 hours a week with at least 24 of those hours (up from 20 hours under
existing law) in a limited set of activities. The required participation rate would rise by
5 percentage pointsayear from 50 percent in 2003 to 70 percent in 2007. Theact asowould
eliminatearequirement in current law that sets even higher participation ratesfor two-parent
families and would allow partial credit for recipients who participate for at least 15 hours
against the participation standard.

The act would expand the types of activities that would count toward meeting the work
participation reguirements and the allowed exclusions from the calculation of the work
participation rate. It also would give states the option of including additional families
receiving child care and transportation or nonrecurring benefits in the cal cul ation.



Another provision of H.R. 4737 could have a significant impact on the work requirements
that states actually would face. Under current law, certain states have waivers that allow
them to use different rules to determine whether they meet the work participation
requirement. Section 711 would alow certain states to continue to operate under their
waivers and allow other states to adopt the provisions of those waivers aslong as they are
consistent with the purposesof the TANF program. Provisionsof thosewaiverswould allow
statesto expand thetypesof activities, reducetherequired hoursof participation, and expand
the number of families exempted from the work participation standards.

Finally, section 202 would reduce the required participation rate of a state based on the
number of familiesin the state who leave assistance for work. That replacesaprovisionin
current law that bases such reductionson TANF casel oad declinessince 1995. The caseload
reduction credit has reduced significantly the required participation rate in all states and
reduced it to zero in more than 30 states. The new employment credit also would result in
significant reductions in the required participation rates for some states. The new credit is
capped and cannot reduce the standard by more than 20 percentage points by 2007.
However, the cap does not apply to states that meet at least two criteria for being a needy
state for purposes of the contingency program (described under title ).

Title I11: Family Promotion and Support. Title Il would eliminate one grant program
related to out-of-wedlock birth rates and replace it with another directed at promoting
marriage. It would reauthorize an existing abstinence education program and establish two
new programs aimed at pregnancy prevention. CBO estimates that title |11 would increase
direct spending by $27 million in 2003 and $984 million over the 2003-2012 period (see
Table 3).

Healthy Marriage Promotion Grants. Section 301 would eliminate an out-of -wedlock birth
grant program, but would create a new grant program to promote healthy marriages. CBO
projectsfunding for out-of -wedlock birth grantsat $100 million annually in accordance with
the Deficit Control Act. We estimate that eliminating this program would reduce outlays by
$900 million over the 2004-2012 period. Theimpact of the reduction in funding on outlays
Isdelayed (no effect in 2003) because the grants are awarded in the last days of afiscal year.
CBO expectsthereduced funding would cause statesto decrease benefitsto familiesthat al so
receive food stamps. The reduced TANF income would increase Food Stamp benefits,
increasing spending in the Food Stamp program by $11 million over the 2003-2012 period.

Section 301 also would establish a new competitive grant to states, Indian tribes, and non-
profit entitiesfor devel oping and implementing programsto promote stronger families, with
an emphasis on promoting healthy marriages. The act would appropriate $200 million
annually for grantsthat could be used for avariety of activitiesincluding public advertising
campaigns, education programs on topics related to marriage, teen pregnancy prevention

9



programs, income support programs, and development of best practices for addressing
domestic violence. The grants could be used to cover up to 75 percent of the cost of the new
programs. CBO expects grants would be spent owly in the first few years because the
Department of Health and Human Services (HHS) would need to set up a system for
awarding grants and states would need to set up programs to use the funds. CBO projects
that the grantswould continue in baseline after 2007, in accordance with the Deficit Control
Act. We estimate states would spend $11 million in 2003 and $1.8 billion over the 2003-

2012 period.

TABLE3. ESTIMATED COSTSOFTITLEIII: FAMILY PROMOTION AND SUPPORT

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012
CHANGESIN DIRECT SPENDING
Repeal Out-of Wedlock Grant
Estimated Budget Authority -100 -100 -100 -100 -100 -100 -100 -100 -100 -100 -1,000
Estimated Outlays 0 -42 57 -94 -103 -169 -135 -100 -100 -100 -900
Food Stamp Effect of Repeal of Grant
Estimated Budget Authority 0 1 1 1 1 2 2 1 1 1 11
Estimated Outlays 0 1 1 1 1 2 2 1 1 1 11
Establish Healthy Marriage Grants
Estimated Budget Authority 200 200 200 200 200 200 200 200 200 200 2,000
Estimated Outlays 11 88 182 239 231 212 200 200 200 200 1,763
Continue Abstinence Education
Estimated Budget Authority 0 0 0 0 0 50 50 -50 -50 -50 -250
Estimated Outlays 0 0 0 0 0 -14 -3 41 -4 -50 -185
Establish Abstinence First Grants
Budget Authority 50 50 50 50 50 0 0 0 0 0 250
Estimated Outlays 15 35 40 45 50 35 15 10 5 0 250
Fund Teen Pregnancy Prevention
Estimated Budget Authority 5 5 5 5 5 5 5 5 5 5 50
Estimated Outlays 1 3 5 _6 5 5 5 _5 _5 _5 45
Total Changesin Titlelll
Estimated Budget Authority 155 156 156 156 156 57 57 56 56 56 1,061
Estimated Outlays 27 85 171 197 184 71 53 75 65 56 984

NOTE: Components may not sum to totals because of rounding.
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Abstinence Education. Section 302 would provide funding totaling $250 million for the
abstinence education program, administered by the Health Resources and Services
Administration (HRSA), through 2007. CBO estimatesthat outlayswouldtotal $185million
over the 2003-2007 period (with the remainder of the $250 million to be spent after 2007).
However, CBO aready assumes mandatory appropriations for this program in its baseline,
based on the provisionsin the Deficit Control Act for projecting direct spending for expiring
programs. Therefore, CBO estimates that the provision would have no direct spending
effects through 2007, relative to the current-law baseline.

CBO estimates that outlays in 2007 would not exceed the $50 million threshold, and
therefore, we would not assume budget authority to continue in this program beyond the
authorization ending in 2007. Asaresult, CBO estimates that implementing this provision
would decrease outlaysby $185 million from 2008-2012, rel ativeto the current-law baseline.

H.R. 4737 also would make an additional $250 million in grants available to scientifically
proven interventions that emphasize abstinence, but could include other strategies for
prevention of teen pregnancy. The act aso would require the Secretary to use some of the
money to do an eval uation comparing the efficiency of abstinence-only and abstinence-first
programs. CBO estimates that spending for this provision would be similar to the current
abstinence education program. We estimate outlaysfor thisprovision of $15millionin 2003,
$185 million over the 2003-2007 period, and $250 million over the 2003-2012 period.

Teen Pregnancy Prevention Research Center. Section 303 would create agrant availableto
anationally recognized, nonpartisan, nonprofit organization for the purpose of establishing
and operating a resource center for issues of teen pregnancy prevention. The act would
appropriate $5 million each year over the 2003-2007 period and CBO projects these grants
would continue in baseline beyond 2007, as they are part of the overall TANF program.
CBO estimates that $1 million would be spent in 2003 and $45 million over the 2003-2012
period.

TitlelV: Health Coverage. TitlelV would make severa changesto Medicaid and the State
Children's Health Insurance Program. The act would extend by five years the requirement
that state Medicaid programs provide transitional medical assistance to certain Medicaid
beneficiaries (usually former welfare reci pients) who otherwise would beineligible because
they have returned to work and have increased earnings. TitlelV alsowould allow statesto
simplify aspectsof TMA administration. Finally, it would give statesthe option of extending
coverage under Medicaid and SCHIPto certain pregnant women and children who arelegal
immigrants.

Overall, CBO estimatesthat enactingtitle 1V would increase direct spending by $186 million
in 2003 and by $4.7 billion over the 2003-2012 period (see Table 4).
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TABLE 4.

ESTIMATED COSTSOF TITLE IV: HEALTH COVERAGE

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012
CHANGESIN DIRECT SPENDING
Extension of Transitional Medical Assistance (TMA)
Medicaid
Estimated Budget Authority 130 320 345 390 425 280 10 10 0 0 1,910
Estimated Outlays 130 320 345 390 425 280 10 10 0 0 1,910
State Children’s Health Insurance
Coverage
Budget Authority 0 0 0 0 0 0 0 0 0 0 0
Estimated Outlays -8 -18 -4 14 -16 -11 47 0 0 0 -24
Optional TM A Simplifications
Medicaid
Estimated Budget Authority 30 75 110 125 130 55 5 0 0 0 530
Estimated Outlays 30 75 110 125 130 55 5 0 0 0 530
State Children’s Health Insurance
Coverage
Budget Authority 0 0 0 0 0 0 0 0 0 0 0
Estimated Outlays -1 -4 -2 -5 -5 -2 12 0 0 0 -7
Optional Coverage of Certain Legal Immigrants
Medicaid
Estimated Budget Authority 30 90 130 160 210 250 300 310 340 380 2,200
Estimated Outlays 30 90 130 160 210 250 300 310 340 380 2,200
State Children’s Health Insurance
Coverage
Budget Authority 0 0 0 0 0 0 0 0 0 0 0
Estimated Outlays S5 10 5 10 100 15 30 5 _5 _5 _40
Total Changesin Title IV
Estimated Budget Authority 190 485 585 675 765 585 315 320 340 380 4,640
Estimated Outlays 186 473 584 666 754 588 345 325 345 385 4,650

Extension of Transitional Medical Assistance.
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State Medicaid programs are required to
temporarily provide Medicaid coverage, known as TMA, for certain individuals and their
dependents who would otherwise become ineligible because their earnings have increased
above the state's eligibility limits under section 1931 of the Social Security Act.
(Section 1931 is an €ligibility category for families established under the 1996 welfare
reform bill.) Many of these individuals are former welfare recipients who have returned to



work. TMA recipients are guaranteed to remain eligible for Medicaid for six months; after
that, they may remain eligible for another six monthsif they report their income periodically
and have incomes below 185 percent of the poverty level.

States are currently required to provide TMA to individuals who lose their eligibility under
section 1931 prior to September 30, 2002. Section 401 of H.R. 4737 would extend the
requirement through September 30, 2007. CBO estimatesthat thisextension would increase
federal Medicaid spending by $130 million in 2003 and about $1.9 billion over the 2003-
2012 period. We estimate that federal SCHIP spending would decrease by $8 million in
2003 and by $24 million over the 2003-2012 period.

Number of beneficiaries. Many families move on and off the Medicaid and TANF rolls
astheir family and employment circumstances change. Under current law, CBO anticipates
that each year about 1.4 millionfamiliesenrolled under section 1931 will losetheir Medicaid
eligibility over the 2003-2007 period. Many of thosefamilieswill lose TANF benefitsat the
same time. Based in part on experience with welfare case closures, CBO projects that
dlightly more than one million families will leave the TANF rolls annually in those years.
Loss of Medicaid eligibility will occur in most of those cases because TANF and Medicaid
eigibility limits are ssimilar in many states. The remaining families losing coverage under
section 1931 will be Medicaid recipients who were not enrolled in TANF.

Based on research on familiesleaving welfare, CBO anticipates that about 500,000 families
annually would meet the basic requirements for TMA between 2003 and 2007. Recent
TANF data on the number of recipients in each family suggest that there are about
500,000 adults and 900,000 children in those families. (Virtualy all families that receive
TANF and have an adult recipient are single-parent families.)

Fromthiseligible population, CBO estimatesthat under H.R. 4737 about 290,000 additional
adults and 360,000 additional children would enroll in TMA each year. Those estimates
account for individuals who would remain enrolled in Medicaid under other eligibility
categories after losing their section 1931 €ligibility (and thus not receive TMA). CBO
assumes only moderate participation in TMA, based on studies of families|eaving welfare.
Although childreninfamiliesthat losetheir section 1931 eligibility typically remain eligible
for Medicaid under other eligibility rules, studies suggest that many children drop off the
rolls once their parents lose eligibility. Therefore, by extending TMA, the act would keep
asignificant share of those children enrolled in Medicaid.

CBO anticipates that the act's effect on Medicaid enrollment would be much smaller when

measured on afull-year-equivaent basis. Under current law, familieslosing their eligibility
under section 1931 would receive four months of eligibility—even without TMA—under a
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separate provision of Medicaid law. The act would therefore provide most families with
another eight months of eligibility instead of 12. Even then, research on TMA recipients
indicates that many people do not remain eligible for afull 12 months because they fail to
report their incomes on a periodic basis.

After accounting for these factors, CBO estimates that the act would increase Medicaid
enrollment on afull-year-equivalent basis by about 115,000 in 2003, between 260,000 and
280,000 in 2004 through 2007, 170,000in 2008, and smaller amountsin 2009 and 2010. The
act's effects would extend beyond 2007 because familieswho qualify for TMA at any point
in that year would be entitled to as many as 12 months of additional eligibility, even if that
period of eigibility runs beyond 2007. (Familiesliving in states that provide more than 12
months of TMA through awaiver could remain eligible into 2009 or 2010.)

Per capita costs. CBO estimatesthat the federal share of costs per full-year-equivalent
enrollee would be about $1,350 for an adult and $975 for a child in 2003, rising to about
$1,750 and $1,275, respectively, by 2007. Those figures are lower than CBO's baseline
figuresfor adults and children (by about 30 percent and 10 percent, respectively) because of
anumber of adjustments. First, CBO excluded pregnancy-related costsfor adults. Pregnant
women aretypically eligible for Medicaid at higher income level s than under section 1931,
so they would be unlikely to receive TMA. Second, we assume that adults and childrenin
families receiving TMA would be somewhat healthier than other Medicaid recipients and
thus have lower costs, on average. Finally, we assume that some TMA recipients would
receiveamorelimited set of benefitsthan Medicaid usually providessince statesdo not have
to provide nonacute-care services to TMA recipients in their second six-month period of
digibility.

Effects on SCHIP. CBO anticipates that under current law about 10 percent of the
families leaving welfare because of higher earnings would have incomes high enough to
maketheir childrenineligiblefor Medicaid, but some childreninthesefamilieswould enroll
in SCHIPinstead. Theact'sextension of TMA would makethose children newly eligiblefor
Medicaid, and thereforeineligible for SCHIP. Sincechildren who areeligiblefor Medicaid
cannot receive SCHIP, the act would lead to savings in SCHIP.

CBO estimates that the act would reduce federal SCHIP outlays by atotal of $71 million
between 2003 and 2008. Because states generally have three years to spend their SCHIP
allotments, those savings would free up funds that could be spent on benefitsin later years,
and CBO estimates that spending would increase by $47 million in 20009.

Optional TMA Smplifications. Section 401 of H.R. 4737 also would allow statesto waive

or relax various requirementsthat currently apply to TMA.. In particular, theact would allow
states to expand TMA €ligibility to individuals who have not been eligible for Medicaid
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under section 1931 for at |east three of the previous six months (arequirement under current
law), provide up to 12 additional monthsof TMA eligibility, and eliminate someor al of the
requirementsfor TMA recipientsto report their incomes periodically. Stateswith Medicaid
eligibility for adultsand children set at 185 percent of the poverty level or higher also would
no longer be required to provide TMA.

CBO anticipatesthat those provisionswoul d boost federal M edicaid spending by $30 million
in 2003 and by $530 million over the 2003-2012 period. Most of those costs would stem
fromtheelimination of theincome-reporting requirements. Statesalready havetheflexibility
under section 1931 to effectively waive the three-out-of -six months requirement or provide
more than 12 months of TMA by disregarding some or al of an individual's income when
determining eligibility. Finaly, only two small states cover adults and children up to
185 percent of the poverty level. Ending TMA in those states would reduce enrollment for
beneficiaries with income above the limit in the six months after leaving Medicaid.
However, savings would be limited because the states are small.

CBO also estimatesthat the effect of those provisionswould have aslight impact on SCHIP,
decreasing outlays by $7 million over the 2003-2012 period. By relaxing TMA rules, theact
would make some children newly eligiblefor Medicaid, and thereforeineligiblefor SCHIP.

Optional Coverage of Certain Legal Immigrants. The 1996 welfare reform law restricted
the eligibility of certain legal immigrants for Medicaid and SCHIP. Under the law, legal
Immigrants entering the United States after August 22, 1996, are generally ineligible during
their first five yearsin the country. After that, states have the option of providing Medicaid
and SCHIP coverage. However, most immigrantswill likely remain ineligible because the
law requires that states include the income and resources of an immigrant's sponsor when
determining eligibility, a procedure known as deeming. Deeming is required until the
immigrant has naturalized or accumulated a significant work history. Despite these
restrictions, legal immigrants can still receive emergency care services under Medicaid.

Section 402 of H.R. 4737 would give statesthe option of providing coverageunder Medicaid
to two groups of legal immigrants—pregnant women and children—entering the United
States after August 22, 1996. The act would allow states to cover one or both of these
groups. States that provide Medicaid coverage aso would have the option of providing
SCHIP coverage. Immigrants who receive Medicaid or SCHIP under the act would be
exempt from the five-year ban on eligibility and deeming.

CBO estimates that this provision would increase federal Medicaid outlays by $30 million
in 2003 and $2.2 billion over the 2003-2012 period. SCHIP outlayswould rise by $5million
in 2003 and $40 million over the 2003-2012 period. Thefollowing discussion details these
effects.
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Number of beneficiaries. CBO relied on data provided by the Immigration and
Naturalization Service on the number of legal immigrants admitted to the United States each
year and historical data on the number of immigrants enrolled in Medicaid to estimate the
provision's cost. Our estimate reflects the fact that immigrants admitted as refugees are
eligible under current law, and assumes that participation ratesin Medicaid would be lower
than they were prior to enactment of welfare reformin 1996. (A number of studies have
indicated that M edicaid participation ratesby immigrantshavefallen since 1996.) CBO also
anticipates that many immigrants would ultimately gain Medicaid eligibility under current
law by becoming naturalized citizens.

Although H.R. 4737 only would affect the Medicaid eligibility of legal immigrants, CBO
expects the act would slightly increase Medicaid participation by the U.S.-born children of
immigrant parents. As U.S. citizens, these children are not directly affected by the 1996
restrictions, but studies have suggested that their participation in Medicaid has fallen,
probably because of confusion by their parents about eligibility rules. Once all thesefactors
aretaken into account, CBO estimatesthat M edicaid enrollment in 2003 would rise by about
155,000 children and 60,000 pregnant women on a full-year-equivalent basis, if all states
provided Medicaid coverage under the act. The additional enrollment would reach
170,000 children and 110,000 pregnant women by 2012. About 90 percent of newly enrolled
children would be legal immigrants.

Per capita costs. CBO estimates that federal Medicaid costs per full-year-equivalent
enrollee in 2003 would be about $500 for an immigrant child, $800 for acitizen child, and
$1,200 for apregnant woman. Thosefiguresarewell below CBO's baselinefigures of about
$1,100 per child and $3,400 for a pregnant woman for several reasons. Studiesindicatethat
immigrant children enrolled in Medicaid use significantly fewer services than Medicaid
childrengenerally. Furthermore, spending onemergency servicesfor immigrantsarecovered
under current law, which we anticipate would reduce per capitacostsfor immigrant children
by about a third and exclude labor and delivery costs for pregnant women. Finaly, CBO
assumesthat the average federal match rate for immigrantswould be lower than the national
average of 57 percent because a disproportionate number of immigrants live in states with
lower match rates. By 2012, we expect that per capita costs would rise to about $900 for an
immigrant child, $1,500 for a citizen child, and $2,200 for a pregnant woman.

Sate participation. CBO anticipatesthat under the act stateswith 25 percent of potential
Medicaid costs would choose to cover children and pregnant women who are lega
immigrantsin 2003. After 2007, we expect that proportion to reach 90 percent.

CBO believes that many states would opt to cover legal immigrant children and pregnant

women for two reasons. First, most states have extended optional Medicaid coverage to
other groupsof immigrants. Every state but WWyoming providescoveragetolegal immigrants
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who entered the United States prior to the enactment of welfarereform, and 42 statesprovide
coverageto legal immigrants who entered after enactment (subject to the five-year ban and
deeming). Second, about 20 states—including many stateswith largeimmigrant populations,
such as Californiaand New Y ork—currently provide Medicaid-like coverage to immigrant
children and pregnant women using state funds. These states would save money under the
act by using federal Medicaid funds to replace state funds.

Effectson SCHIP. CBO estimatesthat federal SCHIP spending under H.R. 4737 would
increase by $5 million in 2003 and by $40 million over the 2003-2012 period. CBO
anticipatesthat fewer states, representing 75 percent of potential costs, would opt to provide
SCHIP coverage under the act than those opting to expand Medicaid coverage. Many states
have aready committed available SCHIP funds to covering non-immigrant children and
would not be able to expand under the act. Because total funding for the SCHIP programis
capped, SCHIP spending would be shifted from later yearsto earlier years, and would result
in adecrease in spending in 20009.

TitleV: Child Support and Child Welfare. H.R. 4737 would change many aspects of the
operation and financing of the child support program. It would allow (and in one case,
require) states to share more child support collections with current and former recipients of
TANF, thereby reducing the amount the federal and state governments would recoup from
previous TANF benefit payments. The federal government's share of child support
collectionsis 55 percent, on average. The act also would provide aone-time grant to states
to improve various state processes. It would require states to periodically update child
support orders and expand the use of certain enforcement tools. Finaly, H.R. 4737 would
extend and expand aprogram of child welfare demonstrations. Overall, CBO estimates that
enacting title V would increase direct spending by $60 million in 2003 and $2.7 billion over
the 2003-2012 period. Wealso estimatethat thistitlewould reducerevenuesby $119million
over the 2003-2012 period (see Table 5).

Distribute More Support to Current TANF Recipients. When afamily appliesfor TANF, it
assigns any rights the family hasto child support collectionsto the state. While the family
receives assistance, the state uses any collections it receives to reimburse itself and the
federal government for TANF payments. These reimbursementsto the federal government
are recorded as offsetting receipts (a credit against direct spending). States may choose to
give some of the child support collected to families, but states must finance those payments
out of their share of collections.

Section 501 would allow states to increase the amount of child support they pay to families
receiving assistance and would not require the state to pay the federal government share of
theincreased payments. The state could not count the child support asincomein determining
the families' benefits under the TANF program.
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TABLES. ESTIMATED COSTSOFTITLE V: CHILD SUPPORT AND CHILD WELFARE

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012
CHANGESIN DIRECT SPENDING
Distribute More Support to Current TANF
Families
Child Support Collections
Estimated Budget Authority 72 82 97 113 130 134 139 144 149 154 1,214
Estimated Outlays 72 82 97 113 130 134 139 144 149 154 1,214
Food Stamps
Estimated Budget Authority -2 -5 -11 -17 -23 -24 -25 -26 -27 -27  -187
Estimated Outlays -2 -5 -11 -17 -23 -24 -25 -26 -27 -27  -187
TANF
Budget Authority 0 0 0 0 0 0 0 0 0 0 0
Estimated Outlays 28 23 1 1 14 B8 183 5 4 2 _0
Subtotal
Estimated Budget Authority 70 77 86 9% 107 110 114 118 122 127 1,027
Estimated Outlays 32 54 8 107 122 123 127 123 126 129 1,027
Distribute More Past-Due Support to
Current and Former TANF Families
Child Support Collections?®
Estimated Budget Authority 18 37 77 120 210 219 227 236 245 255 1,643
Estimated Outlays 18 37 77 120 210 219 227 236 245 255 1,643
Food Stamps
Estimated Budget Authority -1 -1 -3 -4 -6 -6 -6 -6 -6 -6 -46
Estimated Outlays -1 -1 -3 -4 -6 -6 -6 -6 -6 -6 -46
TANF
Budget Authority 0 0 0 0 0 0 0 0 0 0 0
Estimated Outlays 4 7+ 12 1 10 -2 -14 0 0 _0 _0
Subtotal
Estimated Budget Authority 17 36 74 116 204 213 221 230 239 248 1,597
Estimated Outlays 21 43 86 127 214 184 207 230 239 248 1,597
Ban on Recovery of Medicaid Costs for
Certain Births
Estimated Budget Authority 0 0 41 43 a4 46 48 50 52 54 378
Estimated Outlays 0 0 41 43 44 46 48 50 52 54 378
Mandatory 3-Y ear Update of Child
Support Orders
Administrative Costs
Estimated Budget Authority 0 2 14 14 12 12 12 13 13 13 105
Estimated Outlays 0 2 14 14 12 12 12 13 13 13 105
Child Support Collections
Estimated Budget Authority 0 0 6 -14 -20 -21 -19 -20 -20 -20 -140
Estimated Outlays 0 0 -6 -14 -20 -21 -19 -20 -20 -20  -140
T Continued
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Continued

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012
Food Stamps
Estimated Budget Authority 0 0 -1 -2 -3 -3 -3 -3 -3 -4 22
Estimated Outlays 0 0 -1 -2 -3 -3 -3 -3 -3 -4 22
Medicaid
Estimated Budget Authority 0 0 -3 8 -13 -13 -10 -10 -10 -10 -77
Estimated Outlays 0 0 3 8 A3 13 10 10 10 10 77
Subtotal
Estimated Budget Authority 0 2 4 -10 24 25 -20 -20 -20 -21 -134
Estimated Outlays 0 2 4 10 24 25 -20 -20 -20 -21 -134
Reduced Threshold for Passport Denial
Estimated Budget Authority -1 -2 -2 -2 -2 -2 -2 -2 -2 -2 -19
Estimated Outlays -1 -2 -2 -2 -2 -2 -2 -2 -2 -2 -19
Financing Review and Administrative
Funding
Budget Authority 50 0 0 0 0 0 0 0 0 0 50
Estimated Outlays 13 28 9 0 0 0 0 0 0 0 50
Use of New Hire Information for
Unemployment Compensation
Estimated Budget Authority 5 12 15 -19 20 -20 -22 -22 22 -23 -179
Estimated Outlays 5 A2 15 A9 20 20 21 22 22 23 1719
Total Direct Spending Changesin
TitleV
Estimated Budget Authority 131 101 188 224 309 322 340 354 369 383 2,720
Estimated Outlays 60 113 208 246 333 306 339 359 373 38 2,720
CHANGESIN REVENUES
Use of New Hire Directory for
Unemployment Compensation Program
Estimated Revenues 0 -1 -3 -7 -13 -16 -18 -20 -20 -21 -119
NOTES:  Components may not sum to totals because of rounding.
a Breakdown of the effect on child support receipts of changes in distribution rules affecting past-due support:
Assignment Rules 3 7 14 21 73 75 78 81 84 86 522
Federal Tax Refund Offset 12 25 53 83 115 121 126 132 139 145 951
Distribution Order 7 15 30 47 64 66 69 71 74 76 518
Additional Support to Families 1 2 4 6 9 9 9 10 10 10 70
Interactions 5 A1 =238 3y H B 5 58 60 63 418
Total 18 37 77 120 210 219 227 236 245 255 1,643
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Inrecent years, stateswith about 60 percent of child support collections shared some of those
collectionswithfamiliesreceiving TANF. CBO expectsstateswill continueto shareat |east
that amount and the federal government would share that cost. In addition, based on
conversations with state child support officials and other policy experts, CBO expects that
states with about two-thirds of collections would choose to institute a policy of sharing the
first $50 collected, or, if they aready have such a policy, to increase the amount of child
support they share with families on assistance. CBO anticipates that those increases would
beinstituted slowly and would not befully effective until 2007. Based on administrativedata
for child support and information supplied by state officials, CBO expectsthat states would
increase payments to families by $100 million to atotal of $235 million in 2007, when we
assume the provision would be fully phased in. CBO estimates that federal offsetting
receipts would fall by $72 million in 2003, $130 million in 2007, and $1.2 billion over the
2003-2012 period.

Because additional child support incomewould reduce Food Stamp benefits, CBO estimates
savings in the Food Stamp program totaling $2 million in 2003, $23 million in 2007, and
$187 million over the2003-2012 period. Inaddition, the provisionwould haveasmall effect
ontherate of TANF spending. States can count payment of child support to families out of
their share of collections toward the TANF maintenance of effort (MOE) requirement (the
requirement that states maintain funding at their 1994 level), if such payments are not
counted as income in determining the TANF benefit. States that would spend less of their
own funds because of the federal contribution would have less to count toward their MOE
requirement. States that increased payments to families could count more toward the
requirement. CBO estimatesthat the net effect would be smaller state contributionsto child
support payments, resulting in a deceleration in their use of federa TANF funds. CBO
estimates that the provision would decrease estimated TANF outlays by $38 million in 2003
but have no net effect over the 2003-2012 period.

Distribute More Past-Due Support to Current and Former TANF Recipients. Section 501
also would require states to share more child support with families through a change in
assignment rules and allow states to share more support with families through several other
optional rule changes. Implementing those policieswould reduce federal offsetting receipts
by $18 millionin 2003 and $1.6 billion over the 2003-2012 period. It alsowould lower Food
Stamp outlays by $46 million over the 2003-2012 period and accelerate TANF spending by
$43 million over the 2003-2007 period, but have no effect over the 10-year period.

Change in assignment rules. Under current law, families assign to the state the right
to any child support due before and during the period the families received assistance. The
act would eliminate the requirement that families assign support duein the period before the
families received assistance. H.R. 4737 would require states to implement the new policy
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by October 1, 2006, but would give states the option of implementing the policy sooner.
CBO estimates that states with 5 percent of child support collections would adopt the new
policy in 2003, states with another 25 percent of collectionswould adopt it by 2006, and the
remainder would institute the policy in 2007.

Based on datafrom state child support officials, CBO expectsthe changein assignment rules
would affect 5 percent of child support collectionson behalf of current and former recipients
of TANF assistance, when the policy is fully implemented. Based on CBO projections of
those collections, familieswould receive an additional $6 million in 2003 and $950 million
over the 2003-2012 period. CBO estimates that federal offsetting receipts would fall by
$3 million in 2003 and $522 million over the 2003-2012 period.

Option to treat tax offset like other collections and change distribution order. When
a family ceases to receive public assistance, states continue to enforce the family’s child
support order. All amounts of child support collected on time are sent directly to the family.
However, both the government and the family have a claim on collections of past-due child
support: the government claims the support owed for the period when the family was on
assistance, up to the amount of the assistance paid, and the family claims the remainder. A
set of distribution rules determineswhich claimispaid first when acollectionismade. That
order matters because, in many cases, past-due child support is never fully paid.

Section 501 would give states the option to change the order of the distribution rules so that
more money ispaid to familiesfirst. Under current law, with two exceptions, the state pays
the family all past-due support that was owed to the family before reimbursing itself for
TANF benefitspaid. Thefirst exceptionisif the support iscollected through the federal tax
refund offset program. The second exception is past-due support that was owed, but not
paid, during the time the family was on assistance, to the extent that the support owed
exceeded the TANF benefits paid. H.R. 4737 would give states the option to remove those
two exceptions so that all past-due support owed to the family would be paid to the family
before the government reimburses itself for any previous benefit payments. Based on
conversationswith state child support officialsand policy experts, CBO estimatesthat states
with 5 percent of child support collections would adopt the new policy in 2003 and states
with another 35 percent of collections would adopt it by 2007.

Under the federal tax refund offset program, the Internal Revenue Service intercepts tax
refunds going to noncustodial parents who owe past-due child support, and pays them to
custodial parents as child support. CBO projectsthat the government will collect $1 billion
from tax offsets on behalf of current and former welfare recipients in 2003 and that those
collectionswill grow at about 5 percent ayear. Based on data provided by federal and state
child support officials, CBO estimates that two-thirds of those collections are on behalf of
former recipients of assistance and that two-thirds of those collections would go to families
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instead of the government, under the legidlation. In states opting for the policy, families
would receive an additional $20 million in 2003, rising to $200 million in 2007, and
$1.7 billion over the 2003-2012 period. CBO estimatesthat federal offsetting receiptswould
fall by $12 million in 2003, $115 million in 2007, and $951 million over the 2003-2012
period.

Section 501 also would give families more child support collections through changing the
order inwhichthey aredistributed. Under current law, if afamily has past-due child support
fromthe period thefamily was on assi stancethat exceedsthetotal benefitspaidto thefamily,
then the family only receives those collections after the state has been fully reimbursed for
welfare benefits paid. Based on a1999 report to the Congress by HHS, CBO estimates that
giving those collections to families first would result in a 20 percent decline in the amount
of collections the state retains on behalf of former recipients in states opting for the policy.
CBO estimates that families would receive an additional $15 million in 2003, rising to
$120 million by 2007, and $950 million over the 2003-2012 period, asaresult of thischange.
CBO estimatesthat federal offsetting receiptswould fall by $7 million in 2003, $64 million
in 2007, and $518 million over the 2003-2012 period.

Option to share any additional child support with families. Finally, H.R. 4737 would
allow statesto share any amount of additional support with families that they choose out of
the amounts that had been assigned to states for the period the families were on assistance.
CBO assumes stateswith collectionstotaling 5 percent of national collectionswould choose
to pay an additional amount to families totaling $130 million over the 2003-2012 period.
CBO estimates that federal offsetting receipts would fall by $1 million in 2003, $9 million
in 2007, and $70 million over the 2003-2012 period.

Interactions. Several of the provisionsgiving more past-due support to familieswould
interact, so the total amount going to families and total cost to the federal government are
lower than the sum of the effectsfor all provisions. For example, collectionsfrom amounts
assigned fromthe period before afamily went on assistance may be collected after thefamily
leaves assistance through the federal tax refund offset. Thoseinteractionswould reduce the
amounts newly going to families by $10 million in 2003, $93 million in 2007, and
$759 million over the 2003-2012 period. The interactions would reduce the loss of federal
offsetting receipts by $5 million in 2003, $51 million in 2007, and $418 million over the
2003-2012 period.

Food Stamp benefits. Thenew collections paid toformer TANF recipientswould affect
spending in the Food Stamp program. CBO expects that one-third of the former TANF
recipientswith increased child support incomewoul d participatein the Food Stamp program,
and that benefits would be reduced by 30 centsfor every extradollar of income. Increased
income from the tax refund offset, which is paid as alump sum, would not count asincome
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for determining Food Stamp benefits. For purposes of cal culating such benefits, incomes of
former TANF recipients would increase by $7 million in 2003 and $470 million over the
2003-2012 period. Food Stamp savings would be about $1 million in 2003 and $46 million
over the 2003-2012 period.

Temporary Assistance for Needy Families. H.R. 4737 would allow states to count
increased state spending stemming from the new distribution policy towards their MOE
requirement in the TANF program. Many states have unspent balances of federal TANF
fundsfrom prior years. Those states could reduce the amount of state money they spend on
TANF by the amount that they pay to families under the new policy. To maintain TANF
gpending levels, those states then could accelerate spending of federa dollars. CBO
estimates TANF spending would accelerate by $4 million in 2003 and $43 million over the
2003-2007 period, but reduced spending in later yearswould result in no net effect on TANF
spending over the 2003-2012 period.

Ban on Recovery of Medicaid Birth Costs. Effective in 2005, section 501 would prohibit
states from using their child support programs to recoup costs for the birth of a child that
were paid by Medicaid. Based on administrative data and data from state officials, CBO
estimates that states now collect about $60 million annually from noncustodial parents to
reimburse Medicaid. CBO expects those collections will grow at about 4 percent a year,
based on the projected increase in wages. The federal government's share of Medicaid
collections is 57 percent on average. As aresult, CBO estimates the cost to the federal
government would be $41 million in 2005 and $378 million over the 2005-2012 period.

Mandatory 3-Year Update of Child Support Orders. Section 502 would require states to
adjust child support orders of familieson TANF every three years. States could use one of
three methods to adjust orders. full review and adjustment, cost-of-living adjustment
(COLA), or automated adjustment. Under current law, nearly half of states perform periodic
adjustments. Most perform a full review and the remainder apply a COLA. No state
currently makes automated adjustments. The provision would take effect on October 1,
2004, and CBO estimates that the net impact of this provision would be direct spending
savings of $134 million over the 2003-2012 period.

CBO estimatesthat thereare 700,000 TANF recipientswith child support ordersin statesthat
do not periodically adjust orders and one-third of those orders would be adjusted each year.
CBO assumes half the states not already adjusting orders would choose to perform full
reviews and half would apply a COLA.

Full review and adjustment. When a state performs a full review of a child support

order, it obtains current financia information from the custodial and noncustodial parents
and determines whether any adjustment in the amount of ordered child support isindicated.
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The state also may revise an order to require the noncustodial parent to provide health
Insurance.

Based on evaluations of review and modification programs, CBO estimatesthe average cost
of areview would be about $180 with the federal government paying 66 percent of such
administrative costs. The average adjustment to achild support order of afamily on TANF
would be $90 a month and about 18 percent of the orders reviewed would be adjusted.

In addition, CBO expects some children would receive health insurance coverage from the
noncustodial parent asaresult of the new reviews. CBO estimates 40 percent of orderswith
amonetary adjustment also would be adjusted to include arequirement that the noncustodial
parent provide health insurancefor their child and that insurance would be provided in about
half of those cases. After thefirst few years, we assume newly provided medical insurance
would decline by half, because many families would have already had such insurance
recently added to their order.

Cost-of-living adjustment. When a state makes a cost-of-living adjustment it applies
apercentageincreasereflecting theriseinthe cost of living to every order, regardless of how
the financial circumstances of the individuals may have changed. The process is
considerably less cumbersome and expensive than afull review but also results in smaller
adjustments on average. Based on recent research on COLA programs, CBO estimates that
the average cost would be $11 per case modified, and the average adjustment to a support
order would be $6 per month. There would be no additional health insurance coverage.

Summary. Under either method of adjustment, CBO expects any increased collections
for afamily would continuefor up to threeyears. Whileafamily remainson TANF, the state
would keep all the increased collections to reimburse itself and the federal government for
welfare payments. The states would pay any increased collections stemming from reviews
of child support ordersto families once they leave assistance. That additional child support
income for former recipients would result in savings in the Food Stamp program.

Overal, CBO expects the federal share of child support administrative costs to rise by
$2 million in 2004 and $105 million over the 2004-2012 period. Federal collectionswould
increase by $6 million in 2005 and $140 million over the 2005-2012 period. Finaly Food
Stamp and Medicaid savings would total $22 million and $77 million respectively over the
2005-2012 period.

Denial of Passports. Under current law, the State Department deniesarequest for apassport
for a noncustodial parent if he or she owes more than $5,000 in past-due child support.
Effective upon enactment, section 503 would lower that threshold and deny a passport to a
noncustodial parent owing $2,500 or more. Generally, when anoncustodial parent seeksto
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restore eligibility for a passport, he or she will arrange to pay the past-due amount down to
the threshold level.

The State Department currently denies about 15,000 passport requests annually. Datafrom
HHS shows there are 4.2 million noncustodial parents owing more than $5,000 in past-due
child support and an additional 1.0 million owing between $2,500 and $5,000. If
noncustodial parents owing between $2,500 and $5,000 apply for passports at the samerate
as those owing more than $5,000, then the proposal would generate an additional
3,400 denials annually.

CBO assumes that 20 percent of noncustodial parents who have a passport request denied
would make a payment to get their passport rather than just doing without one. (In a study
by the State Department, for 85 percent of applications that were denied because of child
support arrears, passports were not issued within the next three months.) A noncustodial
parent owing morethan $5,000 would have to pay an additional $2,500 to receive apassport.
On average, a noncustodial parent owing between $2,500 and $5,000 would have to pay
$1,250 to receive a passport. As aresult, CBO estimates the policy would result in new
payments of child support of about $8 million annually. About one-third of those payments
would be on behalf of current and former welfare families and would be retained by the
government as reimbursement for welfare benefits. The federal share of such collections
would be about $2 million ayear and $19 million over the 2003-2012 period.

Financing Review and Administrative Funding. Section 505 would establish a one-time
grant to statestotaling $50 million for 2003. The Secretary would allocate the money based
on each state's number of child support cases. States could use the fundsto review policies
on fees and distribution, to update automated systems, to study undistributed collections or
management of arrears, to develop approaches to improve interstate collections or
establishment of support orders, or to review state policies regarding periodic updates of
child support orders. CBO estimates spending would total $13 million in 2003 and
$50 million over the 2003-2005 period.

Use of New Hire Information. Section 509 would allow states, beginninginfiscal year 2003,
to access information in the national database of new hires to help detect fraud in the
unempl oyment compensation system. Currently, most statesmay accesstheinformation that
they send to the national registry. However, without access to the national information, a
state may not receiveimportant dataregarding recent hiresby national corporationsthat may
report in other states. Only a few states have examined potential savings that could be
realized if they had access to the national data, and their estimates are small—Iless than
0.1 percent of total outlays. Nevertheless, statesgenerally believethat accessto the national
data would be a valuable tool in detecting fraud earlier, as the information on new hiresis
more current than that contained in quarterly wage reports on which many states now rely.
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Based on information provided by the National Association of State Workforce Agencies,
CBO estimatesthat about 40 percent of the stateswoul d make use of the national information
inthe year that it became avail able, and that another 40 percent would take advantage of the
national information within the next few years. CBO estimates that this proposal would
result in areduction in spending for unemployment compensation of $5 millionin 2003 and
$179 million over the 2003-2012 period. CBO assumes this reduction in spending would
|ead statesto reducetheir unemployment taxes. CBO estimatesthat such revenueswouldfall
by an insignificant amount in 2003 and $119 million over the 2003-2012 period. Because
state spending and tax collection for unemployment compensation arereflected onthefederal
budget, enactment of this section would result in anet deficit reduction of $60 million over
the 10-year period.

Child Welfare Demonstrations. Sections 511 and 512 would extend and expand a program
of demonstration projects related to child welfare programs. Currently, 18 states are using
walvers to test the efficiency of innovations in child welfare, such as subsidized
guardianship, managed care, and substance abuse treatment. The demonstration projectsare
required to be cost-neutral to the federa government. However, it is possible that the
demonstrations would lead to increased costs to the federal government because of
measurement or methodological errors in the cost-neutrality calculation. CBO cannot
estimate the likely level of such costs, but based on experience with the demonstrations,
expects the federal budgetary impact would not be significant.

TitleVI: Tribal Issues. TitleVI would extend funding for tribal TANF programs, establish
agrant to hel ptribesimproveinfrastructure and economic devel opment, increasefunding for
tribal programs that provide employment services, and expand the ability of tribes to
participatein thefederally funded foster care program. CBO estimatesthat enacting title V|
would increase direct spending by $13 millionin 2003 and $778 million over the 2003-2012
period (see Table 6).

Tribal TANF Programs. Tribes may administer their own TANF programs, rather than
participating in the state-run program. As of September 30, 2001, the Secretary had
approved 34tribal TANF plans. Fundsfor tribal TANF programsarereserved fromthe state
family assistance grant in the state where thetribeislocated. Section 601 would reauthorize
tribal TANF programs at current levels. CBO aready assumes funding at that level inits
baseline in accordance with the Deficit Control Act, as they are part of the overall TANF
program. Therefore, CBO estimates the provision would have no effect on direct spending
over the 2003-2012 period.
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TABLEG6. ESTIMATED COSTSOFTITLE VI: TRIBAL ISSUES

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012

CHANGESIN DIRECT SPENDING

Tribal TANF Improvement Fund

Budget Authority 75 0 0 0 0 0 0 0 0 0 75
Estimated Outlays 8 25 24 12 5 1 0 0 0 0 75
Tribal Contingency Fund
Estimated Budget Authority 25 0 0 0 0 5 5 5 5 5 50
Estimated Outlays 2 3 5 6 6 5 5 5 5 5 47
Establish Tribal Employment Services
Grants
Estimated Budget Authority 37 37 37 37 37 37 37 37 37 37 370
Estimated Outlays 4 30 35 37 37 37 37 37 37 37 328

Eliminate Tribal Work Program Funding
Estimated Budget Authority -8 -8 -8 -8 -8 -8 -8 -8 -8 -8 -76
Estimated Outlays -1 -6 -7 - -

Expand Participation of Tribesin IV-E
Foster Care

Estimated Budget Authority 0 15 25 35 46 53 55 58 60 63 410
Estimated Outlays 0 12 283 38 4 52 5 5 60 62 398
Total Changesin Title VI
Estimated Budget Authority 129 44 54 64 75 87 89 92 94 97 829
Estimated Outlays 13 64 80 80 84 87 89 91 94 9% 778

Note:  Components may not sum to totals because of rounding.

Tribal TANF Improvement Fund. Section 601 would provide $75 million for grants as
follows: it would allocate $35 million for a program of grants to improve tribal human
services infrastructure, $35 million for grants to provide technical assistance to tribes and
tribal organizations on issues of economic development, and $5 million for the Secretary to
provide technical assistance to tribes. Based on spending in similar programs, CBO
estimates that spending would total $8 millionin 2003 and $75 million over the 2003-2008
period.

Tribal Contingency Fund. Section 601 also would establish a contingency fund of up to

$25 million over the 2003-2007 period for grants to Indian tribes experiencing increased
economic hardship. Thecriteriafor accessto thefund would be established by the Secretary
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inconsultationwith Indiantribes. CBO assumesthat these grantswould continuein baseline
proj ections beyond 2007, asthey are part of the overall TANF program, and we estimate that
the Secretary would make $5 million available each year for such grants. Spending would
total $2 millionin 2003 and $47 million over the 2003-2012 period. (Title! appropriatesthe
funds for the tribal contingency fund, but we show the costsin thistitle.)

Tribal Employment Services. Section 601 also would repeal an existing program of grants
to Indian tribesto conduct work programs and replaceit with an expanded program. Current
law funds grants to Indian tribes to conduct work programs at $7.6 million annualy and
allocatesgrantsbased ontribes participationintheformer Job Opportunitiesand Basic Skills
Training Program. This act would establish a new Tribal Employment Services program
funded at $37 million each year 2003-2007, and CBO assumes the grants would continuein
baseline after 2007, as they are part of the overal TANF program. The grants to Indian
tribes, tribal organizations, and Alaskan Native organi zationswould support comprehensive
services to enable beneficiaries to support themselves through employment. Based on
historic rates of spending, CBO estimates that spending would total $4 million in 2003 and
$328 million over the 2003-2012 period.

Tribal Foster Care and Adoption Assistance. Section 602 would permit tribal entities to
participatein foster care and adoption assi stance programs authorized under title 1V -E of the
Social Security Act, effective as of October 1, 2003. Based oninformation from the Indian
Child Welfare Association, CBO estimates that this provision could alow coverage of
between 2,000 and 3,000 children per year. In addition, some states with tribal agreements
could receive dightly higher match rates for children that they currently cover under such
agreements. CBO estimatesthat this section would increase costsby $12 millionin 2004 and
by $398 million over the 2004-2012 period.

TitleVII: Innovation, Flexibility, and Accountability. Title VIl would expand funding
for research, replace a bonus to reward high-performing states with a program of grants to
improve employment outcomes in partnership with employers, and establish a program of
at-home infant care. The new grant programs would be authorized through 2007, but CBO
assumes they would continue in baseline after 2007 as they are part of the overall TANF
program. CBO estimates that enacting title VII would increase direct spending by
$16 million in 2003 and $548 million over the 2003-2012 period (see Table 7).

Child Well-Being Indicators. Section 703 would direct the Secretary to develop
comprehensive indicators to assess child well-being in each state through grants, contracts,
or interagency agreements. It would establish an advisory panel to help in the devel opment
and would provide $15 million annually. CBO estimates the provision would increase
spending by $2 million in 2003 and $135 million over the 2003-2012 period.
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TABLE7. ESTIMATED COSTSOFTITLE VII: INNOVATION, FLEXIBILITY, AND ACCOUNTABILITY

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012

CHANGESIN DIRECT SPENDING

Establish Program to Develop Child Well-
Being Indicators

Estimated Budget Authority 15 15 15 15 15 15 15 15 15 15 150

Estimated Outlays 2 9 16 17 16 15 15 15 15 15 135
Increase TANF Research Funding

Estimated Budget Authority 7 5 5 5 5 5 5 5 5 5 52

Estimated Outlays 0 3 6 5 5 5 5 5 5 5 44
Eliminate Census Grant

Estimated Budget Authority -0 -0 -0 -0 -10 -10 -10 -10 -10 -10 -100

Estimated Outlays 9 -10 -10 -0 -10 -10 -10 -10 -10 -10 -9
Establish Innovative Business Link Grants

Estimated Budget Authority 2000 200 200 200 200 200 200 200 200 200 2,000

Estimated Outlays 20 120 216 230 218 202 200 200 200 200 1,806

Repeal High-Performance Bonus

Estimated Budget Authority 0 -200 -200 -200 -200 -200 -200 -200 -200 -200 -1,800
Estimated Outlays 0 0 -94 -147 -255 -269 -235 -200 -200 -200 -1,600
Food Stamp Effect of Bonus Repesl
Estimated Budget Authority 0 0 1 2 3 3 3 2 2 2 18
Estimated Outlays 0 0 1 2 3 3 3 2 2 2 18
Establish At-Home Infant Care Grants
Estimated Budget Authority 30 30 30 30 30 30 30 30 30 30 300
Estimated Outlays 3 18 32 35 33 30 30 30 30 30 2711
Food Stamp Effect of At-Home Infant Care
Grants
Estimated Budget Authority 0 -2 -3 -4 -3 -3 -3 -3 -3 -3 -27
Estimated Outlays o 2 3 4 3 -3 3 -3 -3 3 _-2Z
Total Changesin Title VII
Estimated Budget Authority 242 38 38 38 40 40 40 39 39 39 593
Estimated Outlays 16 138 164 128 7 -27 5 39 39 39 548
NOTE: Components may not sum to totals because of rounding.
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TANF Research. Section 703 also would increase the current funding for TANF-related
studies from $15 million to $20 million annually and add several new areas of study. The
new studies would include a longitudinal study of the factors that contribute to positive
employment and family outcomes, a study on the effect of sanctions, and a study of teen
parent recipients. In addition, it would add $2 million in 2003 only for the study of tribal
welfare programs and poverty among Indians. CBO estimates research spending would
increase by an insignificant amount in 2003, $3 million in 2004, and $44 million over the
2003-2012 period.

This section would not extend the current $10 million in annual funding for studies
conducted by the Census Bureau. Currently, CBO assumes funding would continue at that
level in its baseline projections (as part of the TANF program), in accordance with the
Deficit Control Act. Based on historic rates of spending, CBO estimatesthat eliminating the
studies would save $9 million in 2003 and $99 million over the 2003-2012 period.

Thefundsfor child well-being indicatorsand research are appropriated intitlel, but because
they are reserved for this purpose, the costs are shown as part of title VII.

Innovative Business-Link Partnership Grants. Section 704 would establish agrant program
for innovative business-link partnerships. The Secretaries of the Departments of Health and
Human Services and Labor would jointly award grants to states, localities, Indian tribes,
nonprofit organizations, andlocal workforceinvestment boardsto promote businesslinkages
andto providefor transitional jobsprograms. Theseprogramswould be designedtoincrease
wages of low-income individuals by working with employers to upgrade the skills of these
workers. A transitional jobs program would combine subsidized employment with skill
development activities for individuals with limited skills, experience, or other barriers to
employment. The grantswould be funded at $200 million annually. CBO expects spending
of the grants would initialy be slow, but would speed up to match rates of spending in
similar programs. CBO estimates that spending would be $20 million in 2003 and
$1.8 billion over the 2003-2012 period.

Bonuses for High-Performing Sates. Section 705 would eliminate funding for a bonus to
high-performing statesin 2004 and later. Thebonusin current law rewards statesfor moving
TANF recipients into jobs, providing support for low-income working families, and
increasing the percentage of children who reside in married-couple families. Current law
provides $1 billion for such bonuses, averaging $200 million annually, over the 1999-2003
period. CBO assumesin its baseline projections that funding will continue at $200 million
annually in accordance with the Deficit Control Act. Because the bonuses are usualy
granted inthefollowing fiscal year and many states have prior-year balancesof TANF funds
that they can useto replace any grant reductions, CBO estimatesthat TANF spending would
not be affected in 2004 and would fall by only $94 millionin 2005. We estimate cumulative
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savingsover the 2005-2012 period of $1.6 billion. CBO expectsthe reduced funding would
cause states to decrease benefits to families that also receive food stamps. The reduced
TANF income would increase Food Stamp benefits, increasing spending in the Food Stamp
program by $18 million over the 2005-2012 period.

At-Home Infant Care. Section 706 would fund demonstration projects for at-home infant
careat $30 millionannually. The Secretary would award grantsto between fiveand 10 states
to carry out demonstration projects to provide at-home infant care benefits to low-income
families. (A participating family could receiveapayment up to the state-establi shed payment
for providers of infant care.) H.R. 4737 specifies that the payments would count as earned
income to the family in several means-tested programs, including the Food Stamp program.
Based on data on state reimbursement levels and participation in the Food Stamp program
among families with children, CBO estimates grants would result in Food Stamp savings of
about $3 million annually.

Title VIII: Other Provisions. Title VIII would require SSA to change its system of
reviewing awardsto certain disabled adultsin the SSI program and extend customs user fees
through February 2005. Intotal, it would result in federal savings of $6 millionin 2003 and
$3.3 hillion over the 2003-2012 period (see Table 8).

Review of Sate Agency Blindnessand Disability Determinations. Section 801 wouldrequire
the Social Security Administration to conduct reviews of initial decisions to award SS|
benefits to certain disabled adults. The legislation mandates that the agency review at |east
25 percent of all favorable adult disability determinations made by state-level Disability
Determination Service (DDS) officesin 2003. Under thelegidlation, the agency would have
to review at least half of the adult disability awards made by DDS offices in 2004 and
beyond.

CBO anticipates state DDS offices will approve between 350,000 and 400,000 adult
disability applications for SSI benefits annually between 2003 and 2012. Based on recent
data for comparable reviews in the Social Security Disability Insurance program, CBO
projects that by 2012, nearly 20,000 DDS awards will have been ultimately overturned,
resulting in lower outlaysfor SSI and Medicaid (in most states SSI eligibility automatically
confersentitlement to Medicaid benefits). CBO estimatesthat section 801 would reduce SS|
benefits by $2 million and Medicaid outlays by $4 million in 2003. Over the 2003-2012
period, CBO estimatesthisprovision would lower SSI outlaysby $407 millionand Medicaid
spending by $936 million.
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TABLES8. ESTIMATED COSTSOFTITLE VIII: OTHER PROVISIONS

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012

CHANGESIN DIRECT SPENDING

Review of Disability Determinations
Supplemental Security Income

Estimated Budget Authority 2 -10 -22 -28 -34 -46 54 -63 77 -72 -407
Estimated Outlays 2 -10 -22 -28 -34 -46 54 -63 -77 -72 -407
Medicaid
Estimated Budget Authority -4 17 -34 54 -75 -98 -122 -148 -176 -208 -936
Estimated Outlays -4 17 -34 54 -75 -98 -122 -148 -176 -208 -936
Subtotal
Estimated Budget Authority -6 -2r 55 -82 -109 -144 -176 -211 -253 -280 -1,343
Estimated Outlays -6 -27r -55 -8 -109 -144 -176 -211 -253 -280 -1,343
Customs User Fees
Estimated Budget Authority 0 -1,274 -650 0 0 0 0 0 0 0 -1,924
Estimated Outlays 0 -1274 -650 0 _o0 o0 _0 _0 _0 _0-1924
Total Changesin Title VIII
Estimated Budget Authority -6 -1,301 -705 -82 -109 -144 -176 -211 -253 -280 -3,267
Estimated Outlays -6 -1,301 -705 -8 -109 -144 -176 -211 -253 -280 -3,267

Customs User Fees. Under current law, customs user fees expire after September 30, 2003.
Thislegidation would extend these feesthrough February 28, 2005. CBO estimatesthat this
provision would increase offsetting receipts (a credit against direct spending) by about
$1.9 billion over the 2004-2005 period.

Interactions. CBO estimatesthat several provisionsin H.R. 4737 would accelerate therate
of spending of prior-year balancesinthe TANF program. Provisionsthat would increasethe
transfer authority to SSBG, increase payments of child support to families, eliminatethe out-
of-wedlock grant, and eliminate the high-performance bonus (discussed intitlesl, |11, V, and
V1) would induce states to spend uncommitted TANF funds from prior years sooner than
under current law. However, those combined effects would exceed the amount of
uncommitted TANF funds. Consequently, the budgetary effect of all the provisions enacted
together would be smaller than the sum of the estimated effectsfor theindividual provisions.
CBO estimates that those interactions would lower TANF spending over the 2005-2006
period by $252 million below the sum of the provisions estimated individually, but raise it
by $252 million over the 2007-2009 period. Thus, there would be no net impact on TANF
spending over the 10-year period as awhole.
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Spending Subject to Appropriation

H.R. 4737 would establish several new grant programs that would require annual
appropriations. Assuming appropriation of the authorized amounts, CBO estimates
implementing thelegidlation would cost $2 millionin2003, $374 million over the 2003-2007
period, and $457 million over the 2003-2012 period (see Table 9). For this estimate, CBO
assumesthat H.R. 4737 will be enacted by September 30, 2002. Estimated outlaysare based
on historical spending patterns for similar programs.

Noncustodial Parent Employment Grant. Section 304 would authorizethe appropriation
of $25 million each year for fiscal years 2004 through 2007 for the Departments of Health
and Human Services and Labor to award grants to eligible states for the purpose of
establishing a supervised employment program for noncustodial parents with a history of
nonpayment of child support obligations. Grantsonly could beawardedto eligiblestatesthat
contribute one dollar for every four dollars of federal funds provided. CBO estimates that
implementing this provision would cost $8 million in 2004 and $100 million over the 2004-
2009 period, assuming the appropriation of the authorized amounts.

Grantsto Coor dinate Servicesfor L ow-Income, Noncustodial Parents. Section304 aso
would authorize the appropriation of $25 million each year for fisca years 2004 through
2007 for grantsto statesto conduct policy reviewsand devel op recommendationsto improve
the delivery and coordination of services to low-income, noncustodial parents. CBO
estimates that implementing this provision would cost $8 million in 2004 and $100 million
over the 2004-2009 period, assuming the appropriation of the authorized amounts.

Second-ChanceHomes. Section 305 would authorizethe appropriation of $33 million each
year for fiscal years 2004 through 2007 for the Secretary to award grantsto eligible entities
to promote second-chance homes. A second-chance home is a community-based, adult-
supervised group homethat provides support for young mothersand their children. Mothers
are required to learn parenting skills and other skills to promote their long-term economic
independenceand thewell-being of their children. Thegrant would beonly awarded to those
entities that agree to contribute at least one dollar for every five dollars of the federal funds
provided. The grant would be awarded for a period of five years. The Secretary would
reserve $1 million for fiscal year 2004 to carry out an evauation and could use up to
$500,000 to provide technical assistance. CBO estimates that implementing this provision
would cost $10 million in 2004 and $132 million over the 2004-2009 period, assuming the
appropriation of the authorized amounts.
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TABLE9. AUTHORIZATIONS OF APPROPRIATIONS FOR H.R. 4737, THE WORK, OPPORTUNITY, AND
RESPONSIBILITY FOR KIDSACT OF 2002

By Fiscal Year, in Millions of Dollars

2003-
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2012

CHANGESIN SPENDING SUBJECT TO APPROPRIATION

Noncustodia Parent Employment Grant

Program
Authorization Level 0 25 25 25 25 0 0 0 0 0 100
Estimated Outlays 0 8 18 28 26 15 5 0 0 0 100

Grants to Coordinate Services for
Low-income Noncustodia Parents

Authorization Level 0 25 25 25 25 0 0 0 0 0 100
Estimated Outlays 0 8 18 28 26 15 5 0 0 0 100
Second-Chance Homes
Authorization Level 0 33 33 33 33 0 0 0 0 0 132
Estimated Outlays 0 10 23 36 35 20 8 0 0 0 132
Grants to Improve Access to
Transportation
Authorization Level 15 15 15 15 15 0 0 0 0 0 75
Estimated Outlays 2 9 16 17 16 11 4 0 0 0 75
Grants to Conduct Housing Demonstration
Projects
Authorization Level 0 50 0 0 0 0 0 0 0 0 50
Estimated Outlays 0 5 8 30 7 0 0 0 0 0 50
Total Changes
Authorization Level 15 148 98 98 98 0 0 0 0 0 457
Estimated Outlays 2 40 83 139 110 61 22 0 0 0 457

Grants to Provide Transportation. Section 705 would authorize the appropriation of
$15 million each year for fisca years 2003 through 2007 for a program of grants to states,
Indian tribes, localities, and nonprofit organizations to assist low-income families with
children in buying automobiles. The program is designed to facilitate continuing work by
providing earnersin low-income familieswith morereliable transportation. CBO estimates
that implementing this provision would cost $2 million in 2003 and $75 million over the
2003-2009 period, assuming the appropriation of the authorized amounts.

Grantsto Conduct Housing Demonstration Projects. Section 707 would authorize the
appropriation of $50 million in 2004 for grants to study different methods of combining
housing assistance with other support and services. The demonstrations would be focused
on servicesto promotethe employment of parentsand caretaker relativeswho receive TANF
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services and who have multiple barriersto work, including lack of adequate housing. CBO
estimates that implementing this provision would cost $5 million in 2004 and $50 million
over the 2004-2007 period, assuming the appropriation of the authorized amount.

PAY-AS-YOU-GO CONSIDERATIONS

The Balanced Budget and Emergency Deficit Control Act sets up pay-as-you-go procedures
for legidation affecting direct spending or receipts. The net changes in outlays and
governmental receipts that are subject to pay-as-you-go procedures are shown in the
following table. For the purposes of enforcing pay-as-you-go procedures, only the effects
through fiscal year 2006 are counted.

By Fiscal Year, in Millions of Dollars
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012

Changesin outlays 0 1,242 829 2,022 2810 3,109 2965 2,716 2,551 2,505 2,462
Changes in receipts 0 0 -1 -3 -7 13 -16 -18 -20 -20 -21

ESTIMATED IMPACT ON STATE, LOCAL, AND TRIBAL GOVERNMENTS

The act would extend funding for a number of state programs, most notably TANF, and it
alsowould establish new grantsthat target avariety of worker and family programs. Theact
also would place new requirements and limitations on state programs as conditions for
receiving federal assistance. A limit on amounts that states could retain for state child
support enforcement programs could be an intergovernmental mandate as defined in the
Unfunded Mandates Reform Act. Similarly, alimit on using the child support enforcement
system to recoup the costs of certain births paid for by Medicaid could also be an
intergovernmental mandate.

CBO believes that H.R. 4737 probably would impose intergovernmental mandates, as
definedin UMRA, on states becauseit islikely that not all states could offset the costs of the
act's changes to the child support enforcement program. The costs of the mandates would
depend on the degree to which states would be able to ater their responsibilities within the
child support enforcement program and to compensate for the loss of receipts as aresult of
theact. Intotal, stateswould facelosses ranging from $73 million in 2007 to $90 millionin
2011. Totheextent that statesare ableto alter their programmatic responsibilitiesand off set
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some of these costs, the aggregate amounts may be lower than the threshold established in
UMRA ($65 millionin 2007, as adjusted for inflation).

M andates

Generally, conditions of federal assistance are not considered intergovernmental mandates
as defined in UMRA. However, UMRA makes specia provisions for identifying
intergovernmental mandates in large entitlement grant programs (those that provide more
than $500 million annually to state, local, or tribal governments), including TANF, Medicaid,
and child support enforcement. Specifically, if alegidative proposal would increase the
stringency of conditions of assistance, or cap or decrease the amount of federal funding for
the program, such a change would be considered an intergovernmental mandate only if the
state, local, or tribal government lacks authority to amend its financial or programmatic
responsibilitiesto continue providing required services. The TANF and Medicaid programs
alow states significant flexibility to alter their programs and accommodate new
requirements. However, the rules for implementing the child support enforcement system
do not afford states as much flexibility.

Child Support Enforcement. H.R. 4737 would reduce the amounts that states may retain
from child support collections in order to reimburse themselves for public assistance
spending, in particular for TANF and Medicaid. As aresult, states would lose a total of
about $60 million in 2007 and about $320 million over the 2007-2011 period. The act also
would prohibit states from using the child support enforcement system to collect costs
associated with the birth of achild that are paid for by Medicaid after October 1, 2004. This
provision would result in aloss of receipts to states of over $30 million beginning in 2005
and about $240 million over the 2005-2011 period. (Statesalsowould berequired to conduct
mandatory reviews of child support cases every three years, but thisrequirement is expected
to result in net savings to states of about $50 million in the child support program and
$44 million in Medicaid over the same period.)

TANF and Medicaid. The TANF program affords states broad flexibility to determine
eigibility for benefits and to structure the programs offered as part of the state’s family
assistance program. Changesto the program as embodied in H.R. 4737 could alter the way
inwhich statesadminister the program and providebenefits, and such changescouldincrease
coststo states. States would continue to be able to make changes, however; for example by
adjusting eligibility criteria or the structure of programs, to avoid or offset such costs.
Because the TANF program affords states such broad flexibility, new requirements would
not be considered intergovernmental mandates as defined by UMRA. Similarly, a large
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component of the Medicaid program includes optional services that states may alter to
accommodate new requirements and additional costs in that program.

Other Impacts

Benefits. Many provisions of the act would benefit state assistance programs by increasing
funding, broadening flexibility, or providing new grants.

TANF. Theact would reauthorize family assistance grantsthrough 2007 and increase grants
for states that received supplemental grantsin the past or have low per capitaincomes. It
alsowould alter the Contingency Fund program and increasethelikelihood that stateswould
qualify for funding. States would receive additiona funds for TANF programs over the
2003-2012 period, including $11.3 billionfor child care, $4.4 billion for supplemental grants,
and $0.8 billion from the contingency fund.

The act would broaden the uses of TANF fundsto include assistance, benefits, and services
for legal immigrants, some of the costs associated with post-secondary education programs,
and supplemental housing benefits. Over the 2003-2007 period, it would authorize the
appropriation of $15 million annually for grants to improve access to transportation and
would authorize the appropriation of $50 million in 2004 for housing assistance grants to
states and nonprofit organizations. It aso would directly appropriate $30 million annually
for at-homeinfant care programs. It would allow statesto use unspent fundsfrom prior years
to pay for servicesin addition to benefits. Finally, the act would increase the limit of TANF
funds that may be specifically used for SSBG purposesfrom 4.25 percent to 10 percent, and
itwouldincreasetheappropriationfor SSBG from$1.7 billionto $1.952 billioninfiscal year
2005.

Family Promotion and Support. H.R. 4737 would extend and expand a number of existing
grant programs and also would establish new grants for a variety of purposes, including
programsfor reducing illegitimacy and teenage pregnancy, promoting marriage, expanding
abstinence education, increasing employment among noncustodial parents, and improving
group homes for young mothers and their children.

Child Support. In addition to the changes in collections and mandatory reviews discussed
aboveunder the* Mandates’ section, theact would appropriate $50 millionin 2003 for grants
to states for a variety of child support collection activities. It aso would give states the
option of passing onthefederal portion of child support collectionsto familiesthat no longer
receive TANF or that have received TANF for less than five years. Currently, some states
use their own fundsto pass on amountsto these familiesthat total both the federal and state
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portions. Thisoption would alow those states to use federal fundsto pay for the portion of
passthrough that is attributable to thefederal share, thusresulting in savingsto states. States
maly also request the Secretary of Treasury to withhold past-due child support for children
who are not minors from the income tax refunds of noncustodial parents.

Tribal Issues. The act would alter time limits for individuals who live in Indian country or
aNative Alaskan village where joblessness is above 20 percent, allowing more individuals
to receive benefits for agreater period of time.

The act also would authorize direct agreements between tribal entities and the federa
government regarding foster care services. Such agreements would allow tribes and states
that have agreementswith thetribesto receive higher matching ratesfor foster care services.
CBO estimates that tribal entities and states would receive about $12 million in 2004 and
$398 million over the 2004-2012 period as a result of this provision, but they also would
have to use about $200 million of their own funds over the same period in order to receive
those federal dollars.

H.R. 4737 would replace work activity grantsto tribes ($7.6 million annually) with grants
totribes, tribal organizations, and native Alaskan organi zationsfor employment services, and
CBO estimates that tribes would receive about $330 million over the 2003-2012 period for
those grants. The act also would appropriate $75 million for Tribal Capacity and Tribal
Development grants to improve the infrastructure of human service programs and to foster
busi nessand economic development. Finally, theact would establish acontingency fund for
grantsto Indian tribes that experience economic hardship. CBO estimatesthat tribeswould
receive $2 million in 2003 and $47 million over the 2003-2012 period for those grants.

Other Costs and Additional Requirements. Some provisions of the act, while not
intergovernmental mandates as defined in UMRA, would place additional conditions on
state, local, and tribal governments or would result in additional spending as a result of
meeting federal matching requirements.

Medicaid. The act would extend a requirement that states provide Transitiona Medical
Assistance for five more years. The act also would allow states to eliminate an income
reporting requirement for familiesreceiving TMA, easethe criteriafor qualifying for TMA,
and continue providing TMA for up to one year. These provisions would increase state
spending for Medicaid by $120 millionin 2003 and by about $1.8 billion over the 2003-2012
period. Theact alsowould give statestheoption of providing Medicaid and SCHIP coverage
to pregnant women and children who arelegal immigrantsthat entered the United Statesafter
August 22, 1996. Asaresult of thisoption, CBO estimatesthat state spending for Medicaid
would increase by $27 million in 2003 and by about $2 billion over the 2003-2012 period.
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State spending for SCHIP would increase by $2 million in 2003 and $20 million over the
2003-2012 period.

Other Provisions. The act would require state family assistance plansto be made available
for public comment and submitted earlier than currently required. 1t alsowould require state
TANF programs to participate in one-stop employment and assistance centers, and states
would be required to establish and maintain grievance procedures to address allegations of
worker displacement as aresult of TANF work activities.

ESTIMATED IMPACT ON THE PRIVATE SECTOR

Title V111 of the act would extend the government’ sauthority to collect certain customs user
fees from its current expiration date of September 30, 2003, until February 28, 2005. This
extension would impose a private-sector mandate as defined in UMRA. CBO cannot
determine whether the direct cost of this mandate would exceed the annual threshold
specified in UMRA ($115 million in 2002, adjusted annually for inflation) because UMRA
does not clearly specify how to determine the direct cost associated with extending an
existing mandate that has not yet expired.

Under one interpretation, UMRA requires the direct cost to be measured relative to a case
that assumesthat the current mandate will not exist beyond its current expiration date. Under
that interpretation, CBO estimates that the direct cost of the mandate would be about $1.3
billionin 2004 and $650 millionin 2005. Both of those amountswould exceed the threshold
for private-sector mandates specified in UMRA. Under the other interpretation, UMRA
requires the direct cost to be measured relative to the current mandate. Under that
interpretation, the direct cost would be zero.

PREVIOUSCBO ESTIMATES
On May 16, 2002, the House of Representatives passed H.R. 4737, which incorporated the
provisions of four separate bills as well as additional amendments and provisions. CBO

prepared cost estimates for those four hills:

* H.R. 4585, as ordered reported by the House Committee on Energy and Commerce
on April 24, 2002 (CBO estimate transmitted on May 2, 2002);

* H.R. 4092, as ordered reported by the House Committee on Education and the
Workforce on May 2, 2002 (CBO estimate transmitted on May 9, 2002);
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* H.R. 4584, as ordered reported by the House Committee on Energy and Commerce
on April 24, 2002 (CBO estimate transmitted on May 10, 2002); and

* H.R. 4090, as ordered reported by the House Committee on Ways and Means on
May 2, 2002 (CBO estimate transmitted on May 13, 2002).

H.R. 4737 asapproved by the Senate Committee on Finance woul d increase budget authority
by about $11 billion over the 2003-2007 period compared to about $2 billion in the House-
passed version of thelegidlation. (CBO prepared detail ed estimates of the provisions of the
House-passed act only for the 2003-2007 period.) The Senate Finance Committee'sversion
would reduce revenuesby $24 million, in contrast to the version that passed the House which
would increaserevenueshby $1.3 billion over the 2003-2007 period. The Finance Committee
version of H.R. 4737 would increase authorizations of appropriationsby $457 million above
the current baseline over the 2003-2007 period, whereas the House-passed version would
rai se such authorizations by $2.5 billion.

The areas of the legidation where the direct spending effects differ the most are TANF
grants, child care funding, transitional medical assistance, child support enforcement,
Medicaid eigibility for certain immigrants, Medicaid administrative expenses, and customs
user fees. For activities subject to annual appropriations, the largest differenceisin child
care funding. Table 10 summarizes the major differences between the two versions of the
legislation.

TABLE 10. MAJOR DIFFERENCESIN THE MANDATORY BUDGET AUTHORITY OF H.R. 4737

Over the 2003-2007 Period, in Billions of Dollars

Finance Committee Version House-Passed Version ?

TANF and Related Grants 4.4 14
Mandatory Child Care Funding ° 55 1.0
Transitional Medical Assistance 2.1 04
Customs User Fees -1.9 0

Child Support Enforcement 1.0 0.1
Medicaid for Immigrants 0.6 0

Medicaid Administrative Expenses 0 -04

a.  House-passed version of H.R. 4737 also would increase revenues by $1.3 billion.

b. The House-passed version of H.R. 4737 authorized an additional $2.0 billion in discretionary funds.




ESTIMATE PREPARED BY:

Federa Costs:
Sheila Dacey—TANF and Child Support
Christina Sadoti—Unemployment Compensation and Child Welfare
Donna Wong—Child Care
Geoffrey Gerhardti—Supplemental Security Income
Jeanne De Sa and Eric Rollins—Medicaid and SCHIP
Alexis Ahlstrom—Abstinence Education
Mark Grabowicz—Customs User Fees
Ken Johnson—Census Bureau
Alison Rebeck—Discretionary Grants

Impact on State, Local, and Tribal Governments. Leo Lex

Impact on the Private Sector: Kate Bloniarz
ESTIMATE APPROVED BY:

Peter H. Fontaine
Deputy Assistant Director for Budget Analysis
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