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Medicaid/TANF Q and As
Final--3/19/99

What is the purpose of this guidebook?

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

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

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

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

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

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

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

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

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

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

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

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

The court has not provided us with a copy of the plan and has not asked us for
comment.
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Have there been similar violations in other states? Are you issuing the
guidebook because you think this is a national problem?

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

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

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

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

Why are the Medicaid rolls decreasing?

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

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

gioo4
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Isn't welfare reform responsible for the drop in Medicaid enrollment?

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

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

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

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

Again, the precise reason for declining Medicaid rolls is a complex question with
no easy answer. A possible answer is that the improving economy has made it
possible for many low income people enrolled in the Medicaid program to find
jobs that offer health insurance benefits. Another answer is that individuals may
not realize they are still eligible for the Medicaid program even if their income
increases slightly.
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How is welfare reform going?

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

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

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

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

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

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

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

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

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

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

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

A: The Administration has always supported health care coverage for families
moving from welfare to work. That is why the budget includes two proposals to
simplify and improve transitional Medicaid--it removes certain burdensome
reporting requirements, and it encourages States to serve more low-income
working families. Since transitional Medicaid is authorized throughout both the
coming fiscal year and the fiscal year after that, the program does not need to be
reauthorized at this point and is therefore not included in budget projections
through FY2002-2004. We will continue our efforts to ensure that people
making the transition from welfare to work have the necessary health care
supports to keep them successfully on the job and off of welfare.

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

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

A HHS has repeatedly urged states in many different ways to pay attention to their
eligibility and enrollment processes to ensure that those eligible for Medicaid -
particularly children - are enrollcd. In fact, all state Medicaid and TANF
adrninistrators received a letter in June of last year explaining actions states
should take to ensure that all those eligible for Medicaid receive it - including
making Medicaid and CHIP applications available at sites where TANF eligibility
is evalunated, and particularly where "diversionary" assistance is provided. The
guidebook released Monday is just the latest of our efforts to work with states to
ensure that people moving off cash assistance programs, and working families
who may not realize they are eligible for assistance, still get Medicaid benefits.
The guidebook also makes clear that states TANF-Medicaid application must
furnish a Medicaid application upon request and may not impose a waiting period.
States must also process Medicaid applications without delay.
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Q: You've bragged about welfare caseload declines since 1994, but recent
reports say the declines are disproportionately in the immigrant community.
Isn't that a terrible consequence of your policies?

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

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

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

The Administration is committed to helping States to provide coverage to as
many of the uninsured as possible. The President’s Fiscal Year 2000 budget
outlines some additional initiatives that would improve Medicaid awareness and
potentially enroll thousands more children in Medicaid as well as CHIP. For
example, HHS is proposing to broaden states’ ability to use a special $500 million
Medicaid fund, enacted in the 1996 welfare reform law and aimed at the costs
incurred by states because of the decoupling of AFDC and Medicaid, including
outreach costs. In addition, we are proposing to remove outreach costs from the
10 percent cap states have on admimstrative costs for the CHIP program. Instead,
states could spend up to 3 percent of their total allotment on outreach. This
initiative, which is scored at $875 million, would give states more flexibility in
designing outreach campaigns to reach families.
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Does the Administration oppose efforts in Congress to reduce or redirect
unused TANF funds?

Yes. The Administration strongly opposes these proposals because they will
undermine the decisions already madc by the states regarding how they plan to
use their TANF funds. We encourage states to continue to invest in all families to
enable them to succeed at work. This means both helping hard-to-serve recipients
overcome the barriers that preveunt them from working and helping working
families to sustain and improve their employment so that they can support
themselves and their children. Innovative investment of the unspent funds 1s
essential to the success of welfare reform.

[BACKGROUND: The proposal in the Senate Appropriations Committee’s
version of the Emergency Supplemental Bill to redirect TANF funds has now
been dropped. The most recent data reported by the states to the Department
show that in FY 1998, states also continued to make large investments in their
work first welfare programs, spending or committing to spend 84 percent of their
federal funds. Nineteen states spent 100 percent of their block grant. Although
states can reserve funds from year to year without limitation, when FY 1997 and
1998 funds are combined, states left only 10 percent of the federal block grant
unspent. We expect future data to show a substantial increase in spending
commitments because 1) states will have had the opportunity to appropriate these
additional funds, which they did not initially plan for because they did not expect.
such large caseload declines; 2) state policy decisions made in early 1998 will
now be implemented, resulting in additional expenditures. We also expect states
to leave some TANF funds unspent, leaving them in the federal treasury for a
“rainy day” when additional funds may be needed due to population increases or a
regional recession.]

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

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

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

We also note that the INS has confirmed through several letters that use of
Medicaid and CHIP by the children of immigrants, both U.S. citizens and lawful

ido1o
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permanent residents, will not have any effect on the child’s public charge status or
that of their immigrant family members. Nopetheless, we recognize that it is still
critical to issue official guidance to settle the matter.
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**Please note that within the next couple of weeks George Washington University
will release a study on welfare diversion policies.

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

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

As for the effect of diversion strategies on Medicaid, the report itself notes that
the "de-linking"of Medicaid and cash assistance creates both opportunities and
challenges in ensuring access to Medicaid. We agree. When families learn that
they can receive Medicaid coverage without having to receive welfare, they may
be less likely to tumn to welfare in the first place, or to return to the welfare system
if they have unmet health care necds. "De-linkage" also pravides a special
opportunity for states to promote both Medicaid and CHIP as an independent
support for low-income working families.

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

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

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

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

11
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benefits. The guidebook also makes clear that states TANF-Medicaid application

must furnish a Medicaid application upon request and may not impose a waiting
period. States must also process Medicaid applications without delay.

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

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

12
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As the cover letter says, our goal is to do everything possible to maximize both the
number of people with health insurance and the number of people moving from
welfare to work. The decoupling of Medicaid and TANF in the 1996 welfare reform
law means that states need to pay careful attention to their eligibility and enrollment
processes. It also provides a special opportunity for states to promote both Medicaid
and CHIP as an independent support for low-income working families.

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

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

We will continue to work with states to identify model outreach strategies, program
operations, coverage expansions and Medicaid policies designed to increase the
number of people eligible for Medicaid who actually receive it.
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Dear State Secretary of Health and Human Services:

The Clinton Administration has a longstanding commitment to reducing the number of
uninsured nationwide and providing health care to low-income working families. At the
most recent National Governors Association’s annual meeting in St. Louis, the President
encouraged States to make the most of their flexibility under Medicaid and CHIP to
provide affordable health insurance to low-income families. To assist states in these
efforts, he directed the Department of Health and Human Services (HHS) to take new
steps to ensure that low-income working families have access to the health insurance
benefits for which they are eligible. To this end, for many states, HHS is extending the
availability of the $500 million fund for Medicaid outreach and eligibility systems
changes and conducting a national review of Medicaid eligibility and enrollment to
eliminate barriers to enrollment.

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996
(PRWORA) provided states with $500 million to use for the costs of simplifying their
Medicaid eligibility systems and conducting outreach related to the implementation of
Section 1931 of the Social Security Act. The law specifies that states must use their
entire allotment within 12 calendar quarters or lose access to the unspent portion of the
funds. All funds must be spent by October 1, 2000.

Previously, the expiration date for this funding was interpreted to start the 12-quarter
clock at the beginning of the quarter in which a state’s TANF plan became effective. For
many states, this meant that the funds would have expired at the end of September 1999.
HHS has reconsidered this interpretation to maximize the availability of this funding.
Therefore, for the purpose of accessing these funds, HHS has determined the clock
started for each state at the beginning of the first full calendar quarter in which the State’s
TANF program was effective. As a result of this clarification, many states will
essentially have 12 full quarters to spend these funds. (Please see enclosed chart.)
Additional guidance on this issue will be forthcoming in an effort to help states take full .
advantage of these funds.

We encourage you to use these dollars to help improve Medicaid and CHIP enrollment in
your state. Although this clarification represents the extent of our administrative
flexibility, the President continues to support a proposal in his budget for the past two
years that eliminates the 12-quarter clock and the legislative sunset date and broadens the
use of the fund to include both general Medicaid and CHIP outreach activities. We will
work with Congress in the hope that this proposal will be enacted.
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As the next step in the Administration’s effort to continue our work with States to ensure
that low-income families have access to health insurance benefits, the President has -
directed HHS to work with states to review their Medicaid programs. During this
comprehensive assessment, together we will review a range of issues related to States’
eligibility and enrollment process, including those related to transitional Medicaid. Our
Regional Office Staff, who will visit each state by this fall, will examine whether all
states are complying with Federal requirements. In addition, we will ask to look at
certain aspects of the eligibility determination process for the Children’s Health Insurance
Program (CHIP) in states with a separate CHIP program.

For states whose procedures conflict with applicable laws and regulations, HHS will
work with that state and take all steps necessary to achieve compliance. In addition, as
part of our education and technical assistance efforts, we will continue to gather and
disseminate information on best practices with regard to outreach, enrollment, and
eligibility determination processes for Medicaid and CHIP,

Regional Administrators for the Health Care Financing Administration (HCFA) and the
Administration for Children and Families (ACF) will be sending letters to State Medicaid
Directors and Human Services Directors that will provide more detail on the site visits.
Some of you may already have been contacted by your respective Regional Offices. We
want to minimize any possible burden posed by this site visit, so we will request that
certain information be provided in advance. In general, we expect that the visit will last

no longer than five days -- approximately two days at your centra! office and then three
days in field offices.

We are committed to taking all necessary action to achieve our mutual goal of ensuring
that all eligible children and families are enrolled in Medicaid. If you have any additional
questions, please contact your HCFA Regional Administrator. Thank you for your time
and attention to this critical effort that will safeguard the health of America’s families and

children.
via A Goldéfﬁ%&/

Sincerely,

Ve

Michael Hash
Deputy Administrator Assistant Secretary
Health Care Financing Administration for Children and Families

Administration for Children and Families

Enclosure



UPDATED EXPIRATION DATES FOR THE

$500 MILLION TANF-MEDICAID OUTREACH FUND

State Total Fund Percentage T-
TANF-Medicaid Expenditures Expended Expiration Date
Fund Allocation as of 03/31/99
AL $6,504,897 $0 0.0% 12/31/1999
AK $3,039,335 $7,500 0.2% 06/30/2000
AZ $7,961,603 $17,901 0.2% 09/30/1999
AR $5,095,513 $1,117,803 21.9% 06/30/2000
CA $83,719,458 $4.453,468 5.3% 12/31/1999
CcO $5,166,316 $0 0.0% 06/30/2000
CT $5,756,737 $0 0.0% 09/30/1999
DE $2,801,757 $233 0.0% 03/31/2000
DC $3,259,072 $0 0.0% 03/31/2000
FL $22,262,239 $950,856 4.3% 09/30/1999
GA $11,591,549 $0 0.0% 12/31/1999
Hi $3,435,742 30 0.0% 06/30/2000
ID $3,288,535 $541,328 16.5% 06/30/2000
IL $19,363,894 $15,016 0.1% 06/30/2000
IN $7,545,162 $452,521 6.0% 09/30/1999
1A $4,782 362 $2,405,247 50.3% 12/31/1999
KS $4,496,386 $389,409 8.7% 09/30/1999
KY $7,269,014 $0 0.0% 12/31/1999
LA $9,029,185 $0 0.0% 12/31/1999
ME $3,569,238 30 0.0% 12/31/1999
MD $7,595,943 $0 0.0% 12/31/1999
MA $9,463,490 $1,695,987 17.9% 09/30/1999
MI $15,975,445 $2,606,516 16.3% 09/30/1999
MN $7,708,769 $3,798,670 49.3% 06/30/2000
MO $8,561,965 $3,298 443 38.5% 12/31/1999
MS $6,617,604 $197,678 3.0% 09/30/1999
MT $2,764,134 $7,653 0.3% 03/31/2000
NE $3,308,247 $0 0.0% 12/31/1999
NV $3,258,808 $3,258,808 100.0% 12/31/1999
NH $2,875,952 . $302,916 10.5% 09/30/1999
NJ $11,012,253 $3,078,591 28.0% 03/31/2000
NM $4,860,333 $0 0.0% 06/30/2000
NY $37,034,556 $387,892 1.0% 12/31/1999
NC $11,550,703 $0 0.0% 12/31/1999
ND $2,537,922 $47,094 1.9% 06/30/2000
OH $16,509,161 $2,915,724 17.2% 09/30/1999
oK $5,938,082 $291,222 4.9% 09/30/1999

Continued




UPDATED EXPIRATION DATES FOR THE

T e e

$500 MILLION TANF-MEDICAID OUTREACH FUND (Continued)

State Total Fund Percentage
TANF-Medicaid 'Expenditures Expended Expiration Date
Fund Allocation as of 03/31/99

OR $5,740,656 $1,497,655 26.1% 09/30/1999
PA $17,553,339 $2,854 0.0% 03/31/2000
RI $3,459,771 - $3,002 0.1% 06/30/2000
SC $6,221,783 $0 0.0% 12/31/1999
SD $2,642 597 $824,458 31.2% 12/31/1999
TN $9,250,889 $0 0.0% 09/30/1999
TX $27,523,806 $0 0.0% 12/31/1999
UT- - $4,006,172 $0 0.0% 09/30/1999
VT $2,891,672 $0 0.0% 09/30/1999
VA $8,531,522 $2,020,109 23.7% 03/31/2000
WA $10,443,170 $2,364,205 22.6% 03/31/2000
WV $5,420,593 $121,629 2.2% 03/31/2000
WI $7,023,766 $49,362 0.7% 09/30/1999
WY $2,475,344 $212,028 8.6% 12/31/1999
GU $270,439 $0 0.0% 06/30/2000
PR 58,325,084 $0 0.0% 06/30/2000
V1 $308,045 50 0.0% 06/30/2000
TOTAL $500,000,009 $39,333,778 7.9%

Bold indicates the expiration date has been extended to the last day of the quartet.
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PROVIDING HEALTH CARE TO LOW INCOME WORKING FAMILIES MOVING FROM
WELFARE TO WORK

In 1996, the President signed a bipartisan welfare reform plan that is dramatically changing the nation’s
welfare system into one that requires work in exchange for time-limited assistance. In passing welfare
reform, the President insisted on maintaining the Medicaid entitlement; indeed, he vetoed two welfare bills
that did not guarantee continued Medicaid coverage to all adults and children who were then eligible.
Beyond preserving Medicaid eligibility, the welfare law created new health insurance options for families,
providing states with broad flexibility under section 1931 to expand Medicaid to cover more low-income
families at their option.

EXPANDING COVERAGE TO MORE FAMILIES. The Clinton Administration has taken action to
ensure that low income families are able to access health insurance, including:

. Creation of the Children’s Health Insurance Program. The President, with bipartisan support
from the Congress, created the Children’s Health Insurance Program (CHIP). The Balanced
Budget Act of 1997 allocated $24 billion dollars over the next five years to extend health care
coverage to uninsured children through State-designed programs. States project that they will
ensure 2.5 million children when their new CHIP programs are fully implemented, and because
states are currently planning to revise and expand their CHIP programs as well as work with us on
Medicaid outreach activities, we are confident that we will be able to reach our goal of providing
insurance up to 5 million children through a combination of Medicaid and CHIP.

. Allowing states to expand Medicaid to cover families. The welfare law allows states to expand
Medicaid coverage under section 1931 to reach single and two-parent families who traditionally
have earned too much to be eligible for Medicaid. These expansions present an opportunity for
states to present Medicaid as a freestanding health insurance program for low-income families, an
important step towards removing the welfare stigma associated with the program and enhancing its
potential to reach families who do not come into contact with the TANF system.

. Providing Medicaid coverage to two parent, low-income families who work. In August 1998,
the President eliminated a vestige of the old welfare system by allowing all states to provide
Medicaid coverage to working, two-parent families who meet State income eligibility requirements.
Under the old regulations, adults in two-parent families who worked more than 100 hours per
month could not receive Medicaid regardless of their income level. Because the same restrictions
did not apply to single-parent families, these regulations created disincentives to marriage and full-
time work. The new regulation eliminates this requirement, providing health coverage for more
than 130,000 working families to help them stay employed and off welfare.

ELIMINATING BARRIERS TO RECEIVING CRITICAL HEALTH INSURANCE COVERAGE.:
Since the passage of welfare reform, the Clinton Administration has taken additional steps to aggressively
enforce the statute and maintain the Medicaid entitlement in order to ensure that low-income families have
the health care they need in order to transition successfully from welfare to work, including:

. Releasing new guidance to states to encourage them to reach out to children who are no
longer eligible for cash assistance but are still eligible for Medicaid or CHIP. The
Administration released new guidance to all 50 states reiterating their responsibilities to establish
and maintain Medicaid eligibility for families and children affected by welfare reform and
establishing that states must provide Medicaid applications upon request and process them without
delay. The guidance highlights the historic opportunity that the delinkage of Medicaid from
welfare presents to promote Medicaid and CHIP coverage as a freestanding support for low
income families with children.



Launching the Insure Kids Now Campaign. This new campaign will engage a broad-based,
bipartisan, public-private coalition to use a variety of means to educate and assist families in
insuring their children. Initial activities include launching a nationwide, toll-free number set up by
the National Governors’ Association in partnership with the Administration and Bell Atlantic to
provide families with essential information about Medicaid and CHIP; placing the toll-free
number on corporate products; airing public service announcements on TV and radio; enlisting
grass-roots organizations to get the word out; and stepping up activities by over 10 Federal
agencies that interact with working families.

Investing in new children’s health insurance outreach. The President has included a $1 billion,
5-year initiative to fund outreach to enroll uninsured children in Medicaid and the new Children’s
Health Insurance Program (CHIP) in his FY 2000 budget. These new funds will enable States to
simplify enrollment systems, launch ad campaigns, educate community volunteers, outstation
eligibility workers, and conduct outreach campaigns to identify and enroll uninsured children in
both Medicaid and CHIP.

Eliminating burdensome reporting requirements for transitional medical assistance (TMA).
TMA provides time-limited Medicaid coverage to low-income households whose earnings or child
support would otherwise make them ineligible for welfare-related Medicaid under state income
eligibility standards. The President’s FY 2000 budget would reduce burdensome reporting
requirements, including TMA eligibility procedures in the current Medicaid eligibility
redetermination process. The budget also exempts those states that have expanded Medicaid
coverage to families with incomes up to 185 percent of the federal poverty level from burdensome
TMA reporting requirements, providing states with additional incentives to provide critical health
care services.

RESTORING FAIRNESS FOR LEGAL IMMIGRANTS. The President made a commitment to fix
several provisions in the welfare reform law that had nothing to do with moving people from welfare to
work. In 1997, the President fought for and ultimately was successful in ensuring that the Balanced Budget
Act protects disabled legal immigrants. The Administration’s FY 2000 budget would build on this progress
by restoring important disability, health, and nutrition benefits to additional categories of legal immigrants,
at a cost of $1.3 billion over five years.

Providing health insurance coverage to individuals with disabilities. The Balanced Budget Act
of 1997 and the Noncitizen Technical Amendment Act of 1998 invested $11.5 billion to restore
disability and health benefits to 380,000 legal immigrants who were in this country before welfare
reform became law. The President’s FY 2000 Budget build on this progress and restore eligibility
for SSI and Medicaid to legal immigrants who enter the country after that date if they have been in
the United States for five years and become disabled after entering the United States. This
proposal would cost approximately $930 million and assist an estimated 54,000 legal immigrants
by 2004, about half of whom would be elderly.

Providing health care to children and pregnant women. The President’s FY 2000 Budget gives
states the option to extend Medicaid or CHIP coverage to low-income legal immigrant children
and Medicaid to pregnant women who entered the country after August 22, 1996. The proposal
would cost $325 million and provide critical health insurance to approxnnately 55,000 children
and 23,000 women by FY 2004. This proposal would reduce the number of high-risk
pregnancies, ensure healthier children, and lower the cost of emergency Medicaid deliveries.
Under current law, states have the option to.provide health coverage to immigrant children and
pregnant women who entered the country before August 22, 1996.
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DEPARTMENT OF HEALTH & HUMAN SERVICES Health Care Financing Administration

The Administrator
Washington, D.C. 20201

MAR 2 2 1999

Dear TANF Administrators, State Medicaid Directors, and CHIP Directors:

Through an ongoing strategy to reform welfare, the Administration has fought to continue efforts
to support low-income families, especially those trying to make the transition from welfare to self-
sufficiency. As part of these efforts, it is critical that progress is made towards increasing the
number of Americans with health insurance. The delinkage of Medicaid from cash assistance and
declining welfare caseloads have created both challenges and opportunities for providing this
support for working families. It important that we use effective strategies and find new ways to
reach children and families outside, as well as through, the welfare system.

In order to help policy makers overcome these challenges, and to realize the potential of these
opportunities, we have developed the enclosed guide, “Supporting Families in Transition: A
Guide to Expanding Health Coverage in the Post-Welfare Reform World.” This guide contains
information regarding processes and procedures that will help ensure as many children and
families as possible obtain health insurance.

In a letter we sent you on June 5, 1998 (http://www hcfa.gov/medicaid/wrdl605 htm), we
encouraged you to coordinate both the administration of and eligibility for your TANF and
Medicaid programs. In that letter, we highlighted states’ responsibilities to establish and maintain
Medicaid eligibility for families and children affected by welfare reform, and we also outlined the
broad flexibility the statute affords you to expand eligibility. Through the enclosed gulde we are
providing additional information to help you accomplish these important goals.

In addition to explaining state options and suggesting appropriate strategies, the guide
summarizes the application and enrollment requirements for the Medicaid program. Two of the
most critical requirements are that States must:

. Provide Medicaid applications upon request. Based on Medicaid regulations (42 CFR
435.906), the Department of Health and Human Services (DHHS) has determined that
states using joint TANF-Medicaid applications must furnish a Medicaid application
immediately upon request and may not impose a waiting period before providing the
application for Medicaid.

D Process Medicaid applications without delay. States must assure that an application
for Medicaid is processed quickly and not delayed by any TANF requirement. In states
where TANF application or eligibility is delayed (i.e., families receive diversionary
assistance or face any other initial administrative steps), the state must process the joint
application immediately to determine Medicaid eligibility.



Page 2 — Dear Administrators and Directors

In addition to issuing the guide, we will be expanding our technical assistance efforts to states to
ensure that TANF programs are designed and implemented so that children and their families are
informed about Medicaid and CHIP and enrolled when eligible. To focus our efforts more
effectively, we will work with states to review their welfare and Medicaid eligibility and
enroliment procedures. This process will help us assist state agencies in improving their practices,
it will further help us by identifying successful models of coordination that can be shared with
other states.

We recognize the new needs for outreach, accessibility, and coordination that have arisen from
the delinkage of Medicaid from the welfare system, and the growing number of working families
unlikely to enter the welfare office but likely to be eligible for Medicaid. In light of these new
challenges, we are committed to working with you to establish the most effective Medicaid
application and enrollment procedures for low-income families with children.

We look forward to continuing this very important work with you and to charting the gains we
make together in improving the health coverage of all low-income children and families, and in
supporting the transitions of families from welfare to self-sufficiency. In the meantime, please
contact your HCFA or ACF Regional Administrator or your Regional Director with any questions
or for additional information.

Sincerely,
Wigia ARty N DR
Olivia Golden Nancy Ann Min DeParle |
Assistant Secretary Administrator
Administration for Children and Health Care Financing

Families Administration
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. . THE UNINTENDED CONSEQUENCES

INTRODUCTION

In the aftermath of the 1996 welfare reform law, welfare rolls
have dropped dramatically across the country. While welfare reform has
been hailed for decreasing the welfare rolls and moving former
recipients to jobs, little attention has been devoted to the health
coverage of those who lose welfare benefits. As this report shows, one
of the unintended consequences of welfare reform is that many people
lose Medicaid coverage and become uninsured. This is the first study to
show a direct connection between the loss of welfare benefits and the
loss of health insurance coverage.

Using data from the U.S. Census Bureau’s Current Population Survey
and from the Health Care Financing Administration, we have found that over
two-thirds of a million low-income people—approximately 675,000—lost Medicaid
coverage and became uninsured in 1997 due to welfare reform. The majority (62
percent) of those who became uninsured due to welfare reform were children,
and most of those children were, in all likelihood, still eligible for coverage
under Medicaid. Moreover, the number of people who lose health coverage due
to welfare reform is certain to grow rather substantially in the years ahead.

Because 1997 was the first year of welfare reform implementation, this
study reports only the earliest consequences of welfare reform, before many of
the time limits imposed by the new law take effect. This year, more people will
be required to work in order to retain their welfare benefits. The vast majority of
people moving from welfare into jobs wind up in entry-level positions with low
salaries and no employer-subsidized health insurance. If, as required by law,
they are granted 6- to 12-months of Medicaid coverage during the transition to
work, they are then likely to join the ranks of the uninsured when their
transitional coverage ends. Similarly, large numbers of people will be dropped
from the welfare rolls in the future as they reach the 5-year lifetime limit on

welfare benefits. When that happens, we can expect the number of uninsured to

swell.
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. . LOSING HEALTH INSURANCE:

B> PELEE

KEY FINDINGS

W Welfare reform has contributed to the increase in the number of low-income
people without health insurance. In 1997, an estimated 675,000 low-income
people became uninsured as a result of welfare reform.

W Welfare reform has contributed to declining Medicaid enroliment. Approximately
T 1.25 million people with incomes under 200 percent of the federal poverty
level lost their Medicaid coverage from 1995 to 1997 as a result of welfare
reform.

B Children under age 19 made up the majority of people who became uninsured as
a result of welfare reform. Of the 675,000 low-income people becoming
uninsured in 1997 as a result of welfare reform, more than three out of five
(62 percent) were children. Of the 1.25 million people who lost Medicaid
between 1995 and 1997 as a result of welfare reform, almost two-thirds (65
percent) were children.

M More than half of both children and aduits became uninsured when they lost
Medicaid. Fifty-four percent of all people losing Medicaid as a resuit of
welfare reform became uninsured.

M Most of the children who lost Medicaid in 1997 as a result of welfare reform
probably were still eligible for Medicaid and should not have lost that coverage.
Considerably more than half of the children who lost Medicaid between
1995 and 1997 as a result of welfare reform were eligible under federal
requirements.

B Poor people are more likely than those just above the poverty line to become
uninsured when they lose Medicaid. For people with income below the federal
poverty, nearly two out of three adults (62 percent) and over half children
(57 percent) became uninsured when they lost Medicaid. The impact on
those with incomes just over poverty was significant as well: for people
with incomes between the federal poverty level and 200 percent of poverty,
45 percent of adults and 42 percent of children became uninsured when
they lost Medicaid.

B Minority children are more likely to go uninsured than white children when they
lose Medicaid. When minority children lost Medicaid, about 58 percent




UD/UD/YY  MEU L10:4( FAA Z2UZ 347 2417 FAMILIES USA idoo4

‘ THE UNINTENDED CONSEQUENCES

became uninsured, while 41 percent of white children became uninsured
when they lost Medicaid.

W The number of people becoming uninsured as a result of welfare reform is likely to
increase considerably in the years following 1997. These data show only the
early-warning signs of welfare reform’s impact on health insurance
coverage for people with low incomes. As welfare reform is fully

implemented over time, there will be large increases in the number of low-
income uninsured people.

Breakitie tHe Link Berween Werrare ano Mepicaip

The 1996 weltare reform low(P.L.104-193, the Personal Responsibility and Work Opportunity Reconcilintion Act)
fundamentolly altered our system of providing public assistance to poor families. Welfare reform eliminated the
entitlement to cash assistance and ended the 60-year-old Aid to Families with Dependent Children (AFDC) program.
Congress replaced the AFDC program with the Temporary Assistance to Needy Families (TANF) block grant program.

TANF carries new requirements that recipients must meet in order to receive benefits und emphasizes moving welfare

recipients off of the welfare rolls as quickly as possible.

While the welfare law established restrictions and limitations for the receipt of cash welfare benefits, Congress

included provisions intended to insulate Medicaid participation from those restrictions ond limitations. Prior to welfare
reform, most low-incame families qualified for Medicaid by first qualifying for welfare. The welfare reform law

- maintains the Medicuid entitlement and requires Medicaid eligibility to be determined independently from welfare,
Despite the effort to ensure that low-income people continue to receive Medicaid benefits, hundreds of thousands of

people, as of 1997, were stripped of heahth insurance as an unintended consequence of welfare reform.

. ’/‘

" How People Lose Health Coverage Because of Welfare Reform

There are three ways that low-income people lose health care coverage as a
result of welfare reform. First, people lose health coverage when they or a family
member successfully move from welfare to work. The vast majority of people
moving from welfare to work wind up in jobs that provide no health care
coverage and, after they leave welfare for a job, they often remain eligible for

Medicaid only during a limited transition period. Second, termination from welfare
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LOSING HEALTH INSURANCE:

for any reason often results in wrongful losses of Medicaid coverage. Many people
dropped from the welfare rolls remain eligible for Medicaid but, because Welfare
administrators fail to inform people of their continuing eligibility, many people
inappropriately lose their Medicaid coverage. Third, state efforts to deter people

Sfrom applying for welfare often result in people being denied the opportunity to apply
for Medicaid.

Losing Health Coverage When Moving from Welfare to Work

When families move from welfare to work, they are likely to find jobs that
pay very low wages and do not offer benefits such as affordable health
insurance. Evidence from a review of state “exit studies” (surveys of people who
have left welfare) shows that, on average, only about 25 percent of people who
got jobs after leaving welfare reported having employment-based health
insurance.! (See box on pages 12-13 for more information about state exit
studies.) A number of studies have shown that people moving from welfare to
work tend to find jobs that pay less than $8 an hour and that do not provide
benefits such as health insurance or paid sick leave.? Most welfare recipients
who find jobs work less than full-time, full-year and earn less than the poverty
level; however, even such a low-wage, part-time job will make a parent
ineligible for Medicaid in most states.

Parents are eligible for Medicaid only if they earn very little money. In nine
states, parents become ineligible for Medicaid when they earn more than 37
percent of the federal poverty level ($5,051 for a family of three in 1998). In half
of the states, parents become ineligible if they earn more than 59 percent of the
federal poverty level ($8,054 for a family of three in 1998). In all but nine states,
parents become ineligible if they earn more than the federal poverty level
($13,650 for a family of three in 1998).> (See Figure 1 for state Medicaid
eligibility levels for parents.)

In many cases, children remain eligible for Medicaid even when their j\,k
parents lose eligibility because children are eligible for MW

income levels (see box on page 15).{?!0wever, because families are unaware of

this and states may fail to reassess the child’s eligibility when parents are

terminated, many children in working families are eligible but not enrolled in
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Figure 1

Income Eligihility Limits for Parents Recelving Medicaild
(Based on a family of thres with one woge eatner)

$o $5 $10 $15 $20 $25 $30 $35 $40

21,340

QR EF

Source: 1998 Data Reported By Jocelyn G\?'er and Cindy Mann, Employed But Not Insusred, Center on Budget and Policy Priorities, March 1,1999
*information from a survey of state officials in late 1998/early 1999. These state income limits take into account earnings disregards for parents
receiving Medicald who have worked for 12 months or more. Income limits assume that earnings are the only soucce of income for the family. These
income limits are for single-parent families; limits for two-parent families are lower in 18 states.
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Medicaid.*
When low-income families become ineligible for Medicaid, they have very
few places to turn for health insurance. The vast majority of insured people get

their health coverage from their employers, but employer-sponsored coverage

has declined

significantly since
1987. This decline in
employer-sponsored
health insurance has
hit low-wage workers
the hardest: by 1997,
-only 42 percent of
workers in jobs paying
less than $7 per hour
had employer-
sponsored health
insurance.> Over the
past decade, the rising
costs of health care led
many employers to cut
down on the scope of
health insurance
benefits they offer, to
increase the
percentage of health
insurance costs that
employees must pay,

and to stop providing

coverage for
employees’ spouses and children.$

Families who become ineligible for Medicaid because they have increased
income from work are entitled to receive extended Medicaid benefits, called

“Transitional Medicaid.” Families receive six months of Transitional Medicaid

doo7
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THE UNINTENDED CONSEQUENCLES

regardless of how much income they earn. They shoﬁld get a second six months
if their income (minus childcare expenses) is below 185 percent of the federal
poverty level.” It is difficult to find data on the availability of Transitional
Medicaid: states are not required to report such data to the federal government
and most states do not track Transitional Medicaid in any systematic way.
However, two studies have found that very few families who leave welfare
actually receive Transitional Medicaid.® Those who do get transitional coverage
will only have it for a limited time, whether or not they have access to
affordable health insurance at their new jobs.

In 1997, the first year of federal welfare reform implementation in the
states, only a small percentage of people moving from welfare to work reached
the limits of their Transitional Medicaid coverage. As more.and more people
move from welfare to work, and as the six-month to one-year transition periods
expire, increasing numbers of people are likely to lose health insurance
coverage.

Losing Health Coverage Due to Termination of Welfare
' Assistance

Historically, welfare has been the primary pathway to Medicaid for poor
families. The two programs were linked so that people who qualified for welfare
automatically received Medicaid as well. Although the law now requires
Medicaid eligibility to be determined independently from welfare, state
administrative systems often continue to treat Medicaid as an extra welfare
benefit. This means that when a family is terminated from welfare, its Medicaid
case is often closed at the same time. Because the two programs remain
connected in the minds of caseworkers and recipients as well as in state
computer eligibility systems, the new emphasis on closing welfare cases as
quickly as possible is causing many families to be cut off Medicaid, even when
they are still eligible. * -

A number of federal and/or state rules cause people to lose cash welfare
assistance. These rules include the following:

B Under federal law, families may only receive cash welfare assistance for a

maximum of five years. Many states have established even shorter lifetime
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caps for welfare.

W Federal law requires non-exempt® welfare recipients to be working in jobs
after two years of receiving welfare benefits in order to continue receiving
cash assistance.

B States may require welfare recipients to begin job search and work or other
activities as soon as they are enrolled; failure to do so can result in

termination of

assistance.

While families
may only receive cash
welfare assistance for
a specified number of
years over their
lifetime, there is no
such time limit for
Medicaid benefits.
Similarly, none of the
penalties for violating
welfare rutes can be
applied to Medicaid
participation except in
one circumstance:
states may opt to
terminate an adult
welfare recipient’s
Medicaid if the state

cuts that person’s
welfare benefit for
“refusal to work."*® At no time, however, can a state terminate Medicaid for
pregnant women or children because a member of their family has violated a
welfare rule. Yet it appears that many people who are losing their cash welfare
assistance are automatically losing their Medicaid coverage as well—either

because of state administrative errors or because no one is informing low-

g o009
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income families about
their continued
eligibility for Medicaid.
By July 1, 1999,
current welfare
recipients will have
reached the two-year
time limit when they
must be working in
order to keep their
welfare benefits. Three
years later, by July 1,
2002, individual
families will have
reached the lifetime
limit on receipt of cash
welfare. As these limits
are reached, it is likely
that many families
losing welfare will lose

their Medicaid coverage

as well. Thus, the

number of people losing

health coverage due to welfare reform is likely to become considerably higher
than the 1997 data depicted in this report.

Losses of Health Coverage Due to State Administrators’
Diversion of Welfare Applications

Since cash welfare assistance is no longer an entitlement for eligible
families, states are under no obligation to provide cash assistance to needy
people. States are allowed to “divert” people from completing their welfare
applications—by requiring them to undertake job search activities or to seek

other forms of private help before applying for assistance, for example. In some

€golv
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Weirare “piversions” anp “sancrions” piscouraGE MEDICAID APPLICANTS

New York City converted a number of its welfare offices to “Job Centers” following passage of welfare
reform. At these Centers, people applied for Medicaid, cash assistance, and Food Stamps, hut they were
required to search for work before their applications were processed. In 1999, a federul court found that New
York City’s Job Center stuff illegally discouraged and denied needy people from applying for Medicaid. The

court barred the city from converting any more welfare offices to Job Centers until they corrected the problems.

PEQPLE AFFECTED BY NEW YORK'S DIVERSION AND SANCTION POLICIES
INCLUDED THE FOLLOWING:

* In October 1998, Ms. Jenny Cuevas, a pregnant teen, applied for Medicaid and other assistance at o Job
Center. She attended high school at night. Job Center personnel told her that she would have to search for
work daily and participate in o “work experience” project, sweeping streets for the Department of
Sanitation, in order 1o receive assistance. The next doy, Ms. Cuevas was ill and went to an obstetric clinic
instead of to the Job Center’s orientation. Although she explained this to Job Center personnel, her
Medicaid was still denied, along with her Food Stamps and cash assistance, for “Hailure to comply with
Employment Center Orientation.”

Ms. G., a 39-year-old homeless woman, lost her Medicaid, cash assistance, and Food Stamps in Avgust
1998 when New York’s Office of Employment Services alleged that Ms. G. had not reported 1o a work
experience assignment with the Depariment of Sanitation—an allegation that Ms. G. disputed. She was
“sanctioned” for four months and could not receive any ussistance during that fime period. In mid-
November, Ms. G. was pregnant with twins and had severe anemia and low blood pressure. She

desperately needed blood pressure medication and attempted to reapply for benefits. The Job Center gave

her a “Job Profile” form and collected documents that Ms. G. had brought, but did not permit her to file a

Medicaid application until the following week. When Ms. G. returned the following week, the Job Center
had lost her documents. Ms. G. completed application forms and was required to visit either the Job Center
or another welfare office daily. When Ms. G. went to a doctor’s appoiniment, the Job Center would not
reschedule her Medicaid and welfare eligibility interview. In early December, for reasons that are not
clear, the Job Center denied Ms. G.’s applications for Medicaid, cosh ussistance, and Food Stamps and tald

her thut she would have to reapply for benefits.

Source: Reynolds v. Gioliani, 98-Civ-8877{WHP}{S.D.tL.Y.)
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THLE UNINTENDED CONSEQUENCES

instances, welfare administrators provide a lump-sum benefit to tide families
over temporarily while they seek other help; if families accept this inducement,
their welfare applications are put on hold.

As of August 1998, 31 states had implemented some form of “diversion” in
the application process for cash welfare assistance.! Although such “diversion”
processes are legal and are becoming routine in the context of cash welfare
assistance, they can improperly divert people from applying for Medicaid as
well. As a result, many families entitled to Medicaid are not receiving such
coverage, and they remain uninformed about their right to complete Medicaid
applications. Since many people cycle in and out of Medicaid each year, these
diversionary practices may constitute a barrier to coverage for both new

applicants and those who have left the Medicaid rolls but need coverage again.

11
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LOSING IHTEALTH INSURANCE:

Whiar Exiv Stuoies anp Evatuarions Tew Us asour Emprover-Sponsonto Covirace

How do we know what is happening to people who leave welfare? Although there has been no national
study tracking the health insurance status of people leaving welfare, there have been some state efforts to
determine what happened to people who left welfare in their state. These studies all use different survey
methods, ask different questions, interview different groups of people, and tend to have relatively low
response rates. All of this makes it difficult to draw national conclusions bused on the findings. However,
despite these differences, the studies show consistently that people who leave welfare lose health insurance.

The surveys described here contained questions about employer-provided health insurance. One review of
the exit study and evaluation literature available found that, on average, only one out of four welfare recipients
who found jobs received employer-sponsored insurance.' A few of the studies only asked respondents whether
their employer offers health insurance, not whether they could afford to fake that insurance. Many low-income
workers cannot afford the insvrance offered by their employers, and therefore go uninsured.

. Mathematica Policy Research, Inc. studied families in IOWA temporarily cut off welfare for failing
to comply with program rules. They found that only 10 percent of people who had jobs after being terminated
from welfare had employer-spensored insurance."

. A SOUTH CAROLINA study, conducted by the state Department of Social Services Division of
Program Quality Assurance, found that 11 percent of children and 36 percent of adults had private health
coverage eight to twelve months after leaving wellare.'

. A survey of people who left welfare in NEW MEXICO found that 20 percent of respondents who
were working were covered by employer-sponsored insurance. However, 50 percent of respondents who were
working indicated that their employers offered health insurance. Most people who did not take their employer’s
insurance said that they could not afford it. The survey was conducted by the Bureau of Business and Economic
Research at the University of New Mexico in September 1997, ™

. A study of people in WASHINGTON state who had received welfare at any time between May and
October 1996, found that, of respondents who had worked at any time since January 1996, 23 percent reported
that their employer in their current or most recent job provided health insurance benefits. The study was
conducted by the Social and Economics Sciences Research Center of Washington State University on behalf of the
Washington State Department of Secial and Health Services Economic Services Administration.'”

. The Human Resources Administration {(HRA) of the City of New York conducted a study of former
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THE UNINTENDED CONSEQUENCES

welfare recipients in NEW YORK CITY in 1998. They found that only 36 percent of respondents who had
held jobs at any time sinceleaving welfare received health insurance from their employers.'®
*  The evaluation of FLORIDA’s Family Transition Program (FTP}, conducted by Manpower

Demonstration Research Corporation, found that only 43 percent of recipients who found jobs were_offered

health insurance by their employer.' The data do not indicate huw.muny people could nfford and actvally

purchased such coverage.

* A study conducted by the Texas Department of Human Services (DHS) tracked people who left
weltare and people who were diverted from applying for welfare in TEXAS. DHS found that, overall, 40
percent of respondents were offered health insurance by their employer, but it is unclear how many could

actually afford that coverage. »°

Whart Exim Stupies anp Evatuations Tewe Us Asour Mepicaip Participation arrer WeLrARE

Some people who leave welfare become ineligible for Medicaid becavse they have higher income levels.
Many, however, remain eligible but lose coverage when states improperly terminate their Medicare coverage.
The surveys described show thet people lose Medicaid when they leave welfare, even il they remain eligible.

The previously mentioned study of former welfare recipients in NEW YORK CITY found that, of respondents
working at the time of the survey (about six months after they left weltare), 46 percent were uninsured and only
14 percent were receiving Medicaid. Of those who were uninsured, all were eligible for Transitional Medicaid,
but had not received it.?

A study of the employment ¢nd earnings of single purent families on welfare in Milwavkee, WISCONSIN
looked at families that had left welfare in September 1996. The researchers found that, three months later, at
feost 45 percent were no longer receiving Medicaid.”?

A recent study in WASHINGTON surveyed families who left welfare between December 1997 and March
1998 and families who left weltare between April and July 1998. The study shows thot, for both groups, only
about 60 percent of the children had received Medicaid after leaving welfare and only about 40 percent of adults

had received Medicaid alter leaving wellare.?

13
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C DEPARTMENT OF HEALTH & HUMAN SERVICES Health Care Financing Administration

"’u.v,mz The Administrator

Washington, D.C. 20201

MAR 2 2 1999

Dear TANF Administrators, State Medicaid Directors, and CHIP Directors:

Through an ongoing strategy to reform welfare, the Administration has fought to continue efforts
to support low-income families, especially those trying to make the transition from welfare to self-
sufficiency. As part of these efforts, it is critical that progress is made towards increasing the
number of Americans with health insurance. The delinkage of Medicaid from cash assistance and
declining welfare caseloads have created both challenges and opportunities for providing this
support for working families. It important that we use effective strategies and find new ways to
reach children and families outside, as well as through, the welfare system.

In order to help policy makers overcome these challenges, and to realize the potential of these
opportunities, we have developed the enclosed guide, “Supporting Families in Transition: A
Guide to Expanding Health Coverage in the Post-Welfare Reform World.” This guide contains
information regarding processes and procedures that will help ensure as many children and
families as possible obtain health insurance. '

In a letter we sent you on June 5, 1998 (http://www.hcfa.gov/medicaid/wrdl605.htm), we

- encouraged you to coordinate both the administration of and eligibility for your TANF and
Medicaid programs. In that letter, we highlighted states’ responsibilities to establish and maintain
Medicaid eligibility for families and children affected by welfare reform, and we also outlined the
broad flexibility the statute affords you to expand eligibility. Through the enclosed guide, we are
providing additional information to help you accomplish these important goals.

In addition to explaining state options and suggesting appropriate strategies, the guide
summarizes the application and enrollment requirements for the Medicaid program. Two of the
most critical requirements are that States must:

e . Provide Medicaid applications upon request. Based on Medicaid regulations (42 CFR
435.906), the Department of Health and Human Services (DHHS) has determined that
states using joint TANF-Medicaid applications must furnish a Medicaid application
immediately upon request and may not impose a waiting period before providing the
application for Medicaid.

o Process Medicaid applications without delay. States must assure that an application
for Medicaid is processed quickly and not delayed by any TANF requirement. In states
. where TANF application or eligibility is delayed (i.e., families receive diversionary
assistance or face any other initial administrative steps), the state must process the joint
application immediately to determine Medicaid eligibility.



Page 2 — Dear Administrators and Directors

In addition to issuing the guide, we will be expanding our technical assistance efforts to states to
ensure that TANF programs are designed and implemented so that children and their families are
informed about Medicaid and CHIP and enrolled when eligible. To focus our efforts more
effectively, we will work with states to review their welfare and Medicaid eligibility and
enrollment procedures. This process will help us assist state agencies in improving their practices,
it will further help us by identifying successful models of coordination that can be shared with
other states.

We recognize the new needs for outreach, accessibility, and coordination that have arisen from
the delinkage of Medicaid from the welfare system, and the growing number of working families
unlikely to enter the welfare office but likely to be eligible for Medicaid. In light of these new
challenges, we are committed to working with you to establish the most effective Medicaid
application and enrollment procedures for low-income families with children.

We look forward to continuing this very important work with you and to charting the gains we
make together in improving the health coverage of all low-income children and families, and in
supporting the transitions of families from welfare to self-sufficiency. In the meantime, please
contact your HCFA or ACF Regional Administrator or your Regional Director with any questions
or for additional information.

Sincerely, _
| m}% A W N =~ DB
Olivia Golden Nancy Ann Min DeParle
Assistant Secretary Administrator
Administration for Children and Health Care Financing

Families Administration



DECLINING MEDICAID ROLLS

It is too early to tell whether welfare reform has affected Medicaid enrollment. State
variation in the timing and nature of welfare reform programs, variation in state Medicaid
policies, and improving national economic conditions make it difficult to generalize about the
impact of welfare reform on Medicaid enrollment nationally. In addition, the state and national
data necessary for such analysis are only gradually becoming available. While it is too early to
tell whether welfare reform may have an indirect effect on Medicaid enrollment, we are doing
everything possible to ensure it does not.

The number of people in poverty is steadily decreasing. Between 1995 and 1997, the total
population in poverty has fallen by 800,000 (2.3 percent). A drop of 600,000 in the number of
poor children made up a significant share of the decline. These declines continue a downward
trend in poverty numbers that began with this Administration. Since 1993, the number of poor
adults has fallen by almost 4 million (9 percent) and the number of poor children has fallen by
1.6 million (10.3 percent).

The availability of Medicaid through non-welfare related routes preserves current
coverage. Although the number of adults and children receiving welfare related Medicaid fell
by about 25 percent, the number who receive non-welfare related Medicaid rose by
approximately 23 percent. This preliminary data indicates that the President has kept his promise
to maintain the Medicaid entitlement and guarantee continued Medicaid coverage to all adults
and children who were then eligible for the program before the passage of welfare reform.

The number of poor people with private health insurance coverage has increased. In
addition to the overall drop in the number of poor people since 1995, the number of poor adults
and children has increased since the advent of welfare reform by 200,000 and 100,000
respectively.
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Table 1: 8 » Allocations and Expenditures fram $500  llan Fund, of 3-89

Total (Bsas and Amount Date by whioh

8Sscondary) State Expeanditures from | %8pent of Remaining of funds muet be

Allacation from 8500 | 8800 million TANF | Total Allocation, as of veed (no Istar
STATE million TANF fungd  1fund, gg 0f3-99 | Alipcation | 3-99
ALABAMA $ 6,504,807 |§ 0 0% S 6,504,807 11/16/8¢
ALASKA & 3,030,335 |$ 7,600 0% 3 3,031,835 07/01/00
ARIZONA $ 7,691,603 |$ 17,801 0% $ 7,873,702 10/01/80 »
ARKANSAS $ 5,006,613 | & 1,117,803 22% $ 3,877,710 07/01/00
CALIFORNIA $ 83,710458 |§ 4,453,488 &% $ 78,286,880 11/26/89
COLORADO $ 5,168,316 |$ 0 0% s 5,168,316 07/01/00
CONNECTICUT 8 5,736,737 |§ 0 0% $ 6,766,737 10/01/89
DELAWARE s 2,801,757 |§ 233 0% H 2,801,524 03/10/00
DISTRICT OF COLUMBIA $ 3,250,072 |§ 0 0% H 3,259,072 03/01/00
FLORIDA s 22282,238 |8 850,856 4% $ 21,311,363 10/01/89 »
GEORGIA $ 11,601,548 |§ 0 0% s 11,581,549 01/01/00¢
HAWAII ] 3,435,742 |& 0 0% 1 3,436,742 07/01/00
IDAHO ] 3,288,535 [$ 641,328 16% s 2,747,207 07/01/00
ILLINOIS $ 10,383,804 |8 16,018 0% $ 18,248,878 Q47/01/00
INDIANA $ 7,545,182 |8 452,521 8% s 7,082,641 10/01/400 °
IOWA $ 4,782,362 |8 2,405,247 50% § 2,377,115 01/01/00
KANSAS S 4,406,366 |$ 389,400 % s 4,106,877 10/01/880 »
KENTUCKY $ 7,268,014 |§ Q 0% $ 7,260,014 10/16/98 *
LOUISIANA $ 9,020,185 |8 0 0% s 9,029,185 01/01/00
MAINE $ 3,669,238 |$ o 0% s 3,569,238 110188
MARYLAND $ 7585043 |§ o 0% s 7.805,843 12/08/08+
MASBACHUSETTE $ 9.463.480 |8 1,886,087 18% § 7,787,503 08/30/88 *
MICHIGAN 3 16,875,445 |$ 2,606,516 16% $ 13,388,920 08/30/69 *
MINNESOTA s 7,708,769 |$ 3,768,870 48% $ 3,810,000 07/1/00
MISSISSIPPL b 8,817,604 |§ 187,878 3% S 6,410,928 10/01/98 ¢
MIESOURI s 8,561,065 |8 3,208,443 38% $ 5,283,522 12/01/96*
MONTANA ] 2,764,134 |8 7.6853 0% S 2,756,481 02/01/00
NEBRASKA $ 3,308,247 |8 ] 0% $ 3.308.247 12/01/09 *
NEVADA S 3,268,808 |$ 3.258,008 100% $ 0 12/03/60+
NEW HAMPSHIARE $ 2,875.052 |5 302,816 1% s 2,673,038 10/01/08 °
NEW JERSEY $ 11,012,253 |§ 3,078,501 28% $ 7,833,682 02/01/00
NEW MEXICQO $ 4,880,333 0% s 4,860,333 Q7/0v/00
NEW YORK § 37,034,658 |$ 387,892 1% H 36,646,884 12/02/98
NORTH CAROLINA $ 11,550,703 |§ 0 0% s 11,560,703 01/01/00
NORTH DAKQTA $ 25379822 |8 47,094 2% $ 2,400,828 07/01/00
QHIO $ 16,800,161 |8 2,015,724 17% $ 13,803,437 10/01/88 -
QKLAHOMA $ 6,938,082 g 201,222 5% $ 6,846,860 10/01/09.
OREGON 5 5,740,856 |$ 1,407 855 26% s 4,243,001 10/01/08 «
PENNSYLVANIA $ 17,663,339 |$ 2,854 0% S 17,650,486 03/03/00
RHODE ISLAND $ 3,459,771 |§ 3.002 0% $ 3,456,769 06/01/00
BOUTH CAROLINA s 8,221,783 |$ 0 0% $ 8,221,783 10/12/80
SOUTH DAKOTA $ 2,642,667 |$ 824,458 3% 8 1,818,138 12/01/89*
TENNESSEE 5 8,250,889 |8 0 0% $ 0.250,889 10/01/09 «
TEXAS $ 27,523,808 |$ o 0% $ 27,523,608 1105/89 ¢
UTAH $ 4,006,172 |$ ] 0% $ 4,008,172 10/01/99 *
VEAMONT 5 2,861,672 |$ ] 0% $ 2,801,872 09/20/98 ¢
VIRGINIA s 8,531,622 |§ 2,020,109 24% 3 6,511,413 02/01/00
WASHINGTON $ 10,443,170 (8 2,364,206 23% s 8,078,065 a1/10/00
WEST VIRGINIA $ 5,420,683 {$ 121,629 2% s 5,288,084 01/11/00
WISCONSIN $ 7,023,786 |§ 40,382 1% $ 6,074,404 0R/AD/GD -
WYOMING 1 2475344 |8 212,028 0% [ 2.26%2.418 61/61/00
TOTAL s 400,826 441 |§ 38,333,778 | 8% § 451,402,663

Sourca: Health Care Financing Administration, financial information; Agency for Children and Famiiles,
dates of fund expiration.
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TANEF, State/Tribal Plan Submissions Chart

Administration for Children and Families

U.S. Department of Health and Human Services

http://www.act.dhhs.gov/news/welfare/stplans.htm

STATUS OF TANF PLANS
as of 9/29/97 10:00.4m

Source: U.S. Dept. of Health & Human Services/Administration for Children & Families

ricacemem WO

et o1
;

States/D.C./Territories submitted: 51

Trlbes submltted 11 1

States/D.C./Territories certified: 51

Tribes certified: 10* 1

States/D.C. pending: 0

Tribes pending;: 1

*NOTE: Tribal plans are approved unlike state and territory

plans which are certified.

1 of3

Wisconsin 8/22/96 9/30/96 1 09/30/96
Michigan 8/27/96 930196 | 09/30/96
[Ohio - 919/96 11/1/96 % 10/01/96. || .~
Florida o096 || 1059 | 100196 | <
Vemont [onoms || Tiems || 0972006
e I L e
Maryland I L L
Oregon l 9/27/96 11/1/96 n 10/01/96

Arizona | | 9730196 1171196 [ _ ~10/01/96

Kentucky | 9730196 | 11/18/96 | 10/18/96

Maine il ToR096 ([ 12279 '! 11/01/96

Oklahoma - _i 9730196 11/1/96 ml 100196
Tennessee _ 1 “....9/30/96 122009 | ..,_._1_0)61/.9_.6“”_
0 N L
Alabama i 10/1/96 12/7/96 | 111509
Comeeion [ o[ e |||
Indiana 1 10/1/96 | 11/1/96 1_ 10/01/96

8/13/99 4:24 PM



TANF State/Tribal Plan Submissions Chart
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LKansas l ‘

10/1/96

http://www.act.dhhs.gov/news/weltare/stplans.htm

| 1219 ]

10/01/96

Louisiana

10/1/96

1/10/97

01/01/97

Mississippi

10/1/96

11/27/96

10/01/96

Missouri

3
i

10/1/96

12/23/96

1 2/01/96

10/1/96

12/7/96

12/01/96

New Hampshlre

10/1/96

1 1/12/96

10/01/96

South Dakota

10/1/96

12/7/96

12/01/96

Texas

10/]/96

1 1/26/96

11/05/96

Red Cliff Band of Lake Superior |
Chippewas (WI)

10/2/96

9/29/97

10/1/97

California

10/9/96

12/7/96

11/26/96

New Jersey

10/15/96

1/29/97

02/01/97

South Carolma

10/12/96

1/3/97

]

10/12/96

10/17/96

12/13/96 ;

12/02/96

Wyommg |

10/17/96

12/23/96

01/01/97

Nevada ?:

10/18/96

12/24/96

12/03/96

North Carolina

1/1 0/97

01/01/97

Montana '

11/1/96

2/13/97

2/1/97

Georgia |

11/15/96

1/21/97

01/01/97

Iowa |

1 1/15/96

1/21/97

01/01/97

West Vrrglma

1 1/26/96

2/13/97

01/11/97

12/4/96

4/2/97

03/01/97

V1rg1ma 1

12/6/96

2/21/97

02/01/97

? 12/12/96

1/14/97 ’

01/10/97

1/9/97

6/27/97

07/01/97

Delaware

1/22/97

4/11/97

03/10/97

!
_ |
|
|

Pennsylvama

1/22/97

4/23/97

03/03/97

Osage Trlbe (OK)

2/21/98

l
'Forest County Potawatom1 (WI) % 3/4/97 6/30/97 7/1/97
Rhode Island I 3/13/97 6/9/97 05/01/97
Klamath Tr1be (OR) 1 3/20/97 ; 5/15/97 7/1/97

¥

8/13/99 4:24 PM
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http://www.actf.dhhs.gov/news/weltare/stplans.htm

New Mexico | 4497 6/5/97 | 07/01/97
Hawaii 4/7/97 6/27/97 ; 07/01/97
Minnesota 5/1/97 7/1/97 } 07/01/97
North Dakota 5/1/97 6/26/97 07/01/97
Colorado —r 5/13/97 - 6/27/97 07/01/97
e O L
Idaho 5/15/97 6/27/97 ; 07/01/97 :
= I L I L
Arkansas 5/21/97 6/26/97 07/01/97 .
Stockbridge-Munsee (WI) 5122197 9729797 0197
Virgin Islands | 522097 6/30/97 07/01/97
Alaska 5/30/97 6/27/97 07/01/97
Sisscton-Wahpeton (SD) || 65697 || 9907 || 10197
e ! S S ______07/01/97_______,
e ! 6/26/97 e e
Indlans i | :
Pascua Yaqu1 (AZ) ‘ 6127197 [ 1 0/2 } /__97" ‘ I 1/1/97
Whlte Mountam Apache i 6/30/97 i 10/24/97 } 1 1/1/97
Southern Callifornia Tribal | 30/0 21598 | 3/1/98
Chairman's Association ! i

Dryartmrat of Brakh snd Boasas Srrviees

Welfure Beform

=== Return to the ACF Welfare Reform Information Main Page

&

This page was last updated on 3/11/98 9:39:22 AMAM
-~ Questions? Contact: ACF Public Affairs: 202-401-9215 or e-mail us.

8/13/99 4:24 PM



OF THE'$500 MILLION FUND FOR

(h) TRANSITIONAL INCREASED FEDERAL MATCHING RATE FOR INCREASED
ADMINISTRATIVE '
COSTS.--

(1) IN GENERAL.--Subject to the succeeding provisions of this subsection, the Secretary
shall

provide that with respect to administrative expenditures described in paragraph (2) the per

centum specified in section 1903(a)(7) shall be increased to such percentage as the Secretary

specifies.

(2) ADMINISTRATIVE EXPENDITURES DESCRIBED.--The administrative expenditures
described

in this paragraph are expenditures described in section 1903(a)(7) that a State demonstrates

to the satisfaction of the Secretary are attributable to administrative costs of eligibility

determinations that (but for the enactment of this section) would not be incurred.

(3) LIMITATION.--The total amount of additional Federal funds that are expended as a result

of the application of this subsection for the period beginning with fiscal year 1997 and ending

with fiscal year 2000 shall not exceed $500,000,000. In applying this paragraph, the

Secretary shall ensure the equitable distribution of additional funds among the States.

(4) TIME LIMITATION.--This subsection shall only apply with respect to a State for

expenditures incurred during the first 12 calendar quarters in which the State program funded

under part A of title IV (as in effect on and after the welfare reform effective date) is in effect.

(i) WELFARE REFORM EFFECTIVE DATE.--In this section, the term "welfare reform date"
means the

effective date, with respect to a State, of title [ of the Personal Responsibility and Work
Opportunity

Reconciliation Act of 1996 (as specified in section 116 of such Act)[328].
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Background:

Section 1931(h) of the Personal Responsibility and Work Opportunity Act provided for a
$500 million fund available to States at enhanced Federal matching rates for certain
administrative expenditures. This provision was implemented in a Federal Register notice
(MB-110-NC) and an All-State Medicaid Director Letter from the Medicaid Bureau, both
dated May 14, 1997. Section 1931(h)(3) of the Act established a $500 million fund and
provided the authority for DHHS to establish a basis for allocating the fund among States.
Section 1931(h)(3) of the Act further stipulates that these funds must be used within “the
period beginning with fiscal year 1997 and ending with fiscal year 2000.”

Section 1931(h)(4) of the Act stipulates that States’ allocations of the $500 million fund
are available for expenditures “incurred during the first 12 calendar quarters in which the
State program funded under part A of title IV (as in effect on and after the welfare reform
effective date) is in effect.” [Part A of title I'V refers to pre-reform provisions-- the
regulations state that these outreach funds are “available ... only during the first 12
calendar quarters in which the State’s Temporary Assistance to Needy Families program
... is in effect after August 21, 1996."}

California’s timeline for TANF implementation:

The “effective date” for California’s TANF program was 11/26/96. This is the date when
ACF “certified as complete” California’s TANF program, notifying the State that their
TANF program met statutory requirements. The approval was not retroactive. HCFA
has interpreted this to mean that the TANF program was in effect during the first quarter

of FY 1997. Hence, the 12 quarter period for California was established as 10/1/96
through 9/30/99.

California began expending TANF funds in December 1996.

California later changed their TANF program by enacting CalWORKS. AB 1542, the bill
that enacted CalWORKS, was signed on August 11, 1997.

The effective date for CAAWORKS was January 1998. The 58 counties began enrolling
eligible recipients into CalWORKS throughout 1998,

California implemented its 1931 group under its Medi-Cal program in January 1998.

California's allocation of funds:

California’s allotment of the Federal outreach funds is $83,719,458. To date, they have
allocated $17.9 million of these funds through contracts with counties. Many counties
have in turn subcontracted with community organizations to carry out outreach activities.
California began claiming the enhanced administrative funds in the quarter ending 9/30/98.
Through the quarter ending 3/31/99, California has claimed $13.1 million.

The State and advocates are concerned that the September 1999 end date for use of the
State’s outreach allocation will occur around the same time that TANF benefits will be
discontinued for many recipient, and when outreach efforts would be particularly useful.
Further, some of the community organizations that have contracted with the State for use
of a portion of these outreach funds have remaining funds available for outreach, should
the State’s end date for use of the funds be extended.
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May 14, 1997

Dear State Medicaid Director:

This letter and attachments provides guidance on how State Medicaid Agencies must report, and
the Health Care Financing Administration (HCFA) will track, certain Medicaid administrative
expenditures and budget projections relating to the provision of the Welfare Reform legislation
(Public Law 104-193, enacted August 22, 1996) the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996 (PRWORA), which established a special $500 million
fund available to States for enhanced Federal matching for such expenditures.

In consultation with State intergovernmental groups, HCFA allocated two amounts from the $500
million fund to each State Agency, to be used for allowable expenditures. The first allocation is a
minimum amount and is generally the same for all States (82 million). States may make claims for
any allowable expenditures against this allocanon at the enhanced Federal matching rate of 90
percent. The second amount differs among States and was based on State specific factors such as
caseload and Medicaid administrative expenditures. States may make claims for allowable
expenditures against this allocation at two rates, 90 or 75 percent, relating to the category of
expenditure.

The allocated funds are available to each State for certain administrative expenditures attributable
to the costs of Medicaid eligibility determmattons related to this Welfare Reform provision and
incurred during the first three years the State’s Temporary Assistance for Needy Families (TANF)
program is in effect, but no earlier than October 1, 1996 and no later than September 30, 2000.

There are 3 attachments to this letter. The ﬁr"st attachment contains more detailed guidance
describing this provision and the reporting requirements that States must follow in order to claim
for allowable expenditures at the enhanced Federal matching rates. The second attachment is a
chart showing the States' allocations from the $500 million enhanced Federal matching Fund.
The third attachment is the Federal Register notlce (MB-103-NC) implementing this provision.

If you have any questions or require further mformatxon, please contact your HCFA Regional
Office.

\
Sincerely,
I8/
Judith D. Moore

Acting Director
Medicaid Bureau
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ATTACHMENT |
STATE REPORTING OF EXPENDITURES[ AND BUDGET PROJECTIONS RELATING
TO $500 MILLION ENHANCED FEDERAL MATCHING FUND

B ung - Repeal of t Program.  Title I of the Personal Responsibility and
Work Opportunity Reconciliation Act of 1996 (PRWORA) replaced the open-end funded Aid to
Families with Dependent Children (AFDC) cash, assistance program with the block grant funded
Temporary Assistance for Needy Families (TANF) program. Previously, receipt by a family of
cash assistance under the AFDC program conferred automatic Medicaid eligibility. Under section
1931 of the Social Security Act (the Act), as amended by section 114(a) of PRWORA, in genersl
State agencies must provide Medicaid eligibility to those low-income families meeting the
eligibility requirements for AFDC under the States’ AFDC State plans in effect as of

July 16, 1996.

$500 Million Fund Established.  To assist State Medicaid agencies with the additional
Medicaid administrative expenditures that they will incur as a result of determining AFDC-related
Medicaid eligibility, section 1931(h) of the Act, established a $500 million enhanced Federal
matching fund and directed the Secretary of the Department of Health and Human Services to
ensure the equitable distribution of the fund among the States and territories.

ions Of The d Fo h Sta In consultation with State intergovernmental
groups, the Health Care Financing Administration (HCFA) allocated two amounts to each State
agency from the $500 million fund: a minimum (Base) Allocation which is generally the same for
all States ($2,000,000); and an additional amount (Secondary Allocation), which differs among
States and was allocated in accordance with a formula based on State specific factors such as
caseload and Medicaid administrative expenditures. State agencies may claim Federal funding for
allowable activities against the Base Allocation at a 90-percent enhanced Federal matching rate.
States may claim Federal funding for allowable activities against the Secondary Allocation at two
rates: a 90-percent enhanced Federal matchmg rate for specified activities considered critical to

protecting recipients; and a 75-percent enhanced Federal matching rate for other allowable
activities.

Period for Which Enhagced Funds Are Available, A State agency may claim enhanced
Federal matchmg funds for allowable expendltures incurred during the first 12 calendar quarters
(3 years) in which the State’s TANF programi is in effect. Furthermore, the enhanced Federal
matching funds are only available for allowable expenditures for the period beginning with Federal

fiscal year 1997 (that is October 1, 1996) and ending with Federal fiscal year 2000 (that is,
September 30, 2000).

One Enhanced Federal Matching Rate for the Base Allocation. We established the higher
90-percent enhanced Federal matching rate assocwtcd with the Base Allocation to recognize the
pressing startup and other common costs among States related to the transition from AFDC to

the TANF program. The higher Federal matching rate for the Base Allocation will help expedite
funds to States for such costs.
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: ing R iop. We established the
two enhanced Federal matchmg rates assocxated thh the Secondary ‘Allocation to recognize two
priorities of activities related to this provision, Items of the highest priority are indicated in the
Allowable Activities section below by an asterisk (*) and are claimed at the higher 90-percent
Federal matching rate. These items are associated with beneficiary oriented activities such as
outreach, public service announcements, and education. The higher 90 percent enhanced rate
encourages such activities and recognizes the importance of ensuring that individuals do not lose
their eligibility inappropriately, are correctly determined (or redetermined) eligible, and
understand program requirements during the critical period of transition to TANF. The lower
75-percent enhanced Federal matchmg rate addresses the other activities performed during the
transition period.

A_!Imgbné_mm_g,‘ Expenditures for activities allowable for enhanced Federal matching funds
under this provision include only those that would otherwise be Federally matched as Medicaid
administrative expenditures at a SO percent rate under section 1903(a)(7) of the Act. These are
expenditures attributable to the increased administrative costs of Medicaid eligibility
determinations end directly related activities incurred because of the transition from AFDC to
TANF, and resulting from the enactment of sectlon 1931 of the Act. For example, expenditures
related to new Medicaid eligibility workers (mcludmg outstationed eligibility workers) hired by a
State to implement the provisions of section 1931 of the Act would be allowable at the enhanced
Federal matching rates. In addition, PRWORA activities performed by current eligibility workers
would be allowable at the enhanced Federal matching rates. On the other hand, expenditures
related to activities of outstationed eligibility workers who determine Medicaid eligibility for
Supplemental Security Income (SSI) related individuals, such as the aged and disabled, or other
non-PRWORA activities would not be allowable at the enhanced Federal matching rates.

With respect to the Base Allocation all of the allowable activities on the following list would be
claimable at the 90 percent enhanced Federal matching. With respect to the Secondary
Allocation, those allowable activities indicated with an asterisk (*) would be claimable at the 90
percent enhanced Federal matching rate. The other allowable activities with no asterisk would be
claimable against the Secondary Allocation a1 the 75 percent enhanced Federal matching rate.

° Educational activities (relating to current or potential beneficiaries). *
|
° Public service announcements (PSAs).*
° Outstationing of eligibility workers (more workers or new locations, for example,

churches, day care centers, WIC offices, health care providers).*
|

° Training related to the sectién 1931 provisions--*

Eligibility workers |
Providers }
Outstationed eligibility workers and other individuals
Community
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° Outreach activities (for example, general or targeted mailing campaigns, contracts
to assist beneficiaries with the redetermination process).*

° Developing and disseminating new publications (targeted to at-risk populations).*

° Local community activities (for example, meetings with community leaders and
speeches to community groups).®

L Hiring new Medicaid eligibility workers (related to section 1931 determinations).

° Designing new eligibility forms, t“or example, a single application for TANF and
Medicaid whether eligibility is linked or not.

] Identification of “at-risk® TANF recipients (in this context, at-risk refers to
vulnerability to losing Medicaid eligibility as a result of the TANF provisions).

. State and local government orgamutlonal changes related to the section 1931
prowsmns

° Intergovernmental activities.
L Eligibility systems related changes.

° Other activities identified by States and approved by the Secretary as
applicable to the enhanced matchmg fund provisions.

In order for State agencies to claim Federal fupds for these allowable activities at the appropnate
enhanced Federal matching rates associated with the two allocations, and for HCFA to properly
track State expenditures against the allocatxons, States will need to report the expenditures on the
Form HCFA-64 (Quarterly Medicaid Statement of Expenditures for the Medical Assistance

program) and Form HCFA-37 (Medicaid Program Budget Report), as described in the sections
below. 7

RTING EXPENDITURES FOR STATE AND LOCAL AD N-
FO A-64.10 AND 64.10P |
Wai hedul Fo -64.10/1 In order for State agencies to claim

Federal funds for allowable adxmmstratwe actmtles at the correct enhanced Federal matching
rates associated with the Base and Secondary Allocations, and for HCFA to track State
expenditures against the two allocations, States must create two separate waiver schedules for the
Form HCFA-64.10, one for each of the two allocations. Note, line 14 of the Form HCFA-64.10
has previously allowed Federal share entries to be reported only in column (d) at the 50 percent
rate. In order to allow the reporting of expenditures at the enhanced Federal matching rates of 90
and 75 percent, the Medicaid Budget and Expenditure System (MBES) has been modified to
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allow entries to be reported on the Form HCFA-64.10 in columns (b) at 90 percent, and (c) at 75
percent.

Base Allocgtion. In order to report and clanm expenditures against the Base Allocation at the
associated 90 percent Federal matchmg rate, the State must create a waiver schedule of the Form

HCFA-64.10, indicating “TANF" in the ‘TYPE OF WAIVER" block and “BASE ALLOC" in the
“WAIVER NUMBER" block. All allowable expenditures for which States are claiming against
the Base allocation must be reported on line 14 (OTHER FINANCIAL PARTICIPATION) of
this waiver schedule of the Form HCFA-64.10. The total computable amounts must be reported
in column (a) and the (90 percent) Federal share amounts must be reported in columns (b) and (f).

n ocati In order to report and claim expenditures against the Secondary_
Allocatjon at the associated 90 and 75 percent Federal matching rates, the State must create a
waiver schedule of the Form HCFA-64.10, indicating “TANF" in the “TYPE OF WAIVER" block
and “SECONDARY ALLOC" in the “WAIVER NUMBER" block. All allowable expenditures
for which States are claiming against the Secondary allocation must be reported on line 14
(OTHER FINANCIAL PARTICIPATION) of this waiver schedule of the Form HCFA-64.10.

The sum of all the total computable amounts for both the 75 percent and the 90 percent activities
must be reported int column (a). The 90 percent Federal share amounts must be reported in
column (b) and the 75 percent Federal share amounts must be reported in column (). The sum of
the Federal share amounts reported in columns (b) and (c) must be reported in column (f).

Base Form of the Foym HCFA-64,10. L'ine 14 of the base form of the Form HCFA-64,10
must include the combined totals in each of the columns from all the “TANF" waiver forms, as
well as the usual current administrative e:cpendxtures reported by the States on this form. Note,
any entries on the base form of the Form HCFA-64.10 in columns (b) at 90 percent-and (c) at 75
percent must reflect only the TANF expenditures related to the Base and Secondary Allocations.

The followmg example illustrates how to complete the Form HCFA-64.10/10p.
|

Example. For the third quarter of FY 1999 the State has the following current
quarter total computable “Other Financial Participation” administrative expenditures:
|

® $100,000,000 in regular Medicaid administrative expenditures
° $6,500,000 in total administrative expenditures for allowable TANF related
activities:
$1,000,000 in expenditures for TANF activities to be applied towards the
Base Allocation at 90 percent.
/

33,000,000 in expenditures for TANF activities to be applied towards the
Secondary Allocation at 90 percent.

$2,500,000 in expend‘itures for TANF activities to be applied towards the
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Secondary Allocation at 75 percent.
|

$50,000 in prior period expenses) In addition to the above current quarter
expenditures, in the third quarter of FY 1999 the State has $50,000 of total
computable allowable TANF related expenditures related to a prior period, FY_
1998, to be reported against the Secondary Allocation at 75 percent.

In order to report the above regular and TANF related administrative expenditures, the

State will need to do the following:
e  For the Base Allocation current quarter expenditures, create a Form HCFA-64.10

waiver schedule for the third quarter of FY 1999, indicating on line 14 $1,000,000

in Column (a) and $1,000,000 in column (b). The system will calculate the federal

share of $900,000 (50 percent of $1,000,000) for column (b) and report $900,000
in column (f). Indicate “TANF" as the Type of Waiver and “BASE ALLOC" as the
Waiver Number. Indicate June 30 1999 in the Quarter Ended block.

For the Secondary Allocation aiirrent quarter expenditures, create a Form
HCFA-64.10 waiver schedule for the third quarter of FY 1999, indicating on line
14 $5,500,000 ($3,000,000 p]us $2,500,000) in column (a), $ 3,000,000 in
column (b), and $2,500,000 in column (c). The system will compute $2,700,000
in column (b) (90 percent of $3,000,000), $1,875,000 in column (c) (75 percent of
$2,500,000) , and $4,575,000 iﬂ column (£) ($2,700,000 plus $1875,000).

Indicate “TANF” as the Type of Waiver and “SECONDARY ALLOC" as the
Waiver Number. Indicate June 30, 1999 in the Quarter Ended block.

Bagse Form HCFA-64.10, For line 14 of the third quarter FY 1999 current
quarter expenditures base Form HCFA-64.10, indicate $106,500,000 total
computable in column (a), $4,0000,000 in column (b), $2,500,000 in column (c),
and $100,000,000 in column(d). The system will compute $3,600,000 (Federal
share at 90 percent) in column (b) $1,875,000 (Federal share at 75 percent) in
column (c), $50,000,000 (Federal ghare at 50 percent) in column (d), and
$55,475,000 total Federal sha.re in column f). Indicate June 30, 1999 in the
Quarter Ended block.

For th 1998 prio iod itures icable to eco All
create 2 Form HCFA-64.10p waiver schedule for FY 1998, indicating on line 14
$50,000 in columns (a) and (c). The system will compute $37,300 (75 percent of
$50,000) in columns (c) and (f). Indicate “TANF" as the Type of Waiver and
“SECONDARY ALLOC" as the Waiver Number, Indicate June 30, 1999 in the
Quarter Ended block. Indxcate 1998 in the Fiscal Year block.

Form HCFA-64. 'Fmaliy, the total computable amounts of
$106,500,000, and the associated Federal shares of $55,475,000, for the current
third quarter of FY 1999 (whi‘ch were reported on the base Form HCFA-64.10),
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will be included on line 6 in colm‘nns (c) and (d) of the summary Form HCFA-64.

The total computable amount of | $50,000, and the associated Federal shares of
$37,300 for the prior period FY 1998, will be included on line 7 in columns (c) and
(d) of the summary Form HCFA-64

Section 1931(h) of the Act provides for enhanced Federal matching for States’ claims against the
Base and Secondary Allocations. These enhanced Federal matching rates are in addition to
Federal funds that would ordinarily be avzulable for such expenditures at the 50 percent matching
rate available under section 1903(a)(7) of the Act Therefore States’ claims for allowable
administrative activities will reduce their Base and Secondary Allocations only by the amounts
that are in excess of the usual 50 percent Federal matching rate, and not by the entire Federal
matching amount. Specifically, States’ allocations will be reduced by the amount of the claim
multiplied by the difference between the enhanced Federal matching rate percentage and the
(usual) 50 percent rate.

Using the example above, the State’s allocations would be reduced by the following:

° The Base Allocation would be reduced by $400,000 (900,000 - $500,000) with
respect to the total computable expenditure of $1,000,000, which received 90
percent Federal matching.

® The Secondary Allocation would be reduced by $1 200,000 ($2,700,000 -
$1,500,000) with respect to the total computable expenditure of $3,000,000,
which received 90 percent Federal matching,

] The Secondary Allocation would be reduced by $625,000 (31,875,000 -
$1,250,000) with respect to the total computable expenditure of $2,500,000,
which received 75 percent Federal matching.

® The Secondary Allocation would be reduced by $12,500 ($37,500 - $25,000) with
respect to the prior period total computable expenditure of $50,000, which
received 75 percent Federal matchmg

The above amounts will be tracked against the States’ respective Base and Secondary Allocations
by the grants analysts in the HCFA’s Medxcald Bureau and reflected in the quarterly grant awards
for each State. |

IBLE RE N OF FUNDS; KING ALLOWABLE
EXPENDITU R THE ALLOCATIONS ARE

r
Once a State’s has claimed up to its Base and Secondary allocations (that is, the State’s
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allocations have been reduced to $0) Federal funds will only be available for allowable
expenditures at the usual 50 percent matching rate. However, it is possible that certain States
may never reach their allocations; that is, they may not incur sufficient expenditures during the
applicable period to use up their entire allocatior‘lxs. If there are such unused funds, HCFA would
reallocate the unused Federal funds to those other States that may have incurred allowable
expenditures in excess of their allocations during the applicable period, if the excess allowable
expenditures have been reported appropriately.

In order for HCFA to reallocate any potential unused amounts from the $500 million fund to
those States that may be able to use them, and for such States to claim the reallocated fund at the
enhanced Federal matching rates, the States will need to continue to report and HCFA will need
1o continue to track the amounts of allowable expenditures incurred by such States during the
applicable period under these provisions. This would need to be done even after the States have
reached their allocations in order for HCFA at the time of reallocation to identify and match the
expenditures at the appropriate enhanced Federal matching rate. Therefore, States that want to
be eligible for any potential reallocation will need to continue to report allowable expenditures,
even after they have reached their allocations.

However, after a State has claimed up to its allocations, but prior to the availability of any
reallocation, HCFA would have to defer or dis;izllow claims for allowable expenditures at the
enhanced Federal matching rates, if the State were to continue to report and claim the
expenditures at the 90/75 percent enhanced Federal matching rate on line 14 columns (b) and (c)
of the waiver schedule of Form HCFA-64.10/10p. That is, prior to the availability of any
reallocated amounts, Federal funds would not yet be available for States’ claims which are in
excess of their State allocations at other than the 50 percent rate and amounts of claims in excess
of 50 percent would have to be deferred or disatlowed.

In order to avoid the need for deferral or disallowance actions yet still provide information that
would be used by HCFA to pay claims against “potential reallocated funds, States should continue
to report the allowable expenditures in excess of its allocations, but only at the 50 percent rate, on
line 14 in column (d) of the Secondary Allocation waiver schedule of Form HCFA-64.10/10p.
Since these amounts will only be reported in the 50 percent column (d) on line 14, the State will
also need to distinguish between amounts of the allowable expenditure that would be claimed at
90 or 75 percent. In order to properly distingtfish these expenditures, States should use the
narrative sheet of the Form HCFA-64 to indicate and separately identify the amounts of the
expenditures that would have been claimed at 90 percent and at 75 percent.
Example, A State has claimed up to its Base Allocation and Secondary Allocation by
the end of FY 1998 (September 30, 1998). In the first quarter of FY 1999 the State has
allowable TANF related expenditures which otherwise could have been claimed at the
enhanced Federal Matching rates of 90 percent and 75 percent in the total computable
amounts of $1 million and $2 million, respectively. On line 14 of the Secondary
Allocation waiver schedule of the Form HCFA-64.10, the State should report $3 million
($1 million plus $2 million) in the tota% computable column (a) and $1.5 million (50
percent of $3 million) in the SO percent Federal matching rate column (d). On the

cuid b blbd P.lb/ 12
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narrative sheet of the HCFA-64, the State should indicate to the effect:. “The $3 million
total computable TANF related expenditures reported on line 14 in column (8) of the
Secondary Allocation waiver schedule of the Form 64.10, represents $1 million in
allowable expenditures for activities that; could otherwise have been claimed at an
enhanced Federal matching rate of 90 percent, and $2 million at 75 percent, except that
the State has already claimed up to its TMF allocation.”

PR B T REPQRT F 'A-37.10

States must include and report all allowable TANF expenditures on line 14, Other Financial
Services, of the Form HCFA-37.10. Include and enter the total computable portion in column A
and the Federal share in column B. This line will no longer automatically calculate the Federal
share in column B. After entering the total corr.'.putable amount you must calculate the Federal
ghare in order to receive reimbursement gince line 14 will now reflect the multiple Federal
matching rates. In order for HCFA to relate the amounts indicated on line 14 to the TANF
provisions, the State must indicate in the narrative section of the Form HCFA-37.12 the amount
of TANF expenditures they are requesting for both the Base and Secondary allocation. The
example below illustrates the completion of the Form HCFA-37.

: | .
Example. For FY 1999 the State projects the following (dollars are in thousands):

® $100,000 in total computable regular line 14 Other Financial Participation
administrative expenditu‘res, to be Federally matched at 50 percent. The
projected Federal share ?f this amount would be $50,000.

o $1,000 in total computable expenditures to be applied against the base
allocation at the 90 percent Federal matching rate. The projected Federal
share of this amount would be $900.

|

° $3,000 in total computable expenditures to be applied against the
secondary allocation at the 90 percent Federal matching rate. The
projected Federal Sharelof this amount would be $2,700.

|

. $2,550 in total wmputghle expenditures to be applied against the
secondary allocation at the 75 percent Federal matching rate. The
projected Federal share of this amount would be $1,913.

In accordance with this information thé State must complete the Form HCF A-37 as
follows: |

!
® On the Form HCFA-37.10, the State must report the following for budget
year FY 1999 |

$106,550 (SIOQ,OOO + $1,000 + $3,000 + $2,550) on line 14

column A, J
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$55,513 ($50,000 + $900 + $2,700 + $1,913) on hne 14 in
column B.

In the narrative section of the Form HCFA-37.12 the State must indicate
language to the effect for FY 1999:

“Explanation of Line 14 of the Form HCFA-37.10. The $106,550
Other Financial Participation total computable expenditure amounts
includes $100 OOOJm regular expenditures Federally matchable at
50 percent, and “Section 1931 related TANF expenditures” as
follows: $1,000 applicable towards the Base Allocation and
Federally matchable at 90 percent, $3,000 applicable to the
Secondary Allocation and Federally matchable at 90 percent, and
$2,550 applicable to the Secondary Allocation and Federally
matchable at 75 percent. The $55,513 Other Financial Participation
Federal Share expenditure amounts reflects the above total
computable expenditures at the respective Federal Matching rates:
$50,000, $900, $2,700, and $1913.”

TOTAL P.12
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§800 MILLION ENHANCED MATCH ALLOCATION PERIOD

ALABAMA 10/1/96 - 9/30/89
ALASKA TIART TI1RT - 6/30/2000
ARIZONA 10/1/96 10/1/96 - /3099
ARKANSGAS 77187 7/1/97 - 873072000

[ CALIFORNIA 117268 10/196 -9/30/09 |
COLORADO 71187 7117 « 8/30/2000
CONNECTICUT 10/1/98 10/1/96 - 93079
DELAWARE - 31087 117 - 1231709
DISTRICT OF COLUMBIA si1/a7 1187 - 123189
FLORIDA 10/1/98 10/1/96 -9/30/%9
GEORGIA 17197 17197 . 12/31/9%
GUAM 7T ~ 7/1%7 - 3072000

| HAWAII 7Y 7/1197 - 6/30/2000
IDAHO T1mT 7117 - 8/30/2000
iLLINOIS 797 711797 - 6/3012000
INDIANA 10/1/96 10/1/96 - 9/30/89
IOWA T\ 11NT - 123189
KANSAS 10/196¢ 10/1/96 - 9/30/89
KENTUCKY 10/19/98 10/1/96 - 9/30/99
LOUVISIANA 17197 1187 - 1231/89
MAINE 11110¢ 1071798 - 5/30/39
MARYLAND 124/96 10/1/96 - 8/30/99
MASSACHUSETTS 9/30/86 10/1/96 - 9/30/89
MICHIGAN 9/30/98 10/1/96 - 9/30/99
MINNESOTA 71197 7187 - 6/30/2000
MISSISSIPPI 10/1/98 10/1/96 - 8/30/99
MISSOURI L 121198 10/1/98 - 9/30/99
MONTANA | 12/16/98 10/156 - /3099
 NEBRASKA 12198 10/1/98 - 9730/%%
NEVADA 127388 10/1/96 - 8/30/89,
NEW HAMPSHIRE 10/1/%6 10/1/96 - B/30/89
NEW JERSEY 2/1097 111197 - 12/31/99

| NEW MEXICO 7197 7/187 - §/30/2000
NEW YORK 127298 10/1/98 - 9730780
NORTH CAROLINA R 1187 - 1231739
NORTH DAKOTA T T1mT 71497 - 83072000
OHIO T 10/1/08 10/1/96 - 9/30/95
OKILAHOMA 10/108 10/1/96 . 8/30/990
OREGON 10/1796 10/1%6 - 9/30/99

| PENNSYLVANIA a3t 1187 - 123189
PUERTO RICO TimRT TIART - €/5072000
RHODE |SLAND [ e1m’T /187 - 313120600
SOUTH CAROLINA I 10/12/98 10/1/96 - 8/30/89 |
SOUTH DAKOTA T 121196 101788 - $730/49
TENNESSEE T 10/1W6 10/1/96 - 9730799 |
TEXAS 117806 10/1796 - 8/30/00
UTAH T 10/1/86 10/196 - 973099 |
VERMONT . e/20/98 10/196 - 13099
VIRGINR — 2197 1/1W7 - 12R 18 |
VIRGIN ISLANDS T 7T 7HR7 - 673072000
WASHINGTON 1087 11797 - 12731799 |
WEST VIRGINIA T 1UIRT 1187 - 123199
WISCONSIN 9/30/98 10/1/68 - 9730799 .

[ 4 V-2 474
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Declining Medicaid Rolls
Introduction

This memo presents preliminary findings concerning welfare reform and dynamics in both
welfare caseload and Medicaid enrollment. The findings are based on analyses of program data
and the Current Population Survey (CPS) from 1995 through 1997, and on research on the
subject and reports from the field. .

Attachment 1 is a table that displays the data used for the analysis presented here. Attachment 2
outlines research that is underway or planned, and describes the efforts the Department and other
parties are making to improve Medicaid outreach and increase participation among eligible
children and families.

Background

Until passage of the Personal Responsibility and Work Opportunities Reconciliation Act of 1996
(PRWORA), eligibility for Medicaid was automatic for those receiving cash assistance under the
Aid to Families with Dependent Children (AFDC) program. PRWORA replaced AFDC with a
new program of block grants to the states — Temporary Aid to Needy Families (TANF) — and
severed the historical linkage between welfare and Medicaid eligibility for families. Also,
together with sweeping changes in immigration law, PRWORA restricted the eligibility of new
immigrants for Medicaid and welfare.

In a specific effort to preserve Medicaid coverage for those affected by welfare reform,
PRWORA required states, under a new section 1931, to continue to provide Medicaid to families
who meet the AFDC eligibility criteria that were in effect on July 16, 1996' — regardless of
whether they are eligible for cash under their states’ new TANF programs. Thus, states must, at
a minimum, maintain their old AFDC eligibility criteria for purposes of determining Medicaid
eligibility, even though they apply different eligibility criteria for TANF. However, under
section 1931, states also have flexibility to expand Medicaid coverage beyond previous levels.

Acknowledging the new administrative burden on states that resulted from delinking Medicaid
from cash receipt, PRWORA provided $500 million in enhanced matching funds to help states
cover the increased costs associated with outreach and Medicaid eligibility determinations in the
new environment. The law also gave states two new Medicaid options -- presumptive eligibility
for children and 12-month continuous eligibility -- to improve coverage among poor families.
Since PRWORA passed, HCFA, the Department, and others have undertaken substantial efforts
to improve Medicaid outreach and increase the participation of eligible children and families at
risk of losing Medicaid -- or never enrolling -- as a consequence of welfare changes. Further,
the Children’s Health Insurance Program (CHIP) provides a new mechanism for finding
Medicaid-eligible children.



Current Findings

State variation in the timing and character of welfare reform, and variation in Medicaid policies
and economic conditions, pose a formidable challenge to research aimed at defining or modeling
the impact of welfare reform on Medicaid enrollment dynamics. Also, the state and national data
necessary for such analysis are only gradually becoming available. For all these reasons,
research is still at an early stage. Nonetheless, the following important preliminary findings can
be drawn from data on poverty, welfare, and Medicaid (see Attachment 1).

* Raw Poverty Numbers are Down -- Between 1995 and 1997, the total population in
poverty fell by 800,000 (2.3%). A drop of 600,000 in the number of poor children made
up a significant share of the decline. These declines continued a downward trend in
poverty numbers that began with this Administration. Since 1993, the number of poor
adults has fallen by almost 4 million (9%) and the number of poor children has fallen by
1.6 million (10.3%).

* But Poverty Rates Have Changed Little -- Although the number of poor fell between
1995 and 1997, the poverty rate among adults fell only from 13.8% to 13.3% in this
period, and the poverty rate among children fell by just under one point, from 20.8% to
19.9%. Nonetheless, these declines in the poverty rate continue a trend that began under
this Administration: in 1993, the poverty rate among adults was 15.1% and the poverty
rate among children was 22.7%.

* Welfare Rolls Are Falling Much Faster than Poverty -- From 1995 to 1997, when the
population in poverty fell by 800,000, the average monthly welfare caseload dropped by
3 million -- a 23% decrease. The data show that the drop in welfare caseload appears to
be accelerating rapidly: from 1995 to 1996, caseload fell by about I million; from 1996
t01997 caseload fell by an additional 2 million; and the newest available data, from 1997
to June 1998, show that the welfare caseload fell by another 2 million.

* Medicaid Enrollment Is Dropping Much Less than Welfare Caseload -- In contrast to the
3 million (23%) drop in welfare caseload from 1995 to 1997, the number of people
enrolled in Medicaid fell by 1.1 million (2.7%) over this period. Although the number of
adults and children receiving welfare-related Medicaid fell by about 25%, the number
who receive non-welfare-related Medicaid rose by 23%. Because the increase in
non-welfare-related Medicaid was not large enough to completely offset the decrease in
welfare-related Medicaid, there were 600,000 fewer adults and 700,000 fewer children on
Medicaid in 1997 than in 1995. '

* The Uninsured Rate and the Private Coverage Rate Among the Poor Have Both
Increased -- Despite the overall drop in the number of poor people since 1995, the
number of poor adults and children who have private coverage rose by 200,000 and
100,000 respectively. At the same time, the number of poor adults and children who are



uninsured increased by about 250,000 each.
Discussion

It appears from the data that many low-income families -- especially children -- who can qualify
for Medicaid through eligibility groups that are not tied to welfare are now being covered under
such other categories. However, the net loss of 1.1 million people enrolled in Medicaid still
warrants attention to ensure that those whose economic status has not improved, but who have
been affected by welfare reform, make the transition from welfare-related to non-welfare-related
Medicaid coverage.

It is unlikely that the 1.1 million-person decrease in the Medicaid rolls translated strictly into
coverage losses among the poor. While the number of poor adults and children who were
uninsured did indeed rise over this period (by 250,000 each), so did the number with private
coverage (by 200,000 and 100,000, respectively). In addition, some of those no longer covered
by welfare-related Medicaid could have been among the 800,000 people lifted out of poverty
altogether; in that case, we can only speculate about whether they obtained private coverage or
became uninsured as a result.

In short, the data suggest that despite the changes in welfare, the availability of Medicaid through
non-welfare-related routes preserved coverage to a substantial extent. The Medicaid caseload
drop in the poorest group bears watching, and closer study of the transitions experienced by this
population since welfare reform is critical to better identification of gaps and better targeting of
outreach. The 2.7% drop in total Medicaid enrollment also warrants notice, as net increases in
Medicaid caseload might have been expected over this period if the phase-in of poverty-level
children continued to add children to the rolls, and if section 1931 maintained enrollment of
families, as intended.

The apparent acceleration of welfare caseload declines -- the rolls dropped by 1 million between
January 1997 and June 1998 alone -- argues for careful monitoring with regard to Medicaid
enrollment dynamics. Because the availability of Medicaid data lags behind welfare data, it
remains to be seen whether non-welfare-related Medicaid eligibility continued to preserve
coverage for the increasing numbers of people not on welfare, as well as it appeared to between

1995 and 1997.
Other Study Findings
The data findings of Medicaid coverage declines and rising uninsurance among the poor are

consistent with the results of various studies that have specifically examined Medicaid
enrollment and participation in relation to changes in welfare and immigration policy, as follows.

Medicaid caseload analysis



In an analysis for the Urban Institute’s Assessing the New Federalism (ANF) project,
Ellwood and Ku analyzed Medicaid caseload changes between 1995 and 1996. They
found a net decline of nearly 2 percent in Medicaid enrollment of children and
non-disabled adults — the first downturn in nearly a decade of eligibility expansions and
rising Medicaid participation rates.’

Analyzing state Medicaid enrollment data from five states, Ellwood found enrollment
drops from January 1995 to January 1998 of 12 to18 percent in New York, California,
and Florida, and 29 percent in Wisconsin. Only Minnesota showed an increase, of 1
percent. However, this study did not track the insurance status of those who left
Medicaid to determine what proportion found private coverage and what proportion
became uninsured.

An analysis of administrative data from Los Angeles County generated important
findings regarding immigrants. Applications for Medicaid and welfare benefits by
non-citizen-headed families declined sharply following enactment of PRWORA, while
approvals of citizen cases did not change. Approvals of non-citizen-headed cases fell by
52% between January of 1996 and 1998, explaining the entire 23% drop in total
approvals over the period. Non-citizen applications for Medicaid-only benefits also
declined. Finally, the number of citizen children of non-citizen parents applying for
Medicaid and welfare declined sharply -- approved applications dropped by 48% between
January of 1996 and 1998, compared to a 6% increase for citizen children of citizen
parents during the period.

Studies of welfare “leavers”

*

Preliminary 1997 results from the National Evaluation of Welfare-to-Work Strategies
(formerly the JOBS evaluation) indicate that as members of both experimental and
control groups left AFDC in increasing numbers, health coverage among both groups
declined. Evaluation sites that experienced greater impacts on employment and welfare
receipt typically also had greater reductions in health coverage among the treatment
group, despite increasing rates of employer sponsored insurance (ESI), because more
families lost Medicaid than gained ESI. These findings will be addressed in greater detail
in a forthcoming report.

In a widely cited 1989-92 analysis of families leaving welfare, uninsurance among
mothers exiting welfare was found to rise over the three years they were followed, from
23 to 45 percent. The study findings highlight the particular exposure of mothers, who
are not protected by poverty-related Medicaid eligibility, and also the importance of
Medicaid during the early period following exit, when low-wage work without ESI is
typical.’

A May 1997 GAO study of three states showed that, despite continued eligibility for
Medicaid, participation plummeted in households where welfare benefits were



terminated. Before termination, Medicaid participation ranged from 84 to 100 percent
across the three states; after termination, the rates ranged from 26 to 61 percent.*

The finding of decreased Medicaid enrollment is also typical of states’ own studies of
their welfare “leavers.” ESI increases have not offset these reductions in Medicaid
enrollment.’

Effects of Re-engineering Welfare

Welfare reform profoundly changed both the administration of welfare and welfare “culture” in
the states. The major restructuring of the welfare system and related operational challenges, and
transformation in public attitudes toward welfare, may cause reduced participation in Medicaid
as well as welfare during this period of fundamental transitions.

%

As welfare offices are transformed into “job centers” and former caseworkers are
re-trained as “job counselors,” the new emphasis on job placement and reducing
dependency may be eclipsing any focus on determining eligibility for medical (and food)
assistance, despite their importance as work supports.

Former welfare caseworkers, who in their new role, become front line Medicaid
eligibility workers, may actually have little or no training or experience making Medicaid
eligibility determinations. They may not understand that, unlike before, Medicaid
eligibility for applicants does not flow strictly from receipt of cash benefits, and that
applicants who do not qualify for TANF must be evaluated separately for Medicaid
eligibility under section 1931.

The profound changes in public attitudes toward welfare and in welfare itself (e.g., time
limits) may result in fewer people entering welfare/job offices. Non-participation in
welfare may cause non-participation in Medicaid as well if those who decline to apply for
TANF do not make contact with the Medicaid program otherwise.

Reports from the field provide mounting evidence that misinformation, confusion, and
discouraging messages also contribute to suppressed Medicaid enrollment among eligible
children and families, including immigrants.

The New York Times recently reported that welfare offices in New York City, which are
actively discouraging application for welfare, are also systematically failing to provide
and process applications for Medicaid (and Food Stamps) promptly, despite clear federal
policy guidance that they do so. City statistics show that while 53 percent of the people
who asked to apply for welfare, food stamps and Medicaid were successful in the past,

about 25 percent receive benefits at the city’s new “job centers.”

Conclusion



The net results of the latest data and research in this area counsel both concern and optimism.
Medicaid enrollment is down overall during a period when increases might have been expected.
Moreover, the fact that the net drop results from the decline in enrollment in the poorest
Medicaid coverage group implies a need for more outreach to those who have dropped from the
welfare caseload but remain eligible for Medicaid.

At the same time, the data indicate that the drop in Medicaid enrollment is nowhere near the level
that many worried would result from welfare reform. A significant number of those no longer
qualifying for welfare-related Medicaid appear to be finding their way into Medicaid through
other eligibility pathways. Some of those who do not show up on the Medicaid rolls are families
whom the economy has boosted out of poverty and/or into jobs with insurance. Some, like many
young adults, do not realize the importance of having health insurance for themselves and their
children. But clearly, some leaving the welfare-related Medicaid rolls, and some who do not
show up in Medicaid as a result of the immigrant policy changes, are becoming uninsured.

The data findings should be considered preliminary and tentative and some caveats should be
noted. The data sets analyzed measure different periods of time and they measure in
substantially different ways. Furthermore, the data instruments are not sensitive to volatility in
income, employment, and coverage within a year that undoubtedly complicate the results.
Finally, the data cover only two years; as data from subsequent years become available, the
longer series will provide a more reliable picture of trends in poverty and program participation.

Especially given reservations about the data currently available for analysis, other research and
reports from the field are important sources of information and insight, and should help guide
future study and monitoring efforts. It is clear from a mounting body of such work that
confusion about eligibility, both in the public and among eligibility workers in state and local
offices, is a consequence of the delinkage of Medicaid from welfare. The separate processing of
Medicaid applications for those who are denied welfare benefits may not occur promptly or
automatically. Formal and informal welfare diversion programs probably produce diversion
from Medicaid as well, because while the programs are decoupled, many continue to believe that
eligibility for them remains linked. If eligible families fail to become enrolled in Medicaid for
any of these reasons, then the work support offered by transitional Medicaid will also remain
unrealized. Finally, the welfare and immigration changes that have transformed the program
have also changed the larger “culture,” sending new messages that discourage participation, not
only in welfare but also in other public benefits. Those who decline to apply for welfare may
either decline to apply separately for Medicaid, or simply fail to.

The importance of health insurance for low-income families and children, and its importance as a
work support, both suggest that dynamics in coverage among this population should be a critical

focus of monitoring for the Department. In particular, we need to monitor states’ implementation
of welfare reform as it affects Medicaid, and their implementation of section 1931, so that we can
more narrowly identify the obstacles to Medicaid participation and better design outreach efforts.



ATTACHMENT 1

Changes in Poverty and Program Caseload Between 1995 and 1997

I 1995 I 1997 I Difference Percent Change
CPS Poverty Data
Total Population in Poverty 36.4m 35.6 m -800,000 -2.3%
Adults 21.8m 21.5m -300,000 -1.4%
Children 14.7 m 14.1 m -600,000 -3.8%
ACF Welfare Data
Total AFDC/TANF 13.4m 104 m -3m -22.6%
Caseload
HCFA Medicaid Data
Total Medicaid Enrollment 414 m 40.3 m -1.1m 2.7%
Non-Disabled Adults 9m 8.4 m -600,000 -6.3%
Welfare Related 54 m 4.0 m -14m -26.0%
Non-Welfare Related 3.6m 4.5 m +800,000 +23.0%
Non-Disabled Children 20.4 m 19.6 m -700,000 -3.5%
Welfare Related 11.2 m 84 m -2.8 m -25.0%
Non-Welfare Related 92 m 11.3m +2.1m +22.6%
CPS Insurance Data
Poor Uninsured Adults 11 m 112 m +250,000 +2.2%
Poor Uninsured Children 3.1 m 3.4m +250,000 +7.4%
Poor Adults w/ Private 8.1m 8.3 m +200,000 +1.8%
Coverage
Poor Children w/ Private 2.7 m 2.8 m +100,000 +4.1%

Coverage

Note: Non-Disabled Adults + Non-Disabled Children do not add to Total Medicaid enrollment because Total

Medicaid Enrollment includes SSI groups and the elderly.




"4 Devorah R. Adler
- 03/18/99 02:55:00 PM

Record Type: Record

To: Laura Emmett/WHO/EOP

cc: Karin Kullman/OPD/EOP
Subject: nursing home guidance

apparently the press office was asking for this -- pls call with questions -- Courtney, can you have
Elena clear this, please? thanks -- Devarah

Q: The GAO released several reports on Thursday that criticize HHS for lax
oversight of state nursing home complaint investigations and insufficient
penalties for facilities that are out of compliance. What is your response?

A: | have always demanded that states investigate all serious complaints
promptly to ensure that residents are safe and well-cared for. Last July, |
initiated a new nursing home quality initative that ensures swift and strong
penalties for nursing homes failing to comply with standards, strengthened
oversight of state enforcement mechanisms, and implemented unprecedented
efforts to improve nutrition and prevent bed sores. | also invested over $60
million in his FY 2000 budget to support these new efforts.

However, we know that some states haven’t taken their oversight
responsibility seriously enough. On Thursday, | took strong new steps to
address this problem, requiring States to investigate any complaint that
alleges harm to a nursing home resident within 10 working days, requiring
states to report all of these complaints to HHS' national database, creating a
$1,000 minimum fine for facilities violating quality standards, and making it
easier for states to impose fines of up to $10,000 for quality violations.
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Focus on Welfare Reform

Job Centers: NYC'’s diversion
from aid = loss of human rights

As part of its plem 1o keep social ——
workers infarmed of and involved in the .
larest developments in welfere reform,
especlally ar the local level, the New York
Cutey Chapler’'s Task Force on Welfare
Reform will nm a series of orticles in
Currents, beginning with this ane by .hilie
Carlson, a social work intern with the
Urban Justice Center. M3. Carlson, astu-
dens at the Hwuter College School of So-
cial Work, is helping to coordinate the
Center’s Human Rights Documentasion
Project. The Chapter's Task Force is do~
ing cooperative work with the Center as
well as with other area welfare advocacy
growns as part of its effor! to edwcate and
activate social workers, This informa-
tion was included in a recent presentation
to the Chapter's Buard of Directors.

The pafion’s punitive welfare reforms The Chapter's Welfare Reform Task Force repurts 1o the Roard of Directors; fiom teft, Task
have spured & ncw movement that do- o Lo e Mimy Abramavics, Eri Nogochi, and Co-chair Diane Borko.
fincs the vivlation of weltare rights as a .

loss of human rights. As part of this ef-
fort, the Human Rights Documentation

pojecs oganizad by the Unian Jusiee | VTanaged Care Companies

Center has been surveying applicants as

meyleaveNew York City' siomeMain- | Reduce Social Work Fees

tenance Centers, now called “Job Cen-
Two major managed care organizations have lowered the fees being paid to

T e,
Rius 3 TN

ters.”

As part of the new “work first” phi- social workers for mental health services. NASW leaders are meeting

losophy crnbodied in the latest welfure | - with representativs of Magellen and Value Options o address this;
reform, the Human Resources inis~ .. . . .
vation began convesting its welfare of: political and legal strategies are being cxplosed. Seepqe}.

(Continued on puge 8)
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Fotus on Welfare Reform
. (Continued from page 1)

fices into Job Centers. Nine of the city’s
313 welfare offices have ulready been con-
verted and all 33 will be changed over
within the next year. The stated goal of
the Job Center is 10 help persons applying
for public assistance, many of whom are
women with children, find employment.
Mzny abservers agree, however, that the
new policy’s real purpose is o diven
people from using the welfare program
altogether. Unlike the former Income
Maintenance Centers, which brought
people, however begrudgingly, into the
system, the Job Centers try to keep people
out,

One of the most significant changes
within the new Job Centers is that appli-
cants are required to complete a compli-
cated 35-50 day application process be-
fore they become eligible for welfare. Day
One of this process begins with a five page
form. Since these forms are only disteib-
uted before 9:30 am, many who arrive af-
ter that time are told to come back the
next day. After compieting the first form,
most applicants must then wait all day to
injerview with a “financial planner” whose
Job it is to “help™ applicants tap into fi-
nancial resources other than welfare, That
is, applicants are “encouraged” to tum to
family, food pantries, soup kitchens-- any-
thing but welfare—for help. Applicants
who make it past the interview may apply
for benefits. But to prove they are “truly
needy,” they must come back the next
day to file a public assistance application
form and continue meeting with a variety
of other welfare officials.

While the publio assistance applica-
- tion is being processed, the applicant must
participate in mandated job search activi-
tics for seven hours a day, This consists
of making calls to want ads listed in the
paper and to employers in the phone book,
even though these methods are well-
known to be the least effective ways fo
find 2 job. Ifatany point during this pro-
¢ess a person misses a Job Center ap-
pointment, s/he must start all over again.
Tt is especially difficult to complete the
Job Center requirements for those who
are physically or mentally unable to ma-

e % %72 % %) " % % 44174 % % 4% "3 %)

neuver through the confusing and de-
manding process. If no job is found

. within 35-50 days, the applicant is auto-

matically placed in the Work Experience
Program (WEP). WEP is New York
City's version of “workfare” which re-
quires welfare recipients to “work off”
their benefits.

The Job Center may sound effective
10 some. However, experience shows that
its main purpose is to make the process
of applying for welfare so unpleasant and
punitive that only the “most desporate”
people will try. Prior to the Job Center
conversions, the majority of welfare,
Food Stamps and Medivaid applicants re-
ceived benefits. Now only 25 percent do.

HRA would like us 10 believe that the
tremendous drop in the welfare roles
proves that people with. dire economic
needs do not want to work or aren't re-
ally in need of public assistance. How-
ever, the growing number of people uti-
lizing food pantries, soup kitchens and
shelters suggest otherwise, So do the
realities of New York City's 9 percent
unemployment rate. shrinking mzmber of
entry-level jobs, and lack of affordable
child care.

Our data a< part of the Human Rights
Documentation Project remains prelimi~
nary. However, we have met many people
who report they are not recciving ¢mer-
gency assistance (even though they
qualify), child care, and other resources
nceessary to comply with mandated Job
Center activities, such as carfare. The
Center's diversion tastics have left so
many withowt Food Stamps, Medicaid,
and welfare, that federal Food Stamp and
Medicaid authorities are investigating the
Center process. Locally, the General
Welfare Committee of the NYC Council
is considering “right to apply” legislation

to ensure that the Giuliani Administration

obeys the Jaw regarding the provision of
social services.

Social workers see and understand
first hand the devastating impact of such
punitive welfare “reforms ™ The Human
Rights Documentation Project would like
to distribute our short survey to social

JANUARY 1699

202 6998 6362

wotkers. [f you have contact with Job
Center applicants and would like to join
the effort to make the City honor its com-
mitment to the poor, plesse call Tracy
Mortgan, CSW, Urban Justice Center,212-
533-0540 x343,

NASW's Welfare Reform Task Furce
welcomes new participants. For more in-
Jormation. call the Choprer office at (212)
668-0050,

-

Community Food Resource
Center publishes advocates’
guide to welfare rules

The Community Food Resource
Center (CFRC) has just published
“An Advocae’s Guide to the Welfare
Work Rulcs.” This Guide is a valu-
able resource in enhancing advocacy
work and will contribute to the pro-
tection aud assertion of the legal rights
of low-income New Yorkers in this
critical arena,

The 60 page Guide, which costs
$10, features:

* 3 ¢lear, detailed description of the
law conceming the work nules in
New York.

+ footnotes citing the relevant siate

statutes and regularions.

* sections providing advice, ¢alled

“Advouacy Tips™
= appendices that cover, among other
1opics:
- procedures HRA is beginning to
implement on a pilot basis,
- useful contacts.
- a listing of litigation involving the
work rules and fair hearing issues.
- a checklist of potential fair hear
ing issues.

For ordering information, call

CFRC at (212) 3440195, ext_ 312.

P.83/34
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u.S. Audit Is Said to Criticize
Strict
Yire 72

By RACHES L. SWARNS

ther (hey not their agencles be iden-
rified

vials SAlL.

seae for (ailing to properly manloar
the Gy’ weifare program. which
the Glutian aamiistratian has said
was intendcd W disoourage pecpls
from applyleg

inchuding food stamps. Advocates for
the
od the Fodoral Covonmeut 0 Me

- Gmalani’s

/XEW .

" A two-rsonth Fedesal inquiry oo
New York City'’z welfare program
Pbas found that ciry officials routigely
vialase ¢he law by denying poat (o0~
pie the right to apply prompaly for
food stamps, according (o two offt-
cials who have read a draft ceport
prepared by o United Swotes Do
partment of Agricuimre.

The orficlaly said Pederal andi-
Tory, Wha revicwed 600 cases at two
welfare offzer in Qioens, had tound
that city warkers failed to pake ap-
plicarions inradiately gvallable as
required by taw. The morkers also
failed to scroem tamitiec for emcr-
gency 1004 noeds, roquired the poor
o search for jobs before receiving
palp and cuz off teod statps to needy
families who were still eligible for
Upse henefts, the ofticials saMd,
Spealang on the onAn Mt nef

e ——

ﬁdm‘lbd fts findings to Tde
New York Tiroes.
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Welfare Plan

s /P27

e Fmdm@ms.mﬁ
als0-sharply cciricized

for public bepefits,

— ot state officials ~ alerz-

ms at Gy wellare olfices.

1me Federal report offered the
sh criticism yet of Mayor Ru-
dop W, ng;d’acww:eﬂag
palisles, whi r. as
pear=dy Jesenibed a3 one of bis big-
gest sccomplishmenzs. Federal offs-
cials are also reviewing e clry's
Mefieald policles to  deterraine
whethar the-oity i trproperly pre-
vesting the poor from applying for
medical gstoan=,

Officlals from the Dcparaueet of
Agricuiture, wh presented the draft
feport (0 the ¢ity and Statd [BsC week,
wld the loeal officials that they must
act immadiarly to correct the dafi-
cencirs wnd pave them uatil yegsar-
aay evenlag o )

City officials declingd o discuss
the report or (0 deseride the changes
ey were QAXEE In resparse to it.
Tnstead, they atcussq the invesliga
tors of uying ta sabotage their ef
forts to puth people to rely more on

Cuntinued From Page Al
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U.SD A s amisguised offon intend-
ed (o derail the state and city's
progrest in transforming welfare.
which includes food scamps, inzo one
where wark and self-sufficiency are
the foremost objectives of the pro-
gram,” said Dedra Sproles, 3 #pokes.
woman for ke City's Humaz Re-
sources Administeation. which ruma
e city’s welfare prograws.

State officisls saia nv.lv;:( had re-
sponded ip wiiting, te the Feo-
eral auditors chat the ity bad agreed
to develop a new application forng, 1o
improve the scréening process far
emergency food needs and to aljow
tooa sramp applicants with children
under 6 to foigo e Wofk require-
ment. But the state afficials vigor
Ousty defended chelr oversight of the
dry. saying the erus were mi-
nar and already being aldressed,

“We hive spent unpreecedented
amounss of Lime “orkng on vactous
food stamp Issues.” 32id Daniel D,
- Hi a Dequiy Commisziones of

the state’s Olfice of Temporary and

Disability Assistzpce, which over-

.::e’es welfare programs in New York
ty.

themselves and less gn government
“The Teview being duciey OV

O — — e e e o« it +

“We have asked the, Federal Gov-
erament to withdraw this review,”
Mr. Hogan said ‘“fhere’s o basis
for it. A conference call couwld have
taken Care Of Lrede i3sues. Te City’s
atly inteation here is o run a fair,
eflicient operaticR Lhat works.”

Federal officials, who have the
powar w0 withhold finanang from
states that fail ta 2ddress [egal viola-
tans, plan fo issue a fina) report in
several weeks oiice (hey review New
York's commants on their findings.
But the inquiry has alaeady spawaed
a Federal clussaction Jawsuft, filed
Oy lawyers for the poor last month,
us well as same $oul <sarching in
weltare offices and state capitals
acrass Lhe country.

The situation in New York hipgh.
lights the conundrum confronted by
walfare affictals acroes the coumtry,

| who fing themseives struggitag o

juggle 'wo very different Federal
mandates, On one hand, the Peder!
wellare law allows yldtet and my-
nicipalities Lo discourage people
{rom applying for cash benefits. xad
alfers (inancial incentives for those
with daclines im Meir esrelonds.

On the other. e law requires
states to encovurage the necdy 1o 3p

—— . ) oy ——. ———

U.S. Audit Is Said to Fault .
Giuliant’s Welfare Program

ply for food stamps and Medicaid,
two benelits described as critical by
Federal nificials hapimg w keep the
workiog poor 0ff welfare and ihe
ncwly employed (rom returning.

While che law allows [vod stamp
applicants who 2ra danied benefies (v
appea! dwse decigions, it wag un-
Clear [ase uight whedher people who
bave been improperly giscoaraged
froto applyingt for food stampe have
any recourse, deyond reapplying. An
official laouliar with che Federal re-
port sald it did nat address that wsue

New York City began (t5 new ap.
plication procexs in April wika it
started ‘canverting welfare offives
into “job centers," where casework-
ers eacaurage people Lo seek chilo
suppott payments uneraployment
beaefite or help from food pantries
instead of cash depefits. The workers
offer applicaticas caly §{ 2 person
requrns for a seoond tinent

Abaur a third of the cliy’s welfare
offices currently operate under those
tules. When the Federal investiga-
ters vramined the two Queens of-
fices, they were among only 9 of the
cqughly 30 offices citywide that had
been canverted. .

The weifare igstue io importait 1o
Mayor Giulani, who may be contern-
pladng uadopal office and often
meotons his ugher approach o
welfare when he travels acrogs-cthe
Cn(ry lesting the political waters.
And when the Federal inquiry be-
came public in November, Mr. Giunt-
anj began 3 vigorous aack on the
Federal investigators and advocates
for the paor. |

At firer. Jason Turfer, the city's
weltare Commissioner, told The
Tiroey thut fte¢ woulk) speed up the
distridurion of applications to the
poor a3 a peecaution White the Gov-
ernraent conducted its inquiry,

Rut the nexl day. ity oflicials saig
they would not epeed up the distribu-
tlon. They said agricuituce ufficials
had determined that their policies
complind with Federal law, an agser-
tion (he officialy prompuly denjed

Laler that week, Mr. Giultant saia .
that The Times had oot reported Mr,
Turner’s remarke accurasely, udd-
ing. “'Sometmus, hlogs aren't re-
poned exactly (he way soraebody
says samehing decause therc is un
emotivnal or idcologina? bise,” Me.
turner did not cemplain af being
misquoted, bur he was no Jonrer
avallable 10 cumment.
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Congress of the Tnited States
TBouse of Repregentatives:
@Washington, BL 20515

February 1, 1999

President William J. Clinton

The White House

1600 Pennsylvania Avenue, N.W.
Washington, D.C. 20500

Dear Mr. President,

Continuing media reports and an initial HHS analysis of state data on TANF
work participation rates show that there has been a significant drop in the
number of families nationwide receiving cash assistance. While some
attribute the decline to implementation of the Temporary Assistance to
Needy Families (TANF) program, there is strong evidence that our healthy
~ economy is playing a large role.

In our view, the jury is still out on whether TANF will prove to be a
success in helping to meet the needs of vulnerable, low-income people. But
there are worrisome signs that some TANF applicants, recipients and
leavers are not always receiving vital support services that can help ensure
the transition to work is a permanent one.

For example, average monthly food stamp participation fell by 4.4 million
between 1995 and 1997, or five times more than the decline in poverty
during that period, according to the Center on Budget and Policy
Priorities. This means that millions living in poverty, although eligible, are
not receiving food stamps. In another analysis, a 1998 study prepared for
the Commonwealth Fund estimates that five million uninsured children —
out of a total of 11 million — are potentially eligible for health benefits
under Medicaid.

We believe it is important to look at the story behind these numbers. An
October 1998 report published by the Kaiser Family Foundation suggests
that some states are failing to inform TANF recipients and applicants about
their potential eligibility for Medicaid — despite a letter sent out-by the
Health Care Financing Administration that directs states to coordinate their
TANF and Medicaid eligibility. And until a Federal judge intervened in
New York City last week, eligible families were being denied the



opportunity to apply for food stamp and Medicaid assistance to which they
are legally entitled.

The Kaiser report suggests that “those who administer the work programs
were believed to know little of Medicaid or health programs and to be
focused solely on the objective of getting people into the first possible job.”
Based on interviews with welfare and Medicaid program administrators
and researchers, the Kaiser report also finds that “people do not know they
are eligible for Medicaid because both they and state workers lack
information or are confused about eligibility rules, given all the recent
policy changes.”

The fact that Americans are being denied access to food stamps and
Medicaid because of the implementation of the TANF program is clearly in
violation of federal law. The 1996 welfare law (section 835) reiterated a
long-standing food stamp rule that “a state agency...shall permit an
applicant household to apply to participate in the program on the same day
the household first contacts a food stamp office in person.”

- Medicaid law is equally clear. The Medicaid statute and subsequent
regulations refer to the right of an individual to receive benefits on a
timely and fair basis. Furthermore, the welfare reform law took specific
precautions to ensure that changes in cash welfare eligibility did not affect
a family’s right to medical assistance under the Medicaid program. Under
the Personal Responsibility and Work Opportunity Reconciliation Act,
states are required to provide coverage to families that would have been
eligible under program income and resource standards in effect on July 16,

1996.

We believe the Administration must not stand by and watch as these
practices to delay or deny health benefits and food stamps become more
widespread. Overt actions to deprive people of the health benefits or food
assistance for which they are eligible simply must not be tolerated.
Likewise, operational practices that have a similar, albeit inadvertent,
effect must be corrected immediately. Otherwise, welfare “reform” will
wind up wrongly depriving many Americans who are struggling to make a
living in low-wage jobs of the critical support services that they need to
keep working and on the road to self-sufficiency.

We hope you will agree that states and local jurisdictions cannot be allowed
to ignore federal Medicaid and food stamp laws. The well-being of millions
of low-income TANF families demands that state rules and practices
support families as they transition from welfare to work. In addition, we



hope that the Administration will play a more active role in promoting the
value of both these programs to low-income families.

We thank you for your attention to these important issues, and we look
forward to hearing about the actions your Administration is taking to
address alarming declines in Medicaid and food stamp participation.

Sincerely,
| Pete Stark Robert Matsui William J. Coyne

Member of Congress =~ Member of Congress Member of Congress
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Py State MsIS data, tS the number ¢ inddviduals 1 families th

children under age 18 W3 n incopds less than 200 percent of

povertX in the state, as deteymined by ACS datZ. Because
Yugh MSIS i5

reporting of State-only CHIF\program data t

voluntary, \we will use q

reports proviged on the/ HCFA-21E\when a chgsen not to
ly invite

ome below 200 percent of

pata for CY¥/2000 will fred with data\fogr CY 2001 \and

states wi l'be ranked acdprding to the perce age improveient .

Wwe wil) award bonuses to the top ten stated whixnh have met \the

mandftory and optiopal pyocelis measures Aag explailked above.
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CONSIDERATION OF OTHER MEASURES Hmu— s S St
lomsap S

We considered a number of other measures related to non-work

goals in the statute. One area we explored but which we chose

not to include in the regulatory text was child poverty. We
looked at two specific measures: the reduction in the State’s
rate of child povérty for all families with children under 18 and
the reduction in the rate of child poverty for working families

with children under 18, i.e., families with earnings equivalent

to half-time, full year employment (parallel to the food stamp
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measure) . The data source we considered using was the ACS.

We considered a child poverty measure because it addresses two
goale of TANF: promoting work and employment and strengthening
child and family well-being by assisting needy children in their

own homes or in the homes of relatives.

A number of inpnovative States are already using child poverty as
a measure of their efforts, and some States are already using the

resources and flexibility under TANF to address this issue. AFDC

was extremely limited in its ability to address child poverty in
that the primary flexibility States had was in setting benefit
levels. Raising benefit levels sufficiently to affect poverty
had no broad public support, however, and would have further
weakened States’ ability to move families to work. In contrast
to AFDC, the TANF program offers States the opportunity to
utilize a wide range of investments to help families escape

poverty while strengthening their commitment to work, including:

o investments aimed at increasing the stability of work, the

wages parents earn, or the hours they work, such as employer

partnerships that focus on the first job, on job advancement

atter the first job, or on combinations of work and training;

mentoring and case management strategies; strategies that combine

work, educaticn, and training; and supported work for families
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with barriers to private sector employment;

o supplements to work, such as more genexrous earning

disregards, earnings supplements, and wage subsidies, are well-

known strategies States may employ)

o child support improvements such as increasing the amount

of support collected from non-custodial parents that is passed

through to children;

o help for families during periods between jobs such as

quick re-employment services;

o employment assistance for other families such as a child-
only family where a caretaker relative, is not receiving

assistance

In addition, there is already strong empirical evidence from '
rigorous evaluations that several cf these strategies can be
effective in reducing poverty. Fér example, interim findings
from the Minnesota Family Investment Program, which implemented

generous earnings disregards, nearly doubled the percentage of

families above poverty; and a strongly employment - focused
welfare-to-work program in Portland, Oregomn, which stressed
getting recipients higher paying jobs along with higher quality,

reliable child care, increased the number of families with abaove
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poverty income by nearly one quarter.

After a full consideration of all factors, we chose mot to
include a child poverty measure in the regulatory text, but we
welcome public comment on these and other potential measures. On
balance, we determined that a child poverty measure was
duplicative of the section 413 (i) regquirement for States to
report on their child poverty rates and take corrective action
where any increase in child poverty of five percent or more is
attributable to the State’s TANF program. More generally, as is
illustrated further below, we d&id not include a number of
potential measures where there were other mechanisms in the
statute for addressing them, because we were concerned that
inclusion of toco many measures would spread the bonus funds teo
thinly and thereby weaken their ability to provide incentives to

States to achieve the goals of TANF.

We considered a number of other measures related to non-work

goals in the law. These included:

© Child support: The average moenthly number of TANF
families that have both earned income and child support paid
within the same month.

© Diversion: The number of applicants with a financial

S4
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(vi) The total amount of earnings in each quarter of all
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employed adult recipients in paragraph {(a) (2) (v) of this section;

and
(vii) The total amount of earnings in the second following
quarter of all employed adult recipients in paragraph (a) (2) (v)

of thie section.
(b) Bach State must submit the inforxmation in paragraph (a)

for both adult TANF recipients and adult SSP-MOE recipients for

whom the State would report the data described in paragraph (c)

of this gection.

(c¢) Each sState must file the information in Sections 1 and
3 of the SSP-MOE Data Report as specified in §265.3(d) of this

chapter.
(d) Each sState must specify to ACF the measures on which it

is competing in each bonus year.

270.7 What data will we use to measure performance on_the non-
work measures?
(a) We will use data from the ACS to rank State performance
on the child well-being measure, the measure of family formation

and stability, the Food Stamp measure and, in part, on the

Medicaid/CHIP measure.
(b) We will also use State data submitted to HCFA through
the MS5IS system to measure State performance on the Medicaid/CHIP

measure.,

\_~;;70.8 Bow will we allocate the bonus award funds?
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(a) In FY 2002 and beyond, we will allocate and award $140
million to the ten States with the highest scores for each work

measure as follows, subject to reallocation as specified in

§270.9:
(1) Job Entry Rate.........-..... baeaae s vees.-556 million
(2) Succesg in the Work Force...........ccvveuan $37 million
(3) Increase in Job Entry Rate............... ,.$28 million
(4) Increase in Success in the Work Force......$19 million;

(b) In FY 2002 and beyond, we will allocate and award $60
million to the ten States with the greatest improvement in the
non-work measures as follows, subject to reallocation as

specified in §270.9:

(1) Family Formation/Stebility .............. $20 millien
(2) Food Stamps MEasuYe ................... ..$20 million
(3) Medicaid/CHIP MeasSUTe.....cevuurneenue,. $20 million

(c) We will distribute the bonug dollars for each measure
based on each State’s percentage of the total amount of the State
family assistance grants of the 10 States that will receive a

bonus.

W

§270.9 How will we redistribute funds if that becomes necessary?

(a) If we cannot distribute the funds as specified in
§270.8, due to the statutory limit on the amount of each Staﬁe's
bormus award, we will reallocate any undistributed funds among the
measures listed in §270.4.

(b) Tf funds still cannot be distributed within the bonus

year, they will remain available for distribution in the next

119
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MEDICAID AND CHIP PROGRAMS

One of the key goals of welfare reform is to support and
sustain working families. Food Stamps and Medicaid are
potentially essential supports during the period when
families are working but are not yet earning at the level
that will enable them to achieve full self-sufficiency. The
Administration has expressed concern at the falling levels
of coverage in these programs and has sought out a variety

of strategies to prompt States to reach working families who

are eligible.

o FOOD STAMPS

Like child care, the Earned Income Tax Credit, and Medicaid,
receipt of food stamps is an important support for working
families. Our ¢olleagues at U.S. Department of Agriculture
are committed to ensuring eligible families obtain food
stamps. Families with incomes up to 130 percent of the
poverty line, or $17,746 for a family of three, can be

eligible for food stamps. A typical family of three with a

full time worker earning the minimum wage can get $220 a
month in food stamps. The President recently announced a
series of actions to help ensure working families access to
food stamps, including: (1) allowing States to make it
easier for working families to own a car and still be

eligible for food stamps; (2) simplifying food stamp
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reporting rules to reduce bureaucracy and encourage work;
and (3) launching a nationwide public education campaign and
a toll-free hotline to help working families know whether

they're eligible for food stamps.

As part of this effort, USDA has published "The Nutrition
Safety Net at Work for Families: A Primer for Enhancing the
Nutrition Safety Net for Workers and Their Children," a
companion piece to the DHHS Medicaid guide discussed below.
This guide will assist State, local.and community leaders
in understanding Food Stamp Program access requirements. It
also includes best practices for serving working families
already implemented in some communities. As it pursues
these public education efforts,.USDA is committed to
vigorous enforcement of the feood stamp law and will
investigate complaints about State and local practices and

pursue administrative and legal action as required.

o MEDICATD/CHIP

Medicaid enrollment dropped by about 1 millien from 1996 to
19597. Though there are many potential reasons for the
decline, we do not have any definitive answers about why it
has occurred. Improvements in earnings and employment
resulting from the strong national economy have probably
played an important role in this decline, making it possible
for some low-income Medicaid families to find jobs that

offer health insurance. It is also important te note that

2
>
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while Medicaid enrollment has declined, the number of people
under the poverty level who are uninsured has not increased
from 1996 to 1997. Changes in attitudes toward public

assistance may also be playing a role in falling TANF, Food

Stamp, and Medicaid caseloads.

To help States navigate the opportunities and challenges
inherent in providing Medicaid to all eligible families,
DHHS developed and issued "Supporting Families in
Transition; A Guide to Expanding Health Coverage in the
Post-Welfare Reform World."™ This publication was sent to
all State Medicaid Directors and other interested parties.
We have a follow-up strategy that includes an educational
component, aggressive outreach, and a procactive enforcement
process. Fox example, in New York, the State has agreed to
provide Medicaid applications without delay at all TANF
offices and, in Maryland, we have worked with the State to
identify and correct a problem that existed when TANF cases
closed. We are also undertaking research activities to
promete increased participation of eligible individuals in

these programs.

It is in this contaext that we are pProposing performance
measures related to these two programs that will reward
State efforts to support work, self~-sufficiency, and the
well-being of low-income eligible families and also reward

States for year to year improvements. We believe that
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basing high performance bonus awards on these measures will
provide another valuable strategy in the Administrations's
efforts to advance the goals of welfare reform, focus
attention on these critical supports, assist working
families, improve outcomes for children, and encourage
States to take action to increase the likelihood that low-

income families not receiving cash assistance will

participate.

A. Measure of participation in the Food Stamp Program

paragraph (d) (1), we propose to require that States meet

the following mandatory process measures in order to be

considered for a high performance bonus related to food

stamp participation:

(1) The State agency has issued policy instructions or

regulations clearly specifying that, at first contact with

the State agency which administers the Food Stamp Program,
individuals must bé informed of the opportunity to apply for
food stamps in accordance with 7 CFR 273.2(c).

(ii) As evidenced through policy instructions,
regulations, and administrative reviews, the State agency is
complying with application processing time frames and
eXpedited service rules, as required by 7 CFR 273.2(g).

(iii) As evidenced through policy instructions,
regqulations, and administrative reviews, the State agency
has taken steps to prevent inappropriate denials and |

terminations of eligible food stamp participants who have
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lost TANF eligibility. Since food stamp eligibility is not
based on TANF eligibility, States may not deny food stamp
eligibility to a family or family member simply because the

family is ineligible for TANT.

?

These measures reflect food stamp policies that are required
by statute or regulation. We do not believe that a State

which is out of compliance with these requirements should be

eligible for a bonus. The Food and Nutrition Service of the
U.S. Department of Agriculture will determine whether a
State is meeting these mandatory process measures through

\its ongeing oversight of the Food Stamp Program.

In paragraph (d) (2), we are proposing that, beginning in FY

2002, we will measure the improvement in the number of low-

:y;;income working families (i.e., families with children under
>~ the age cf 18 who have an income of less than 130 percent of

poverty and earnings equal to at least half-time, full~year
minimum wage) receiving food stamps as a percentage of the
number of low-income families working in the State. For any
given year, we will compare a State's performance on this
measure to its performance in the previous year, beginning
with a comparison of CY 2000 to CY 2001, based on ACS data.
We will rank all States and will award bonuses to the 10

States with the greatest improvement in this measure.

P.14,28
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We are proposing this outcome measure in order toO encourage
States to provide food stamps to eligible, low-income
working families. In recent years, States have taken
remarkable action to revolutionize the welfare system. A
strong economy combined with innovative State policies and
an unyielding commitment to helping families become self-
sufficient as they move from welfare to work has resulted in
a dramatic decline in the number of families receiving cash
assistance. Many more individuals are now working to
support themselves and their families than ever before.
Critical to their continued success, however, is their
ability to feed their families adequately. Parents working
full-time at minimum wage who are taking advantage of the
maximum Earned Income Tax Credit can only reach the poverty
line if they also receive food stamps. These individuals may
only be able to keep their jobs and feed their families

because food stamps help make ends meet.

Participation in the Food Stamp Program, however, has
decreased dramatically in recent years. Since March 1996,
Participation has fallen by over 7 million pecple. One
group for which participation is especially low is the
working poor; only 39 percent of individuals with earnings
who are eligible for food stamps benefits participate in the

Food Stamp Program, compared to a participation rate of 71

percent overall.

P.15-28
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Food stamps can make the difference between living in

poverty and moving peyond it. It is imperative to the

success of welfare reform, and more fundamentally to the

well-being of all Americans, that States devote attention to

making sure that needed supportive services, in particular
food stamps, are available to those families that have left

welfare but remain poor.

B. Measure of participation in the Medicaid/CHIP

Program

In paragraph (d), we propose that, in order to be considered
for a high performance bonus related to Medicaid and CHIP
participation, a State would be required to satisfy two sets
of programmatic, or process, requirements. First, the State
would have to certify its compliance with specific
requirements that are mandated by Medicaid statute and
regulations. Second, the State would have to document that
it has adopted at least twe of a list of seven optional
policies or practices that are designed to facilitate
Medicaid and CHIP enrollment and retention of eligible
children and families. Specifically, we propose that, as a
prerequisite for consideration, a State must implement the
following mandatory processes in its Medicaid and CHIP

programs:

s
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(1) The State has issued policy instructions or
regulations clearly specifying that, at first contact with
the TANF agency, an individual must be given the opportunity

to apply for Medicaid in accordance with 42 CFR 435.3906;

(2) When eligibility under section 1931 of the Act is
lost due to hours of, or earnings from, employment or loss
of time=limited earnings disregards, the State issues to the
affected family a written notice that meets the requirements
of section 1925(a) (2) (A) of the Act and a card or other
evidence of the family’s entitlement to assistance as

required under section 1925 (a) (2) (B) of the Act;

(3) The state has issued policy instructions or
regulations clearly specifying that family members may not
be terminated from Medicaid until it has been determined
that they are not eligible under any other Medieaid group;

and,

(4) The State has fulfilled all data requirements under
the law, including being up to date on all Medicaid and CHIP
data submissions, and having the MSIS on-line and operating

properly.

All of these programmatic criteria reflect State policy

actions and processes that are mandated by Medicaid statute

or regulation, and we do not believe that a State that is

Y4
&
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out of compliance with these requirements should be eligible

for a bonus related to Medicaid and CHIP participation. We
propose that, teo be eligible for the bonus, States fulfill
these process requirements, and that HCFA verify States’

compliance through State documentation and the agency’s

ongoing oversight of the Medicaid program.

Tn addition to complying with these mandatory process
criteria, we propose to require that applicant States meet
at least two programmatic options that are designed to
maximize participation by those eligible for Medicaid and
CHIP. We are proposing this additional requirement for
those States that wish to be considered for the
Medicaid/CHIP high performance bonus

because central to our conception of high performance is an
expectation of extra effort on States’ part to reach,
enroll, and retain their eligible populations. In our view,
States that take only the steps that the law and regulations
require cannot legitimately be considered high performers.
We propose that a State that adopts at least two of the
process or progrémmatic options below (in addition to
satisfying the mandatory standards above) would be eligible
for eonsideration for the high performance bonus related to
Medicaid and CHIP. We propose that States provide
documentation demonstrating that they have adopted two or
more of these optional measures, and HCFA verify compliance

through the agency’s ongoing review of the Medicaid program.
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Programmatic Options:

(1) The State accepts mail-in or phone-in applications
for Medicaid for families and children, which can be

completed without a face-to-face interview;

(2) State Medicaid workers have been outstationed at

Jjocations in addition to the locations required under 42 CFR

435. 904 (c) (1) and (c) (2)7

(3) The State has expanded Medicaid eligibility for
recipient and applicant families through the use of less
restrictive methodologies, authorized by section

1931 (b) (2) (B) and (C) of the Act;

(4) The State uses a definition of “unemployed parent”
that includes parents who are employed more than 100 hours
per month, as authorized under 45 CFR 233,101 and section

1931 (d) of the Act:;

(5) The State provides continuous Medicaid eligibility
for children for a period of time without regard to changes
in circumstances, as authorized by sectioen 1902 (e) (12) of

the Act:

(6) The State provides a period of presumptive Medicaid
eligibility for children, as authorized by section 1920A of

the Act; or

F.lD/eo
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(7) The State has gsimplified the enrollment and

reenrollment processes for children and low-income families

by implementing such improvements as shortened application
forms and reduced documentation and verification

requirements for applicatien and redetermination.

Once the States eligible for consideration are identified
pased on the process measures, we propose that the high
performance bonus be distribufed based on an outcome measure
related to Medicaid and CHIP participation. We are not
proposing a specific outcome measure at this time but

instead invite comment on two measures we are considering

for FY 2002.

One measure we are considering would capture State
performance in enrolling and retaining all eligible families
and children in Medicaid and CHIP. This measure would hold
States accountable for the Medicaid and CHIP participation
of those families and children leaving TANF, and also for

the participation of eligible families and children who many

not participate in, or have any contact with, the TANF
program. This broad measure of State performance is most
closely consistent with the perspective that section 1531,
enacted in PRWORA, reflects the high priority that Congress
attached to protecting the Medicaid coverage of individuals

and families likely to be affected by welfare policy

T
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changes, without regard to their TANF status.

In operational terms, this measure would be improvement in
the ratio of the number of non-disabled, non-elderly
individuals enrolled in Medicaid or a State-only CRHIP
program, to the nuwber of individuals in the State in
families with children under age 18 with income below 200
percent of the Federal poverty level (FPL). We propose that
the enrollment number (numerator) be based on State MSIS
data. Because reporting of State-only CHIP program data
through MSIS is voluntary, we would use quarterly State-only
CHIP enrollment reports provided on the HCFA-21E when a
State has chosen not to report this information through
MSIS. We propose that the number of people in families with
children below 200 percent of the poverty level would be
based on the Census Bureau’s American Community Survey.
While we propose 200 percent of the FPL because we think it
reflects a reasonable expectation for coverage under
Medicaid.and CHIP, we specifically invite comments about
this choice in light of both variation across the Staets in
income eligibility for Medicaid and CHIP, and the desire to

reward high-performing States.

The alternative ocutcome measure we are considering would be
limited to Medicaid participation among people leaving TANF.
State performance with respect to achieving high Medicaid

participation among other lew-income families and children

would be neither rewarded nor penalized.

g
X2
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Under this approach, the population whose Medicaid
participation would be measured are the individuals whose

TANF cases were closed in the first half of the calendar

- year (January 1 through June 30) who also were enrolled in

Medicaid or CHIP at the time of case closure. The measure
of State performance would be the percentage of such persons
who are enrolled in Medicaid or CHIP in the second half of

the year (July 1 through December 31).

We would choose this approach because nearly all individuals
leaving TANF are likely to be eligible for a minimum of six
months of transitional Medicaid under section 1925 or to
qualify for Medicaid under other eligibility groups (e.g..
section 1931, poverty-related children) or to be eligible
for CHIP. Continued health insurance coverage is a critical
support to families making the transition from welfare to
self-sufficiency, and we expect States to achleve a high
rate of Medicaid and CHIP participation among this
population in order to be considered high performers. We
propose that bonuses would be awarded to the ten States with
the largest percentage improvement in their Medicaid/CHIP
participation rates. The data to be used will be submitted

by States for purpeses of this evaluation.

We specifically invite the public’s comments on these two
outcome measures. We also invite comment on whether, in

addition to awarding those States with the greatest
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improvement in their participation rates, we should consider
awarding those States with the highest absolute levels of

participation in the bonus year.

CONSIDERATION OF OTHER MEASURES

We comsidered a number of other measures related to non-work
goals ir\the statute, One area we explored but which we
chose nat include in the regulatory text was child
poverty. We Nocked at two specific measures: the reduction
in the State's Mate of child poverty for all families with
children under 18 \and the reduction in the rate of child
poverty for working Xamilies with children under 18, i.e.,
families with earnings\equivalent to half-time, full year
employment (parallel to e food stamp measure). The data

source we considered using 'as the ACS.

We considered a child poverty megsure because it addresses
two goals of TANF: promoting work ®nd employment and
strengthening child and family welldpeing by assisting

needy children in their own homes or ir\ the hocmes of

relatives.

A number of innovative States are already usin

poverty as
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(d) Measure of participation by low-income working

families in the Food Stamp Program

(1) Mandatory Process Measures

In order to compete on the Food Stamp outcome measure
in paragraph (d) (2), States must meet all the following
mandatory process measures. The Food and Nutrition Service
of the U. S. Department of Agriculture will determine
whether a State is meeting these mandatory process measures
through its ongoing oversight of the Food Stamp Program.

(1) The State agency has issued poliey instructions or
regulations clearly specifying that, at first contact with
the State agency which administers the Food Stamp Program,
individuals must be informed of the copportunity to apply for
food stamps in accordance with 7 CFR 273.2(c).

(ii) As evidenced through policy instructions,
regulations, and administrative reviews, the State agency is
complying with application processing time frames and
expedited service rules, as xeguired by 7 CFR 273.2(qg).

(1ii) As evidenced through policy instructions,
regulations, or administrative reviews, the State agency has
taken steps to prevent inappropriate denials and
terminations of eligible food stamp participants who have

lost TANF eligibility.

(2) Outcome Measure

15
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(1) Beginning in FY 2002, we will measure the
improvement in the numbexr of low-income working families
(i.e., families with children under age 18 who have an
income less than 130 percent of poverty and earnings equal
to at least half-time, full-year minimum wage) receiving
Food Stamps as a percentage of the number of low-income
working families (as defined in this subparagraph) in the
State.

(ii) For any given year, we will compare a State's
performance on this measure to its performance in the
previous year, beginning with a comparisen ¢f CY 2000 to CY
2001, based on ACS data.

(iii) We will rank all States that meet the conditions
in paragraph (d) (1) of this section and will award bonuses
to the 10 States with the greatest percentage improvement in

this measure.

(e} Measure of participation in the Medicaid/CHIP

Program

(1) Conditions

In order to compete on the Medicaid/CHIP outcome

measure to be included in the final rule, States must meet

all mandatory process measures in paragraph (e) (2) and must
have implemented at least two of the optional measures in

paragraph (e} (3).

le
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(2) Mandatozry Procéss Measures

(i) The State has issued policy instructions or
regulations clearly specifying that, at first contact with
the TANF agency, an individual must be given the opportunity

to apply for Medicaid in accordance with 42 CFR 435.906:

(ii) When eligibility under section 1931 of the Act is
lost due to hours of, or earnings from, employment or loss
of time-limited earnings disregards, the State issues to the
affected family a written notice that meets the requirements
of section 1925(a) (2) (A) of the Act, and a card or other
evidence of the family’s entitlement to assistance, as

required under section 1925(a) (2) (B) of the Act:

(1ii) The State has issued policy instructions or
regulations clearly specifying that family members may not
be terminated from Medicaid until it has been determined
that they are not eligible under any other Medicaid group:

and,

(iv) The State has fulfilled all data requirements
under the law, including being up to date on all Medicaid

and CHIP data submissions, and having the MSIS on-line and

operating properly.

(3) Optional Process Measures

17




UriD LEF DL I
cdc 035 Iy

({) The State accepts mail-in or phone-in applications
for Medicaid for families and children, which can be

completed without a face-to-face interview;

(ii) State Medicaid workers have been outstationed at
locations in addition to the loc¢ations required under 42 CFR

435. 904 (c) (1) and (c¢) (2);

(iii) The State has expanded Medicaid eligibility for
recipient and applicant families through the use of less
restrictive methodologies, authorized by section

1831 (b) (2) (B) and (C) of the Act:

(iv) The State uses a definition of “unemployed parent”
that includes parents who are employed more than 100 hours
per month, as authorized under 45 CFR 233.101 and section

1931(d) of the Act:

(v) The State provides continuous Medicaid eligibility
for children for a period of time without regard to changes
in circumstances, as authorized by section 1902 (e) (12) of

the Act;
(vi) The State provides a period of presumptive
Medicaid eligibility for children, as authorized by section

1920A of the Act: or

(vii) The State has simplified the enrollment and

18
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reenrollment processes for children and low-income families

implementing such improvements as shortened application
forms and reduced documentation and verxification

requirements for application and redetermination.

19
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BACKGROUND: The New York Times may have a story this weekend about New
York mayor Giuliani's plans to require certain welfare recipients to enter drug treatment.
Advocates in New York are concemed about the plan, particularly about possible
invasions of privacy if Medicaid records are examined. HCFA provided background
information, and noted that the privacy provisions in the state Medicaid plan must be
followed. The city's proposal must be approved by the state.

CONTACT: Melissa Skolfield, HHS. 690-7850, 800-800-7759.

Q: What does the Administration think of New York City's plan to require certain
welfare recipients to enter drug treatment? Do you believe the plan raises privacy
concems? Will the Administration take action to block the plan? And if you do object,
what will you do, since this seems to be allowed under the 1996 welfare reform bill?

A: It's not clear yet what the city intends to do, nor whether the state will
permit it. But there are confidentiality provisions in New York state's
Medicaid plan, and we expect them to be followed.

ADDITIONAL BACKGROUND:

MEDICAID RECORD CONFIDENTIALITY BACKGROUND:

In general, a state may access Medicaid beneficiaries' records only to determine |
eligibility, determine the proper level of medical assistance, provide services, |

and investigate and prosecute Medicaid fraud and abuse. A Medicaid |
beneficiary's files may not be accessed for the operation of any other state

program without the informed conse the beneficiary. ’
[Based on 42 CFR Part 431.300- 306;E:\ppears that because the local Departments of
Social Services are considered part ot the central administration of the Medicaid program
in New York state, they do have access to the adjudicated claims file. And under the
1996 welfare law and ACF's subsequent guidance and regulations, states can require
substance abuse treatment as part of personal responsibility agreements for TANF ‘
(welfare) recipients. However, it is not clear that the local Department of Social Services
can use Medicaid files to refer Medicaid recipients to non-Medicaid prograng

At this point, it's not clear what the city intends to do, nor whether the state will
permit it. The bottom line is that there are confidentiality provisions in New York state's
Medicaid plan, and we expect them to be followed.
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ACTUAL LANGUAGE FROM NY STATE MEDICAID PLAN

"Under State statute which imposes legal sanctions, safeguards are provided that
restrict the use or disclosure of information conceming any applicants or
recipients to purposes directly connected with the administration of theJlan
[Effective date: October 1, 1987 Citation: 42 CFR 431.301]

TANF BACKGROUND

The 1996 welfare law and ACF's subsequent guidance and regulations regarding it
address substance abuse in several ways:

--states can require, as part of personal responsibility agreements under

the law, substance abuse treatment;

--the federal law does not bar states from requiring substance abuse testing;

--states can use federal TANF funds for substance abuse treatment as long as it

is non-medical (e.g., discussion support groups). In other words, the types of
substance abuse treatment that would not be covered under Medicaid, could be covered
by TANF. Similarly, Medicaid would cover the health-related, medical substance abuse
treatment programs that could not be covered under TANF.

--also, the law does permit states to deny benefits to those convicted of felony
substance abuse violations.

It is important to stress that states can, and should, use TANF and Medicaid funds for
treatment programs because substance abuse can be a barrier for parents trying to get
jobs.
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Welfare Officials To Search Records Of Drug
Treatment

By NINA BERNSTEIN

The Giuliani administration is planning to search thousands of medical billing
records for evidence it can use to place welfare applicants in mandatory drug
and alcohol treatment programs as a condition of receiving public assistance,
city weltare officials say.

The information will be culled from computerized Medicaid insurance bills
submitted in the past on behalf of applicants who have voluntarily sought
treatment for drug and alcohol problems. The record search is for the
applicants' own good, welfare officials said this week, and will be used to push
them to finish treatment and to get jobs faster.

Officials say that record checks are needed because the city's current system of
drug screening and testing is finding unrealistically low rates of substance
abuse among welfare mothers who need help.

But privacy experts and lawyers for the poor say the record search may violate
a Federal law protecting the confidentiality of drug and alcohol treatment
records. They contend that the city's plan will frighten poor people from
seeking treatment or benefits and will send a chilling message to anyone
considering help for drug or alcohol problems.

The issue, privacy experts say, is a classic example of the conflict between
public concern over the loss of privacy, especially in health care records, and
public support for using computer databases to monitor or track suspect groups,
like welfare recipients, illegal immigrants and parents who fail to pay child
support.

Federal officials said they had no official notification of the plan. "But there are
confidentiality provisions in New York's Medicaid plan, and we expect them to
be followed," said Christopher H. Peacock, spokesman for the Federal Health
Care Financing Administration, which oversees Medicaid records.

Jason A. Turner, Commissioner of the city's Human Resources Administration,
said no breach of confidentiality would be involved because the billing records

9/28/1999 6:28 PM
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= to be checked are submitted by drug and aicohol treatment providers to the
city's Medicaid office, and both Medicaid and public assistance fall under his
agency. "These are our own records," he said. "We are not interfering with the
doctor-patient relationship. We're helping poor people here."

But advocates of the poor who support treatment as a condition of aid say the
record search crosses the line.

"[f people go into treatment thinking their records are confidential and then, lo
and behold, the information is illegally disclosed, that will upset just about
everybody," said Paul N. Samuels, a lawyer and the director of the Legal
Action Center, a nonprofit advocacy organization that specializes in substance
abuse issues and has offices in New York and Washington. "Violating
confidentiality is an ambush that will drive many people away from treatment.”

No date has been set to start searching applicants' records. The plan is one of
several new measures introduced by Mr. Turner to meet a deadline set by
Mayor Rudolph W. Giuliani, who vowed last year that by the year 2000, "New
York will be the first city in the nation, on its own, to end welfare."

Mr. Giuliani, whose welfare overhaul is expected to be a centerpiece of his
likely campaign for the United States Senate, did not mean an end to public
assistance, Mr. Turner said. The Mayor meant that all adult recipients would be
moving from welfare to work through a variety of assignments, including
treatment for drug and alcohol abuse that is a barrier to employment, Mr.
Turner satd.

The Mayor has cited one estimate that 20 percent of all people on public aid
have such substance abuse problems. Ten percent is the figure more commonly
accepted by substance abuse experts. But among mothers, who are the bulk of
adult recipients, only 2 percent have been identified as substance abusers
through a system of screening and testing put in place two years ago, Mr.
Turner said.

In several other jurisdictions around the country, including Florida and Los
Angeles County, officials have also identified lower-than-expected rates of
welfare mothers as substance abusers, for reasons that remain unclear. But no
other state is known to be contemplating a record search like New York's,

_according to the Washington office of the Legal Action Center, which
represents many treatment centers nationwide.

Brian J. Wing, Commissioner of the State Office of Temporary and Disability
Assistance, which oversees city and county welfare operations, approved the
city's record search plan, said Daniel D. Hogan, his deputy. Mr. Hogan added
that some upstate counties have already conducted such searches case by case.

Marc Rotenberg, executive director of the Electronic Privacy Information
Center, a civil liberties advocacy group based in Washington, said: "Welfare
recipients are among the first to lose their privacy. But the unfortunate
consequences of these tracking and matching technologies tend to make their
way up the line."

A Federal law passed in the 1970's makes it a crime, with few exceptions, to
disclose information about patients in drug and alcohol treatment programs
without the patients' narrowly defined written consent. That consent does not
allow redisclosure for any other purposes. Experts on privacy law call the
measure unique and exemplary, and contrast it to the blanket consent forms
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allowed in the gathering of other types of health care information.

Corinne Carey, a lawyer who has studied drug testing and welfare reform
nationwide, said that instead of searching records, the city should be asking
why more mothers on public assistance are not being identified by the city's
current screening system for substance abuse.

As tougher rules and a strong economy have combined to shrink New York
City's welfare rolls to about 670,000 from 1.1 million in 1994, including
children, fewer substance abusers are applying for public assistance because
they cannot deal with the hurdles or meet the work requirements, said Ms.
Carey, who works for the Urban Justice Center, an advocacy organization
opposed to the record search. Others hide their problems from caseworkers
because they fear losing their children.

And some advocates suggest drug use may actually be lower than experts
thought in the younger generation of poor mothers who saw crack devastate
parents or older siblings.

A different kind of explanation was offered by Bill Panepinto, an administrator
in the State Office of Alcohol and Substance Abuse Services. The substance
abuse screening form used by the city was intended to be the framework for a
personal interview by a trained worker, he said, but for the last two years it has
instead been handed out to welfare applicants as a nine-question paper test.
Those who answer yes to two or more questions are referred to certified alcohol
and substance abuse counselors for further assessment, including a drug test.

Seven out of 10 welfare applicants referred to mandatory residential treatment
end up cut from all assistance, said Michael Kink, legislative counsel to
Housing Works, one of about 30 advocacy, legal services and provider
organizations that met yesterday because of concern about the city's plan. "The
sanction rate shows that this program is designed more to drive people off the
rolls than to get people help," he said.

Mr. Turner vigorously defends the program's intentions. Now, he said, mothers
are known to coach each other in the waiting room on how to answer the
questionnaire to avoid being assigned to mandatory treatment. But treatment
billing records may show they have been in and out of care many times, he
said. "If you're sick and your children are at risk because you're a substance
abuser," he said, "we believe it's not compassionate to ignore that fact."

Like most states, New York considered but rejected a requirement that all
public assistance applicants submit to drug tests. Instead, it asks drug-use
questions of all applicants, but uses physical tests only on those whose answers
or behavior raise a reasonable suspicion of abuse.

Universal testing is permitted under the Federal welfare overhaul, but only
Michigan is planning to use that approach, which has been widely criticized as
expensive, ineffective and vulnerable to constitutional challenge.

Organizations mentioned in this article:
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Welfare Officials To Search Records Of
Drug Treatment

By NINA BERNSTEIN

The Giuliani administration is planning to search thousands of medical
billing records for evidence it can use to place welfare applicants in
mandatory drug and-alcohol treatment programs as a condition of
receiving public assistance, city welfare officials say.

The information will be culled from computerized Medicaid insurance
bills submitted in the past on behalf of applicants who have voluntarily
sought treatment for drug and alcohol problems. The record search is for
the applicants' own good, welfare officials said this week, and will be
used to push them to finish treatment and to get jobs faster.

Officials say that record checks are needed because the city's current
system of drug screening and testing is finding unrealistically low rates of
substance abuse among welfare mothers who need help.

But privacy experts and lawyers for the poor say the record search may
violate a Federal law protecting the confidentiality of drug and alcohol
treatment records. They contend that the city's plan will frighten poor
people from seeking treatment or benefits and will send a chilling message
to anyone considering help for drug or alcohol problems.

The issue, privacy experts say, is a classic example of the conflict
between public concern over the loss of privacy, especially in health care
records, and public support for using computer databases to monitor or
track suspect groups, like welfare recipients, illegal immigrants and
parents who fail to pay child support.

Federal officials said they had no official notification of the plan. "But
there are confidentiality provisions in New York's Medicaid plan, and
we expect them to be followed," said Christopher H. Peacock,
spokesman for the Federal Health Care Financing Administration, which
oversees Medicaid records.



Jason A. Turner, Commissioner of the city's Human Resources
Administration, said no breach of confidentiality would be involved
because the billing records to be checked are submitted by drug and
alcohol treatment providers to the city's Medicaid office, and both
Medicaid and public assistance fall under his agency. "These are our
own records,” he said. "We are not interfering with the doctor-patient
relationship. We're helping poor people here."

But advocates of the poor who support treatment as a condition of aid
say the record search crosses the line.

"If people go into treatment thinking their records are confidential and
then, lo and behold, the information is illegally disclosed, that will upset
just about everybody," said Paul N. Samuels, a lawyer and the director of
the Legal Action Center, a nonprofit advocacy organization that
specializes in substance abuse issues and has offices in New York and
Washington. "Violating confidentiality is an ambush that will drive many
people away from treatment.”

No date has been set to start searching applicants' records. The plan is
one of several new measures introduced by Mr. Turner to meet a
deadline set by Mayor Rudolph W. Giuliani, who vowed last year that by
the year 2000, "New York will be the first city in the nation, on its own,
to end welfare."

Mr. Giuliani, whose welfare overhaul is expected to be a centerpiece of
his likely campaign for the United States Senate, did not mean an end to
public assistance, Mr. Turner said. The Mayor meant that all adult
recipients would be moving from welfare to work through a variety of
assignments, including treatment for drug and alcohol abuse that is a
barrier to employment, Mr. Turner said.

The Mayor has cited one estimate that 20 percent of all people on public
aid have such substance abuse problems. Ten percent is the figure more
commonly accepted by substance abuse experts. But among mothers,
who are the bulk of adult recipients, only 2 percent have been identified
as substance abusers through a system of screening and testing put in
place two years ago, Mr. Turner said.

In several other jurisdictions around the country, including Florida and
Los Angeles County, officials have also identified lower-than-expected
rates of welfare mothers as substance abusers, for reasons that remain
unclear. But no other state is known to be contemplating a record search
like New York's, according to the Washington office of the Legal Action
Center, which represents many treatment centers nationwide.



Brian J. Wing, Commissioner of the State Office of Temporary and
Disability Assistance, which oversees city and county welfare operations,
approved the city's record search plan, said Daniel D. Hogan, his deputy.
Mr. Hogan added that some upstate counties have already conducted
such searches case by case.

Marc Rotenberg, executive director of the Electronic Privacy Information
Center, a civil liberties advocacy group based in Washington, said:
"Welfare recipients are among the first to lose their privacy. But the
unfortunate consequences of these tracking and matching technologies
tend to make their way up the line."

A Federal law passed in the 1970's makes it a crime, with few

exceptions, to disclose information about patients in drug and alcohol
treatment programs without the patients' narrowly defined written consent.
That consent does not allow redisclosure for any other purposes. Experts
on privacy law call the measure unique and exemplary, and contrast it to
the blanket consent forms allowed in the gathering of other types of health
care information.

Corinne Carey, a lawyer who has studied drug testing and welfare reform
nationwide, said that instead of searching records, the city should be
asking why more mothers on public assistance are not being identified by
the city's current screening system for substance abuse.

As tougher rules and a strong economy have combined to shrink New
York City's welfare rolls to about 670,000 from 1.1 million in 1994,
including children, fewer substance abusers are applying for public
assistance because they cannot deal with the hurdles or meet the work
requirements, said Ms. Carey, who works for the Urban Justice Center,
an advocacy organization opposed to the record search. Others hide their
problems from caseworkers because they fear losing their children.

And some advocates suggest drug use may actually be lower than experts
thought in the younger generation of poor mothers who saw crack
devastate parents or older siblings.

A different kind of explanation was offered by Bill Panepinto, an
administrator in the State Office of Alcohol and Substance Abuse
Services. The substance abuse screening form used by the city was
intended to be the framework for a personal interview by a trained
worker, he said, but for the last two years it has instead been handed out
to welfare applicants as a nine-question paper test. Those who answer
yes to two or more questions are referred to certified alcohol and
substance abuse counselors for further assessment, including a drug test.



Seven out of 10 welfare applicants referred to mandatory residential
treatment end up cut from all assistance, said Michael Kink, legislative
counsel to Housing Works, one of about 30 advocacy, legal services and
provider organizations that met yesterday because of concern about the
city's plan. "The sanction rate shows that this program is designed more to
drive people off the rolls than to get people help," he said.

Mr. Turner vigorously defends the program's intentions. Now, he said,
mothers are known to coach each other in the waiting room on how to
answer the questionnaire to avoid being assigned to mandatory treatment.
But treatment billing records may show they have been in and out of care
many times, he said. "If you're sick and your children are at risk because
you're a substance abuser," he said, "we believe it's not compassionate to
ignore that fact.”

Like most states, New York considered but rejected a requirement that
all public assistance applicants submit to drug tests. Instead, it asks
drug-use questions of all applicants, but uses physical tests only on those
whose answers or behavior raise a reasonable suspicion of abuse.

Universal testing is permitted under the Federal welfare overhaul, but only
Michigan is planning to use that approach, which has been widely
criticized as expensive, ineffective and vulnerable to constitutional
challenge.
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fi  $500 Millien Fund, as of 3-99

Total (Baas and Amount Date by which

Secondary) State Expanditures from | %8pent of Remaining of funds must be

Allacation from 8500 | $800 mililon TANF | Towl Allooatlan, ae of used (no lster
STATE miliign TANF fund fun £9-99 ) Alipomtion | 3-90
ALABAMA $ 6,504,807 |6 0 0% $ 8,504,807 11/156/48
ALASKA 8 3,030,335 | % 7,600 0% $ 3,031,835 07/01/00
AR{ZONA $ 7,691,603 |$ 17,801 0% $ 7,873,702 10/01/99 +
ARKANSAS $ 5,086,613 |$ 1,117,803 22% $ 3,977,710 07/01/00
CALIFORNIA $ 83,719,458 |$ 4,453,488 6% $ 78,266,880 11/26/90+
COLORADOQ s 5,188,318 |$ 0 0% s 5,168,316 07/01/00
CONNECTICUT 8 5,756,737 |$ 0 0% $ 6,756,737 10/01/99 +
DELAWARE $ 2,801,757 |§ 233 0% H 2.801,524 ga/1a/.00
DISTRICT OF COLUMBIA § 3,260,072 |§ 0 0% $ 3,250,072 03/01/00
FLORIDA - 22,262,230 |3 950,858 4% & 21,311,383 10/01/89 »
GEORQGIA $ 11,601,549 {$ 4] 0% S 11,591,540 01/01/00¢
HAWAII 3 3,435,742 |& 0 0% $ 3.435,742 07/01/00
IDAHO 3 3,288,535 |$ 541,328 16% s 2,747,207 07/01/00
ILLINOIS $ 16,383,604 |8 15,018 . % s 16,348,878 Q7/01/00
INDIANA $ 7,545,182 |8 452,521 8% $ 7,092,641 10/01/08 ¢
IOWA § 4,782,362 |8 2,405,247 50% $ 2,377,115 01/01/00
KANSAS $ 4,486,366 $ 389400 0% $ 4,106,977 10/01/99 »
KENTUCKY § 7,269,014 |§ [ 0% $ 7,260,014 10/16/08 *
LOUISIANA s 0,020,185 | & 0 0% $ 9,020,185 01/01/00
MAINE $ 3,660,238 |$ o] 0% § 3,560,239 11/0180
MARYLAND $ 7505943 |8 0 0% $ 7,505,843 12/00/9
MASSACHUSETTE $ 0,463,480 |8 1,606,887 18% $ 7,787,503 08/30/99 °
MICHIGAN 3 16,875,445 i$ 2,606,518 16% $ 13,388,929 08/30/98 *
MINNESOTA 5 7,708,788 |$ 3,798,870 4% s 3,910,009 07/01/00
MISSISSIPPI S 6,617,604 |8 187,678 3% S 8,410,928 10/01/89°
MIBSOURI $ 8,561,685 |§ 3,298,4_43 38% $ 5,283,522 12/01/p6°*
MONTANA s 2,784,134 |$ 7.653 0% $ 2,756,481 02/01/00
NEBRASKA s 3,308,247 |8 0 0% $ 3,308,247 12/01/09 *
NEVADA $ 3,268,808 |§ 3,258,808 100% ] 0 12/03/60
NEW HAMPSHIRE $ 2,875,052 |5 3020186 11% 1 2,573,038 10/a1/08 °
NEW JERSEY $ 11,012,253 |8 3,078,501 20% $ 7,833,682 02/01/00
NEW MEXICO $ 4,860,333 0% E 4,860,333 Q7/0n/00
NEW YORK s 37,034,666 |$ 367,892 1% 5 36,646,864 12/02/88
NORTH CARQLINA $ 11,850,703 |§ 0 0% $ 11,560,703 01/01/00
NORTH DAKQOTA $ 2,537,922 |8 47,094 2% $ 2,400,828 07/01/00
OHIO $ 18,600,161 |8 2,015,724 17% s 13,003,437 10/01/89«
OKLAHOMA $ 5,938,082 |$ 281,222 5% $ 6,848,860 10/01/99.
OREGON $ 5,740,656 |$ 1,467 855 26% $ 4,243,001 10/01/8 »
PENNSYLVANIA $ 17,663330 (8 2,854 0% s 17,850,485 03/03/00
RHODE ISLAND [ 3,450,771 |$ 3,002 0% $ 3,458,760 05/01/00
BOUTH CAROLINA s 6,221,783 |§ 0 0% $ 8.221,783 10/12/80 ¢
SOUTH DAKOTA $ 2,642,507 |$ 824,458 3% ] 1,818,138 12/01/69
TENNESSEE 5 9,250,889 |$ 4] 0% $ 9,250,889 10/01/89 «
TEXAS s 27,523,808 |$ 0 0% $ 27,523,808 11/05/89 ¢
UTAH $ 4,006,172 |$ 0 0% ] 4,008,172 10/01/09
VERMONT s 2,801,672 |$ 0 0% ] 2,801,672 09/20/98 ¢
VIRGINIA s 8,531,622 |§ 2,020,100 24% s 6,511,413 02/01/00
WASHINQTON $ 10,443,170 |§ 2,364,208 23% s 8,078,965 01/10/00
WEBT VIRGINIA s 5,420,603 ($ 121,820 2% ] 5,208,984 01/11/00
WIBCONSIN $ 7,023,766 |§ 49,362 1% $ 6,074,404 08/30/89 «
WYOMING $ 2,475,344 |8 212,028 a% € 2261 218 a1/61/00
TOYAL ] 480,828,441 |$ 38 333,778 6% [ 451,402,663

Source: Health Care Financing Administration, financial information; Agency for Childran and Famiiies,
dates of fund expiration.
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STATUS OF TANF PLANS
as of 9/29/97 10:00au

Source: U.S. Dept. of Health & Human Services/Administration for Children & Families

H .

e

States/D C. /Terrltorles submltted 51 ]

States/D C /Temtorles certlﬁed 51

States/D.C. pending: 0

Trlbes pending: |

*NOTE: Tribal plans are approved, unlike state and territory
plans which are certified.

oS

Sbpmr Wt »AW

Wisconsin 8/22/96 | 9/30/96 09/30/96 |
Nl_\/Iichigan 8/27/96 913096 09/30/96
Ohio 91996 [ 11196 10/0179—6“:“
Florida - 9720/96 “ 10/8196 _ 100196
Vermont 9/20/96 | 11189 || 0972009

'M;‘sgéchusettsmw 9/23/96 1/28/97 09/30/96

MarYIand _____________________________________________________________ g o 1 '226'9}58 ________________________
"Oregon _________________________________________ _4_”,__9/27/96 ~ e ! e
Arizona 9730/9% o 11/1/9 10/01/96_
Kentucky 95309 11/18/96 | 10/18/96
Maine — 973009 | 12/27/96 11/01/96

Oklgﬁéég - W9'/30/96 " 11196 ”"“1“'6/(-)1‘/9”6‘%%_
e S iw 12/20/96___.,__,_,____1 e
Utah 9/30/9 || 12/13/96 10/01/96 |
__Alabama ____________10/1/96 I 12/7/96 ! __________________________ i”i”/"15/96 __________________________ .
Y L L L
indiana_ 1071/96 ‘ [1/1/96 ! 10/01/96

\

8/13/99 4:24 PM
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Kansas

10/1/96

http://www.act.dhhs.gov/news/weltare/stplans.htm

| 11/27/96

|

10/01/96

Louisiana

10/1/96

1/10/97

|

01/01/97

Mississippi

10/1/96

1 1/27/96

10/01/96

Missouri

10/1/96

12/23/96

12/01/96

12/01/96

New Hampshire

10/1/96 |

11/12/96

10/01/96

South Dakota

10/1/96

12/7/96

12/01/96

Texas

10/1/96

11/26/96

11/05/96

Chippewas (WI)

Red Cliff Band of Lake Superior

10/2/96

9/29/97

10/1/97

California

10/9/96

12/7/96

11/26/96

New Jersey

10/15/96

1/29/97

02/01/97

South Carolina [ 1071209 1397 ([ 10/12/9

e e T
e e
S e T
North Carolina_ [Toris/ee [ 1/10/97 01/01/97

Montana [iuiee [ ameT || aner
Georgla i 11/15/96 1721797 01/01/97
—— e

1 1/26/96

2/13/97

01/11/97

12/4/96

03/01/97

V1rg1n1a

12/6/96

2121197

02/01/97

Washmgton § 12/12/96 1/14/97 01/10/97
Guam | 19197 [ 627197 07/01/97
Delaware 12297 4197 | 03/10/97

Pennsylvama

/2297 |

4/23/97

03/03/97

Osage Tribe (OK)

2121198

Forest County Potawatoml (WI) i

i

3/4/97

6/30/97

7/1/97

Rhode Island

6/9/97

05/01/97

Klamath Tr1be (OR)

3/20/97

5/15/97

JURIPUN RS [ VU I S

7/1/97

[

8/13/99 4:24 PM
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[NewMexico || 4497 65T j| 0710157
Hawaii ! 4/7/97 6/27/97 l 07/01/97
"Mﬂilnneéo;a; | 5/1/97 97 07/01/97 |
NoDakoa [ 187 [ easm | 007 |
Colorado 5/ 13/97 | 6/27/97 07/01/97
Soka(;é;n Chlppewa (WI) ___________ 5/14/97 __.__9/29/97_ N | 10/1/97
Idaho 5/1 597 | 6/57/97 } "07/01/97
1111n01s 5/19/97 1 7/1/97 l 07/01/97
Arkansas ; 5/21/97 6/26/97 07/01/97
Stockbridge-Munsee (WI) 5/22/97 9/29/97 l 10/1/97
Virgin Islands 5/22/97 6/30/97 07/01/97
Alaska ‘5/30/97 6/27/97 07/Owlm/§7 ~
Slss;:ton Wahpeton (SD) 6/3/97 ‘ 9/29/97 l 10/1/97
Puerto Rlco _____________________________________ ____6/12/9_7 6/30/97______ 07/01/97
gl(ggiierated Trlbes of;letz — ; ____________________ 9 / 29/97._...__._.______ ) 1_0/1/97 ________________
Pascua Yaqu1 (AZ) ....... 6/27/97 | 102197 | [1/1/97
Whlte Mountain Apache 6/30/97 g 10/24/9; 11/1/97 _f
Southem Callifornia Tribal 130098 || 2/25/98 3/1/98

Bepartment of Brohb snd Banun Berviees

l\'ellm HReform

s o s oot romis Return to the ACF Welfare Reform Information Main Page

- This page was last updated on 3/11/98 9:39:22 AMAM

Quest10ns‘7 Contact: ACF Public Affairs: 202-401-9215 or e-mail us.
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(h) TRANSITIONAL INCREASED FEDERAL MATCHING RATE FOR INCREASED
ADMINISTRATIVE
COSTS.--

(1) IN GENERAL.--Subject to the succeeding provisions of this subsection, the Secretary
shall

provide that with respect to administrative expenditures described in paragraph (2) the per

centum specified in section 1903(a)(7) shall be increased to such percentage as the Secretary

specifies.

(2) ADMINISTRATIVE EXPENDITURES DESCRIBED.--The administrative expenditures
described

in this paragraph are expenditures described in section 1903(a)(7) that a State demonstrates

to the satisfaction of the Secretary are attributable to administrative costs of eligibility

determinations that (but for the enactment of this section) would not be incurred.

(3) LIMITATION.--The total amount of additional Federal funds that are expended as a result

of the application of this subsection for the period beginning with fiscal year 1997 and ending

with fiscal year 2000 shall not exceed $500,000,000. In applying this paragraph, the

Secretary shall ensure the equitable distribution of additional funds among the States.

(4) TIME LIMITATION.--This subsection shall only apply with respect to a State for

expenditures incurred during the first 12 calendar quarters in which the State program funded

under part A of title IV (as in effect on and after the welfare reform effective date) is in effect.

(i) WELFARE REFORM EFFECTIVE DATE.--In this section, the term "welfare reform date"
means the

effective date, with respect to a State, of title I of the Personal Responsibility and Work
Opportunity

Reconciliation Act of 1996 (as specified in section 116 of such Act)[328].
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vailabili 193
Background: . .
. Section 193 1(h) of the Personal Responsibility and Work Opportunity Act provided for a

$500 million fund available to States at enhanced Federal matching rates for certain _
administrative expenditures. This provision was implemented in a Federal Register notice
(MB-110-NC) and an All-State Medicaid Director Letter from the Medicaid Bureau, both
dated May 14, 1997. Section 1931(h)(3) of the Act established a $500 million fund and
provided the authority for DHHS to establish a basis for allocating the fund among States.
Section 1931(h)(3) of the Act further stipulates that these funds must be used within “the
period beginning with fiscal year 1997 and ending with fiscal year 2000.”

Section 1931(h)(4) of the Act stipulates that States’ allocations of the $500 million fund
are available for expenditures “incurred during the first 12 calendar quarters in which the
State program funded under part A of title IV (as in effect on and after the welfare reform
effective date) is in effect.” [Part A of title IV refers to pre-reform provisions-- the
regulations state that these outreach funds are “available ... only during the firat 12
calendar quarters in which the State’s Temporary Assistance to Needy Families program
... is in effect after August 21, 1996."]

California’s timeline for TANF implementation:

The “effective date” for California’s TANF program was 11/26/96. This is the date when
ACF “certified as complete” California’s TANF program, notifying the State that their
TANF program met statutory requirements. The approval was not retroactive. HCFA
has interpreted this to mean that the TANF program was in effect during the first quarter
of FY 1997. Hence, the 12 quarter period for California was established as 10/1/96
through 9/30/99.

California began expending TANF funds in December 1996.

California later changed their TANF program by enacting CalWORKS. AB 1542, the bill
that enacted CalWORKS, was signed on August 11, 1997,

The effective date for CaAlIWORKS was January 1998. The 58 counties began enrolling
eligible recipients into CalWORKS throughout 1998.

California implemented its 1931 group under its Medi-Cal program in January 1998.

California’s allocation of funds:

California’s allotment of the Federal outreach funds is $83,719,458. To date, they have
allocated $17.9 million of these funds through contracts with counties. Many counties
have in tumn subcontracted with community organizations to carry out outreach activities.
California began claiming the enhanced administrative funds in the quarter ending 9/30/98.
Through the quarter ending 3/31/99, California has claimed $13.1 million.

The State and advocates are concerned that the September 1999 end date for use of the
State’s outreach allocation will occur around the same time that TANF benefits will be
discontinued for many recipient, and when outreach efforts would be particularly useful.
Further, some of the community organizations that have contracted with the State for use
of a portion of these outreach funds have remaining finds available for outreach, should
the State’s end date for use of the funds be extended.
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May 14, 1997

Dear State Medicaid Director:

This letter and attachments provides guidance on how State Medicaid Agencies must report, and
the Health Care Financing Administration (HCFA) will track, certain Medicaid administrative
expenditures and budget projections relating to the provision of the Welfare Reform legislation
(Public Law 104-193, enacted August 22, 1996), the Personal Responsibility and Work
Opportunity Reconciliation Act of 1996 (PRWORA), which established a special $500 million
fund available to States for enhanced Federal matching for such expenditures.

In consultation with State intergovernmental groups, HCFA allocated two amounts from the $500
million fund to each State Agency, to be used for allowable expenditures. The first allocation is a
minimum amount and is generally the same for all States (82 million). States may make claims for
any allowable expenditures against this allocation at the enhanced Federal matching rate of 90
percent. The second amount differs among States and was based on State specific factors such as
caseload and Medicaid administrative expenditures. States may make claims for allowable
expenditures against this allocation at two rates, 90 or 75 percent, relating to the category of
expenditure, '

The allocated funds are available to each State for certain administrative expenditures attributable
to the costs of Medicaid eligibility determinations related to this Welfare Reform provision and
incurred during the first three years the State’s Temporary Assistance for Needy Families (TANF)
program is in effect, but no earlier than October 1, 1996 and no later than September 30, 2000.

There are 3 attachments to this letter. The first attachment contains more detailed guidance
describing this provision and the reporting requirements that States must follow in order to claim
for allowable expenditures at the enhanced Federal matching rates. The second attachment is a
chart showing the States’ allocations from the $500 million enhanced Federal matching Fund.
The third attachment is the Federal Register notice (MB-103-NC) implementing this provision.

If you have any questions or require further information, please contact your HCFA Regional
Office.

Sincerely,
s/
Judith D. Moore

Acting Director
Medicaid Bureau

202 698 6262 P.@3/12
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ATTACHMENT

STATE REPORTING OF EXPENDITURES AND BUDGET PROJECTIONS RELATING
TO $500 MILLION ENHANCED FEDERAL MATCHING FUND

B ung - Repeal of t Pro . Title I of the Personal Responsibility and
Work Opportunity Reconciliation Act of 1996 (PRWORA) replaced the open-end funded Aid to
Families with Dependent Children (AFDC) cash assistance program with the block grant funded
Temporary Assistance for Needy Families (TANF) program. Previously, receipt by a family of
cash assistance under the AFDC program conferred automatic Medicaid eligibility. Under section
1931 of the Social Security Act (the Act), as amended by section 114(a) of PRWORA, in general
State agencies must provide Medicaid eligibility to those low-income families meeting the
eligibility requirements for AFDC under the States’ AFDC State plans in effect as of

July 16, 1996.

$500 Million Fund Established.  To assist State Medicaid agencies with the additional
Medicaid administrative expenditures that they will incur as a result of determining AFDC-related
Medicaid eligibility, section 1931(h) of the Act, established a $500 million enhanced Federal
matching fund and directed the Secretary of the Department of Health and Human Services to
ensure the equitable distribution of the fund among the States and territories.

Two Allocations Of The Fund For Each State.  In consuitation with State intergovernmental
groups, the Health Care Financing Administration (HCFA) allocated two amounts to each State

agency from the $500 million fund: a minimum (Base) Allocation which is generally the same for
all States (82,000,000); and an additional amount (Secondary Allocation), which differs among
States and was allocated in accordance with a formula based on State specific factors such as
caseload and Medicaid administrative expenditures. State agencies may claim Federal funding for
allowable activities against the Base Allocation at a 90-percent enhanced Federal matching rate.
States may claim Federal funding for allowable activities against the Secondary Allocation at two
rates: a 90-percent enhanced Federal matching rate for specified activities considered critical to

protecting recipients; and a 75-percent enhanced Federal matching rate for other allowable
activities.

Period for Which Enhapced Funds Are Available, A State agency may claim enhanced
Federal matching funds for allowable expenditures incurred during the first 12 calendar quarters
(3 years) in which the State’s TANF program is in effect. Furthermore, the enhanced Federal
matching funds are only available for allowable expenditures for the period beginning with Federal
fiscal year 1997 (that is October 1, 1996) and ending with Federal fiscal year 2000 (that is,
September 30, 2000).

QOne Enhanced Federal Matching Rate for the Base Allocation. We established the higher

90-percent enhanced Federal matching rate associated with the Base Allocation to recognize the
pressing startup and other common costs among States related to the transition from AFDC to
the TANF program. The higher Federal matching rate for the Base Allocation will help expedite
funds to States for such costs.
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ed Fe ' We established the
two enhanced Federal matchmg rates assocxated vnth the Secondary “Allocation to recognize two
priorities of activities related to this provision. Items of the highest priority are indicated in the
Allowable Activities section below by an asterisk (*) and are claimed at the higher 90-percent
Federal matching rate. These items are associated with beneficiary oriented activities such as
outreach, public service announcements, and education. The higher 90 percent enhanced rate
encourages such activities and recognizes the importance of ensuring that individuals do not lose
their eligibility inappropriately, are cotrectly determined (or redetermined) eligible, and
understand program requirements during, the critical period of transition to TANF. The lower
75-percent enhanced Federal matching rate addresses the other activities performed during the
transition period,

Allowable Activities, Expenditures for activities allowable for enhanced Federal matching funds
under this provision include only those that would otherwise be Federally matched as Medicaid
administrative expenditures at a SO percent rate under section 1903(a)(7) of the Act. These are
expenditures attributable to the increased administrative costs of Medicaid eligibility
determinations and directly related activities incurred because of the transition from AFDC to
TANF, and resulting from the enactment of section 1931 of the Act. For example, expenditures
related to new Medicaid eligibility workers (including outstationed eligibility workers) hired by a
State to implement the provisions of section 1931 of the Act would be allowable at the enhanced
Federal matching rates. In addition, PRWORA activities performed by current eligibility workers
would be allowable at the enhanced Federal matching rates. On the other hand, expenditures
related to activities of outstationed eligibility workers who determine Medicaid eligibility for
Supplemental Security Income (SSI) related individuals, such as the aged and disabled, or other
non-PRWORA activities would not be allowable at the enhanced Federal matching rates.

With respect to the Base Allocation all of the allowable activities on the following list would be
claimable at the 90 percent enhanced Federal matching. With respect to the Secondary
Allocation, those allowable activities indicated with an asterisk (*) would be claimable at the 90
percent enhanced Federal matching rate. The other allowable activities with no asterisk would be
claimable against the Secondary Allocation at the 75 percent enhanced Federal matching rate.

® Educational activities (relating to current or potential beneficiaries). *
. Public service announcements (PSAs),*

° Outstationing of eligibility workers (more workers or new locations, for example,
churches, day care centers, WIC offices, health care providers).*

® Training related to the section 1931 provisions—*

Eligibility workers
Providers

Outstationed eligibility workers and other individuals
Community
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. OQutreach activities (for example, general or targeted mailing campaigns, contracts
to assist beneficiaries with the redetermination process).*

| Developing and disseminating new publications (targeted to at-risk populations).*

° Local community activities (for example, meetings with community leaders and
speeches to community groups).*

° Hiring new Medicaid eligibility workers (related to section 1931 determinations).

° Designing new eligibility forms, for example, a single application for TANF and
Medicaid whether eligibility is linked or not.

L Identification of “at-risk” TANF recipients (in this context, at-risk refers to
vulnerability to losing Medicaid eligibility as a result of the TANF provisions).

® State and local government organizational changes related to the section 1931
provisions.

° Intergovernmental activities.
® Eligibility systems related changes.

® Other activities identified by States and approved by the Secretary as
applicable to the enhanced matching fund provisions.

In order for State agencies to claim Federal funds for these allowable activities at the appropriate
enhanced Federal matching rates associated with the two allocations, and for HCFA to properly
track State expenditures against the allocations, States will need to report the expenditures on the
Form HCFA-64 (Quarterly Medicaid Statement of Expenditures for the Medical Assistance
program) and Form HCFA-37 (Medicaid Program Budget Report), as described in the sections
below.

REPORTING EXPENDITURES FOR STATE AND LOCAL ADMINISTRATION -
FO 'A-64.10 AND 64.10P '
Wai hedul Forms H -64.10/1 In order for State agencies to claim

Federal funds for allowable administrative activities at the correct enhanced Federal matching
rates associated with the Base and Secondary Allocations, and for HCFA to track State
expenditures against the two allocations, States must create two separate waiver schedules for the
Form HCFA-64.10, one for each of the two allocations. Note, line 14 of the Form HCFA-64.10
has previously allowed Federal share entries to be reported only in column (d) at the 50 percent
rate. In order to allow the reporting of expenditures at the enhanced Federal matching rates of 90
and 75 percent, the Medicaid Budget and Expenditure System (MBES) has been modified to
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allow entries to be reported on the Form HCFA-64.10 in columns (b) at 90 percent, and (c) at 75
percent.

Bage Allocgtion. In order to report and claim expenditures against the Base Atlocation at the
associated 90 percent Federal matching rate, the State must create a waiver schedule of the Form
HCFA-64.10, indicating “TANF" in the “TYPE OF WAIVER" block and “BASE ALLOC" in the
“WAIVER NUMBER" block. All allowable expenditures for which States are claiming against
the Base allocation must be reported on line 14 (OTHER FINANCIAL PARTICIPATION) of
this waiver schedule of the Form HCFA-64.10. The total computable amounts must be reported
in column (a) and the (90 percent) Federal share amounts must be reported in columns (b) and (f).

n ocatj In order to report and claim expenditures against the Secondary
Allocation at the associated 90 and 75 percent Federal matching rates, the State must create a
waiver schedule of the Form HCFA-64.10, indicating “TANF” in the “TYPE OF WAIVER" block
and “SECONDARY ALLOC" in the “WAIVER NUMBER" block. All allowable expenditures
for which States are claiming against the Secondary allocation must be reported on line 14
(OTHER FINANCIAL PARTICIPATION) of this waiver schedule of the Form HCFA-64.10.
The sum of all the total computable amounts for both the 75 percent and the 90 percent activities
must be reported in column (a). The 90 percent Federal share amounts must be reported in
column (b) and the 75 percent Federal share amounts must be reported in column (c). The sum of
the Federal share amounts reported in columns (b) and (c) must be reported in column (f).

Base Form of the Form HCFA-64,10. Line 14 of the base form of the Form HCFA-64.10
must include the combined totals in each of the columns from all the “TANF” waiver forms, as
well as the usual current administrative expenditures reported by the States on this form. Note,
any entries on the base form of the Form HCFA-64.10 in columns (b) at 90 percent-and (c) at 75
percent must reflect only the TANF expenditures related to the Base and Secondary Allocations.
The following example illustrates how to complete the Form HCFA-64.10/10p.

Example. For the third quarter of FY 1999 the State has the following current
quarter total compuytable “Other Financial Participation” administrative expenditures:

® $100,000,000 in regular Medicaid administrative expenditures

® $6,500,000 in total administrative expenditures for allowable TANF related
activities:

$1,000,000 in expenditures for TANF activities to be applied towards the
Base Allocation at 90 percent.

$3,000,000 in expenditures for TANF activities to be applied towards the
Secondary Allocation at 90 percent.

$2,500,000 in expenditures for TANF activities to be applied towards the
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Secondary Allocation at 75 percent.

° $50,000 in prior period expenses. In addition to the above current quarter
expenditures, in the third quarter of FY 1999 the State has $50,000 of total
computable allowable TANF related expenditures related to a prior period, FY_
1998, to be reported against the Secondary Allocation at 75 percent.

In order to report the above regular and TANF related administrative expenditures, the

State will need to do the following:
° For the Base Allocation qurrent quarter expendituces, create a Form HCFA-64.10

waiver schedule for the third quarter of FY 1999, indicating on line 14 $1,000,000

in Calumn (a) and $1,000,000 in column (b). The system will calculate the federal

share of $900,000 (90 percent of $1,000,000) for column (b) and report $900,000
in column (f). Indicate “TANF" as the Type of Waiver and “BASE ALLOC" as the
Waiver Number. Indicate June 30, 1999 in the Quarter Ended block.

° For the Secopdary Allocation current guarter expenditures, create a Form
HCFA-64.10 waiver schedule for the third quarter of FY 1999, indicating on line

14 $5,500,000 ($3,000,000 plus $2,500,000) in column (a), $ 3,000,000 in
column (b), and $2,500,000 in column (c). The system will compute $2,700,000
in column (b) (90 percent of $3,000,000), $1,875,000 in column (c) (75 percent of
$2,500,000) , and $4,575,000 in column (£) ($2,700,000 plus $1875,000).

Indicate “TANF” as the Type of Waiver and “SECONDARY ALLOC" as the
Waiver Number. Indicate June 30, 1999 in the Quarter Ended block.

° Base Form HCFA-64.10,  For line 14 of the third quarter FY 1999 cusrent
quarter expenditures base Form HCFA-64.10, indicate $106,500,000 total
computable in column (a), $4,0000,000 in column (b), $2,500,000 in column (c),
and $100,000,000 in column(d). The system will compute $3,600,000 (Federal
share at 90 percent) in colurnn (b), $1,875,000 (Federal share at 75 percent) in
column (c), $50,000,000 (Federal share at 50 percent) in column (d), and
$55,475,000 total Federal share in column f). Indicate June 30, 1999 in the
Quarter Ended block.

create a Form HCFA-64. lOp waiver schedule for FY 1998 mdncatmg on line 14
$50,000 in columns (a) and (c). The system will compute $37,300 (75 percent of
$50,000) in columns (c) and (f). Indicate “TANF" as the Type of Waiver and
“SECONDARY ALLOC" as the Waiver Number. Indicate June 30, 1999 in the
Quarter Ended block. Indicate 1998 in the Fiscal Year block. '

° Summary Form HCFA-64.  Finally, the total computable amounts of
$106,500,000, and the associated Federal shares of $55,475,000, for the current

third quarter of FY 1999 (which were reported on the base Form HCFA-64.10),
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will be included on line 6 in columns (c) and (d) of the summary Form HCFA-64.

The total computable amount of $50,000, and the associated Federal shares of
$37,300 for the prior period FY 1998, will be included on line 7 in columns (c) and
(d) of the summary Form HCFA-64. _ :

KIN ABLE EXP A T TATE AL ATI

Section 1931(h) of the Act provides for enhanced Federal matching for States’ claims against the
Base and Secondary Allocations. These enhanced Federal matching rates are in addition to
Federal funds that would ordinarily be available for such expenditures at the 50 percent matching
rate available under section 1903(a)(7) of the Act. Therefore States’ claims for allowable
administrative activities will reduce their Base and Secondary Allocations only by the amounts
that are in excess of the usual 50 percent Federal matching rate, and not by the entire Federal
matching amount. Specifically, States’ allocations will be reduced by the amount of the claim
multiplied by the difference between the enhanced Federal matching rate percentage and the
(usual) 50 percent rate.

Using the example above, the State’s allocations would be reduced by the following:

e  The Base Allocation would be reduced by $400,000 (900,000 - $500,000) with
respect to the total computable expenditure of $1,000,000, which received 90
percent Federal matching.

[ The Secondary Allocation would be reduced by $1,200,000 ($2,700,000 -
$1,500,000) with respect to the total computable expenditure of $3,000,000,
which received 90 percent Federal matching.

® The Secondary Allocation would be reduced by $625,000 (81,875,000 -
$1,250,000) with respect to the total computable expenditure of $2,500,000,
which received 75 percent Federal matching.

] The Secondary Allocation would be reduced by $12,500 ($37,500 - $25,000) with
respect to the prior period total computable expenditure of $50,000, which
received 75 percent Federal matching,

The above amounts will be tracked against the States’ respective Base and Secondary Allocations
by the grants analysts in the HCFA’s Medicaid Bureau and reflected in the quarterly grant awards
for each State.

POSSIBLE RE. N OF FUNDS: KING ABLFE
EXPEND R THE AL NS ARE

Once a State’s has claimed up to its Base and Secondary allocations (that is, the State’s
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allocations have been reduced to $0) Federal funds will only be available for allowable
expenditures at the usual 50 percent matching rate. However, it is possible that certain States
may never reach their allocations; that is, they may not incur sufficient expenditures during the
applicable period to use up their entire allocations. If there are such unused funds, HCFA would
reallocate the unused Federal funds to those other States that may have incurred allowable
expenditures in excess of their allocations during the applicable period, if the excess allowable
expenditures have been reported appropriately.

In order for HCFA to reallocate any potential unused amounts from the $500 million fund to
those States that may be able to use them, and for such States to claim the reallocated fund at the
enhanced Federal matching rates, the States will need to continue to report and HCFA will need
to continue to track the amounts of allowable expenditures incurred by such States during the
applicable period under these provisions. This would need to be done even after the States have
reached their allocations in order for HCFA at the time of reallocation to identify and match the
expenditures at the appropriate enhanced Federal matching rate. Therefore, States that want to
be eligible for any potential reallocation will need to continue to report allowable expenditures,
even after they have reached their allocations.

However, after a State has claimed up to its allocations, but prior to the availability of any
reallocation, HCFA would have to defer or disallow claims for allowable expenditures at the
enhanced Federal matching rates, if the State were to continue to report and claim the
expenditures at the 90/75 percent enhanced Federal matching rate on line 14 columns (b) and (c)
of the waiver schedule of Form HCFA-64.10/10p. That is, prior to the availability of any
reallocated amounts, Federal finds would not yet be available for States’ claims which are in
excess of their State allocations at other than the 50 percent rate and amounts of claims in excess
of 50 percent would have to be deferred or disallowed.

In order to avoid the need for deferral or disallowance actiong yet still provide information that
would be used by HCFA to pay claims against potential reallocated funds, States should continue
to report the allowable expenditures in excess of its allocations, but only at the 50 percent rate, on
line 14 in column (d) of the Secondary Allocation waiver schedule of Form HCFA-64.10/10p.
Since these amounts will only be reported in the 50 percent column (d) on line 14, the State will
also need to distinguish between amounts of the allowable expenditure that would be claimed at
90 or 75 percent. In order to properly distinguish these expenditures, States should use the
narrative sheet of the Form HCFA-64 to indicate and separately identify the amounts of the
expenditures that would have been claimed at 90 percent and at 75 percent.

Example, A State has claimed up to its Base Allocation and Secondary Allocation by
the end of FY 1998 (September 30, 1998). In the first quarter of FY 1999 the State has
allowable TANF related expenditures which otherwise could have been claimed at the
enhanced Federal Matching rates of 90 percent and 75 percent in the total computable
amounts of $1 million and $2 million, respectively. On line 14 of the Secondary
Allocation waiver schedule of the Form HCFA-64.10, the State should report $3 million
($1 million plus $2 million) in the total computable column (a) and $1.5 million (50
percent of $3 million) in the 50 percent Federal matching rate column (d). On the
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natrative sheet of the HCFA-64, the State should indicate to the effect: “The $3 million
total computable TANF related expenditures reported on line 14 in column (a) of the
Secondary Allocation waiver schedule of the Form 64.10, represents $1 million in
allowable expenditures for activities that could otherwise have been claimed at an
enhanced Federal matching rate of 90 percent, and $2 million at 75 percent, except that
the State has already claimed up to its TANF aliocation.”

PR B T REPORT F A-37.10

States must include and report all allowable TANF expenditures on line 14, Other Financial
Services, of the Form HCFA-37.10, Include and enter the total computable portion in column A
and the Federal share in column B. This line will no longer automaticatly calculate the Federal
share in column B. After entering the total computable amount you must calculate the Federal
share in order to receive reimbursement since line 14 will now reflect the multiple Federal
matching rates. In order for HCFA to relate the amounts indicated on line 14 to the TANF
provisions, the State must indicate in the narrative section of the Form HCFA-37.12 the amount
of TANF expenditures they are requesting for both the Base and Secondary allocation. The
example below illustrates the completion of the Form HCFA-37.

Exzample.  For FY 1999 the State projects the following (dollars are in thousands):

° $100,000 in total computable regular line 14 Other Financial Participation
administrative expenditures, to be Federally matched at 50 percent. The
projected Federal share of this amount would be $50,000.

° $1,000 in total computable expenditures to be applied against the base
allocation at the 90 percent Federal matching rate. The projected Federal
share of this amount would be $900.

® $3,000 in total computable expenditures to be applied against the
secondary allocation at the 90 percent Federal matching rate. The
projected Federal Share of this amount would be $2,700.

® $2,550 in total computable expenditures to be applied against the
secondary allocation at the 75 percent Federal matching rate. The
projected Federal share of this amount would be $1,913.

In accordance with this information the State must complete the Form HCFA-37 as
follows:

® On the Form HCFA-37.10, the State must report the following for budget
year FY 1999:

$106,550 ($100,000 + $1,000 + $3,000 + $2,550) on line 14
column A,
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$55,513 (850,000 + $900 + $2,700 + $1,913) on line 14 in
column B. '

® In the narrative section of the Form HCFA-37.12 the State must indicate
language to the effect for FY 1999:

“Explanation of Line 14 of the Form HCFA-37.10. The $106,550
Other Financial Participation total computable expenditure amounts
includes $100,000 in regular expenditures Federally matchable at
50 percent, and “Section 1931 related TANF expenditures” as
follows: $1,000 applicable towards the Base Allocation and
Federally matchable at 90 percent, $3,000 applicable to the
Secondary Allocation and Federally matchable at 90 percent, and
$2,550 applicable to the Secondary Allocation and Federally
matchable at 75 percent. The $55,513 Other Financial Participation
Federal Share expenditure amounts reflects the above total
computable expenditures at the respective Federal Matching rates:
$50,000, $900, $2,700, and $1913."

TOTAL P.12
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$800 MILLION ENHANCED MATCH ALLOCATION PERIOD

ALABAMA 10/1/98 - 9/30/89
ALASKA 71RT 7117 - 63072000 |
ARIZONA 10/1/96 10/1/98 - 8309
ARKANGAS T1RT 7/1/97 - 6/30/2000 |
CALIFORNIA 11126798 10/119% -3/30/39
COLORADO TIRT 71187 - 32000
CONNECTICUT 10/1/88 . 10/1/96 - 9/30/89 |
DELAWARE 31097 1187 - 123199
DISTRICT OF COLUM /187 11m7 . 123138
FLORIDA 10/108 10/196 - 3/30/89 |
GEORGIA 1197 1187 - 123198
GUAM T7MR7 7/107 - €0/2000
| HAWAII 71187 71187 - 6/30/2000 |
IDAHO 7187 71137 - 6/30/2000
ILLINOIS 71197 7/177 - €/30/2000
INDIANA 10/196 10/1/98 - 93088
IOWA 1187 1/187 . 1273189
KANSAS 10/1/%¢ 10/1/98 - 9/30/89
KENTUCKY 10/18/88 10/1%6 - /3079
LOUISIANA 17 1137 - 1231788
MAINE 11/1%8 011708 - 9/30/59 |
MARYLAND 12/9/9%6 10/1/98 - 8/30/89
MASSACHUSETTS 9/30/96 ' 10/196 - %3079
MICHIGAN 9/30/96 10/1%6 - 6/30/88
MINNESOTA 71197 7/1R7 - 63072000
MISSISSIPPI 10/1/9¢ 10/1/90 - 6/30/99
MISSOUR) 12/1/99 10/1/6 - 8/30/88
MONTANA 12/1¢/88 , 10/176 - 073039
NEBRASKA 1211188 g 10/1/98 - 9730799
NEVADA 12136 . 10/1/98 - 9/30/89,
NEW HAMPSHIRE 10/1%6 | - 10/176 - 0/30/80
NEW JERSEY 21197 1187 - 1231189
NEW MEXICO 7197 . 71197 - 6/30/2000
NEW YORK 127296 10/1/98 - 973030
NORTH CAROLINA 11197 11187 - 1291138
NORTH DAKOTA 711m7 7/1R7 - 813012000
OHID 10/1/98 10/196 . 9/30/8%
OKLANOMA 10/198 | 10/1%6 - 530/89
OREGON 10/1/9¢ 10/188 - 8/30/99
PENNSYLVANIA J387 1197 - 123188
PUERTO RICO 71Mm7 7117 - ©/30/2000
| RHODE ISLAND 811197 /1197 - 33 V2000
' SOUTH CAROLINA 10/12/9¢ 10/1/96 -8/30/80
| SOUTH DAKGTA 121196 101786 - 230/ |
TENNESSEE 10/186 10/1/96 - 8130199
| TEXAS 117896 10/1796 - 9/3009
UTAN 10/v86 10/1796 . 9/30/%9
VERMONY /20198 10/1/90 - 5730799
VIRGIMA 2187 , 111%7 - 1273118 |
 VIRGIN GLLANDS 71187 711787 - 63072000
WASHINGTON 11097 — 17AT - 123199 |
"WEST VIRGINIA 1187 11187 - 12731/98
WISCONSIN 9/30/00 } 1071798 - /3079 |

TOTAL P.B2
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