.SENT BY:AEROSPACE BLDG. © 2-26-99 :11:16AM : ACF/SUITE 600~ 94569412:% 2/ 4

v "y

DRAFT

TANF Spending and |fare-to-Work: The Facts
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e According to the most recent preliminary data, states have obligated (that is, have
contracts or other binding plans for) between 80 and 85 percent of their FY 1998 TANF
funds. The amount they have left, from their FY 1997 and 1998 grants, is between $3
and $3.5 billion, according to our latest preliminary figures.

Technical note: Ungbligated balances are the best measure of unspent or surplus TANF
dollars. Obligated dollars represent, for example, contracts that the state has entered into for
TANF-related services or sub-grants made to county or local levels of government to run the
TANF program. These dollars will be expended, generally within 12 months from when they
were obligated. For example, by the end of the third quarter of FY 98 the states had obligated
all but $500 million of their FY 97 Federal TANF funds and had expended 88% of the
obligated dollars. The $7 billion figure represents cash balances (that is, TANF dollars on
account at the Federal Treasury but not yet drawn down by the states), which can be
misleading because many of these dollars have already been committed.

e According to the same preliminary data, nineteen states have obligated all of their FY
98 TANF funds.

o HHS expects future data to show a substantial increase in state spending commitments,
for two reasons. First, states will have had the opportunity to appropriate these additional
funds, which they did not initially plan for because they did not expect such large caseload
declines. Second, statc policy decisions made in early 1998 are now being implemented,
resulting in additional expenditures. HHS expects states to leave some TANF funds unspent,
lcaving themn in the Federal treasury for a “rainy day” when additional funds may be needed
due to population increases or a recession.

Background information: Legislators generally appropriated FY 98 TANF funds in the first
half of calendar year 1998. Since then caseloads have dropped sharply, more than many states
expected. The average monthly TANF caseload declined from 3.947 million in FY 1997 to
3.186 million in FY 1998, a drop of 19 percent.

States anticipating a higher caseload may have budgeted relatively more for cash assistancc
and less for intensive work activities, transportation, post-employment supportive services and
other uses of the flexible TANF dollars. Many of the state-level TANF agencies may not
rcprogram large amounts from one spending category to another without approval of their
state legislatures. Large caseload declines would leave such states with significant
unobligated balances of TANF funds.
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« States need to invest both the TANF and the Welfare-to-Work (WtW) resources in
order to ensure that all welfare recipients, including those with the greatest barriers to
cmployment, are able to move to self-sufficiency within the time limits. States are finding
that many of those families remaining on the rolls face barriers to employment such as low
levels of education and skills, substance abuse problems, disability or the need to care for a
family member with a disability. These barriers can require major investment to overcome —
investment greater than the average TANF funding per recipient. WtW is the only program
with funds dedicated to the hardest-to-serve welfare recipients.

The WtW program can also provide wage subsidies and other direct job creation for those
who have reached the TANF time limit but despite their best efforts have not found
employment.

e WIW resources can help those who are employed keep those jobs and find better ones.

e Welfare-to-Work funds can also be used to improve the employment rates and earnings
of nan-custodial parents of children on welfare. Often under state law the noncustodial
parents of children on welfare are ineligible for TANF, which usually focuses on the custodial
parent. Many states would need to redefine, probably in statute, their definition of an eligible
TANF family in order to serve noncustodial parents with TANF funds.
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TANF and Welfare-to-Work Q&As
February 8, 1999

Is The New York Times correct that there’s 33 billion in unspent TANF money and, if so,
why aren’t states spending this money?

The most recent figures released by the Department of Health and Human Services show that by
the 3rd quarter of FY 1998, states had obligated about three-quarters of TANF funds available to
them in the October 1997-June 1998 period, leaving about $3 billion unobligated. Some of these
unspent funds are to be expected and in fact welcomed, since they will provide “rainy day” funds
in case of state population increases or recession. Moreover, HHS expects future data to show a
substantial increase in state spending commitments because (1) state legislatures are now
appropriating the additional, unexpected funds they received as a result of large caseload
declines; and (2) states are now implementing policy decisions made in early 1998, which will
result in additional expenditures. In fact, preliminary 4th quarter 1998 data show that nearly half
the states have obligated all their 1998 TANF funds.

Why is the Administration proposing more Welfare-to-Work (WtW) money if there’s $3
billion in unspent TANF funds?

First, not all states have unspent TANF funds -- nearly half the states have spent all their FY
1998 TANF dollars, according to preliminary 4th quarter data reported to HHS from the states.
And in every state, as was pointed out in the New York Times article, an even more intensive
commitment of resources will be necessary in the coming years as the work requirements
increase and those left on the rolls face the most serious barriers to employment. The WtW
funds will not only help these individuals get their first job, but will help them keep that job or
advance into a better job. The funds will also ensure that both parents contribute to their
children’s support, by focusing a minimum of $150 million on increasing the employment of
low-income fathers so they can pay more child support.

There is a great need for these funds in high-poverty areas. In FY 1998, 44 states plus D.C.,
Guam, Puerto Rico, and the Virgin Islands claimed these federal funds and identified one dollar
in state and local resources for every two dollars in federal resources. In addition, in FY 1998,
the Department of Labor received approximately 1,400 applications totaling approximately $5
billion for WtW competitive grants funds, but only had sufficient funds to award $468 million to
126 grantees.

Can’t leftover TANF funds, rather than Welfare-to-Work funds, be used on welfare
recipients with the greatest challenges?

First and most important, we do expect states to make full use of their TANF funds (or to make
considered decisions to save these funds for a rainy day) as they put their welfare reform
programs in full gear and appropriate unexpectedly large TANF payments. In addition, the
Welfare-to-Work program has a number of characteristics that make it particularly well-suited to
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assisting the hardest-to-serve welfare population. For example, most WtW funds flow
automatically through the states to communities with the greatest needs (those with highest
poverty levels, most long-term welfare recipients, and highest unemployment). Similarly, WtW
funds can be used to employ non-custodial parents of children on welfare, whereas many states
could not use TANF monies for this purpose without extensive changes to a state’s TANF plan.
In addition, the WtW funds, because they are administered by local workforce boards ensure the
involvement of local communities and local businesses.

How is the $3 billion reported by The New York Times different from the $7 billion surplus
cited recently by several Republicans?

The $3 billion represents unobligated balances, after accounting for both state expenditures and
state obligations, such as contracts with providers and funds passed to local governments.
Obligated funds are generally expended within 12 months from the date of obligation. The $7
billion figure represents cash balances -- that is, TANF dollars on account at the Federal Treasury
but not yet drawn down by the states. We believe this is not an appropriate measure to look at
because many of these dollars have already been committed.

Does the fact that six states turned down the WtW funds last year mean there is little
interest in these resources?

No, we think the fact that 44 states plus D.C., Guam, Puerto Rico, and the Virgin Islands claimed
these federal funds and identified one dollar in state and local resources for every two dollars in
federal resources indicates substantial interest. In addition, in FY 1998, the Department of Labor
received approximately 1,400 applications totaling approximately $5 billion for WtW
competitive grants funds, but was only able to award $468 million to 126 grantees.
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TANF Spending
March 5, 1999

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA)
provides states with broad flexibility to use TANF funds to provide assistance to needy
families; promote job preparation, work and marriage in order to end dependence; reduce
the incidence of out-of-wedlock births; and encourage the formation of two-parent families.
States are beginning to transform their former AFDC programs and to use the new TANF

funds to support innovative and creative efforts to meet these important new goals.

With the repeal of the AFDC entitlement to the states, PRWORA also allows states great
flexibility in the timing of their TANF expenditures. Recognizing that caseloads -- and state
expenditures -- may rise in times of economic downturn, states are allowed to defer some of their
TANTF block grants for a “rainy day.” Similarly, they may carefully plan future investments for
needy families and children.

For FY 1998, 84 percent of TANF funds have been obligated by the states. Nineteen states
have obligated 100 percent their FY 98 TANF funds. These include large states such as
California, Illinois and Texas, as well as Connecticut, Delaware, Oregon and Virginia. Obligated
funds represent the best measure of TANF spending, since they include funds for which states have
contracts or other binding plans, such as sub-grants to countics to run the TANF program. States
are using TANF funds for a wide range of services to help an historic number of recipients move
from welfare to work and they are beginning to address other difficult issues of dependency.

Some states have not obligated all of their TANF funds, leaving $2.7 billion in unobligated
TANF funds for FY 1998, Fully allowed and anticipated by PRWORA, there are a variety of
reasons for this. Some states have specifically set aside some of these funds for a “rainy day”. (Any
funds set aside for a rainy day remain in the federal treasury as unobligated funds.) Some states
have experienced large caseload declines but require further state legislative action to reprogram
funds from cash assistance to other investments to promote work and end dependency. Other states
are just beginning innovative new efforts and plan to utilize these funds for these purposes.

Unobligated funds are not “surpius” funds and must remain available to address the goals of
PRWORA. These funds are essential to the overall success of welfare reform. Many of the
families remaining on welfare face substaritial barriers to employment, such as low levels of
education and skills, substance abuse and mental health problems, domestic violence issues,
disability or the need to care for a family member with a disability. States anticipate that much
greater investments will be required to successfully help such families gain work and self-
sufficiency. The unobligated TANF funds - together with Welfare to Work funds - are crucial to
such efforts.

States also face enormous demands for work supports for low income families - both families
making the transition from welfare to work and families who have never been on welfare. As
more and more families with infants and young children move into the workforce, the need -- and
competition for -- help for all types of quality child care, especially infant care and care at non-
traditional hours, continues to expand. Without assistance, a family earning $14,400 a year
typically must spend 25% of its income for the care of a child under five. Yet in some states, child
care assistance under TANF and the Child Care and Development Block Grant is limited to
families making the transition from welfare to work. Low-income working families who have

never been on welfare and are struggling to stay off welfare are too often denied desperately needed
child care assistance.
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Rlatema 95908661 |- 06% 1,467,366 % 57,141 881 5% 0% 37,377,861 309
Alaska s5B1.718]  04% 1,600,000 ) 2,216,300 5% 42,630 855 5% 11820613 18% 0%
Arizeoa 226,308,173 L.4% 2,633800 10% 139,783,545 1% 3,806,219 14% 34,189,609 159,
‘ 5570354 | 04% 2,961,060 5% 229,264 50% 0%
Cal¥iornia 3,732,871,378 2.5% 100,000,006 * 183,000,000 5% 2,068,924 584 1% 182,746,794 21% 0%
|Cotarado 139.324544 0L% 2,152,087 Z% 55,968,198 40% 0% 81,206,230 589%
Connegticut 260,788,107 15% 73,785,031 ) 290,076 1% 0% 0%
Detaviare 22,200,881 0.2% 32728098 0% 2807890 87% 2550 3% 0%
Distriet of Columbia __ 92609815 5% 59.875,758 65% 8,328 006 7% 24,406,030 269%
Flondy 576.886,08) 5% 2,03,488 % §7,680,688 1% 185224071 =% 51,548 488 g% 252,022,154 44%
[Georgin 336,720 207 21% 19,152,485 2] 30,897,08¢ [ 142, % 202400 4% 51,805,873 5%
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indiany 206,768,108 1.2% 6,000,000 % 25479258 2% 175,319,851 85% 0%
iava 131,524,958 0.8% 1,214,068 ™ 140159 6% : B7.649.754 67% 8385174 5% 28,873,740 229,
Kaosas 101,931,061 0.5% 137892 3 10,120,108 1% 82744419 62% 0% 21,616,607 219%
Keatucky 181,287,669 1% 18,000,000 0% 9,200,000 5% 110,202652 19, 0% 43,885017 2a%
Louistana 168,072,304 1.0% 44565492 1% 0% 123,516,902 735
Maine BN 05% 4304 B0 [ 2,500,000 % 70,638,078 0% 0% 0%
|margand 29,088,062 14% 22,0004 10% 128,331,402 5% 0% 78.856,787 35%
[Massachusetts 450,311,118 26% 78,253.383 ™ 42,397,280 1] X8 ,370.824 474 289612 6% " 0%
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Nebraska S4.008518 04% 33404 183 58% % 24_624,396 a2%
Nevaca 24875852 0%% 2N 2 8,003,808 18% 0%
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New Mexieo 129,36 57 0.6% 13,394,750 10 80.2300 2% 452,00 ~a% 30,899,415 2496
New York 202306027 1% 55,000,000 ™ 221,000,000 %, 1,561,049.329 6<% % 605 881,273 25%
North Carolina 310,936,520 1.9% 11,698,518 " 970,581 0¥ 205,118,440 &% 0% 63,148,981 309%
North Dakots 26,390,600 0.2% 06%25] 8% 5,763,584 22% 0%
Ohio 721,965,260 44% 72795028 10.0% 185226909 5% 460,544,525 65% 0%
Oklahoma 147,847,004 0.9% 5,606,134 (L) 11,100,000 5% 20887301 14% G% 110.238,480 75%
Dregan 168,196,629 10% i 115,541,411 9% 51,657.216 31% 0% 1
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1. 196,717 088 1.2% 14704 274 % $09,500 % | 116,914 990- 61% 12921 883 7% 48,265 822 . 25%
Texss 498,949,728 0% 12,183,631 2% 23,1055% 5% 258,385,066 52% _ X6,25512 41% 0%
Viah 78925383 05% 3,116,423 % 62258539 % 0% 13,560,431 17%1
Yermont 42,363,181 0.3% 8430 562 1% 41235318 10% 30,545 738 85, - O% 5,671,672 12%
Virginia TS 851T2] 0% B 1% 11.871,38 " 80,325,955 1 5% 05853 209% %
washington 404 X31.754 24% - 28973849 7% 232,835,795 56% 846,341 0% 141,452,770 3596
west Vieginia 110,176 310 0.7% 10,000,000 % 7,400,000 % 12,0588.678 11%] 0% 80,717,433 73%]
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. 1
GENERAL NOTES : : ]
This table shows informatien exactly as reporfed by Slates in column A on the quarterly TANF report (Form no. ACF-196). States were 1equired to submit this TANF financial data by 11/14/38.
Table A shows how States used Federal funds. Tables B and € show how States usad their own funds in the TANF program. :
| i
FOOTNOTES: 1 1 ! : [ I
1 The amourtts reported unde: this calumn z4e 1He qrant awe (ds the Stales received through the <k cueter of FY-928. !
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FY 1998 STATE SPENDING UNDER THE NEW WELFARE PROGRAM

QOverview: Fiscal Year 1998 was the first full year that all states implemented the new welfare
program now called Temporary Assistance for Needy Families (TANF). States demonstrated remarkable
progress in welfare reform during the year - over 1.5 million families who were on welfare in 1997 were
working in 1998, caseloads continued to decline at an unprecedented rate with 20 percent fewer

recipients than in FY 1997, and all states subject to the overall work participation rate in FY 1997 met it.
States also continued to make large investments in their work first welfare programs, spending or
committing to spend 84 percent of their federal funds. Nineteen states spent 100 percent of their block
grant. Although states can reserve funds from year to year without limitation (for example, states can
save dollars for "rainy day funds”), when FY 1997 and 1998 funds are combined, states left only 10
prercent of the federal block grant unspent.

In an effort to meet the critical need of quality, affordable child care for parents moving from
welfare to work, states increased the transfer of TANF funds to the child care block grant. Evern with
the significant spending of both federal and state funds, however, states are facing the new challenges of
reaching families with greater barriers to work and supporting families to remain in work.

FY 1998 Highlights

Maintenance of Effort. The new welfare reform law requires states to continue to spend state funds at
a level equal to at least 80 percent of their FY 1994 levels. If states meet the minimum work
participation rates, the law also allows them to reduce their minimum-spending requirement 10 75
percent. In FY 1998, all states expended enough to meet the 75 percent maintenance of ¢ffort amount.
Thirteen states reported state spending above 80 percent, with one state -- West Virginia -- ¢xceeding
100 percent. Since states are not required to report any expenditures in excess of the maintenance of
effort requirement, states may actually be spending more than reported.

Child Care. Child care continues to be a critical support for families moving from welfarc to work.
States made significant investments in child care in FY 1998, transferring a total of $652 million in
TANTF funds to the child care block grant, an over three-fold increase from FY 1997. States report they
are committing over 99 percent of their child care block grant funds. In addition, states spent over $1
billion of their own funds on child care.

Work Activities, Cash Assistance, and Other Supports. States furthered the goal of the weclfare law
by making work first the priority for their programs. In FY 1998 states spent $1.2 billion in combined
federal and state funds on work activities. States spent $6.8 billion, or 69 percent, of their FY 98 federal
TANTF funds on cash assistance and work-based assistance. (The work-based assistance in this category
may include paychecks earned by TANF recipients in return for community service jobs or subsidized
employment.) Additionally, states reported spending $1.1 billion in federal TANF funds and $1.3 billion
in state maintenance of effort funds on other ¢xpenditures, which included fraud control programs,
cmergency assistance (e.g., one-time benefits to divert families from having to rely on welfare), staff
training, domestic violence services, and child welfare programs,

Transferring TANF Funds. The new welfare law gives states the authority to transfer portions of their
TANEF grant to either the Child Care and Development Block Grant or the Social Services Block Grant.
Thirty-nine states reported transferring funds im amounts ranging from 2 to 29 percent of their TANF
grant. In total, $652 million or 4 percent of TANF funds were transferred to the child care block grant
and $1.1 billion or 7 percent was transferred to the Social Services Block Grant.
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Administrative Costs. States continue to invest in transforming their welfare offices into employment
centers, and to expect more from their workforce as eligibility workers are trained as job counselors. In

'FY 1998, state administrative expenditures amounted to $913 mllion, or § percent of total federal TANF

expenditures -- well below the TANF administrative cost limit of 15 percent.

Separate State Programs. In FY 1998, a fewer number of states -- 15 -- chose to fund programs with
separate state funds than in FY 1997. Expenditures on separate programs represented less than four
percent of total state spending. States with scparate programs spent most of their separate state program
funds -- 55 percent -- on cash and work-based assistance by providing support to primarily two-parcnt
families, pregnant women, migrant seasonal workers, and qualified legal immigrants. Most of the
remaining funds were spent on child care (35 percent) and non-direct services categorized as other
expenditures.

Unobligated Balances. States can camry forward unobligated TANF funds for use in future years, for
example to meet unanticipated necds or reserve dollars for "rainy day” funds. In FY 1998, states
obligated $13.9 billion or 84 percent of the total tfederal funds. The remaining $2.7 billion in unobligated
funds remain in the federal treasury, with no time limnit, until states draw down the dollars.

XXX
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Mazch 16. 1999

The Honomable Jahn Ci. Rawland
Govemor of Connecticut

210 Capitol Avenue

Hartford, CT 06106

Dear John:

Most stares heve not been spending all the federal dollirs that have bean allocated to them
under the Temporary Asgistance for Needy Families (TANF) block grant. According to our budget
anelysts, states have sbout $6 billion in unspant funds left over Gom flscal years 1997 and 1998. My
collengues and ! on the Committee on Ways and Meana ace fighting to save this money from those who
would like 1o spend i on ather priorities, but I want you and all the other governors to understand that

uniess states begin spending more of this money, we will eventually los¢ the battle to protect it here in
Washington.

The most surprising thing about the growing TANF reserves is that there are o many fruitful
waya states should be spending this meney. Based on the beatings we have conducted in pur
Committez, as well us on numerous resesxch studies, many of which have besn conducted by states
themselves, it iz bacoming clear that meny states are now working with the clients who will have a more
difficult time achieving independence from welfare. Many of the adults remaiming on the welfare rolls
seemn ta have lower |evels of education, Jess work experience, or mare difflenlt transportation problems
than those whe hava already jeft the rolls; further, m=ay have mental health problers or addictions. In
short, those remainiag on the rolis noed more services and mors assigiance to enter employment and
succced than those whe have besn placed thus far. States shonld be doing everything possible to be
certaln these more cisadvantaged pareits get the help they noed to achieve independence,

Another issue that has repeatedly come to our atention is that some lower-income families,
cspeclally those who have never been on welfare, need child care subsidies if they are to escape or
avaid welfare, Apparsntly some gtates, by facusing their child care resources on ffamilies leaving
welfare, are putting other Jow-income, working famnilies gt o disadvantage by not holping them pay for
child. care. This policy could place low-income familles wiihout child care agsistance at risk of felling
into welfare, When Cengress created the TANF bloek grant and revamped the Child Care and
Development Block Grant in the 1996 we!lfare reform leglslation, we allowed states to transfer up 10 30
percant of their TANF funds into thelr child care block grant Thus, etates have 1ot3 of flexibility in
employing their TANF dollare to gubsidize child care - including child cave for low-income familjes who

bave not been on welfare, States should rise to the challenge and use their TANF money to help as
many of thase familles as possible.
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Integration of eraployment and training programs is another productive use of TANF dollars.
For scveral years now, [Jongress has been working toward 8 vision of national employment policy that
ealls for the integration of TANF, the U.S. Employment Service, and the block grants under the
Warkforce Investment Act. This policy is embodied in the concept of one-stop carear centers In which
al] these programa are ¢o-located and wark together io share resources while serving & wide range of
young people and aduits who need jobs or job training or both. Given the greater flexibility of TANF
dollars than those of thz Workforce Investment Act, TANF could play a particularly centrs! and vital
role in creating and operating one-stop facilities.

Yet another ina'1c ia that the success of welfire reform with mothers previously dependent on
weifare hiag aerved to underline the relative lack of programs for poor fathers. Research shows that
children need the active support of two parents if they are to develop propetly. Because marny fathers
in poer comununities are unipvolved fu thelr children's life, and becanse many of these fathars have
difficulty meeting their Angnclal obligations 10 their family, stare end local government, working
coaperatively with the private gector, must lead the way in developing programs that help poor fathers

both play thsir vitl role in family life and achijeve the economic potential that is so central o their
parenting role.

Finally, some states are sctting aside TANF funds to handle future casejoad inereages that may
be caused by an econcmic downturn, Although the substantial decline in the TANF caseloads, which
has now rsached morv than 40 percent in the average state, means that states have what amounts to an
annua!l bulit-in savings account in the block grant, the idea of setting asids a specific amount for & rainy
day is wise policy. We are Irying 1o produce an estimate of how much of the annusl TANF surplus is
actually money thet has been ¢2t agjde in 8 rainy dgy account hecause this information will belp us
explain at lzast part of the qurplus amounts now building up in state accounts, Kowaver, unless states

take formal legislative action, we will niot be able to accurately estimate the money act aside {n rainy day
accounts. :

These suggestions are certajnly not exhaustive, But they provide soma concrete ways that
TANF money can be used productively to move welfare reform to a new level of accomplishment,

In closing, le: me agsure you that Congress is deeply gratgful for the superb job stateg have
done in directing welfare reformn. As shown by the enclossd study of 12 states, nothing even remotsly
like the present ferment and accomplishrment has occurred in the history of the federal-state welfars
partnership. To coninue this aghlevement, however, we muat protect the resources states now centrol.
The time is rapidly ¢pproaching when it will aot be possible to protect thess fiinds unless etates begin to
demonstrate that 211 the fimds can be productively employed. Spend the money.

Sincerely,

cy L.¥okmson

. Chairman
. NLY/thm
Enciosure



TANF Spending
March 10, 1999

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996
(PRWORA) provides states with broad flexibility to use TANF funds to provide
assistance to needy families; promote job preparation, work and marriage in
order to end dependence; reduce the incidence of out-of-wedlock births; and
encourage the formation of two-parent families. States are beginning to
transform their former AFDC programs and to use the new TANF funds to
support innovative and creative efforts to meet these important new goals.

With the repeal of the AFDC entitlement to the states, PRWORA also allows
states great flexibility in the timing of their TANF expenditures. Recognizing
that caseloads -- and state expenditures -- may rise in times of economic
downturn, states are allowed to defer some of their TANF block grants for a
“rainy day.” Similarly, they may carefully plan future investments for needy
families and children.

For FY 1997 and FY 1998 combined, 90 percent of TANF funds have been
obligated by the states. Nineteen states have obligated 100 percent of their FY
98 TANF funds. These include large states such as California, lllinois and
Texas, as well as Connecticut, Delaware, Oregon and Virginia. Obligated funds
represent the best measure of TANF spending, since they include funds for
which states have contracts or other binding plans, such as sub-grants to
counties to run the TANF program. States are using TANF funds for a wide
range of services to help an historic number of recipients move from welfare to
work and they are beginning to address other difficult issues of dependency.

Some states have not obligated all of their TANF funds, leaving $2.7 billion in
unobligated TANF funds for FY 1998. Fully allowed and anticipated by
PRWORA, there are a variety of reasons for this. Some states have specifically
set aside some of these funds for a “rainy day”. (Any funds set aside for a rainy
day remain in the federal treasury as unobligated funds.) Some states have
experienced large caseload declines but require further state legislative action to
reprogram funds from cash assistance to other investments to promote work
and end dependency. Other states are just beginning innovative new efforts and
plan to utilize these funds for these purposes.

Unobligated funds are not “surplus” funds and must remain available to address
the goals of PRWORA. These funds are essential to the overall success of
welfare reform. Many of the families remaining on welfare face substantial
barriers to employment, such as low levels of education and skills, substance
abuse and mental health problems, domestic violence issues, disability or the
need to care for a family member with a disability. States anticipate that much
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greater investments will be required to successfully help such families gain work
and self-sufficiency. The unobligated TANF funds - together with Welfare to
Work funds - are crucial to such efforts.

States also face enormous demands for work supports for low income families -
both families making the transition from welfare to work and families who have
never been on welfare. As more and more families with infants and young
children move into the workforce, the need -- and competition for -- help for all
types of quality child care, especially infant care and care at non-traditional
hours, continues to expand. Without assistance, a family earning $14,400 a
year typically must spend 25% of its income for the care of a child under five.
Yet in some states, child care assistance under TANF and the Child Care and
Development Block Grant is limited to families making the transition from
welfare to work. Low-income working families who have never been on welfare
and are struggling to stay off welfare are too often denied desperately needed
child care assistance.



Health Care Q&A’s
March 22, 1999

HHS released guidance today clarifying that states must furnish Medicaid
applications immediately upon request and process the applications without delay,
even if they use joint applications for TANF and Medicaid. Why is this guidance
necessary?

This guidance is designed to ensure that statutory requirements are followed to ensure
that former AFDC recipients and their children do not lose their Medicaid eligibility as
they are moving.from welfare to work. In passing welfare reform, the President insisted
on maintaining the Medicaid entitlement; indeed, he vetoed two welfare bills that did not
guarantee Medicaid coverage to all adults and children who were then eligible. The
guidance that HHS is releasing today is just the latest of our efforts to ensure that,
consistent with this longstanding policy, working families moving off cash assistance
programs still get Medicaid benefits.

Wasn’t the Administration investigating New York City for violating Federal rules
about immediate processing of Medicaid applications? Is this guidance targeted at
New York?

HHS has been working with New York City for several months to ensure that its
Medicaid program is serving all qualified applicants, as required by law. In late January,
a New York district court issued a temporary restraining order against the city for failing
to follow federal Medicaid enrollment requirements; this order requires the city to
develop a plan for coming into compliance with current statute. HHS did not release this
guidance, however, to respond specifically to the situation in New York. The
Administration has long done everything it can to ensure that people moving from
welfare to work retain their Medicaid benefits, and this guidance is another step in that
effort.

Do you have reason to believe that welfare reform is in practice causing individuals
to lose Medicaid benefits, even though the welfare law does not formally change the
Medicaid entitlement?

It is too early to tell whether welfare reform may have such indirect effects, but we are
doing everything possible to ensure it does not. Again, the welfare reform law itself in no
way changes the rules for Medicaid eligibility. And HHS is taking aggressive steps -- of
which this guidance is just the latest -- to ensure that states and communities do not
undermine the Medicaid entitlement in making implementation decisions on welfare. A
remaining question is whether people who move from welfare to work simply fail to avail
themselves of other, continuing benefits like Medicaid and food stamps. We are keeping
a close eye on this question, and working with the states on a wide variety of outreach
methods focused on this population.
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WWith PM-Extra Welfare Cash

The amount of money, in millions of dollars, that each state has
yvet to spend of federal welfare money it received for fiscal years
1997 and 1998, combined.

The second column is how much each state would lose, in
millions, under a Senate plan that calls for using $350 million in
unspent welfare money to pay for an emergency spending bill.

State

Ala. 37.4 4.3
Alaska 0 0
Ariz. 47.9 5.5
Ark. 0 0
Calif. 0 0
Colo. 81.2 9.3
Conn. 0 0
Del. 0 0
D.C. 35.1 4.0
Fla. 252.9 29.1
Ga. 51.7 5.9
Hawaii 6.9 0.8
Idaho 31.1 3.6
I1l. 0 0
Ind. 0 0
Towa 28.9 3.3
Kan. 21.6 2.5
Ky. 44 .9 5.2
La. 129.8 14.9
Maine 0 0
Md. 146.9 16.9
Mass. 0] 0
Mich. 89.3 10.3
Minn. 136.9 15.8
Miss. 0 0
Mo. 0 0
Mont. 0 0
Neb. 36.7 4.2
Nev. 6.8 0.8
N.H. 6 0.7
N.J. 223.1 25.6
N.M. 55.2 6.4
N.Y. 689.1 79.3
N.C. 93.1 10.7
N.D. 2.3 0.3
Ohio 0 0
Okla. 110.2 12.7
Ore. 0 0
Pa. 245 28.2
R.I. 15.7 1.8
S.C. 34.7 4.0
S.D. 8 0.9
Tenn. 77 8.9
Texas 0 0
Utah 13.6 1.6
vt. 11.1 1.3
va. 0 0

Wash. 141.5 16.3



W.Va. 80.7 9.3
Wis. 49 5.6
Wyo. 0 0

U.S. 3,041.3 350.0

Source: Department of Health and Human Services
APNP-03-17-99 0212EST
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Medicaid/TANF Q and As
Final--3/19/99

What is the purpose of this guidcbook?

A: As the cover letter says, our goal is to do everything possible to maximize both
the number of people with health insurance and the number of people moving
from welfare to work. The decoupling of Medicaid and TANF in the 1996
welfare reform law means that states need to pay careful attention to their
eligibility and crrollment processes. It also provides a special opportunity for
states to promote both Medicaid and CHIP as an independent support for low-
income working families.

The guidebook released today is just the latest of our efforts to work with states to
ensure that people moving off cash assistance programs, and working families
who may not realize they arc eligible for assistance, still get Medicaid benefits.
The guidebook makes clear that states with a joint TANF-Medicaid application
must furnish a Medicaid application upon request and may not impose a waiting
period. States must also process Medicaid applications without delay.

HIHS has repeatedly urged states in many different ways to pay attentjon to their
eligibility and enrollment processes to ensure that those eligible for Medicaid -
particularly children - are enrolled. In fact, all state Medicaid and TANF
administrators received a letter in June of last year explaining actions stites
should take to ensure that all those eligible for Medicaid receive it - including
making Medicaid and CHIP applications available at sites where TANF eligibility
is evaluared, and where "diversionary" assistance is provided.

We will continue to work with states to identify model outreach strategies,
programn operations, coverage cXpansions and Medicaid policies designed to
increase the number of people eligible for Medicaid who actually receive it.

Q: What are the current figures available for the number of Medicaid recipients
nationwide? Are they declinfng?

A: The latest Medicaid enrollmenl {1gures, for 1997, show that there are 40.3 million
Americans eprolled in Medicaid, down from 41.2 million enrolled in 1996. It is
too early to say with confidence what has caused this decline, however. There are
a number of factors, such as fewcr people in poverty, lower rates of
unemployment, and the rise in number of businesses offering health insurance to
their employees that contribute to any change in enrollment numbaers. It's also
important to note that while Medicaid enrollment has declined since 1996, the
number of people under the poverty level who are uninsured has not increased in
that period.
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[BACKGROUND: The overal] eprollment figures are 41.4 million in 1995, 41.2
million in 1996, and 40.3 million in 1997. The nurmber of children enrolled went
from 20.4 million in 1995 to 20.5 million in 1996 to 19.6 million in 1997. In
addition to adults and children recciving cash assistance, Medicaid also covers
disabled individuals who receive SSI, low-income elderly Americans, low income
parents who would have qualified for cash assistance under the rules in effect
prior to the enactment of welfare reform; their children; other children of working
parents who mneet certain income guidelines; and some working adults in states
that have received waivers to continue Medicaid eligibility to low-income
working families.]

[BACKGROUND: The numbers shown in HCFA’s Congressional Justification
are in person years (or, average enrollment). The latest Medicaid enrollment
figures in person years indicate that, on average in 1997, about 33 million
Americans were enrolled in Medicaid, down from 33.2 million the year before. In
FY 1997, there were 16.4 million children enrolled in Medicaid, down from about
16.9 million in 1996.]

Wasn't the Administration investigating New York city for violating federal
rules about immediate processing of Medlcmd applications? What is the
status of that investigation?

Beginning in July, HCFA began collecting information from city and
state officials about Medicaid application procedures to ensure that New
York City's Medicaid program was scrving all qualified applicants, as
required by law. In late January, 2 New York court issued a temporary
restraming order against the city [or failing 10 follow Medicaid
enrollment requirements under law and regulation. The court required the
city to submit a corrective action plan that includes procedure to address
issues raised with the city's Medicaid enrollment process. That plan has
now been submitted, and it is being reviewed by the court.

[BACKGROUND: The state of New York has asserted that they cannot provide
any information to HCFA due to the court proceedings. HCFA is continuing

to gather information from other sources. The plaintiff in the court case is the
Legal Aid Society of New York. |

What do yon think of New York City’s corrective action plan?

The court has not provided us with a copy of the plan and has not asked us for
comrment.

Boos
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Have there been similar violations in other states? Are you issuing the
guidebook because you think this is 4 national problem?

We are certainly aware, as we say in the guidebook, that the de-linking of
Medicaid and cash assistance creates both opportunities and challenges in the
states. As we receive specific complaints, we will of course investigate them.

However, that is not the reason wc released the guidebook. There is no evidence
that this is a widespread problem. Our gozl is to do everything possible to
maximize both the number of people with health insurance and the number of
people moving from welfare to work. State officials share those goals, and want
to do the best job they can in administering TANF, Medicaid and CHIP.

In fact, significant resources exist for states to conduct Medicaid and CHIP
oufreach, including a $500 million Medicaid fund, enacted in the 1996 welfare
law and aimed at outreach for children losing welfare; a provision in the CHIP
law, allowing states to spend up to 10 percent of their CHIP allotment on
administrative costs which can include outreach; and a provision in the welfare
bill that allows states to use federal TANF funds and their state maintenance of
effort funds for outreach and traiming activities for Medicaid and CHIP.

[BACKGROUND: Federal TANF funds can NOT be used for medical services or
as Medicaid matching funds, however.]

Why are the Medicaid rolls decreasing?

This is a complex question with no easy answer. A possible answer is that the
improving economy has made it possible for many low income people enrolled in
the Medicaid program to find jobs that offer health insurance benefits. Anather
answer is that individuals may not realize they are still eligible for the Medicaid
program cven if their income increases slightly.

Irrespective of these complicated questions, the Administration maintains its long-
standing belief that the best approach is for states to move families from welfare
to work, while preserving Medicaid eligibility and improving outreach strategies.
The guidebook released on Monday is just the latest of our efforts to work with
states to ensure that people moving off cash assistance programs, and working
families wha may not realize they arc cligible for assistance, still get Medicaid
benefits. The guidebook also makes ¢lgar that states” TANF-Medicaid
application must furnish a Medicaid application upon request and may not impose
a Waiting period. States must also process Medicaid applications without delay.

doo4
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Q: Isn't welfare reform responsible for the drop in Medicaid enrollment?

Al This Administration has demonstrated an unprecedented commitment to reducing
the numbers of the uninsured and would not take any action that would reduce
access to health insurance for low-income people. National welfare reform
legislation was enacted jn-August 1996 and phased in by the states during 1997,
so the numbers currently available say little about the effect of welfare reform on
Medicaid coverage.

Beginning in 1993, President Clinton led the effort to reform welfare by granting
waivers to 43 states allowing them to move families from welfare to work. In
each waiver, the Administration insisted that states ensure continued Medicaid
coverage for all eligible people at the same time they were promoting work, This
reflected our commitment to expanding health coverage and our belief that health
insurance is a crucial work support.

Consistent with this conviction, the President insisted that the welfare reform law
guarantee Medicaid coverage to all adults and children who would have been
eligible prior to the law's passage (cxcept for those adults who refuse to meet their
work obligations). Recently, the Department reviged its regulations to help
families work their way off welfare by permitting states to extend Medicajd to
low income two-parent families even if the principal wage eamer worked more
than 100 hours per montt.

The guidebook released Monday is just the latest of our efforts to work with states
to ensure that people moving off cash assistance programs, and working families
who may not realize they are eligible for assistance, still get Medicaid benefits.
The guidebook also makes clear that states that uge a joint TANF-Medicaid
application must furnish a Medicaid application upon request and may pot impose
a waitipg period before providing it. States must also process Medicaid '
applications without delay.

Again, the precise reason for declining Medicaid rolls is a complex question with
Do easy answer. A possible answer is that the improving economy has made it
possaible for many low income people enrolled in the Medicaid program to find
jobs that offer health insurance beaefits. Another answer is that individuals may
not realize they are still eligible for the Medicaid program even if their income
increases slightly,
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How is welfare reform going?

First, welfare reform has been successful in moving many families from welfare
to work. Recent national data shows that the percentage of former welfare
recipients who are working bas tripled since 1992. An estimated 1.5 million
people who were on welfare in 1997 were working in 1998, and all states met the
first overall work participation rates required under the welfare reform law.

Second, we have learned a fair amount about the effects of welfare reform on
employment and eamings, and the early news is very encouraging. Caseloads are
down drarnatically. The number of welfare recipients has dropped by more than
30 percent since August 1996, and the percentage of the U.S. population receiving
assistance is the lowest since 1969.

Third, there has been NO race to the bottom in state welfare spending-—staies are
spending more per recipient now than they did in 1994. In 1998, all states met the
minjmum spending requirements and 13 states exceeded them.

Fourth, a maejority of states are increasing their earnings disregards. That means
they're raising the amount of eamings that are not counted when determining a
recipient's benefits. This will not only help pull faynilies out of poverty, it will
send the message to low wage sarners that going to work is a better deal than
staying home.

This is clearly not the end of welfare reform, it is only the beginning. That's why
the President has spoken forcefully about the need for the business community to
hire people coming off welfare. The 10,000 companies that have joined the
Welfare to Work Partnership havc hired 410,000 welfare recipients. The federa)
govermnment has done its fair share too, hiring 10,000 welfare recipients. And
that's why this Administration has challenged all Americans to help make this
historic law work even better. '

[BACKGROUND: In 1998, 225,000 legal immigrant childrep, elderly and
disabled persons who were in the country as of enactment of the welfare reform
law had their Food Stamp eligibility restored. In raw numbers, citizen households
receiving welfare declined by 857,000 from 1994-1997, and immigrant
households declined by only 249,000 according to CPS estimates.]
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Q: What other steps are being taken to get Medicaid eligibles enrolled?

Many steps are being taken. The Administration is committed to improving
awarencss of both Medicaid and CHIP. For example, we recently announced the
Insure Kids Now campaign, a toll-free number and muedia campaign to help
families get access to both Medicaid and CHIP. Last year, we revised our
regulations to permit states to extend Medicaid to low income two-parent working
families even if the principal wage earner worked more than 100 hours per month.
We've issued a guidebook on Monday to help state welfare, Medicaid, and CHIP
directors find and use effective oplions to enroll more eligible people. And we
are also working with states to identify model outreach strategies, program
operations, coverage expansions and Medicaid policies. Louisiana, for example,
is replacing its 14 page Medicaid application with a 2 page application for both
Medicaid and its CHIP program.

The President's Fiscal Year 2000 budget outlines some additional initiatives that
would improve Medicaid awareness and potentially enroll thousands more
children in Medicaid as well as CHIP:

HIS i5 proposing to broaden statcs' ability to use a special $500 million Medicaid
fund, enacted in the 1996 welfare reform law and aimed at outreach for children
losing welfare, to fund outreach to other children eligible for CHIP. [This is
expected to increase Medicaid spending by $345 million over the next five years,
including both administrative expenses and benefits.]

The President's budget proposes allowing states to extend Medicaid to low-
income children up to age 21 who were in foster care but wha 'age out' of that
system at age 18. This would help assure health care for this vulnerable
population as they continue to prcpare for adulthood, just as older children living
in their own families can be covered under a parent's insurance policy. Each year,
about 16,000 youths age out of foster cars and 9,000 more leave the foster care
systern and run away. '

In addition, we are proposing to remove outreach costs, from the 10 percent cap
states have on administrative costs for the CHIP program. Instead, states could
spend up to 3 percent of their tota] allotinent on outreach. This initiative, which is
scored at $875 million, would give states more flexibility in designing outreach
campaigns ta reach families.
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In light of the Administration's commitment to maximizing health insurance
coverage for low-income working families, why does your budget not include
a proposal to remove the sunset on the transitional Medicaid benefit, which
will expire at the end of FY 2001 under current law?

The Administration has always supported health care coverage for families
moving from welfare to work. That is why the budget includes two proposals to
simplify and improve transitional Medicaid--it removes certain burdensome
reporting requirements, and it encourages States to serve more low-income
working families. Since transitional Medicaid is authorized throughout both the
coming fiscal year and the figcal year after that, the program does not need to be
reauthorized at this point and is therefore not included in budget projections

through FY2002-2004. We will continue our efforts to ensure that people

making the transition from welfare to work have the necessary health care
supports to keep them successfully on the job and off of welfare.

[BACKGROUND: The Administraljon has always supported health care
coverage for families moving from wclfare to work. The President's FY2000
budget bascline for Medicaid reflects the fact that the requirement for TMA
expires on September 30, 200] under current law. As a general matter, the budget
projections 2001-2004 regarding Medicaid do not reflect potential legislative
proposals. The FY2000 budget does include a proposal to remove burdensome
reporting requirements that have posed an obstacle to families’ participation in
transitional Medicaid. The budget also includes a provision that states that extend
Medicaid to individuals up to 185% of povcrty have the option not to do TMA. ]

Why aren't HCFA and ACF issuing guidance to states specifically about
diversion programs in general or lnmp sum payment programs in
particular?

HHS has repeatedly urged states in many different ways to pay attention to their
eligibility and enrollment processcs to ensure that those eligible for Medicaid -
particularly children - are enrolled. In fact, all state Medioaid and TANF
administrators received a letter in June of last year explaining actions states
should take to ensure that all those eligible for Medicaid receive it - including
making Medicaid and CHIP applications available at sites where TANF eligibility

- is evalnated, and particularly where "diversionary" assistance is provided. The

guidebook released Monday is just the latest of our efforts to work with states to
ensure that people moving off cash assistance programs, and working families
who may not realize they are cligible for assistance, still get Medicaid benefits.
The guidebook also makes clear that states TANF-Medicaid apphication must
furnish a Medicaid application upon request and may not impose a Wajting period.
States must also process Medicaid applications without delay. '
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You've bragged about welfare caseload declines since 1994, but recent
reports say the declines are disproportionately in the immigrant commuaity.
Isn't that a terrible consequence of your policies?

Not at all. Findings in the recent Urban Ipstitute study are based on data that was
collected prior to the implementation of welfare reform eligibility changes. The
President has always been clear that welfare reform is about moving people who
can work to work - not punishing children and the elderly who are here legally.
With the President's leadership, a significant number of legal immigrants who lost
their benefits under the welfare reform act have already had their eligibility
restored. As the report itself states, immigrants represented only 9 percent of
households receiving welfare in 1994 -- most of the decline was not in the
immigrant community. In his 2000 budget, the President has proposed to restore
Medicaid and the Children's Health Insurance Program (CHIP) to legal immigrant
children who have entered the country after the welfare law's enactment, and to
restore Medicaid to pregnant women who enter the country after enactment.

How can the Federal government ask States to do more work on Medicaid
enrollment when the Administration has a proposal in place that will reduce
the funds available for Medicaid?

With the repeal of the AFDC program and the enactment of TANF, states began
to amend their public assistance cost allocation plans to charge activities to
programs in the proportion to which the programs benefited from those activities,
thereby increasing administrative costs for both Medicaid and Food Starnps. At
the same time, these costs were already included in States' TANF block grants,
The President's Budget proposes o reduce Medicaid administrative costs only to
the extent that they would be increasing due to the changes in cost allocation
plans - just as the Agriculture Research, Extension, and Education Reform Act
reduced Foad Stamps administrative costs last year. Unlike that Act, however,
the Administration's proposal would allow States to use TANF funds to offset
these cuts to the Medicaid pragram.

The Administration is committed to helping States to provide coverage to as
many of the uninsured as possible. The President’s Fiscal Year 2000 budget
outlines some additional initiatives that would improve Medicaid awareness and
potentially enrcll thousands more children in Medicaid as well as CHIP. For
example, HIIS is proposing to broaden states’ ability to use a special $500 million
Medicaid fund, enacted in the 199G welfare reform law and aimed at the costs
incurred by states because of the decoupling of AFDC aand Medicaid, including
outreach costs. In addition, we are proposing to remove outreach costs from the
10 percent cap states have on administrative costs for the CHIP program. Instead,
states could spend up to 3 percent of their tatal allotment on outreach. This
initiative, which is scored at $875 million, would give states more flexibility in
designing outreach campaigps to reach families.
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Does the Administration oppose efforts in Congress to reduce or redirect '
unused TANF funds?

Yes. The Administration strongly opposes these proposals because they will
undermine the decisions already made by the states regarding how they plan to
use their TANF funds. We encourage states to continue to invest in all families to
enable them to succeed at work. This means both helping hard-to-serve recipients
overcome the barriers that prevenl them from working and helping working
families to sustain and improve their employment so that they can support
themselves and their children. Innovative investment of the unspent funds is
essential to the success of welfare reform.

[BACKGROUND: The proposal in the Senate Appropriations Committee’s
version of the Emergency Supplemental Bill to redirect TANF funds has now
been dropped. The most recent data reported by the states to the Departtnent
show that in FY 1998, states also continued to make large investrents in their
work first welfare programs, spending or committing to spend 84 percent of their
federal funds. Nineteen states spent 100 percent of their block grant. Although
states can reserve funds from year to year without limitation, when FY 15997 and
1998 funds are combined, states ]eft only 10 percent of the federal block grant
unspent. We expeoct future data to show a substantial increase in spending
comritments because 1) states will have had the opportunity to appropriate these
additional funds, which they did not initially plan for because they did not expect.
such large ¢aseload declines; 2) state policy decisions made in early 1998 will
now be implemented, resulting in additional expenditures. We also expect states
to leave some TANF funds unspent, leaving them in the federal treasury for a
‘“rainy day” when additional funds may be needed due to population increases or a
regional recession.]

What is HHS doing about the “public charge” issue and why?

Firgt, HHS sent out letters to the states last year remninding them that there are
~ only limited circumstances when personal information on benefit receipt can be
released and repayment sought. The Medicaid and the previous AFDC laws are
clear about this, and DHHS is committed to following the letter of the law,
Additionally, the INS has informed its field offices that they may not condition a
person’s visa on repayment of past benefits.

Second, HHS has been working closely with the INS, State Department and other
agencics to develop guidance that will clarify the meaning of public charge and
the effect of enrollment in benefit programs, such as Medicaid and CHIP on
immigrants. We are hopeful that guidance will be issued shortly.

We also note that the INS has confirmed through several letters that use of
Medicaid and CHIP by the children of immigrants, both U.S. citizens and lawful
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permanent residents, will not have any effect on the child’s public charge status or
that of their immigrant family members. Nonetheless, we recognize that it is still
critical to issue official guidance to settle the maiter. '

10
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**Please note that within the next couple of weeks George Washington University
will release a study on welfare diversion policies.

Q:

This study suggests that state welfare diversion policies like one-time cash.
assistance, mandatory job search, and encouraging alternative sources of
support may have negative consequences for poor families — and may
especially be discouraging people from enrolling in Medicaid. Is this true,
and how does the Administration feel about these efforts by the states?

Our goal is to continue to do everything possible to maximize both the number of
individuals with health insurance and the number of people moving from welfare .
to work. Under the welfare reform bill, states have the flexibility to provide
families with enough cash to solve an immediate problem and stay off welfare, or
to require an up-front jab search before cash assistance is provided. We believe
these strategies can be effective.

As for the effect of diversion strategies on Medicaid, the report itself notes that
the "de-linking"of Medicaid and cash assistance creates both opportunities and
challenges in ensuring access to Medicaid. We agree. When families learn that
they can receive Medicaid coverage withaut having to receive welfare, they may
be less likely to tum to welfare in the fixst place, or to return to the welfare system
if they have unmet health care needs, "De-linkage" also provides a special
opportunity for states to promote both Medicaid and CHIP as an independent
support for low-income working famlies.

The decoupling of Medicaid and TANF also means that states need to pay careful
attention to their eligibility and earo)iment processes. That's why we have
worked with states to ensure that people moving off cash assistance programs, as
well as low-income working families who may not realize they are eligible for
agsistance, gct Medicaid benefits. We agree with the authors of this report that
diversion problems can be a d if states adequately inform families of their
ability to apply for Medicaid separately from cash assistance: put procedures in
place to be sure Medicaid applications gre processed promptly; and exercise new
options under the law to make more working familjes eligible for Medicaid.

HHS has repeatedly urged states in many different ways to pay attention. to their .
eligibility and enrollment processes to ensure that those eligible for Medicaid -
particularly children - are enrolled. In fact, all state Medicaid and TANF
administrators received a letter in June of last year explaining actions states
should take to ensure that all those eligible for Medicaid recoive 1t - including
making Medicaid and CHIP applications available at sites where TANF eligibility
is evaluated, and where "diversiopary” assistance is provided.

The guidebook released on Monday is just the latest of our efforts to work with

states to ensure that people moving off cash assistance programs, and working
families Who may not realize they are eligible for assistance, still get Medicaid

1
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benefits. The guidebook also makes clear that states TANF-Medicaid application
must furnish a Medicaid application upon request and may not impose 3 waiting
period._States must also process Medjcaid gpplications withayt delay.

We will continue to work with states to identify model outreach strategies,
program operations, coverage expansions and Medicaid policies designed to
increase the number of people eligible for Medicaid who actually receive it

[BACKGROUND: Beginning in 1993, President Clinton led the effort to reform
welfare by granting waivers to 43 states allowing them to move families from
welfare to work. [n each waiver, the Administration insjsted that states ensure
continued Medicaid coverage for all eligible people at the same time they were
promoting work. This reflected our commitment to expanding health coverage
and our belief that health insurance is a crucial work support. Consistent with this
conviction, the President insisted that the welfare reform law guarantee Medicaid
coverage to all adults and children who would have been cligible prior to the law's
passage (except for those adults who refuse to mect their work obligations).]

12
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Talking Points—Medicaid/TANF
Final—3/19/99 4:10 PM

s As the cover letter says, our goal i3 to do everything possible to maximize both the
pumber of people with health insurance and the number of people moving from
welfare to work. The decoupling of Medicaid and TANF in the 1996 welfare reform
law means that states need to pay careful attention to their eligibility and enrollment
processes. It also provides a special opportunity for states to promote both Medicaid
and CHIP as an independent support for low-income working families.

e The guidebook released today is just the latest of our efforts to work with states to
ensure that people moving off cash assistance programs, and working families who
may not realize they are eligible for assistance, still get Madicaid benefits. The
guidebook makes clear that states with a joint TANF-Medicaid application must
furnish 2 Medicaid applicetion upon request and may not impose a wajting period.
States must also process Medicaid applications without delay.

e HIHS has repeatedly urged states in many different ways to pay attention to their
eligibility and enrollment processes ta ensure that those eligible for Medicaid -
particularly children - are enrolled. In fact, all state Medicaid and TANF
admunistrators received a letter in June of last year explaining actions states should
take to ensure that all those eligible for Medicaid receive it - including making
Medicaid and CHIP applications available at sites where TANF cligibility is
evaluated, and where "diversiopary" assistance is provided.

» We will continue to work with states to identify model outreach strategies, program
operations, coverage expansions and Medicaid policies designed to increase the
number of people eligible for Medicaid who actually receive it,
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The Honorable John Ci. Rowland

Govemor of Coanectisut

210 Capitol Avenus

Hartford, CT 06106

Dear John:

Most stares heve not been spending all the federal doll4rs that have bean allocated to them
under the Temporary Assistance for Needy Families (TANF) block grant. Ascording to aur budget
anelysts, states have about §6 billion in unspant funds left over Rom flscal years 1997 and 1998. My
colleagues and | on the Committee on Ways and Means are fighting to save this money from those who
would like 10 spend i on other priorities, but I want you and all the other govarnors to understand thar

unless states begin spending more of this money, we wifl eventually lose the battle to proteet it here in
Washington.

The most surprising thing about the growing TANF reserves is that there ase 80 many Euitful
ways states should be spending this meney. Based on the beatings we have conducted in our
Committes, as well us on numerous resenrch studies, piamy of which havs been conducted hy states
themselves, it is bacoming clear that meny states are now working with the clients who wil} have a more
difficult time achieving indepandence from welfare, Many of the adults reaiaining on the welfare rolis
seem to have lower levels of education, Iess work experience, or mare diffloult transportation problems
then those who have already lef} the rolls; Aurther, many have mental health problems or sddictions. In
ahon, those remaining on the rolls need more services and more asaistance to snter employment and
succeed than those whe have been placed thus far. States shonld be doing everything possible to be
certaln these more cisadvantaged parents get the help they need to achieve independence,

Another issue that bas repeatedly come to our atention is thet some lower-income fimilies,
especlally those who have never biean on welfare, need child care subsidies if they are to escape or
avoid welfare. Apparently some states, by facusing their child care rsapurces on families leaving
welfare, are putting other low-income, working farnilias at g disadvantags by not helping them pay for
child.care. This pelicy could place low-income familles without child care assistance at risk of falling
into welfare, When Cengress created the TANF bloek grant and revamped the Child Care and
Development Block Grant in the 1996 welfare reform legislation, we allowed states 1o transfer up 10 30
percant of their TANF funds into thelr ¢hild care block grent. ‘Thus, states have 1ots of flexibility in
smploying their TANF dollars to subsidize child care - including child caye for léw-income familic¥ who

bave not been on vrelfare, States shuld rise to the challengs and use their TANF money 16 help as
many of'thase familles a5 possible.
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Integration of eraployment and training programs is another productive use of TANF dollars,
For scveral years now, (Congress has been working toward a vision of national employment policy that
calls for the integration of TANF, the U.S, Employment Service, and the block grants under the
Warkforce Investment Aot. This policy is embodied in the concept of one-stop caresr centers in which
al} these programa are ¢o-locatad and wark tagether to ghare resources while gerving & wide range of
young people and adults who need jobs or job training or both. Given the greater flaxibility of TANF
dollars than those of th> Workforce Investment Act, TANF could play a particularly centra!l and vital
role in creating und operating one-stop facilities.

Yet another iga'ie i that the success of welfare reform with mothers previously dependent on
weifare hias aerved to underline the relative lack of programs for poor fathers. Rescurch shows that
childrem need the active support of two parents if they are to develop propatly, Because many fathers
1N poer corununities are uninvolved in thelr children's life, and becanse many of these fathars have
difficulty meeting their financlal obligations 1o their family, staie end Jooa] government, working
coaperatively with the private sector, must Jead the way in developing programs that help poor fathers
both play their vital role in farpily lifs and achieve the econamic potential that is so central ia their
parenting role.

Finally, some atates are sctting aside TANF funds to handle future casejoad inereages that may
hs caused by an econcnnic downturn, Although the suhstantinl decline in the TANF caseloads, which
has now reached morv thap 40 percent in the average state, meens that states have what amounts to an
annual bujlt-in savings account in the block grant, the idea of eetting asides a specific amount for & reiny
day is wise policy. W's arc Iying 10 produce an estjmate of how much of the annusl TANF surplus is
actually money that has been get agids in & rminy day 2coount bacause this information will balp us
explain at lcast part of the qurplus amsunts sow building up in state accounts, Howaver, unless states

tele formal legislative action, we will niot be able to accurately estimates the money act aside 1n rainy day
accounts. .

These suggeationd arc certainly not exhsustive, But they pﬁavide soms concrete ways that
TANF money can be used productively to move welfare refarm to a new level of accornplithment,

In closing, le: me agsure you that Congress is deeply grateful for the superb job atates have
done in directing we!fare reform, Aa ghown by the enclosed study of 12 states, nothing even remotely
like the present ferment and accomplishment has oocurred in the history of the foderal-state welfirs
partnership. To coninun this ashlevement, however, we must protect the reacurces states naw control.
The time is rapidly tpproaching when it will aot be possible to protect these filnds unless tates begin to
demonstrate that il the finds ¢an be productively employed, Spend the money.

Sincerely,

ey L.Sokmson
. Chairman
, NLY/rhm
Bnclosure



