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THE WHITE HOUSE

WASHINGTON

November 13. 1996

MEMORANDUM FOR DISTRIBUTION

FROM: Laura Tyson
Carol Rasco

SUBJECT: Welfare Reform Prepatory Meeting on December 2

The NEC and the DPC will hold a joint White House staff meeting on Monday, December
2 at 5:00 p.m. in the Roosevelt Room to discuss the status of and next steps for the
Administration’s plan for welfare reform. This meeting will serve as a prelude to the
December 5 NEC/DPC Principals meeting on welfare reform (see attached memo). The
Principals meeting will focus on the Administration’s work to date on welfare reform as
well as discuss the work that needs to be done as we move forward.

We feel it is critical to have an internal planning meeting prior to December 5th to ensure
that we have a coordinated agenda and plan for that meeting and the ongoing work in this
area.

Please call Thomas O’Donnell or Elizabeth Drye it you have questions or concerns.

Thank you.

Erskine Bowles
Frank Raines
General McCattery
Ron Klain

Bruce Reed

Gene Sperling

Ken Apfel

Jeremy Ben-Ami
Elaine Kamarck

/cc: Elizabeth Drye

Thomas O’Donnell



November 14, 1996

MEMORANDUM TO:
SECRETARY ROBERT E. RUBIN
ATTORNEY GENERAL JANET RENO
SECRETARY DANIEL R. GLICKMAN
SECRETARY MICHAEL KANTOR
SECRETARY ROBERT B. REICH
SECRETARY DONNA E. SHALALA
SECRETARY HENRY G. CISNEROS
SECRETARY RICHARD W. RILEY
ADMINISTRATOR CAROL M. BROWNER
DIRECTOR FRANKLIN RAINES
CHAIRMAN JOSEPH STIGLITZ
DIRECTOR BARRY R. McCAFFREY
ADMINISTRATOR PHILIP LADER

FROM: Carol H. Rasco
Assistant to the President for Domestic Policy

Laura D’Andrea Tyson
Assistant to the President for Economic Policy

SUBJECT: Interagency Welfare Reform Meeting

The successtul implementation of the welfare reform bill is one of the President’s highest
priorities for the second term. As you all know, its success will require the cooperation and
engagement of all of your agencies, not just those with direct programmatic responsibility
for administering benefit programs.

Over the past two months, there have been regular biweekly meetings at the White House
that have brought all of your agencies together. These meetings have allowed us to keep
up to date on the early implementation issues that have arisen and to get a better sense of
the scope of responsibilities of each agency under the bill.

In December, we would like to meet with Cabinet members to discuss possible interagency
initiatives in this important area. We would be interested in your agency’s bold and
proactive ideas and hope to use the time for productive brainstorming about interagency
cooperation.



The meeting is scheduled for Thursday, December Sth at 4:00 p.m. in the Roosevelt
Room at the White House and will run approximately one hour.

We would appreciate a response regarding your attendance by November 22th. Please have
your schedulers RSVP to Jill Pizzuto or Claudia Rayford-Williams at (202) 456-5565.

ce: Leon Panetta
Erskine Bowles
Ron Klain



THE WHITE HOUSE

WASHINGTON

November 15, 1996
MEMORANDUM FOR THE PRESIDENT

FROM: Franklin D. Raine
Carol H. Rasco G(é%/(éﬁ

SUBJECT: Welfare Reform Administrative Issues in Food Stamps, Supplemental
Security Income (SSI) and Medicaid with Significant Budgetary Impact

One of the most difficult resource decisions you will make in the 1998 budget is how to
correct the problems you identified in the enacted welfare reform bill within an aggregate
spending path that leads to a balanced budget in 2002. The overarching decision is whether to
spend more or less for welfare reform fixes than the $13 billion over 5 years now in our 1998
budget planning. This reserve roughly corresponds to the savings from the bill above and
beyond the Administration’s proposal.

Potential Legislative Fixes. In the near future, we will discuss with you a number of
legislative proposals that address the concerns you articulated when you signed the bill. While it
is possible to address, in part, all the issues you raised within the $13 billion, more expansive
proposals could easily cost much more. For example, bridging the differences on immigrants
and Food Stamps could cost as much as $22 billion over five years and $5 billion in 2002.

Additional Near-Term Administrative Issues. In addition to the broader question of
aggregate welfare spending, we are raising to your attention three potential -- and time-sensitive
-- administrative fixes for Food Stamps, SSI children, and Medicaid. All three decisions are on a
faster track because they have an immediate impact on benefits to individuals, are subject to
statutory deadlines, and/or are important to the state planning process. However, a decision to
implement all three at this time would require substantial budgetary resources (ranging from $1
to $10 billion over 1998-2002) and reduce funding available for later legislative changes. In -
addition to cost, there are political implications to softening the impact of the welfare bill
administratively in the near-term. These decisions -- in particular a decision on SSI children --
may raise advocates’ expectations for the welfare fixes the Administration will 'latef'propose
through legislation, and, at the same time, jeopardize the Administration’s ability to sell our
future legislative proposals to Congress -- such as fixes to the immigrants provisions and
welfare-to-work proposals. This memo seeks your decisions on the three near-term
administrative issues in the context of overall funding for welfare reform fixes in your 1998
balanced budget.




A. NEAR TERM ADMINISTRATIVE DECISIONS
1. Food Stamp Time Limits for Childless Adults

Current Law. The welfare reform bill limited Food Stamps for childless adults to 3
months in 3 years. Individuals are exempt from the time limit if they are: under 18 or over 50
years of age; responsible for the care of a child or incapacitated household member; medically
certified as physically or mentally unfit for employment; pregnant; or exempt from the Food
Stamp work requirements. This provision is estimated to save approximately $3 billion over
1998-2002. When States fully implement this provision in 1997, almost 800,000 individuals will
be ineligible to receive Food Stamps each month. These individuals may only stay on the
program if they are working over 20 hours per week or participating in an intensive workfare
program. We do not expect States to establish costly workfare slots for this group, given limited
State resources and pressures to create jobs for the welfare population. About half of these
individuals have no other income other than Food Stamps, putting their average monthly income
at $171 or 28% of the poverty level. Over 40% of this group is made up of women.

The law provides an exemption for cities, counties, or states with unemployment rates
above 10%, at State request, and allows States to request waivers for any group of individuals
residing in an area that “does not have a sufficient number of jobs to provide employment for the
individuals.” The Administration assumed a very strict interpretation-of~insufficient jobs” when
E}EEI_U_ passed, but welraw —ability to define the criteria for areas with insufficient jobs'more
. broadly as a part of implementation. Since there is substantial latitude in the law for how the
~Administration interprets exemptions and waivers, the Administration can substantially reduce

the numbers of individuals actually denied benefits. You indicated that you would work to fix
this provision when you signed the legislation. )

The Food Stamp issue is very time-sensitive because the time limit goes into effect on
November 22, 1996, at which time people subject to the time limit will receive notices stating
that they are subject to a 3-month clock. If we do not have a final decision very soon on areas to
be exempted from the time limit, several hundred thousand people will be threatened with a loss
of benefits unnecessarily. States are already preparing their internal guidance and formulating
waiver requests. Oregon, Louisiana, West Virginia, and Washington have already submitted
requests. '

Option #1 -- Provide waivers only for areas with serious impediments to ;
employment, such as a rural town with only one major employer. While employment may be
below 10%, no jobs may be available if the major employer is not hiring. This option would
provide relief to few areas. The baseline assumes de minimis use of the waiver authority, and
this option roughly corresponds to the baseline (i.e., it would not have any costs
over 1998-2002). Options #2 and #3 below propose waiver policies that would exempt more
people and therefore add costs over 1998-2002.



Option #2 -- Limit waivers to broader geographic-based criteria, such as areas
defined as “labor surplus areas” by the Department of Labor (DOL). These are areas with at least
two years experience of unemployment 20% higher than the national average. This
interpretation could exempt up to 30% of those subject to the time limit who are living in areas
with historically high unemployment, albeit under the threshold in the bill. Geographic-based
exemptions are arguably an appropriate exercise of the discretion Congress granted. This option
would cost $1 billion over 1998-2002 and $0.18 billion in 2002.

Option #3 -- Establish broad waiver criteria in addition to geography. The
Department of Agriculture (USDA) and some outside groups have proposed guidance that ranges
from exempting areas heavily dependent on declining industries, such as coal mining, to
providing waivers to groups of individuals who face fewer employment opportunities due to
insufficient job skills, for example, persons without a high school education. The proposed
guidance would exempt an individual without a high school diploma from the time limit if she
lives in an area where the unemployment rate for people without a high school diploma exceeds
10% -- effectively exempting an individual without a high school diploma from the time limit
even though she lives in an area with only 4:3% overall unemployment. Another way of
formulating the option would be to exempt anyone without a high school diploma who has
actively tried to find employment but who has been unsuccessful. The theory would be that if
they are unable to find a job appropriate to their skill level, then there must be insufficient jobs
available.

Exempting entire classes of individuals goes beyond what Congress contemplated in
providing exemptions to the provisions. While individuals without a complete high school
education do face a tougher labor market than others, it is not reasonable to assume that they
cannot find employment without regard to local economic circumstances. In addition, some
might perceive an exemption for this group to be an education disincentive. Highly preliminary
estimates show that exempting persons without a high school diploma could exclude 45% of
those subject to the time limit. In total, USDA’s proposed guidance could exempt between 65 to
75% of those subject to the time limit and therefore cost as much as $2 billion over 1998-2002
and $0.33 billion in 2002. It is unlikely that all States will take full advantage of such broad
exemption criteria; however, the Administration would have to defend the position that lack of a
high school diploma is a qualification for Food Stamps.

[Recommendation. We recommend Option #2, which would allow States to exempt
areas with historically high unemployment relative to the national average, even though itis
below the threshold in the bill. -

Advocates will argue that Option #2 is not broad enough because it fails to address the
particular difficultly individuals with limited skills face in finding employment. Many will lose
their food stamps even though they are looking for but cannot find work. Rather than
administratively exempting a specific group of individuals from this policy, we could consider



exploring a legislative solution -- similar to the Administration's proposal last year -- for those
who are looking for work but cannot find jobs.]

2. Extension of Waivers Granting Transitional Medicaid Benefits

At the time you signed the welfare reform bill, 20 States had waivers that included
authority to extend transitional Medicaid benefits beyond the normal 12 months (in some cases
up to 36 months). Six more requests are pending. Before welfare reform, the Administration’s
policy was to establish budget neutrality across the AFDC, Medicaid and Food Stamps programs
over the lifetime of the waiver. Typically, costs from additional Medicaid and Food Stamps
benefits were offset by expenditure reductions projected to result from decreases in the AFDC
caseload.

Since welfare reform replaced AFDC with a block grant, we can no longer project
Federal savings resulting from lower AFDC caseloads. OMB and HHS agree that past Medicaid
expenditures related to welfare waivers should be forgiven. OMB and USDA also agree that all
past and future Food Stamps waivers should continue to be budget neutral. At issue is whether
the future costs of extended transitional Medicaid benefits for current and pending Medicaid
waivers should continue to be held to a budget neutrality standard. This issue is a priority
because pressure is growing from 26 States on waivers given enactment of welfare reform.
Absent a timely decision, some States could opt to suspend their expanded transitional benefits.

Option #1 -- Require States to adhere to budget neutrality for current waivers. The
Administration could require States that want to continue their waivers to establish that the
extension of transitional Medicaid benefits is budget-neutral. Because there are no longer any
savings to the Federal government from the block-granted AFDC program, budget neutrality
would require that the Federal government pay 0% of the costs (i.e., provide no Federal match)
for the extended transitional benefits.

It is likely that States will continue to provide the transitional benefits waivers only if
they believe they can finance them through State savings from the new welfare reform block
grant. If transitional Medicaid really has the desired effect, however, States will reap substantial
benefits from lower welfare benefits costs.

States may argue that requiring them to re-establish budget neutrality is a “breach of the
contract” under which their waivers were granted. However, all Federal Medicaid waivers
provide for renegotiation if a change in Federal law occurs. Moreover, this policy is consistent
with the consensus policy to enforce budget neutrality in the Food Stamps program after the
enactment of welfare reform.

Option #2 -- Modify the budget neutrality policy for the 26 States with waivers or
pending applications. The Administration wants to promote welfare-to-work initiatives, of
which extended transitional Medicaid benefits policy has been a cornerstone in the past. This
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option would effectively grandfather all states that were trying to do this prior to welfare reform.
This would increase the likelihood that the 20 states with current waivers will continue the
extended transitional benefits and that another six would begin them. The Health Care Financing
Administration (HCFA) actuaries have not completed their estimate of the costs of this option;
however, early information suggests that this option could cost between $160 million and $200
million over 1998-2002.

Option #3 -- Propose legislation. Should the Administration be accused of treating
waiver and non-waiver states inequitably, we could propose legislation to create a new optional
Medicaid benefit to allow all states to provide extended transitional benefits. In combination -
with the forgiveness of budget neutrality for grandfathered states, such a legislative proposal
could cost between $1.0 billion and $1.4 billion between 1998 and 2002, and between $.2 and
$.3 billion in 2002.

[Recommendation. We recommend Option # 2, to grandfather the 26 states that have
waivers administratively. We also recommend that you consider all welfare reform legislative
fixes at the same time, and thus we do not at this time recommend legislation to create a new
optional Medicaid benefit for extended transitional benefits.]

3. SSI Childhood Disability Definition

Current Law. The welfare reform bill provided a new, tightened definition of childhood
disability for the Supplemental Security Income (SSI) program, consistent with the
Administration’s proposal. However, the statutory language is not precise, and the Social
Security Administration (SSA) has substantial discretion in drawing the eligibility line to
implement the new law. The Office of Management and Budget (OMB) and the Congressional
Budget Office (CBO) scoring was based on a similar understanding of the impact of the
provision at the time of enactment. The SSI childhood disability provision in the final welfare
reform bill was scored at $8.4 billion in savings over 6 years and $1.9 billion in 2002, and was
estimated to remove 190,000 children out of 1 million from the rolls by September 1997. Since
enactment, advocates and some Senate moderates have argued for an implementation policy that
is significantly less restrictive. We are asking for your decision on this issue soon so that SSA
may begin processing the approx1mately 7,000 new cases a week that they have held since
August.

Option #1 -- Implement the law consistent with the scoring assumptions and general
understanding at time of passage. This would significantly tighten eligibility compared to the
law before the enactment of welfare reform. Under this option, 190,000 of the 1 million children
now on the rolls would become ineligible for SSI. Most of the children who would lose
eligibility under this option have mental impairments, including the behavioral disorders that
were the impetus for the changes to the program, such as conduct disorder, learning disabilities,
or Attention Deficit Hyperactivity Disorder (ADHD). A greater number are mentally retarded.
Others have a chronic physical disease that is episodic, or is fully or partially controlled by
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medication, such as asthma, epilepsy, or hemophilia. Still others have a condition such as
cerebral palsy that, in that child's case, does not seriously impair more than one area of the child's
functioning. This option does not add costs to the baseline.

_Option #2 -- Modify the disability determination process to (a) limit the impact of
tightened eligibility requirements on children with multiple physical impairments, and (b) require
adjudicators to complete a standard form that will promote greater uniformity in decision making
and lead to more allowances than would otherwise occur. Both of these changes can be
accomplished administratively, were suggested by SSA, and make programmatic sense. Under
this option, 145,000 children would be removed from the rolls by next September -- 45,000
fewer children than under Option #1.

To ameliorate the hardship for these children’s families, under Option #2 we would also
seek legislation to retain Medicaid eligibility for all children now on the rolls who lose SSI.
OMB estimates that, under current Medicaid law, 77% of the children who lose SSI would retain
Medicaid because of other qualifying factors; new legislation would provide for those children
not covered under current Medicaid law. Option #2 would cost $2.4 billion over 1998-2002,
including less than $0.5 billion for the legislative proposal. The 2002 cost would be $0.5 billion.

Note that Option #2 is a more lenient policy than the one the Administration and
Congress proposed. If we choose this option, we will have to justify changing our policy post-
enactment.

Option #3 -- Further ease standard by greater recognition of chronic illness and re-
assessment of borderline cases. Option 3 would add to Option 2 two features that are intended
to preserve benefits for the children with the most serious disabilities not covered by Option 2:
additional recognition of children with chronic or episodic illnesses such as AIDS, and an added
assessment of children on the borderline. While SSA believes adjudicators will be able to learn
the new procedures, this option would be more administratively difficult, time-consuming, and
costly for SSA to implement than Option 2. Under this option, 100,000 children would be
ineligible for SSI -- 90,000 fewer than under Option #1. Option #3 would cost $4.2 billion over
1998-2002 and $0.9 billion in 2002.

Option #4 -- Provide for a significantly lower severity standard in determining
eligibility. This option is supported by advocates, Senator Daschle, and some Senate moderates
from both parties. The Senate moderates argue that their explicit legislative strategy during the
welfare reform negotiations was to insist on a definition that was ambiguous enough to satisfy
the Republican leadership but would still give SSA the latitude to use a more lenient definition.
Given that SSI cash benefits link these children to Medicaid coverage, and that the welfare
reform bill simultaneously makes many other changes to the welfare system that could affect
these families, advocates argue that it is appropriate to err on the side of SSA using its legal
discretion to keep more children on the rolls. Under this option, 45,000 children would become
ineligible for SSI -- 145,000 fewer than under Option #1.
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There would undoubtedly be significant negative reaction to this option from the
Republican majority, and it could be represented as negotiating in bad faith. Option #3 would
cost $6.4 billion over 1998-2002 and $1.5 billion in 2002.

Option #5 -- Defer the SSI decision and make it with other 1998 budget decisions in
December. Unlike the relatively inexpensive and uncontroversial recommendations on the Food
Stamps and Medicaid issues, action on the SSI proposals will have significant budgetary and
political impact. Choosing a spending option now will reduce the funds available for other
welfare fixes by 20-30%, may disappoint advocates, and/or may portray the Administration as
undermining the intent of the welfare bill -- thus threatening the success of future legislative
changes to the welfare bill in Congress. Therefore, a decision could be delayed until the end of
December when the Administration will be closer to defining an entire welfare reform fixes
agenda. Within the context of a broader welfare reform package, this decision may be less
vulnerable to criticism and give the Administration additional time to build Congressional
support. However, there are a number of very compelling reasons to make a timely decision --
the Administration is required by statute to provide guidance on November 22, 300,000 current
recipients will be notified about potential changes in eligibility this month, and 7,000 SSI
applications per week will continue to go unprocessed.

[Recommendation. OMB recommends Option #2, using administrative discretion to
moderately soften the original policy and retain SSI eligibility for 45,000 children who would
otherwise lose benefits, and at the same time seek Congressional support for retaining Medicaid
for all children now on the rolls.

DPC staff recommends Option # 3. This option would use administrative discretion to
further expand the number of children who could meet the standard, and provide special
protections for children on the borderline. SSA has had difficulty giving us a clear profile of
these children, and it is difficult to be confident that SSA's rules reliably discern the most severe
impairments. This option would provide extra assurance that children on the borderline will be
properly evaluated. The disability community, members of Congress like Senators Daschle and
Chafee, and leading editorial writers have made this a major issue, and might not even see this
standard as taking adequate advantage of our latitude to assist children with impairments. We
should also consider the challenges that many of these low-income families will face under
welfare reform.]

B. THE OVERALL 1998 BUDGET ISSUE

In the context of a five-year balanced budget, any resources allocated to welfare reform
make the task of reaching balance more difficult. Since the current plan for reaching balance by
2002 is already challenging our ability to find the necessary savings with acceptable policies, it is
important to recognize that a decision to spend more than $13 billion over five years will require
further offsetting savings. The fact that administrative actions drive up spending in no way
diminishes the need to find more offsets if we want to balance in 2002. At the same time,
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whether you decide to spend more or less than $13 billion to fix the welfare bill will influence
your options on the immediate administrative issues.

Option #1 -- Limit welfare resources to $13 billion. The recommendations in this
memo would spend about $3.6 - $5.4 billion over five years on the three near-term administrative
issues. With the $8-$10 billion remaining in the $13 billion reserve, you would have sufficient
resources to propose a repeal of most of the Food Stamp and Medicaid immigrant bans (but not
SSI), a legislative fix for the Food Stamp 18-to-50s provision, other changes to mitigate the deep
Food Stamp cuts, and expanded contingency funding.

On the other hand, if you choose the highest cost options on the administrative issues,
you would spend $10 billion before even discussing the larger legislative fixes. This would
leave about $3 billion to address the other problems with the bill. These resources would be
exhausted by an exemption for immigrant children from the Food Stamp ban and a limited
relaxing of the cap on the Food Stamp shelter deduction. You would not be able to make other
legislative fixes within this total.

Option #2. Do not limit resources for welfare reform fixes to $13 billion at this time.
If you choose to spend more than the $13 billion reserve, you will sharply limit your ability to
meet demands for spending in other areas. Our current outline of the 1998 budget spends $284
billion on non-defense discretionary programs in 1998, about half of which is for your priorities.
For every additional $2 billion you choose to spend on welfare fixes over five years, we would
either need to increase the non-priority cut by 1% in 1998 (and freeze that level in the out-years),
or selectively reduce priority programs. The non-priorities include important government
functions such as Veterans Affairs (VA) medical care, tax collection, aviation safety, and the
administration of Social Security benefits. Even if we protect your highest priorities -- say, in
education and the environment -- we are left with programs such as Ryan White AIDS treatment,
the National Institutes of Health, and Women, Infants and Children (WIC). If we look outside
discretionary spending for these offsets, we face similarly unpalatable choices in Medicare and
Medicaid, farm entitlements, civil service retirement, and veterans benefits.

C. DECISION ON OVERALL BUDGET STRATEGY

Option #1. The maximum available for welfare reform fixes is $13 billion,
including the decisions below. (Recommendation)

Option #2. Spend in accord with the administrative decisions b'el'ow.-'_ Revisit the
overall funding levels for welfare reform when we make final 1998 budget
decisions.



D. DECISIONS ON NEAR TERM ADMINISTRATIVE ISSUES
1. Food Stamp Waiver Guidance

Option #1. Provide waivers only for areas with serious impediments to employment.
No additional cost.

Option #2. Limits waivers to geographic-base_d criteria. Cost: up to $1 billion over
1998-2002; up to $0.2 billion in 2002. (Recommendation)

Option #3. In addition to exemptions for geographic-based criteria, exempt all persons
without a high school education from time limits. Cost: up to $2 billion over 1998-
2002; up to $0.3 billion in 2002. -

2. Transitional Medicaid Benefits

Option #1. Budget neutrality for current and pending transitional Medicaid benefit
waivers. No additional costs.

Option #2. Modify budget neutrality policy for the 26 states with ongoing or pending
waivers. Cost $0.2 billion over 1998-2002; $0.04 billion in 2002. (Recommendation)

Option #3. Propose legislation to create a new optional Medicaid benefit to allow all
States to provide extended transitional benefits. Cost: $1.0-$1.4 billion over 1998-
2002; $0.2- $0.3 billion in 2002.

3. SSI Childhood Disability Definition
Option #1. 1997 Administration policy. No additional cost.

Option #2. Relax eligibility requirements relative to the Administration’s proposals
(Option #1) and propose legislation to ensure that all children currently on SSI rolls
retain Medicaid coverage. Cost: $2.4 billion over 1998-2002; $0.5 billion in 2002.
(OMB Recommendation)

Option #3. Further ease standard by greater recognition of chronic illness and re-
assessment of borderline cases than under Option # 2. Cost: $4.2 billion over 1998-
2002 and $0.9 billion in 2002. (DPC Recommendation) }

Option #4. Significantly lower standard of severity than options 1 or 2. Cost: $6.4
billion over 1998-2002; $1.5 billion in 2002.

Option #5. Defer SSI decision until December. No immediate cost, but 7,000
applications per week continue to go unprocessed.



SUMMARY OF WELFARE REFORM BILL

AFDC, WORK, & CHILD CARE

Medicaid Guarantee

Assures that all categories of people now eligible for
Medicaid will be eligible for health care in the future and
there will be no loss of coverage, regardless of state welfare
changes. At President's insistence, Republicans restored the
Medicaid guarantee for welfare recipients and abandoned
efforts to block grant Medicaid.

Child Care

Increases child care spending by $4.5 billion above current
law —— $4 billion more than the bill the President vetoed.
Preserves federal child care health and safety standards,
which would have been repealed under the vetoed bill.

Work

| Provides $1 billion performance bonus to reward states for

placing welfare recipients in jobs. Requires 50% of adults
on welfare to be working by the year 2002.

State Funding

Requires states to continue their investment in welfare
reform by maintaining 80% of their current spending.

Time Limits

Imposes five year lifetime limit on welfare, but allows
states to exempt 20% of caseload from the limit.

VYouchers

Allows states to use federal Social Services Block Grant
funds to provide vouchers for children whose parents reach
the time limit.

Contingency Fund

Creates a $2 billion Contingency Fund for states
experiencing economic downturn and growing number of
children in need.

Family Cap

Allows states to decide for themselves whether to deny
assistance to children born to a family on welfare. Under
the vetoed bill, states would have had to vote to exempt
themselves from a mandatory family cap nationwide.

W gwtrs —
C‘zw@ oV .



FOOD STAMPS & CHILD NUTRITION

Food Stamp Program

Maintains national nutritional safety net. Does not allow
states to block grant Food Stamps and does not impose a
national cap on Food Stamp spending.
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Caps the excess shelter deduction, which was set to expire
next year, at near its current level until FY2001. The
President wants Congress to fix this provision because over
time it will hurt working families.
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Limits faojg stamp eligibility for childless 18- to 50-year—
olds to onths every 3 years, with a 3~month extension
for laid—off workers.

School Lunch Program

Maintains the current national school lunch program. Drops
the school lunch block grant that was in the vetoed bill.

LEGAL IMMIGRANTS ¢ e vial vo §25 &

Bans Over the Administration's objections, imposes 5—year ban
on SSI, AFDC and Food Stamps for most legal immigrants,
with some exceptions.

Medicaid Over the inistration's objettions, prohibits future
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immigrants} from receiving Medicaid for S years. Drops the
retroactive ban on current Medicaid recipients, which was
included in the House bill.

The President has said that immigrant children and the
disabled should be able to get medical care and the help
they need, and is determined to get Congress to fix these
provisions.
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OTHER PROGRAMS FOR CHILDREN

Child Welfare
Ml /ot b

Retains current law child protection entitlement programs
and services. Drops the child welfare block grant that had
been included in the vetoed bill.

Disabled Children

Provides full SSI benefits for children who will receive SSI

under stricter eligibility rules. Drops the two-tiered | .. ¢ [}

eligibility system in the vetoed bill that would have/cat
benefits by 25% for more than half of the disabled children
coming on the rolls.
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THE WHITE HOUSE
WASHINGTON

October 2, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: Carol H. Rasco QM«
Frank -Raines\_@z

SUBJECT: Update on Welfare Reform Implementation

We are continuing to work to coordinate the Administration's efforts to implement the new
welfare law. We will be providing periodic updates on key issues for you, as well as answers
to questions you raise.

PROCESS

Domestic Policy, OMB, Counsel's office, and Intergovernmental are working closely together
on all aspects of implementation. We have the following process in motion:

0 DPC chairs bi-weekly meetings of 11 federal agencies and all White House offices.

0 A subgroup of key agencies and offices meets more regularly on nuts~and-bolts
' implementation issues.

0 We are meeting weekly with the National Governors' Association, the National
Conference of State Legislatures, and the American Public Welfare Association.

0 We met with the League of Cities, the Conference of Mayors, and the counties and
promised them ongoing input and consultation.

TANF BLOCK GRANT IMPLEMENTATION

The entitlement to AFDC ended on October 1. States can elect to take advantage of the new
TANF block grant as of that date, but they must enter the new program by July 1997. The
first states to send in state plans were Michigan and Wisconsin, and their plans were
approved by HHS on September 30. As of October 1, about 11 states had filed state plans
with HHS.

Determining "Completeness” of Plans -~ HHS's role in state plans is merely to certify that
they are "complete™ —— a far different role than they have had in the past. We have worked
‘with HHS to pare down their list of what is required for a plan to be complete. As a result,
they produced draft guidance for the states at the NGA conference last month that was quite
brief —- and praised by the states as a result.
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Regulations —— The law provides only limited authority to regulate the TANF block grant.
You asked in our last memo whether we can require states to use TANF funds as wage
subsidies. This is one of the permissible uses of the funds and one way states can provide
work. HHS will be working with states to promote this as a model, but it will not be able to
require that states adopt any particular approach to meeting the work requirement.

Grandfathering Waivers —— Counsel's office advises that the welfare law allows states to
continue to operate waiver programs that have time limits and work requirements that vary
from the terms of the new law (unless the waivers were granted after the new law passed).
We will, however, be making it clear in our guidance to states that the Administration
believes that all state programs should comply with the law's provisions regarding time limits,
work participation rates, and exemptions and extensions. We will also indicate that if states
do not bring their programs into line with the law, there will almost certainly be
Congressional action (which we would support) to limit the grandfathering provision.

Wisconsin Waiver —— We have resolved Wisconsin's welfare and Medicaid waiver request.
On September 30, in its letter approving Wisconsin's new TANF state plan, HHS informed
the state that it no longer needs waivers to implement the welfare reform portions of its "W-
2" program. Wisconsin still plans to impose a 60-day residency requirement before families
can begin to collect benefits, which HHS believes is unconstitutional. The law in this area is

unsettled, and the provision will definitely be brought to the courts. HHS simply took note of
this issue as part of the plan approval.

On Medicaid, HHS informed the state on September 30 that it will not grant that portion of
the state's waiver request because it would have eliminated the Medicaid entitlement and run
counter to our commitment to the federal Medicaid guarantce HHS offered to work with the
state on an alternative Medicaid proposal.

Performance Bonus Fund and Contingency Fund —— The new law requires the Secretary of
HHS to work with NGA and APWA to set up the Performance Bonus Fund, and gives her a
year to develop the formula and process. We are setting up a process with these state groups
to work out such a proposal in cooperation. We will keep you apprised as these plans
develop. The Contingency Fund to protect states from economic downturns is being
established by Treasury in consultation with HHS.

New Mexico —— New Mexico is one of the few states that is disadvantaged by the conversion
to a block grant, because its caseload is increasing. The state announced it may have to cut
welfare benefits by 12% to live within the new law. However, Senator Domenici may secure
a legislative fix that would allow the state to tap into the Contingency Fund for this purpose.

IMMIGRANTS

The immigration issues raised by the law are clearly the thomiest and most difficult to
implement.
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Means-tested Benefits —— Non-citizens who arrive after the law's enactment are barred from
receiving "means—tested benefits" for five years. We have some latitude to define that term,
and Counsel's office, OMB, and DOIJ are working together to do so.

Food Stamps for [egal Immigrants —— As part of the CR, we were able to persuade Congress
to delay cutting off food stamp benefits for legal immigrants now on the rolls until at least
April 1, 1997. (Under welfare reform, that change was to have been effective at the
recipient's next recertification for benefits.) This change will particularly help California,
which did not benefit from our earlier effort to delay the impact through USDA waivers, and
sought our help as a result. Over 30 states opted for a delay through the waiver option.

However, legal immigrants who are applying for food stamps are not helped by the change in
the CR. States are beginning to deny food stamps to these new applicants, although the
interpretation of USDA's guidance on when they must comply varies from state to state.
USDA instructed states to start denying new applications on September 22; for the next 120
days, states that have implemented this change are not subject to sanctions if they make
€ITors.

Verification —— Administrators of many government programs such as food stamps have an
important new role to play in verifying the legal status of non~citizens, and whether they fall
into any of the categories exempted from the full impact of this law. One particularly
difficult exemption to administer is the "40 quarters" exemption, whereby legal immigrants
who have worked at least 40 quarters in this country (in combination with their spouse or
parents) can still get benefits. SSA is working on a new system to give other agencies access
to this information on an overnight basis, beginning in January 1997.

However, some eamings may never have been reported to SSA, particularly for farmworkers
and domestic workers whose employers did not pay the taxes on their behalf. We plan to get
instructions to food stamp offices next week on how to address this problem and avoid
denying benefits inappropriately.

Reporting of Illegal Aliens —— The law requires states, SSA, and HUD to report quarterly to
the INS on any illegal aliens they become aware of. The INS is determining how to
implement this provision.

Below are answers to three questions you raised in the last update memo:

0 Legal immigrants who get SSI will get notices early next year that SSA will
reexamine their eligibility, and benefits will be ended by August 1997. The INS will
send them information on naturalization later this fall to ensure that as many as
possible who meet the requirements for citizenship are able to naturalize before their
benefits end next August.
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0 We are working with INS and disability and immigration groups to ensure that the
regulation waiving certain testing requirements for immigrants with disabilities is
finalized as soon as possible. The comment period ends within the next two weeks,
and the rule will be finalized by December.

o You had noted the statistic that the INS naturalized 1.2 million immigrants this fiscal
year, and asked how big an increase it represented over the prior year. . Approximately
500,000 people were naturalized last year, so it is a very significant increase.

FOOD STAMPS WORK REQUIREMENT

As you may recall, the new law imposes work requirements on food stamp applicants who
are childless and 18-50 years old, but it allows states to apply for a waiver of this

requirement in areas of high unemployment. USDA will be issuing guidance shortly on how
states can designate such areas.

SSI FOR DISABLED CHILDREN

As you know, the law tightened the eligibility standard for SSI for children with disabilities.
The law was effective upon enactment for new applicants. As many as 190,000 children now
on the rolls will lose eligibility between March and August 1997 because their impairments
are not severe enough to qualify under the new law. Two major issues have emerged:

Cut-off Date for Familiecs Who Appeal —— SSA will determine whom to drop from the rolls
by August 1997, but families can appeal SSA's decision. If they do so in a timely manner,
they are guaranteed continued benefits while they appeal. Legally, SSA had determined that
we are able to keep children on the rolls up to a later point in the appeals process than we
had expected, and SSA will take advantage of this option. As a result, most children who
appeal will lose benefits in 1999, rather than late 1997 or 1998. SSA has not yet announced
‘this decision because they want to announce the decision on the second issue at the same
time.

- Definition of Childhood Disability —— The law includes a new definition of childhood
disability. During the lengthy debate on this issue, everyone assumed the new definition
would cut 190,000 children from the rolls, and we included savings of $7.6 billion from
1997-2002 in our budget reflecting that estimate. However, from a legal perspective it
appears SSA has more flexibility to define childhood disability than we expected. Advocates
have united around an interpretation that would drop from the rolls only 20% of the 190,000
children, with a loss of $5.9 billion of the savings, but Congress would undoubtedly view this
option as subverting their intent. SSA is seeking a proposal that strikes the right balance.




MEDICAID

In the coming week, HHS will lay out for us an initial position on key Medicaid issues,
including how states can reconfigure their systems to accommodate the separate eligibility
systems required for Medicaid and TANF; what happens to the Medicaid coverage of those
individuals who lose SSI coverage; and the impact on existing waivers.

Another major question is how many states will accept the option to continue Medicaid for
current legal immigrants. They must decide by January 1.

CHILD CARE

The new provisions of the law relating to child care went into effect October 1, 1996. This is
a very positive.story, as HHS worked quickly and effectively to help states understand the
new law, develop interim plans to access the new funding, and ensure that states will get their
increased money on time. We will be working with Communications to ensure that the
opportunity to highlight some good news on this front is not missed.

TECHNICAL CORRECTIONS

The Secretary of HHS is required to report to Congress within 90 days (November 22, 1996)
on technical amendments and corrections that are necessary. The other departments as well
as many of the groups with which we are working have concerns in this area as well. We
will be working closely with HHS as the date for this report draws closer.

cc: Leon Panetta
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MEMORANDUM FOR THE PRESIDENT

FROM: Carol Ra%ack L@/

SUBJECT: Status of Welfare Reform Implementation

This memo will update you on efforts to ensure that welfare reform is implemented smoothly
and effectively.

We have formed an inter-agency working group to coordinate implementation, which met for
the first time on August 9 and will meet on a weekly basis. We have established three
subgroups. One will monitor key implementation milestones, identify and resolve issues, and
ensure deadlines are met. A second group is developing proposals to expand job opportunities
for those leaving welfare. A third group will coordinate Presidential welfare events. Separate
work is going forward on developing proposals to correct the major flaws in vg‘elfare reform
which you have identified.

One key element of implementation is work with the states through the National Governors
Association (NGA), the National Conference of State Legislators (NCSL), and the
Public Welfare Association (APWA) to ensure smooth federal-state communication.

Intergovernmental Affairs is coordinating Cabinet agency contact with state and local officials

qa.all implementation issues. NGA, NCSL, and APWA will meet m

on September 9 and 10, including governors' senior policy staff, state legislative leaders, and Q%}
state social service commissioners. Intergovernmental Affairs is working with NGA to

negotiate the agenda of that meeting, including making Federal officials available for briefings.

This memo summarizes the work of the subgroup dealing with implementation. There are a
tramendousoumberaf difficult implementation challenges raised by the bill. All affected
agencies are at work developing their own timelines and work plans. We will be compiling
these agency plans so that there is one overall framework for monitoring implementation.
The following is a list of some of the main deadlines and challenges that we have so far
identified.

TEMPORARY ASSISTANCE FOR NEEDY FAMILIES (TANF) BLOCK GRANT
As you know, the bill creates the new block grant to replace AFDC and requires that states

transform their AFDC systems to TANF by July 1997. There are several major issues that we
will be tracking as HHS manages this transition:
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Early Implementation -- States have the option of implementing the block grant
immedidtely, and it is financially advantageous for them to do so. Some states
may be ready to go immediately on enactment. We will be working to clarify
with HHS the process and umetable for approvmg these plans. You should
know that

eir i itti . No states are expected to call
special sessions this fall on these issues.

Regulations -- HHS is preparing a preliminary list of areas in which it sees a

need to regulate under the statute. We will be working with HHS to ensure L Sa

that the new program is aBErognately but not owirl Yol€ ml;:ed Q @‘_ 4‘0 65
. ) Q’&‘" o

Guidance to States -- HHS is also considering issuing guidance to states on how

to construct their new block grant plans. We will be working closely with HHS m

on this guidance to ensure that it is useful and helpful to the states. M‘@T §

S’

Approved Waivers -- The bill lets states continue to operate existing waivers.

However, the bill's language is unclear about the scope of these provisions,

especxally the treatment of work requirements and time limits. It appears that

intend to exempt states fro the work participation C‘M\

i actjvities. Q“‘é‘:&m
In addition, waivers that apply to only a few counties in a state can not be&«;,’qa(%%\%

extended to the entire state. : ALQ]%& -
e
As for time limits, Michigan has waivers that do not include a time limit on ‘QQ&

benefits and has indicated it will continue on this course in the plan it submits, 2
rather than adopt time limits as required by the bill. New Hampshire may
follow suit. Whether the intent of the waiver provisions can be clarified by
administrative action has yet to be determined. Deciding upon the best course ¢
for clarifying the intent of the waiver provisions — seeking legislation or
through regulation (whlch would be our first preference) -- will be one of the 1\*&4 "‘o
implementation group's first major issues. )\:S%;b
Pending and Future Waivers -- HHS has approved eight waivers in the past two Q‘(
days, three of which arrived after you announced you would sign the bill (D.C., Q
Idaho, and Kansas). Wisconsin is not yet approved. HHS is prepared to act on @
future waiver requests until July 1, 1997 should states ask for them. ™~

Other issues -- There are a whole series of operational issues the group will be
addressing including the establishment and management of the Perf’gml_gqe

Fund and Contj Fung. %ﬁ\« /‘(M

~

U




CHILD SUPPORT ENFORCEMENT

The bill requires an increased Federal role and significant state activity in this area. States
must have enabling legislation in place by the end of their 1997 sessions. Federal data
_processing systems have be able to interact with state systems hy Qctober 1997. We must
develap a registry of new hires and a case registry, and enhance the Federal Parent Locator
kSg.lic_e. HHS has scheduled training conferences and set up joint working groups with the
states. One change of interest is that states will no longer be required to pass the first $50\0f
monthly support collectlons to the family receiving assistance as of October 1, 1996.

>
IMMIGRANTS . 7 Qtj&m _ (M“"N

Obviously, the cross-cutting impact of the immigrant provisions of the bill will be a central
concern on implementation. ' Among the key impacts:

o Food Stamps -- Upon enactment, legal aliens applying for food stamps will no
longer be eligible. Immigrants currently receiving benefits will lose them at the
time of their regularly scheduled recertification. These recertifications would

. begin immediately upon enactment, with all such immigrants to be removed
AN -from the program within one year of enactment. About 900,000 participants
Rerus saldn ( (including 300,000 children) will be ineligible in the first year; approximately
T Err\ 250,000 participants will lose benefits in the first three months after enactment.
TN W“
o Supplemental Security Income (SSI) -- Upon enactment, most immigrants who
apply for SSI will not be eligible. Current immigrant recipients will get
ecurity Administration (SSA) determines they are no
LQnggLel_lg_l_b;lg By March 1997, 0 the 1.1 million
current recipients who may be legal immigrants and request evidence of their
citizenship status. If the immigrant provides evidence that he or she is not
eligible or fails to respond, SSA will notify the individual that benefits will be
" stopped. The amount of time the recipient has to respond to the first notice

"*S“:(\“‘l @‘:\i& appears to be at SSA's discretion, although all redeterminations must.be

A Yo au completed within one year of enactment. SSA is exploring timing options, with
WRAO the intent of providing recipients as much time as possible within the law to
% naturalize. An estimated 300,000 to 400,000 recipients are expected to come
off the rolls.

We will be focusing on two overarching issues in implementing these and the other
immigration provisions:

0 Verification -- Developing a workable and fair system of verifying citizenship
status that meets the needs of the various systems affected is a daunting
challenge. The legislation outlines ambitious timelines, and an administration
workgroup is already at work putting proposals and options together.



0 Naturalization - In anticipation of the restrictions on benefits, many immigrants
have already applied for citizenship and many more will apply as the restrictions
take effect. INS has been working on initiatives to speed up the naturalization
process. The Citizenship U.S.A. initiative is designed to respond to the large
increase in applications and expects to naturalize 1.2 million immigrants this ™~ 4«.\0

fiscal year. INS is also working with SSA and OMB on a new regulation that 0‘8:, éz‘

M \ \'[.;will waive English and civics test requirements for immigrants with certain

T serious disabilities and perhaps establish a special waiver for many disabled
bt immigrants receiving SSI.

FOOD STAMPS —_NON-IM]VIIGRANT PROVISIONS

Eligibility for 18-50 Year-old Childless Adults — Most able-bodied adults without children will
now be limited to 3 months of food stamps in a 36-month period if they are not working or
participating in a work or workfare program. For current recipients, this limit is effective 3
months after enactment. One million current recipients will become ineligible within six
months. Households remain ineligible for the balance of the 36-month period unless they
obtain work or get a slot in a job training or workfare program.

Making the extensive changes to their computer systems to determine the eligibility of
individuals who are dropped from the rolls and to track new recipients against the time limits
will be a major implemgntation challenge to states.

Benefit Levels — Changes to the standard income deduction and the excess shelter deduction
(will reduce benefits for nearly all of the 25 million monthly participants. Food stamp

allotments will still increase under these changes, but much less than under prior law. The
impact increases over time -- by 2002, average benefits will be nearly 20% lower.

These provisions involve relatively simple computer changes. The Department of Agriculture
(USDA) expects most states will be able to implement them on October 1 and January 1,
respectively, without delay.

OTHER KEY PROVISIONS

SSI for Children -- The bill tightens SSI eligibility for children with disabilities. Upon
enactment, new applicants who do not meet the new standard will be ineligible. Current
recipients will get benefits until SSA makes a redetermination that they are no longer eligible.
Children whose cases must be reviewed will receive notices by January 1997. Those found no
longer eligible will be sent a notice that benefits will be stopped. In certain cases, benefits
may continue until the first level of appeal is completed. The bill calls for all redeterminations
to be completed within one year of enactment. An estimated 285,000 initial notices will be

v sent and an estimated 190,000 children are expected to come off the rolls. SSA is working on
g the plan for the timing of the release of the first notices and the subsequent processes.
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Medicaid -- The Medicaid program faces two major challenges in implementation: (1)
delinking eligibility for Medicaid from the welfare system, and (2) assessing the impact ON
pending and existing waivers. The Health Care Financing Administration is working closely
with other parts of HHS and with SSA to meet these challenges.

Child Care — The bill block grants several child care programs, effective at the beginning gf (Qb

the fiscal year. While these changes are mostly positive, the timeframe for implementation is <,
challenging.

i ’
memm -- One key overarchmg 1ssue will be to ensure that agencies aregp'(«b ﬂ;&

<'¥ $ indivi titutions mvolved
T

JOB OPPORTUNITIES Sé% i

The interagency working group on the welfare jobs issue is nearing completion of a package of
options. At this point it appears that the components will likely be: about $1 billion in
enhancements to the Work Opportunities Tax Credit passed in the minimum wage bill; a $100
million expansion of the Community Develpoment and Financial Institutions program to
enhance economic development in distressed areas; a $3.billion spending program to place one
million hard-to-employ welfare recipients in unsubsidiezed jobs, with the key feature of
withholding full paymen{, to States until successful job placement and retention. __

L%%"mm)o&&m*mm

NEED FOR LEGISLATION

Work has begun on developing proposals to correct the major flaws in the welfare reform bill.
Among those you have noted are: (1) the too-deep cuts in the Food Stamp Program, including the
cap on the amount that can be deducted for shelter costs when determining an individual’s
eligibility; (2) the denial of Federal assistance to legal immigrants and their children, and the
state option to do the same; and (3) the failure to provide Food Stamp support to unemployed

childless adults who are willing to work, but not offered a work slot.
—

Additional issues requiring corrective action include: (1) the failure to provide sufficient
contingency funding for States that experience a serious economic downturn; and (2) the lack of

a provision for in-kind vouchers for children whose parents reach the ﬁve-year Federal time limit
without finding work.

.(T.mex Q%
CONCLUSION

We will keep you up to date on developments as we go forward.

cc: Leon Panetta



EXECUTTIVE OFFICE OF T HE PRESIDENT
04-Sep-1996 05:26pm

TO: (See Below)

FROM: Carol H. Rasco

Domestic Policy Council

SUBJECT: Welfare Reform memo to POTUS

I was sure everyone would need an interpretive reading of the
remarks by POTUS and had tried to get this email off
earlier...here goes! I will put any comments I have as to follow
up in ( ) and we can then talk next week when I am back in
office, okay?

Page 1:

CRasco: 1looks good
but see notes-
BC

Also should stay in touch with counties and cities

(I had earlier today put on email to intergovernmental that we
need to talk about how to work with counties and mayors groups now
that we are working regularly with NGA/APWA/NCSL)

Page 2:

oRegulations

Q: Can we require states to offer, or allow local gov't to offer,
wage subsidies to private empllyers plus local govt's?

oApproved Waivers
Can we at least condition waivers on work participation rate to

I want to discuss time limits issue before a decision is made and
announced OR leaked.

oOther issues
Agree- I want to discuss before decision made.

Page 3

CHILD SUPPORT ENFORCEMENT

Regarding the FPLS he drew arrow and said:
Important

All agreed to this



On the $50 issue he wrote:
I didn't know this!

IMMIGRANTS

oFood Stamps

Can we slow walk this on reevaluation grounds-(this memo was read
before he got our follow up memo on issuing the directive to
Glickman...we don't need to do anything further here)

OoSS1I
Take the year and work with INS on these to get as many citizens
as possible.

Page 4

OoNaturalization

Left side: Should do this ASAP

Right side: How big an increase over last year? (Isn't it nice he
will be so pleased with the huge increase over last year?)

SSI for Children:

We must use REAL care on this-

(I can assure you this hit him very seriously and that is why we
must have careful, thorough memo to him that I have requested
previously...I must review the memo before it is sent and co-sign
some kind of cover sheet or he will return it to me asking what I
think.)

Medicaid:

This one did not copy well on my copy of memo and I don't have the
full writing; however it appears he is saying we should discuss
what this does with Wisconsin....what this says to me is that we
need to make SURE POTUS is briefed on the proposed letters to
Wisconsin before HHS sends them.

Child Care:

Good-

do ASAP as we must show POSITIVE aspects of law

(Diana: This says to me we should definitely ask Child Care folks
to a meeting of the coordinating group in two to four weeks as we
discussed earlier)

Monitoring and Evaluation:
Agree

JOB OPPORTUNITIES
Should give discretion [he abbreviated the word] to cities (this
was taken care of in the formatting of his jobs initiative)

NEED FOR LEGISLATION
1st paragraph: YES

Second paragraph:
+What about Joe Califano's concern in Sat. 8/25 New York Times?

-



(Can someone look up that article and see what it is about...I
missed it)

discuss, etc. it will mean more than likely we need to do a good
decision memo. AGain, I will be in on Monday, will be reading
email from the road on Thursday afternoon and sometime midday on
Friday.

Let's talk...thanks.
Distribution:

TO: Jacob J. Lew
TO: Kenneth S. Apfel

CC: Bruce N. Reed

CC: Jeremy D. Benami

CC: Diana M. Fortuna

CC: Elizabeth E. Drye
CC: Deborah F. Kramer



THE WHITE HOUSE
WASHINGTON

MEMORANDUM TO DISTRIBUTION*

From: Jeremy Ben—-Anfi
Subject: Welfare Reform Technical Amendments Bill |
Date: December 12, 1996

As most of you know, HHS and SSA will be sending a package of technical amendments to
the welfare reform bill to Congress on Monday. This fulfills a statutory requirement to
provide such a report within 90 days of the statute's enactment. The amendments included
are truly technical, straightening out inconsistencies and providing necessary clarifications.
OMB and DPC have coordinated an interagency review process that also encompassed
various White House offices.

This package bears no relation to the President's Welfare to Work Initiative and is not related
to the budget proposals that are being developed to fulfill the President's commitment to
amend certain elements of the welfare reform bill.

HHS plans to provide the package to intergovernmental groups and to the press on Monday.
Their exact plans, internal talking points, a simmary of the bill, and a list of agency contacts
are attached.

Please call me with questions.

Distribution*

Leon Panetta Alexis Herman
Erskine Bowles Kitty Higgins
Harold Ickes Todd Stem
Evelyn Lieberman Rahm Emanuel
Carol Rasco Mike McCurry
Laura Tyson Mary Ellen Glyn
Gene Sperling Don Baer

Bruce Reed Frank Raines
John Hilley Ken Apfel

Janet Murguia Emily Bromberg
Jack Quinn Elena Kagan

Marcia Hale



TALKING POINTS (INTERNAL)
Welfare Reform Technical Amendments Package

The Secretary of Health and Human Services and the Commisioner of the Social Security
Administration have submitted a report to Congress containing proposals for technical and
conforming amendments to the welfare reform bill enacted August 22, 1996.

o The report contains exclusively technical amendments. The proposals maintain the
spirit and the intent of the newly enacted legislation.

o This report is mandated by the new legislation, which required that such a report be
submitted within 90 days of enactment of the statute.

0o Most of these proposals have no cost. A few have minor costs or savings which
offset each other, but the package as a whole has no significant budget impact.

This report does not contain any major policy changes to the new welfare law.

o Policy proposals from the administration, such as a new welfare to work initiative, are
under review and are not included in this package.

The reform of welfare programs is proceeding smoothly, and these technical changes and
corrections will further the implementation process. We hope to work closely with
Republican and Democratic members of Congress to ensure speedy, bipartisan action on this
package.
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Report on Welfare Reform Technical Amendments
Roll-Out Activities

HHS and SSA plan to submit the report to Congress on welfare reform technical amendments
on Monday, December 16 at 2 PM. The package will include the cover letter from the
Secretary and the Commissioner, the Executive Summary and the proposals. Individually
addressed packages will be delivered to the attached distribution list of leadership, chairs and
ranking members of relevant committees of Congress. Prior to the delivery on Monday, HIIS
and SSA legislative staff will make calls to alert key staff of the upcoming submission.

On Monday afternoon, HHS intergovernmental affairs office will make the package available
to the key state, local and union groups, per the attached list.

‘The HHS press office will send the package to thc New York Times (Robert Pear) and the
Washington Post (Judy Havemann) and inform them that the package has been submitted to
Congress. HHS and SSA will handle press calls using the attached internal talking points and
referring inquiries to other agencies as appropriate.

Attachments: Congressional distribution list
Intergovernmental contact list
Agency contacts for press and hill calls
Internal Talking Points
Executive Summary
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Summary of Technical and Conforming Amendments to Personal
Respongibility and Work Opportunity Reconclllatlon Act of 1986
(P.L. 104-193)

Implementation of the Personal Responsibility and Work
Opportunity Reconciliation Act is proceeding smoothly at both the
federal and state levels. To date, 37 states have submitted
Temporary Assistance for Needy Families (TANF) state plans, and
many have already begun to reform their welfare programs. The
changes in other programs are also proceeding smoothly.

Section 113 of the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996 (PRWORA) directs the Secretary of
Health and Human Services and the Commissioner of Social
Security, in consultation with other federal agencies, to submit
to the appropriate committees of Congress legislative proposals
for technical and conforming amendments necessary to bring the
statutory language into conformity with the policies enacted in
this new legislation.

A thorough consultation process was conducted among affected
agencies to identify provisions in the new law that reguire
technical or conforming amendments to PRWORA. Each proposal
includes an explanation of the specific¢ problem that has been
identified and a statutory amendment to address the problem in a
manner that maintains the spirit and intent of the new law.
Early enactment of these technical and conforming amendments will
assist the Administration and the States to implement the new law
successfully.

Anmendments are proposed to the following Titles: Title I (Block
Grants for Temporary Assistance for Needy Families (TANF)), Title
II (Supplemental Security Income), Title III (Child Support),
Title IV (Restricting Welfare and Public Benefits for Aliens),
Title V (Child Protection), Title VI (Child Care), and Title VIII
(Food Stamps and -Commodity Distribution). With the exception of
two amendments, which have some costs, we estimate that all of
the amendments have negligible costs.

The following summarizes the type and nature of the technical
amendments contalned in thls report.

Resolve Inconslstent Termlnologz In several instances, the new
law inadvertently uses incorrect or inconsistent terminology. For
example, PRWORA establishes mandatory work requirements, but uses
the phrase "participating in work activities" in some places and
the phrase "making progress in work activities" in others. To
resolve this inconsistency, an amendment is proposed to use the
phrase "participating in work activities" throughout these
provisions. (p.6)
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Conform Dates: Amendments are proposed to conform or revise a
number of dates utilized in the statute. For example, the new law
requires states to "look back" to prior AFDC eligibility
standards to determine eligibility for Medicaid and for Foster
Care and Adoption Assistance. However, the statute utilizes two
different look back dates (June 1, 1995 and July 16, 193%6) --
creating administrative burdens on the states. An amendment is
proposed to use the July 16, 1996 look-back date for both
programs. (p.31) :

Make Data Elements Uniform: Upon further review of the data and
reporting requirements in PRWORA, several amendments are proposed
to ensurxe reference to uniform, accurate and available data
gources. The new law does not, for example, specify the data
used to calculate:r historic state expenditures for maintenance of
effort purposes. : In order to establish a fixed and consistent
maintenance of effort level, an amendment is proposed to specify
that the same data elements used to calculate the TANF state
family assistance grants be used to calculate historic state
expenditures. (p.13)

Another data problem arises with the state bonus for reductions
in rates of illegitimacy. While the statute explicitly requires
the calculation of one data source on a fiscal-year basis, this
data is currently available on a calendar-year basis only. Thus,
an amendment is proposed to allow calculation of the bonus using
the data available on a calendar-year basis in order to avoid the
burden and expense of new data collection requirements. (p.3)

Clarify Congressional Intent: Several amendments are proposed to
conform statutory language to congressional intent. For example,
the new law establishes several penalties on states for failure
to comply with various provisions. However, it also prohibits
imposition of the penalties in certain reasonable cause instances
and then makes specified exceptions to the reasonable cause
prohibition. Because the conference report specifies additional
exceptions to the reasonable cause prohibition (e.g. failure to
repay the loan fund, and failure to replace grant reductions
caused by penalties) beyond those included in the statute, an
amendment is proposed to include those specified exceptions in
statute. (p.18)

Another amendment is proposed to clarify congressional intent
with respect to access to federal programs for qualified alien
widow(er)s of persons who have served in the militaxry. While the
new law prohibits certain federal benefits for qualified aliens,
/it provides an exception for the spouse or unmarried dependent
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child of veterans or active duty military personnel. In order to
clarify that qualified alien widow(er)s do not lose eligibility
for these benefits when the veteran or active duty personnel
dies, an amendment is proposed to except widow(er)s of such
personnel from the general prohibition. (p.66)

Close Gaps Between Previous Law and New Statute: 1In a few
instances, the transition from the previous law to the new
statute inadvertently left gaps in the application or coverage of
various laws. For example, the Attorney General is required to
develop a new legally enforceable affidavit of support for aliens
entering the country after enactment of PRWORA. At the same
time, the authority for states to deem sponsor income for aliens
already in the country was repealed. Because this leaves states
with no authority to deem sponsor income for current aliens, an
amendment is proposed to reinstate the previous deeming
requirement, and make it applicable to all affidavits of support
executed before the effective date of the new requirement.

(p.72)

Conform Provisions and Correct Citationg: A number of amendments

are proposed to correct citations and references in the new law,
and to add further conforming amendments.
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List of Members to Whom Technical Amendments Will Be Sent

SENATE

Leadership

Maj. Leader '~ Asst.Leader
Lott Nickles
Agriculture

Chair Ranking
Lugar Leahy
.-Appropriations

Hatfield Byrd
Budget

Domenici Exon

. Finance

Roth Moynihan
Judiciary

Hatch Biden

Indian Affairs

McCain Inouye

Labor and Human Resources

‘Kassebaum Kennedy

D. Leader

Daschle

New Chair

Lugar

Stevens

Domenici

Roth

Hatch

Nighthorse-Campbell

Jeffords

D. Whip

Ford

New Ranking

Harkin

Byrd

Lautenberg

Moynihan

Leahy

Inouye

Kennedy
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HOUSE

Leadership

Speaker Maj. Leader
Gingrich - Armey
Agriculture

Roberts de la Garza
Appropriations

Livingston Obey

Budget

Kasich Sabo
Commerce

Bliley Dingell

Economic and Educational Opportunities

Goodling Clay
Judiciary
Hyde _ Conyers

Ways and Means

Archer Gibbons

D.Leader

Gephardt

Smith

Livingston

Kasich

Bliley

Goodling

Hyde

Archer

. D.Whip

Bonior

Stenholm

Obey

Spratt

Dingell

Clay

Conyers

Rangel
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Welfare Technicals Rollout -- IGA Distribution

APWA

NCSL

NGA

DGA

NACO

Conference of Mayors
League of Cities

SEIU
AFL-CIO
AFSCME
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Welfare Technicals Rollout =-- Agency Contacts

Pregss Call

HHES:
SSA:

S

Melissa Skolfield
Phil Gambino

Hill Calls

HHS:

SSA:
"DOJ:

VA:

Mary Bourdette/Patricia Savage
Judy Chesser/Bill Daly

Faith Burton/Greg Jones

Jack Thompson

(202)
(410)

(202)

(202)

(202)
(202)

690-6853
965-83904

690-6311
358-5030
514-1653
273-6316
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Subject: Report for October 22-November 11, 1996
UPDATES ON KEY INITIATIVES

WELFARE REFORM IMPLEMENTATION

State Plans for TANF Block Grant -- HHS plans to certify TANF state plans in Kentucky,
Nevada, and New Hampshire today, bringing the total number of state plans certified to 11.
Twenty-two states have applications pending with HHS. Connecticut’s plan is expected to
be certified soon. In their plans, most states are indicating that, for now, they will operate
their programs as they were under the old law or under their waivers. More changes are
expected in the spring when state legislatures convene.

Welfare Waivers with Transitional Medicaid -- Thc Administration should make a decision

soon about whether to allow states to continu an’ or two of
transitional Medicaid to people leaving the welfare rolls for work. Many welfare waivers

include this feature. Under the law, we are able to continue the waivers but there is a

problem because of our requirement that waivers be budget neutral. We always assumed
that transitional Medicaid benefits were "paid for" through savings in the AFDC program,
but the new block grant does not afford the opportunity for such savings. We are working
with HHS and OMB on options.

Guidance to States on "40 Quarters" Exemption -- USDA released guidance to states on
how to determine whether legal immigrants still qualify for food stamps because they have
worked for 40 quarters in this country.

Options on Medicaid/SSI Linkage -- Legal immigrants on SSI could lose Medicaid even in
states ti:at take advantage of their option to continue Medicaid coverage of legal
immigrants. This is because they are eligible for Medicaid by virtue of their SSI eligibility,
and they may not qualify for other entry points to Medicaid such as having dependent
children. HHS is investigating whether it is possible to construct a mechanism by which
fegal immigrants could automatically keep Medicaid, but has not yet determined whether
this 1s legally feasible.




Housing Issues -- One of the areas of most serious concern among service providers to low-

income communities is the impact of the welfare bill on affordable housing. On the one
hand, they are worried that those families losing income -- e.g.,-immigrants; food stamp
Iecipients -- will have greater difficulty paying rent and will lose their housing. On the
e : — toework
gfforts. Those leaving welfare for work in public housing or Section 8 housing will find
their rents increasing and a large percentage of their disposable income going toward

housing costs. HIIN.is looking at possible action to address hoth of these problems.

<

Welfare to Work -- OMB has convened a working group to develop the specifications of
the $3 billion Welfare to- Work plan announced at the Convention. They hope to have the
details finalized for decision meetings in early December. There will be some difficult
issues concerning_the extent of public vs. private sector jobs, targeting, and who should

-administer the program. DPC, NEC, and OMB will be preparing issue papers and decision
memos to move the program forward. -

Department of Education Qutreach -- The Department of Education has been working with
HHS and constituency groups in the education and disability communities to discuss
provisions of the new welfare law affecting them. Disability groups are concerned that
schools may have reduced access to Medicaid funds in the face of the children’s SSI cuts
“and the changeover from AFDC to TANF. Masay-schools rely on Medicaid to fund special

educat t restrictions in the law on the
amount of vocafional training which can-ceunt-teward the work participation requirements.

Letter to Advocacy Community and States on Timing of SSI Changes -- On October 24, a
letter went out to advocacy groups and to states to clarify that SSA will not drop legal
immigrants or children from the SSI program until the middle of next year at the earliest.
There has been some misinformation in communities that the cuts could be coming much
sooner.

IMMIGRATION

Illegal Immigration Enforcement and Welfare to Work -- On November 1, the INS

~ announced agreement with the Commonwealth of Virginia to replace illegal workers with

-

unemployed legal workers who are on welfare rolls in jobs that they want, need and are
qualified to perform. Under this first-ever agreement with a state, INS will immediately
notify officials of the Virginia Department of Social Services when the INS removes
unauthorized workers from an employer’s workplace in the state. This early notification
will give the Virginia Employment Commission an opportunity to refer qualified workers
who are unemployed and receiving state welfare benefits to these jobs.
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CHILD WELFARE

Child Welfare Chat Sessions -- On Oct. 31, we completed a series of seven small two-hour
discussion sessions in -my office over the past four months. We talked with a total of 35
child welfare experts from around the country. In addition, in October we visited the
National Council of Juvenile and Family Court Judges in Reno, Nevada during the fall

. training session, sitting in on classes and meeting with faculty and participants. We will

now begin working to propose action steps in this field.
CRIME AND DRUGS

Medical Marijuana -- DPC staff is working with the ONDCP, Department of Justice, and
Department of Education to begin to coordinate an Administration response to the medical
marijuana initiatives passed last week in Arizona and California. The ballot initiatives
passed in both states (Propositions 200 and 215, respectively) would legalize marijuana use
for a variety of medical conditions. Both_ballot initiatives are loosely worded and wonld
make enforcement of laws prohibiting unauthorized marijuana use difficult. It remains
unclear whether federal Jaws will preempt the new state laws.

e ———

President’s Remarks to the IACP -- Because you were unable to attend the annual
conference of the International Association of Chiefs of Police (IACP) in Phoenix on
October 29, 1996, we provided them with your taped remarks. The video was shown
before 2,000 police chiefs at their general assembly. IACP was very grateful and your

remarks were well received.

Drug_Testing-Driver’s Licenses -- DPC staff is providing guidance to ONDCP, DOT and
other relevant agencies on their response to your October 19, 1996 directive. -- "Reducing
Teenage Driving under the Influence of Illicit Drugs." The directive instructs agencies to
report back by January 17, 1997.

ENERGY AND ENVIRONMENT

Human Radiation Experiments -- This week, the Department of Energy plans to announce
it has reached final settlement with the families of 11 people injected with plutonium and
one person injected with uranium. These families of experimental subjects represent 12 of
the 18 that the President’s Advisory Committee on Human Radiation Experiments

\;iecommended for compensation. The settlements include an agreement for the Secretary of

nergy to meet with the families. . We may send a White House representative to that
meeting.



HIV/AIDS

African American Meeting -- October 22, a group of about 90 African-Americans met at
the Harvard AIDS Institute to discuss the growing AIDS epidemic among blacks and what
can be done to turn it around. Blacks are disproportionately affected by the epidemic.
From 1990 to 1994, the annual AIDS incidence grew 69 percent among African-Americans

- compared with 14 percent among whites. By the year 2000, more than half of all AJDS

cases in the U.S. are expected to be among blacks, Patsy Fleming, Alexis Herman and
representatives of many national black organizations attended as well as providers of care
and prevention services. The outcome of the meeting was a call to action for the African-
American community including clergy, the media, the government, community-based
organizations, educators and all others who can intervene in this deadly disease.

EXTERNAL ACTIVITIES
MEETINGS AND SPEECHES

Wednesday, October 23, I keynoted a Child Care and Economic Diversification Policy
Summit in Reno, Nevada sponsored by The Children’s Cabinet, a child advocacy resource
center which also provides services to children and families in the area. The conference
was designed in conjunction with the DPC to bring together about 25 business people in
that state with an equal number of child-serving agency personnel in Nevada to discuss
child care and business within the context of welfare reform. Glenda Bean of Arkansas
was also brought in to discuss the state’s experience designing quality early childhood
experiences through collaboration with all sectors, including the business community.

Sen. Bryan as well as Gov. Miller were present for parts of the day. It was an excellent
format for talking about what business can do, and what business must be aware of as they
accept their share of responsibility in welfare reform. The group left with a defined set of

next steps for improving early childhood experiences for low-income children and involving
businesses in welfare reform.

Thursday, October 24, [ visited the National Council of Juvenile and Family Court Judges
training program which is based at the University of Reno. [ met with the Dean and
faculty/project managers and held a roundtable with judges/probation officers and staff from
state social services from around the country in for training on various facets of legal
matters regarding children and families. I also attended four class sessions. The
information from this visit will be invaluable as we further review initiatives to undertake
in imp:-aving the child welfare and juvenile justice systems.

Friday, October 25, [ met with the Police Chief in Reno, Nevada to discuss his
department’s comprehensive community policing and youth development programs.

Among the youth programs is the GREAT program (Gang Resistance Education and
Training) which is overseen nationwide by the ATF Burecau. This is a middle school
program that in a comprehensive system follows upon DARE in the elementary schools. |
then vistted a seventh grade classroom where a Reno police officer was teaching a class: |



followed this with a full class discussion as well as a smaller roundtable with four students,
the officer and the teacher.

Thursday, November 7, I attended a Welfare-to-Work Programs and Substance-Abusing
Populations seminar sponsored by the Annie E. Casey Foundation, American Public
Welfare Association (APWA), the National Association of State Alcohol and Drug Abuse
‘Directors, the National Center on Addiction and Substance Abuse at Columbia University,
" the Legal Action Center, the Urban Institute and the Welfare Information Network. It is
important to address substance abuse issues as we implement welfare reform given that a
significant percentage of welfare recipients have substance abuse problems. Failure to
address the substance abuse problems of current welfare recipients who will also be faced
with time limits. on assistance could have negative effects on child welfare.

Last week, I also met with Liz Robbins and her clients from Lexis/Nexis who are starting
to work with states on electronic search programs for parents who owe child support
arrears. Jeremy Ben-Ami of DPC will continue the dialogue with Liz and the company.



11/27/96

WED 17:17 FAX 456 6704

DATE:
TO:
PHONE:
FAX:

FROM:

NO. OF PAGES:

THE WHITE HOUSE
OFFICE OF CABINET AFFAIRS

Room 160 OEOB
Washington, D.C. 20500
Telephone: (202) 456-2572
Faxsimile: (202) 456-6704

FAX COVER SHEET

S Cos

Ubvio ReauRac

(Including Cover Sheet)

PRIORITY:

MESSAGE:

N

Sovr (nfocmabion _ Plrase  distboke

CABINET AFFAIRS s+s DPC

&3 stpocoiate .

@oo1



_..11/27/96 WED 17:18 FAX 456 6704 CABINET AFFAIRS

++> DPC @oo02

- Talking Points on NYT Welfare Story
November 27, 1996

° Nothing New Here That The President Didn't Mention When He Signed The
Welfare Reform Legislation. When President Clinton signed the welfare reform
legislation, he made clear his commitment to implementing welfare-to-work, but that
there were measures regarding legal immigrants, nutrition and children that were
extraneous to the core welfare reform measures that he would try to fix. The three areas
that were mentioned in the Pear story -- benefits for legal immigrants, nutrition for
families with high housing costs, and nutrition for people who want to work and can't
find work -- were among the things mentioned by the President right from the start.

L $13 Billion is Just A Ball Park Estimate -- No Decisions At All: Because the difference
between the savings in the President's welfare ceform proposal and the one he signed was
$13 billion, people have internally used $13 billion as a "plug" or ball-park assumption of
what would be added-back in the President's balanced budget plan. The point is that none
of the decisions as to what will be added back. the composition of the fixes, or what the
amount would be have been made. There has not even been a deputies meeting on this
yet.

e Budget Decisionmaking Meetings Only Beginning: The process is that early next
week, there will be a joint NEC/DPC deputies process to review which of the extraneous
measures should be considered for fixing and what the costs would be. Later next week
there will be principals meeting including the Chief of Staff, which will lay out the
options for the President to make as part of his overall budget decisions during the week
ending December 20.
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SUBJECT: Update on Welfare Reform Implementation R

P ]
We are continuing to work to coordinate the Administration's efforts to implement the-new

welfare law. We will be prov1dmg periodic updates on key issues for you, as well as answers
to questions you raise.

PROCESS

Domestic Policy, OMB, ‘Counsel's office, and Intergovernmental are working closely together
on all aspects of implementation. We have the following process in motion:

o DPC chairs bi-weekly meetings of 11 federal agenciés and all White House offices.

o A subgroup of key agencies and offices meets more regularly on nuts—-and-bolts
implementation issues.

o We are meeting weekly with the National Governors' Association, the National
- Conference of State Legislatures, and the American Public Welfare Association.

o We met with the League of Cities, the Conference of Mayors, and the counties and
promised them ongoing input and consultation.

TANF BLOCK GRANT IMPLEMENTATION

The entitlement to AFDC ended on October 1. States can elect to take advantage of the new
TANF block grant as of that date, but they must enter the new program by July 1997. The
first states to send in state plans were Michigan and Wisconsin, and their plans were
approved by HHS on September 30. As of October 1, about 11 states had filed state plans
with HHS. W

Determining "Completeness” of Plans —— HHS's role in state plans is merely to certify that
they are "complete” —— a far different role than they have had in the past. We have worked
mewﬁe As a result,
they produced draft guidance for the states at the NGA conference last mofrth that was quite
brief —— and praised by the states as a result.
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Regulations —— The law provides only limited authority to regulate the TANF block grant.
You asked in our last memo whether we can require states to use TANF funds as wage
subsidies. This is one of the permissible uses of the funds and one way states can provide
work. HHS will be working witQ_gfates {0 promote this as a model byt it will not be able to

require that states adopt any partjcular.approach to meeting the work requirement.

N u Grandfathering Waivers ~— Counsel's office advises that the welfare lawallows states to

?JWJWMMWW
authosdanns.ofthe new law (unless the waivers were granted after the new law passed).
We will, however, be making it clear in our guidance to states that the Administration
believes that all state programs should comply with the law's provisions regarding time limits,
work participation rates, and exemptions and extensions. We will also indicate that if states

do not bring their programs into line with the law, there will almost certainly be
Congressional action (which we would support) to limit the grandfathering provision.

Wisconsin Waiver —— We have resolved Wisconsin's welfare and Medicaid waiver request.
On September 30, in its letter approving Wisconsin's new TANF state plan, HHS informed
the state that it no longer needs waivers to implement the welfare reform portions of its "W-
2" program. Wisconsin still plans to impose a 60-day residency requirement before families
can begin to collect benefits, which HHS believes is unconstitutional. The law in this area is
unsettled, and the provision will definitely be brought to the courts. HHS simply took note of
this issue as part of the plan approval.

"=, On Medicaid, HHS informed the state on September 30 that it will not grant that portion of
~ the state's waiver request because it would have eliminated the Medicaid entitlement and run
counter to our commitment to the federal Medicaid guarantee. HHS offered to work with the
state on an alternative Medicaid proposal. '

Performance Bonus Fund and Contingency Fund —— The new law requires the Secretary of
HHS to work with NGA and APWA to set up the Performance Bonus Fund, and gives her a
year to develop the formula and process. We are setting up a process with these state groups
to work out such a proposal in cooperation. We will keep you apprised as these plans
develop. The Contingency Fund to protect states from economic downturns is being
established by Treasury in consultation with HHS.

New Mexico —— New Mexico is one of the few states that is disadvantaged by the conversion

to a block grant, because its cas iS IDCIeasing embiteSiatt a0N0UNCed il-Rahavs t0 Cut
welfare benefits by 12% to live within the new law. However, Senator Domenici may secure
a legislative fix that would allow the state to tap into the Contingency Fund for this purpose.
IMMIGRANTS

The immigration issues raised by the law are clearly the thorniest and most difficult to
implement. ' '



Means—tested Benefits — Non-citizens who arrive after the law's enaclillent are barred from
receiving "means-tested benefits" for five years. We have some latitude to. define that term,
and Counsel's office, OMB, and DOJ are working together to do so.

Food Stamps for Legal Immigrants —~ As part of the CR, we were able to persuade Congress
to delay cutting off food stamp benefits for legal immigrants now on the rolls until at least
April 1, 1997. (Under welfare reform, that change was to have bcen effective at the
recipient's next recertification for benefits.) This ch ia,
which did not benefit from our earlier effort to delay the impact through USDA waivers, and

sought our help as a result. Over 30 states opted for a delay throuELx the waiver ogtlon

However, legal immigrants who are applying for food stamps are not helped by the change in
the CR. States are beginning to deny food stamps to these new applicants, although the
interpretation of USDA's guidance on when they must comply varies from state to state.
USDA instructed states to start denying new applications on September 22; for the next 120
days, states that have implemented this change are not subject to sanctions if they make
eITors. :

Verification —— Administrators of many government programs such as food stamps have an
important new role to play in verifying the legal status of non-citizens, and whether they fall
into any of the categories exempted from the full impact of this law. One particularly
difficult exemption to administer is the "40 quarters" exemption, whereby legal immigrants
who have worked at least 40 quarters in this country (in combination with their spouse or
parents) can still get benefits. SSA is working on a new system to give other agencies access
to-this information on an overnight basis, beginning in January 1997.

However, some eamings may never have been reported to SSA, particularly for farmworkers
m and domestic workers whose employers did not pay the taxes on their behalf. We plan to get
lmstructlons to food stamp offices next week on how to address this problem and avoid
L° denying benefits inappropriately.

Reporting of Illegal Aliens — The law requires states, SSA, and HUD to rcport.quartcrly to
the INS on any illegal aliens they become aware of. The INS is determining how to
implement this provision.

-

Below are answers to three questions you raised in the last update memo:

\, Legal immigrants who get SSI will get notices early next year that SSA will
reexamine their eligibility, and benefits will be ended by August 1997. The INS will
send them information on naturalization later this fall to ensure that as many as
possible who meet the requirements for citizenship are ablc to naturalize before their
benefits end next August.
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o We are working with INS and disability and immigration groups to ensure that the /

regulation waiving certain testing requirements for immigrants with disabilities is
finalized as soon as possible. The comment period ends within the next two weeks,
and the rule will be finalized by December.

\QJ You had noted the statistic that the INS naturalized 1.2 million immigrants this fiscal
year, and asked how big an increase it represented over the prior year. Approximately
500,000 people were naturalized last year, so it is a very significant increase. # %
_ "

FOOD STAMPS WORK REQUIREMENT

As you may recall, the new law-imposes work requirements on food stamp-applicants who
are childless and 18-50 years old, but it allows states to apply for a waiver of this

Jequircment in.arcasafhighsuacmplayment. USDA wi UL 1dance shortly on ho

states can designate such areas.
SSI FOR DISABLED CHILDREN

As you know, the law tightened the eligibility standard for SSI for children with disabilities.
The law was effective upon enactment for new applicants. As many as 190,000 children now
on the rolls will lose eligibility between March and August 1997 because their impairments
are not severe enough to qualify under the new law. Two major issues have emerged:

Cut—off Date for Families Who Appeal —— SSA will determine whom to drop from the rolls
by August 1997, but families can appeal SSA's decision. If they do so in a timely manner,
they are guaranteed continued benefits while they appeal. Legally, SSA had determined that
we are able to keep children on the rolls up to a later point in the appeals process than we
had expected, and SSA will take advantage of this option. As JgSullmost.children who

1 will lo i 8. SSA has not yet announced
thls ecision because they want to announce the decision on the second issue at the same

time.

Definition of Childhood Disability —— The law includes a new definition of childhood
disability. During the lengthy debate on this issue, everyone assumed the new definition
would cut 190,000 children from the rolls, and we included savings of $7.6 billion from
1997-2002 in our budget reflecting that estimate. However, from a legal perspective it
appears SSA has more flexibility to define childhood disability than we expected. Advocates
have united around an interpgetation that would drop from the rolls only 20% of the 190,000
children, with a loss of $5.9 billion of the savings, but Congress would undoubtedly view this
C option as subverting their intent. SSA is seeking a proposal that strikes the right balance.

lu%




MEDICAID

In the coming week, HHS will lay out for us an initial position on key Medicaid issues,
including how states can reconfigure their systems to accommodate the separate eligibility
systems required for Medicaid and TANF; what happens to the Medicaid coverage of those
individuals who lose SSI coverage; and the impact on existing waivers.

Another major question is hwm pt the oEtion to continue Medicaid for
current lcﬁal immigrants. They must decide by January 1.
CHILD CARE

The new provisions of the law relating to child care went into effect October 1, 1996. This is
a very positive story, as HHS worked quickly and effectively to help states understand the
new law, develop interim plans to access the new funding, and ensure that states will get their
increased money on time. We will be working with Communications to ensure that the
opportunity to highlight some good news on this front is not missed.

TECHNICAL CORRECTIONS

The Secretary of HHS is required to report to Congress within 90 days (November 22, 1996)
on technical amendments and corrections that are necessary. The other departments as well
as many of the groups with which we are working have concerns in this area as well. We
will be working closely with HHS as the date for this report draws closer.

cc:'+  Leon Panetta
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. Today.. 1 have’ 31gued inte lav H.R. 3734, the '?e:sonal ‘
Respongibility and Work rtunity Reconciliation Act of 1996.°
wWhile £ar from parfect, this leg;alation provides an Rigtoric
opportunity te ‘end welfare as we know it and trxansfeym our
broken welfare sgsten by promoting: the funﬂamental values of”
work, reaponsib ity, and famlly - . .

. This Act hanozs my bagic prxneiples of reaul welfare reform.
It requires work of welfare Tecipients, limitg the time. they can
stay on welfare, ahd provides ahild care and health care to help.

. then make the move fryom welfare to work. ‘It demands personal

responaibility, and puts in ‘place tough dhild support
enforcement measures. It promotes £am11y and protects chxld:en.

. Thia blpartiean législation is sigpnificanecly better cthan
the bills that I vetoad. The Congress has removed many of the
voret provisions of the vetoed bills and hag included many of
the improvements that. I sought.: I am especially pleasad that
the Congrass has preserved the guarantee of health carxe for the
peoxr, the elderly, and the ;aahled . .

Most important, this A:t is tough on work - Not only does
it ineclude f£irm but faiy work requiremapts, it pzovldes
¢4 billion more in child eare than the vatoed bills -- 'gso that
parents can end thelr dependency on welfaye and go to work --
and wainraing health and safety .gtandards for day caze’
providers. The bill also gives States positive incentives to
move people into }Obs and holds them accountable for maintaining
spending on walfare fefoxrm. .'In addition, it gives States the
ability to create subsidized.jobs and te p:evide employaxs with

.incentives to hire pecple off welfare: . -

The Act alno does much more to protect children than the .
vetoed bills. It cuts spending on childhood disability programs
less deeply and does not .uawvisely change the child protection
programe. It maintains the national nutritional safety met,
by eliminating the Food Etamp annual spendipg cap and the Food
Stamp and School Lunch block grants that the vetoed bills
contained. In addition, it {:eaerves the Federal guarantee.
of health care for indjividuals who are currently eligible for
Medicaid through the AFDC yrogzam or .are in t:anaxclon from -
welfare to work.

Purthermore, :his Act includes the tough peraonal
responoibility and child suppoxt enforcement measures that I _
proposed 2 years ago. It requires minor mothers to live at home
and stay in school as'a condition of assistance.. It cracks down '
on_parents who fail to pay child ‘support by garnishing their '
wages, suepondxng their driver’s licénses, :tacking them across
State lines. and, if necessary, ‘makisg them ‘work off what they
owse L. .

’ mie
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For these -yeasans, I am praud to have. gigned .this
legislation. Thae cu:rent welfare oystem is fundameatally
broken, and this may be our last best chance to set it straight.
-Y am doing €o,” however, with streng objectioms to certain - -
'provxsians vhzch I am determined to Cor:ect.. T

?xzs:, while' tha' ‘At pregderves the nazicnal nutritthnal
safety net, its cuty to the Pood Stamp program axe.too deap.
among cther things, the Act reinstates a 'maximum on the amount"
‘that ean'be deducted for shelter ¢oets when detezmlning a :
housebold s eligibility for Pood Stamps. -This pzrovision will
dispropor-tionately affect 1ow-incema !ahilxea vith ehilazen and

. high hausing costg. ' ) .

Second T am deeply dieappointed :hat thia . 1chsla:ion
woyld deny Fede:al assiptance to legal immigrants and the;:
‘echildren, and give States the. cpaicn of doing the ‘game.: My
Administration supports holding gponsors who bring 1mnigrants
‘inco thig country more responsible for their well-being.. Legal
imuigranes and thair childyrea, however, should not be penalized
if they bgcome dlaabled and require medical assistance through .
ne fault of their own. ' Neither should they be deprived of feed
stamp assistance without pzoper procedures or due rega:d foz
individual. circumstances. Therefore, I will direct che'’
Immigration and Naturalipation Service to acgelerate its ° -
unprecedenced pregress in removing all bureaucratie -obstaclies
that stand ih the way. of citizenship for legal immigrants who
ara eligible. In addition, I will take any possible ‘executive - i
actions te avoid inaccurate or inmguirable dacisions to cut off
focd sramp benefits -- for example, to a legal immigrant who has’
performmad military service for this country or teo one vho bas _,‘
applied for apd satisfied all cthe requivements of citizenship, -
bue is awaiting governmencal appzoval of ‘his or her npplzcaaion. :

In addition to. placing an undué hardship on affeccud
individuals,. danial of Federal astistance to legal ‘immigrants
will ghift costas teo States, localities, hoapxtaln and medical
clinicp that serve large immigZant populations Furthermor& '
States electing to deny thesa individuxls assiscance could be
faced with -serious eogst1tutxqpal challcngea and pro:rac;e¢
lagal battles. k ’ ’

I have concerns ahout ochez previsiona of this legialaticn
as well. It faile.to provide sufficient contingenay funding for
s:atea that experience a serious. ecanomic ‘downturh, and it fails -

grovxde Food Stamp support to childless sdults who want to
but -cannot find a job’or .are not given the opportlnity ,
to participate in a woxk prograwm. . "In additien, we wmust work to-
enoure that Statees provide in-kind vouchsrs to.children whose
parents reach the S- ytaz Pederal :ine llﬂll wi:hou: £xad;ng
work_ . . .o

This Act g;ves Scates the zaapons;h;lxt :hat :hay
have sought to reform the velfare system. This is a profound
responsibility, and- States must, face it squayely. We will hold
them aceountable, insiscing that they fulfill their duty to move
people from welfare te work and te do right by.our most
vulnezrable citizens, including children and-battaered women.
I challenge each State to take advantage of its new flexibllity
te use money formerly avallable fer w*lfare checka  to eneourage K
the private sector to provide jobs . o ' T

The best antipovezty program is sclll )ob combined ,
with the nevly incressed minimum wage ‘and the Eaxned Income. Tax .
Cradiec -- which this legislatdon’ na;ntaxns -- H R. 373( w111 . .
make work pay £or more. Rmaricang. -7 oo o L
" mogé';*.
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. I am determined to work’ with the ress in a bipartisan

e!iozt to dorrect the provisions.of this legialation that go
teo far and have nothing to do with welfare reform. But, on -
balance, thia bill is a real step forward for our country, for:
our values, and for pacple en welfare. It should represent not
simply the ending of a system that too often hurts se it is
supposed to help, but the beginning of a new era in which
welfare will become wbat it ‘was meant to be: a secend chaace,
not a way of life. ' It is now up to all of us -- States and -
cities, the Federal Governmemt, businesses and ordinary
eitigzens -~ to work. together to. make the pronise of this new
day zeal. .

WILLIAM J. CLINTON . - .

THE WHITE HOUSE, o SRR - L.
August 22, -1996. _ ‘ T e oL .
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THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release August 23, 1996
STATEMENT BY THE PRESS SECRETARY

As the President has said, the welfare reform bill he signed into law yesterday offers a
historic opportunity to end welfare as we know it and replace it with a system that offers
hope, demands responsibility, and rewards work.

However, as the President has also-said, the welfare reform bill contains provisions
that will cause unfair and unwarranted harm to many families. That is especially true of legal
immigrant families, who have followed the rules, worked, and paid taxes, and who -have
suffered a calamity that has forced them to seek assistance.

The President has vowed to repair these provisions of the bill. In the meantime,
however, he is determined to ensure that they are implemented carefully, and that no
individuals not actually covered by these provisions are improperly denied the benefits they
and their children need.

For that reason, the President has today issued two directives to ensure that legal
immigrants and their children who remain eligible for benefits under the new law do not have
those benefits cut off mistakenly, and that legal immigrants who are eligible to become
citizens can do so as quickly as possible.

The first measure directs the Secretary of Agriculture to ensure that States have the
maximum time allowed under the law to make sure that legal immigrants who remain eligible
for food stamp benefits continue to receive them. The Secretary is to grant a waiver allowing
any state, subject to certain legal restrictions, to extend the certification periods for eligibility
for food stamps that apply to legal immigrants receiving assistance. The extension will give
States time to develop the procedures needed to make accurate determinations of the many
facts -- such as immigration classification, veteran status, or work history -- that the new law
makes relevant to eligibility. In this way, the directive will decrease inaccurate or inequitable
decisions to cut off food stamp benefits.

Under the terms of the new law, benefits to legal immigrants and their children are cut
off only at the time of recertification of their eligibility for food stamps. When a State
extends the certification period, it will, in effect, push back the date on which a legal
immigrant will be deprived of food stamp benefits.

-more-




The waiver has specific time limits. Under current law, the Secretary may not allow
states to extend certification periods beyond one year for most aliens or two years for certain
elderly or disabled aliens. For states that already use that maximum certification period, the
waiver will not have a significant impact. For those that have shorter periods, however, the
waiver will permit extensions to a full year or 24 months. The Department, however, may
not allow states to extend any recertification beyond August 22, 1997.

The second measure directs the Attorney General, the Secretary of Health and Human
Services, and other agency heads to make continued efforts to reduce bureaucratic delays in
the citizenship process for legal immigrants applying to become citizens. The INS already
has made great progress in this area, devoting more resources to processing naturalization
applications and reducing long waiting lists. This directive instructs the Attorney General to
continue to increase staff used to review citizenship applications and to develop other
effective means, including joint efforts with community groups, of assisting applicants for
citizenship. .

In addition, the directive instructs the heads of all relevant agencies to develop
public/private partnerships devoted to providing English-language training to applicants for
citizenship; make outreach efforts to those wishing to become citizens; ‘and provide special
assistance to refugees and those seeking asylum.

Also today, the Attorney General, under authority granted by the welfare reform law;
will issue a memorandum containing a provisional list of non-cash services not conditioned on
income or resources that may not be denied to immigrants, because they are "necessary for
the protection of life and safety." These services include soup kitchens, medical services,
child protection, and services for victims of domestic violence. The Attorney General may
amend the list at a later date. Additional information is available at the Justice Department
from Myron Marlin, (202) 616-2765.

-30-30-30-



THE WHITE HOUSE

Office of the Press Secretary

For Immediate Release : August 23, 1996

August 22, 1996

MEMORANDUM FOR THE SECRETARY OF AGRICULTURE

SUBJECT: Eligibility of Aliens for Food Stamps

Under the provisions of the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996, which today I signed
into law, aliens receiving food stamps as of the date of enact-
ment will continue to receive benefits until recertification of
their eligibility, which shall take place not more than 1 year
after enactment of the law. The results of the certification,
including decisions as to an individual's immigration classifi-
cation, veter status, or work history, will determine whether
the individual remains eligible for benefits under the Food
Stamp program. Implementation of these new procedures will
pose a substantial challenge for all involved Federal and State
agencies.

To ensure that eligibility determinations are made fairly,
accurately, and effectively, I direct you to take the steps
necessary under your authority to permit the State agencies

to extend the certification periods of currently participating
aliens, provided that no certification period is extended to
longer than 12 months, or up to 24 months if all adult household
members are elderly or disabled, and provided that in no event
shall certifications be extended beyond August 22, 1997.

I further direct you to notify the States of the actions you

have taken.

WILLIAM J. CLINTON

# # #
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- For Immediate Release Auqust 23, 1996
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1

MEMORANDUM FOR THE ATTORNEY GENERAL
THE SECRETARY OF HEALTH AND HUMAN SERVICES
AND OTHER HEADS OF EXECUTIVE DEPARTMENTS AND
AGENCIES

SUBJECT: Naturalization

Citizenship is the cornerstone of full participation in
‘our democracy. To become a!United States citizen through
naturalization represents a pledge to undertake the
responsibilities of being a full member~“of our national
community. . .

Naturalization is the best example of our legal immigration

system at work. It reflects our society's recognition of

those who came to this country to work hard, play by the

rules, and pursue shared ideals of freedom, opportunity,
and responsibility.

In the past, hundreds of thousands of eligible people have had
to wait unnecessarily to become citizens. In some parts of the
-country, these people have had to wait well over a year after
filing their application to realize their dream of United States
citizenship.

This Administration is committed to eliminating the waiting
lists of those eligible for citizenship. To accomplish this,

. we launched "Citizenship U.S.A.," the most ambitious citizenship

. effort in history. 1In fiscal year 1996, the Immigration and
. Naturalization Sexvice (INS) will spend more than $165 million
for naturalization.

_/Citizenship U.S.A. combines three broad strategies: hiring

- more people to handle applications, improving the naturalization
" process, and expanding partnerships with local officials and

- .community organizations.

"~We'a£e:already making progress. We have increased the staff

235 percent in the five districts with 75 percent of the pending
applications: Los Angeles, New York, Miami, San Francisco, and
Chicago. In Los Angeles, where one-fourth of all new
applications are filed, we have opened three new processing
centers. and have more than quadrupled the number of INS officers
handling citizenship applications.

‘But this is just the beginning. This Administration's target

. 1s to process and swear-in within 6 months of application all
~.individuals eligible for citizenship. As we meet this target,
" more than one million newcomers will become citizens by the end
"-of this year. After that, INS shall maintain those reforms
-.necessary to stay current with the demand of new citizen
~.applicants.

more
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Using all of the tools at your disposal, I ask you to ensure

-that policies and practices necessary to accomplish these

targets of one million new citizens sworn-in and the elimination -
- of the waiting list are implemented. This includes continuing,

" expanding or acceleratlng, as appropriate and practicable, the

='following

'1) Hgﬂ_ﬂi;ﬁ_. Hiring, training, and deployment of full staff

" to assist naturalization efforts should proceed to completion as

3'quick1y as possible.

'2) cytting Red Tape. This includes: establishing electronic

" "filing and mailing-in of citizenship applications, extended
. weekday hours and Saturday interviews, further expansion of
.processing facilities, and improvements to make it easier for

"] people to obtain forms and get immigration information by

telephone or computer.

-~ 3) NMorking with Local Officials and Community-Based Groups.
- We are working in partnership with local officials and community
‘groups to expand outreach. 'I direct you to expand these efforts
to help get naturalization information to people, assist them in
-£i11ing out applications, offer more local sites for interviews,
‘especially for the elderly and the homebound, and seek other
means to jointly facilitate the process. We also will work to
expand the availability of local hotlines providing naturali-
zation information.

4) -English Training. To assist legal immigrants to move
toward citizenship, I request relevant agencies to work with
_the Domestic Policy Council, the National Economic Council, and
"other White House offices to present to me by December 30, 1996,
a report making recommendations with respect to public/prlvate

efforts to teach English to those needing to improve their TNt s

English-language skills. This report should consider possible-
roles by private companies, educational institutions, unions,
community organizations, and the AmeriCorp program to accompllsh
this goal.

'5) Interagency 0utregch. I direct each executive department
and agency to take steps to promote naturalization outreach

consistent with ydur agency's mission. In particular, in
materials sent to welfare recipients concerning eligibility,
I direct that, to the extent authorized by law, you include
naturalization information.

6) - Refugees and Asylees. Those who flee persecution and

- suffering in their home country are often in the weakest
position to acquire the skills they need to enter the job
market, maintain self-sufficiency, and achieve U.S. citizenship.
I.direct the Secretary of Health and Human Services, in
conjunction with other agencies as appropriate, to present to
-me by December 30, 1996, through the Domestic Policy Council,

a report setting out a strategy of additional steps that we can
take to promote social adjustment in the United States, economic
self-sufficiency, and naturalization.

_In taking these steps, this Administration shall maintain and
-strengthen the standards and requirements of the naturalization
test that demonstrate an individual's readiness to accept the

‘ responsibilities of citizenship and full participation in our
national community. You are direc¢ted to continue vigilant
.oversight to uphold these standards.

Hundreds of thousands of people are seeking the dream and the
promise of American citizenship. They have worked to become
United states citizens, and these steps should ensure that they
-are not made to wait unnecessarily.

~ WILLIAM J. CLINTON
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