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The Honorable E. Clay §hau Jr.
Bouse of Representatives
wWashington, D.C. 20515

Dear Nrxr. Shaw:

Thank you for your letter concerning the "Draft Potential
Specifications for Interim Award of High Performance Bonus (FY
1999)." I value your perspective on this very important matter.

The proposed specifications are intended to be included in
guidance that would be effective only in the first bonus year.
They were developed in consultation with the National Governors'
Association, the American Public Welfare Association, the
National Conference of State Legislatures and State
representatives. I believe that they reflect the most integral
aspects of work in velfare reform. The four work measures we
will use to award the first year High Performance Bonus reflact
all aspects of a state's success in moving families from welfare
to enzloynent—hased self-sufficiaency. Full success requires
recipients not only to get jobs, but sustain them, and to
increase their earnings in order to be independent and capable of
supporting their families.

In our extensive consultations, we explored a range of measures
including family formation and stability. We moved ahead with
respect to work, because ve beljievad it was vital for states to
have guidance with respect to how FY 1998 performance would be
measured. We aid not include any measures regarding family
formation and stability in the guidance, because we baa
difficulty identifying any that would provide effective
incentives to states to design policies to achieve the objectives
of TANF and for which a reliable gata source existed or could be
quickly developed. We will continue, however, to explore such
measures for the High Performance Bonus in future years and will

seek advice on this matter through the Notice of Proposed
Rulemaking process.

I appreciate your support for the role of the High Performance
Bonus as a Key tool in making welfare reform successful. I
remain firm in my belief in the importance of our eontinuing teo
work with your committee in all mattera, including the
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development of the High Performance Bonus for future years, and
have asked Assistant Secretary Golden to meet with your staff in
preparation for the Notice of Proposed Rulemaking. :

ely,

Dgnna lala
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The Honorable E. Clay Shaw Jr.

Dear Congressman Shaw:

Thank you for your letter of March 5 concerning the "Draft Potential Specifications for Interim
Award of High Performance Bonus (FY 1999)." I value your perspective on this very important
matter.

The proposed specifications are intended to be included in guidance that would be effective only
in the first bonus year. They were developed in consultation with the National Governors'
Association, the American Public Welfare Association, the National Conference of State
Legislatures and State representatives. I believe that they reflect the most integral aspects of
work in welfare reform. The four work measures we will use to award the first year High
Performance Bonus (HPB) reflect all aspects of a state's success in moving families from welfare
to employment-based self-sufficiency. Full success requires recipients not only to get jobs, but
sustain them, and to increase their earnings in order to be 1ndependen d capable of supportin
their families. ey % Aty & fz(“z/t)
. nc Judlin @
In our extensive consultations, we explored a range of measures adésessiag family formation and
stability. We moved ahead with respect to work, beécause we believed it was vital for states
to have guidance with respect to how FY 1998 performance would be measured. We did not
include any family formation/stability these measures. in the guidance because we had
difficulty identifying any that would provide effective incentives to states to design policies to
achieve the objectives of TANF and for which a reliable data source existed or could be quickly
developed. We will continue, however, to explore such measures for the High Performance
Bonus in future years and will seek advice on this matter through the Notice of Proposed
Rulemaking process.

I appreciate your support for the role of the High Performance Bonus as a key tool in making
welfare reform successful. I remain firm in my belief in the importance of our continuing to
work with your committee in all matters, including the development of HPB for future years, and
have asked Assistant Secretary Golden to meet with your staff in preparation for the Notice of
Proposed Rulemaking.
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To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP

cc: Cynthia A. Rice/OPD/EOP, Andrea Kane/OPD/EOP, Laura Emmett/WHO/EOP

Subject: What do we think of Shalala letter to Shaw on family formation measures in the high performance
bonus?

HHS would like to send a letter to Shaw in response to his very strong letter that criticized the high
performance bonus guidance for omitting a family formation measure. They are in a hurry because
they want this out before Olivia's hearing in the House on Thursday.

In case you never had a chance to read that letter, it says that selecting just one of the four goals
of TANF is "illegal”. In response to our argument that the illegitimacy bonus should take care of
some of the other goals, he wrote, "l can assure you that Congress deliberately included what
amounts to a double bonus for reducing illegitimacy and increasing marriage. So important are
illegitimacy and divorce as national problems that Congress decided to give substantial rewards to
states that reduce nonmarital births or increase the percentage of children living in two-parent
families.”

HHS's proposed letter back to Shaw is below. The threshold question for us is whether we want
to accommodate Shaw in the NPRM in some way, or whether we are prepared to endure his ire and
ignore him. This will determine the tone we want in the letter. This draft seems reasonable to me,
unless we have no plans whatsoever to accommodate him. What do you think?

Dear Congressman Shaw:

Thank you for your letter of March 5 concerning the "Draft Potential Specifications for Interim
Award of High Performance Bonus (FY 1999)." | value your perspective on this very important
matter.

The proposed specifications are intended to be included in guidance that would be effective only in
the first bonus year. They were developed in consultation with the National Governors'
Association, the American Public Welfare Association, the National Conference of State
Legislatures and State representatives. | believe that they reflect the most integral aspects of work
in welfare reform. The four work measures we will use to award the first year High Performance
Bonus (HPB) reflect all aspects of a state's success in moving families from welfare to
employment-based self-sufficiency. Full success requires recipients not only to get jobs, but

sustain them, and to increase their earnings in order to be independent and capable of supporting \
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years)and will seek advice-on this matter through the Notice of Proposed Rulemaking process+
| appreciate your support for the role of the@s a key tool in making welfare reform successful.
I remain firm in my belief in the importance ofBur continuing to work with your committee in all
matters, including the development of HPB for future years, and have asked Assistant Secretary

Golden to meet with your staff in preparation for the Notice of Proposed Rulemaking.
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Dear Secretary Shalala:

We have now read your dociement "Draft Potential Specifications for Interim Award of
High Performance Boaus (FY1999)". Although your emphasis on job placement, job retention,
mdmhusbnppmpﬁmqlaskywmwuiduﬂ:epmibﬂhymmepmpowdbmmsym

< is not regpomsive to the specifications set by Congress and signed into law by the President

Section 403{a)(4)(C) of the Social Security Act requires the Secretary to "develop a
formula for measuring State performance in operating the State program funded under this part
so as to achieve the goals set forth in section 401(a)." Thus, & formula consistent with the
statutory requirement must be based on the goals set forth in section 401(e). These goals are to:

1. provide assistance to needy families so that children may be cared for in their own

homes;

2. end welfare dependence by promoting job preparation, work, and marriage;

3. prevent and reduce the incidence of illegitimacy;

4. encourage the formation and maintenance of two-parent families.

Three of these four goals concem non-marital births or marrisge. Thus, creating a high-
performance bonus that completely ignores any measure of state performance in reducing
~ pommarital births or increasing the proportion of children in two-perent families, as the
(_ Department has proposed, is off the mark.

¥ bave heard that the Department decided to omit any measure of merriage or nogmarital
births because the welfare law anthorizes, in section 403(a)(2) of the Social Security Act, &
scparate bonus for states that reduce iilegitimacy. This etgument has no merit. First, having
beendirmlyinvolwdhdnﬁngboththe403(a)(2)andthe403(a)(4)bouslngmgeofﬁxe
statute, | can assure you that Congress deliberately included what amounts to a double bonus for
( reducing illegitimacy znd incressing marriage. So important are illegitimacy and diverce as
pational problems that Congress decided to give substantial rewards to states thet reduce
* nonmarital births or increase the percentage of children living in two-parent families. Second,
regardless of Congressional intent, the law in section 403(a)(4) could pot be clearer ~ it calls for
rewsrding performance in achieving the "goals set forth in section 401(a)". Selecting just one of
(_  the four goals for bonus payments is therefore illegal.

P.A3
MOR-18-1958 13:65 282 285 2135
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Our Committec has worked very closely with the Depariment since the President signed
dncwelfuc_mfounlswinAugust 1996. To continuc this productive state of affairs, we sincerely
bope to avoid any conflicts over the performance bonus. Perhaps yon can cither explain why, in
ymn\!nw,ourmmctaﬁondthzlawisﬂawedorchangethebonusbinchﬂcmeaswof
illepitimacy and marriage.

'!lookfwwmﬂbhearingﬁ-omyoumdwouldbegladmmeetmdimﬂﬁsmmif
you think such a meeting might be useful.

o5-09- F8-22%7

MAR-18-1998 13:05 202 285 2135
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The Honorable E. Clay Shaw Jr.

Dear Congressman Shaw:

Thank you for your letter of March 5 concerning the "Draft
Potential Specifications for Interim Award of High Performance
Bonus (FY 1999)." I value your perspective on this very
important matter.

The proposed specifications are intended to be included in
guidance that would be effective only in the first bonus year.
They were developed in consultation with the National Governors'
Association, the American Public Welfare Association, the
National Conference of State Legislatures and State
representatives. I believe that they reflect the most integral
aspects of work in welfare reform. The four work measures we
will use to award the first year High Performance Bonus (HPB)
reflect all aspects of a state’'s success in moving families from
welfare to employment-based self-sufficiency. Full success
requires recipients not only to get jobs, but sustain them, and
to increase their earnings in crder to be independent and capable
of supporting their families.

In our extensive consultations, we explored a range of measures
addressing family formation and stability. We moved ahead with
respect tc work, because we believed it was vital for states to
have guidance with respect to how FY 1998 performance would be
measured. However, we had difficulty in identifying discrete
measures that would provide effective incentives to states to
design programs and policies that would achieve the objectives of
TANF and for which a reliable data source existed or could be
quickly developed. I remain committed to exploring measures that
encompass all of the goals of TANF, including family formation
and stability, for the HPB in future years and will seek advice
on this matter through the Notice cf Proposed Rulemaking process.

I appreciate your support for the role of the HPB as a key tool
in making welfare reform successful. I remain firm in my belief
in the importance of our continuing to work with your committee
in all matters, including the development of HPB for future
years, and have asked Assistant Secretary Golden to meet with
your staff in preparation for the Notice of Proposed Rulemaking.
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High Performance Bonus

Talking Points

. We are about to announce a new nationwide competition to promote work and
responsibility through new performance-based bonus to states.

. The “high performance bonus” will award $200 million a year to the states that are most
successful in moving people from welfare to work.

. HHS state guidance -- which is summarized in the attached summary dated 2/10/98 and
will be released shortly -- defines the four measures of success. Sixty percent of the
funds will be distributed based on states’ success in placing people in jobs and forty
percent of the funds will be distributed based on how well former recipients succeed in
the work place, a measure based on job retention and earnings.

Key Facts

. A total of $80 million would be awarded to the 10 states that are able to move the highest
percentage of their welfare population into jobs.

. An additional $50 million would go to the 10 states with the best records of helping
welfare recipients achieve success in the work force. To measure this, HHS will examine
each state’s success in ensuring that welfare recipients keep jobs once they get them, and
helping their earnings to climb over time.

. Finally, $70 million will be distributed to the 20 states that show the most improvement
in these measures over time. The Administration felt it was important to include these
measure to spur improvement in states that have only just begun to reform welfare.

. The first awards are expected to be made in mid-1999.

. The Administration developed this proposal after extensive consultation with states on
these measures. Details will be released to states in the form of state guidance, applicable
to the first year of the competition, to be followed by a regulation that will govern future
years. States must submit relevant data to HHS to enter the competition, but partipation
in the high performance bonus competition is voluntary.
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Proposal to Exempt Certain Separate State Programs From TANF Data Report

Issue: HHS proposes that we agree to consider state requests to limit the data states must report
on people in separate state programs, as part of our guidance on the high-performance bonus.

Background: To discourage states from using their authority to create separate state programs
to get around the work requirements or time limits, we included a number of critical features in
the TANF NPRM. In the chart below, they are listed in the row “Discourage Bifurcation”.

In addition, we required states to report the same data for SSP programs as for TANF programs if
they wish to:
(1) receive a high performance bonus;
(1) qualify for work participation caseload reduction credit; or
(111) be considered for a reduction in the penalty for failing to meet the work participation |
requirements. The HPB draft guidance repeats this requirement.

Summary of Tools for Accountability of Separate State Programs (SSP)

Our Goals Caseload Reduction Credit | Penalty High Performance Bonus

on SSP Reduction

Discourage | Require states to include SSP | Can’t get relief | If exclusion of SSP causes a

Bifurcation | caseload in CRC calculation | unless you state to score higher, HHS
(unless state has a good prove you did could add SSP cases to the
argument to omit) not bifurcate HPB performance measures

Report TANF reg states that a state must report the same data for SSP programs as

same data TANF programs if it wishes to:

on SSP (I) receive a high performance bonus;

recipients as | (1) qualify for work participation caseload reduction credit; or

on TANF (111) be considered for a reduction in the penalty for failing to meet the work

recipients participation requirements.

The HPB draft guidance repeats this requirement.

During negotiations on the rule, DPC did not focus as extensively on data requirements as it did
on policies to discourage bifurcation, partly because HHS readily agreed to the former.

Our goals in requiring such significant data reporting were to (a) enable us to understand the
characteristics of the populations being served in separate state programs, both for program
integrity and evaluation purposes; (b) treat separate state programs the same as TANF programs,
both to reinforce our belief that separate state programs are really part of TANF, and arguably to
make it onerous for states to establish them.



Now, however, states are objecting to the data requirements on separate state programs as
excessive. In particular, HHS argues that the required reporting is not even feasible for certain
types of state programs that will not collect such information. The best example is a state EITC,
such as Wisconsin supposedly has. States argue that they will only have contact with recipients
of this benefit annually, via their tax returns, rather than quarterly or monthly. In addition, states
argue that they will not know most of the details about these recipients that the TANF data report
requires (see attached listing of data).

It is important to note that, while states especially object to the data requirements for separate
state programs, they are complaining about all the data requirements, including the general
TANF requirements. HHS believes that they can defend all or most of the data required for
TANF as being required by the statute, which is not the case for separate state programs. This is
an issue we will have to address in the final rule. However, we need to address this now because
states are currently making decisions about whether to compete for the high-performance bonus.

Decision to be Made:

Option 1: Agree to HHS’s proposal that we will consider exceptions to the data reporting
requirements for separate state programs on a case-by-case basis. When full data submission is
not possible, we would require the state to submit the data they do have with a full explanation of
why the complete data set is not possible.

o

Io:

Responds moderately to a reasonable request by the states.

We/HHS would retain control over the ultimate decision in any individual case.

Our key goal is to prevent states from gutting the work requirements or time limits by
segregating certain people in separate state programs. This goal is best served by the
requirements we were able to impose to discourage bifurcation -- eligibility for the
caseload reduction credit, penalty reduction, and high-performance bonus. Requiring
states to report reams of data in order to discourage them from establishing these
programs is a much clumsier way to accomplish this goal. This is particularly true if we
only exempt programs like EITC, which go only to working TANF recipients, and by
definition can’t be used to segregate those who are not working.

»
o
=

We are caving in too hastily on our hard-won victory on separate state programs by
agreeing to treat these programs differently than TANF programs. A concession here will
set us up to make further, more damaging concessions as we develop the final TANF
rule, such as removing more critical requirements on separate state programs; or
removing data requirements on TANF programs.

Note: If we agree to this provision for the purpose of the high-performance bonus, states will
then argue that we should drop our requirement that states report this same data for the caseload
reduction credit and penalty relief. To be consistent, we would make the same concession in
those areas as we would make for the high-performance bonus.



Option 2: Exempt EITC programs are not subject to the full data reporting requirements, but
impose a lesser, more reasonable requirement on such programs.

Pro:
. Provides a clean solution to the problem by singling out EITC, an approach that we favor.

Con:

While HHS is using EITC as its best example, they believe that there are many other
possible separate state programs that could make equally compelling arguments.

. Option 1 may give us more control over the outcome, and would allow us to be involved
in HHS’s decision-making on these matters.

Option 3: Continue current policy.

Pro:

. Preserves victory we have won to date.

Con:

. Takes the unreasonable position that a state like Wisconsin may not compete for the high-

performance bonus simply because they have an EITC.

Recommended Option: Option 1




Data Reporting Required by TANF NPRM

The TANF rule requires states to report on 178 data elements for TANF families, and 160 data
elements for separate state program families. States must report monthly data on a quarterly
basis. Examples of data required for TANF families are below. There is an asterisk next to
items where data is not required for separate state program families.

. Composition of family

. Whether person is a new applicant™®

. One or two parent family

. Whether the family benefits from public housing or HUD or other rent subsidy

. Whether family gets Medicaid

. How much the family gets in food stamps, including wage subsidy under food stamps

. How much the family gets in subsidized child care, including the size of any disregard

. How much child support the family got that month

. Amount of family’s cash resources that month

. Amount of educational benefits, employment services, work subsidies, transportation
assistance, home heating assistance, contributions to IDA’s that month

. Amount family was sanctioned, and which of 10 possible reasons

. Whether person was in a waiver control or experimental group

. Whether the family is exempt from the 5-year time limit, and why*

. Head of household’s date of birth, SSN, race, gender, marital status

. Whether person in family is getting federal disability benefits, and what type

. For teen parents, highest education level attained

. Data on citizenship, including whether a naturalized citizen; legal permanent resident

who has worked 40 quarters in the U.S.; alien who is a veteran; refugee; Cuban or Haitian
entrant; eligible for TANF per state option

. Number of months used toward the 5-year time limit to date in own state; in other states*

. Whether employed; which of 18 categories (e.g., exempt because child under 1;
sanctioned; tribal exemption; child under 6 and no child care available; caring for a
disabled child; temporary good cause domestic violence waiver; state waiver; teen head-
of-household going to school; working but not at minimum participation requirements)

. Average number of hours per week of work participation in each of the statute’s work
activities: unsubsidized employment, subsidized employment, work experience, on-the-
job training, job search/job readiness, community service, voc ed, job skills training
directly related to employment, etc.

. Amount of earned and unearned income, including EITC, Social Security payments, SSI,
workers’ compensation, and other (e.g., veterans benefits, unemployment compensation,
housing subsidy, public assistance, educational grants/scholarships/loans

. For up to 10 children in the family: relationship in family and to head of household, date
of birth, SSN, race, gender, receipt of disability benefits, citizenship, whether cooperating
with child support, unearned income such as SSI, type of child care* (licensed or not; in-
home, family, group home, center-based; by relative or non-relative), amount charged for
child care* and hours provided in the month*

. For the month after someone leaves TANF, 53 data elements, including many of the
above, plus reason for case closure
. For separate state programs, most of the above, plus whether the family got TANF

assistance within the prior 6 months
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TO:

SUBJECT:

REFERENCES :

PURPOSE:

BACKGROUND :

State Agencies Administering the Temporary
Assistance for Needy Families (TANF) Program
and Other Interested Parties.

Formula for Awarding the First High Performance
Bonus in Fiscal Year (FY) '1999.

Section 403(a) (4) of the Social Security Act.

The purpose of this transmittal is to advise
States and other interested parties of the formula
the Department .of Health and Human Services (DHHS)
intends to use for awarding High Performance
Bonuses for State performance in FY 1998. We are
also submitting a clearance package to the Office
of Management and Budget that addresses the data
collection necessary to award these bonuses.

This transmittal addresses only the first-year
bonue. We are currently drafting an NPRM that

will address the formula applicable for future
years.

Statutory Context

Section 403(a) (4) of the Social Security Act makes
$1 billion available over a five-year period to
reward States that achieve high performance levels
under the new welfare block grant program, known
as TANF. It provides that the first award will be
made in FY 1999 based on performance above a
threshold level in FY 1998. It calls for the

Secretary -- in consultation with the National
Governors’' Association (NGA) and the American
Public Welfare Association (APWA) -- to develop a

formula within one year of enactment (or by August
22, 1997). The formula should reflect performance
in achieving the goals of the TANF program. The
total award to a State cannot exceed 5 percent of
its TANF grant, known as the State Family
Assistance Grant (or SFAG).

DHHS Efforte to Date

Following enactment of the Personal Responsibility
and Work Opportunity Reconciliation Act (PRWORA)
of 1996, the Administration for Children and
Families (ACF) developed a strategy for broad
consultation with the States and other interested
parties to inform its development of proposed
rules on major policy issues. General
consultation on the TANF regulations began in the



fall of 1996.

Congistent with the specific statutory language on
consultation regarding the High Performance Bonus,
we developed a process for ongoing consultation
with the NGA, APWA, National Conference of State
Legislatures (NCSL), and State representatives who
agreed to participate in a work group. From
February through July 1987, we scheduled biweekly
discuseions with this work group covering the
principles underlying a performance system, the
viability of individual measures and data options,
and the general allocation and distribution rules.

In the interest of moving the process forward, in
July we shared a "preliminary proposal” with our
State partners and other interested parties; which
also included advocates and technical and policy
experts. This proposal provided the framework for
additional, more focused consultations on the
possible elements of the bonus formula. At these
consultations we received wide-ranging .and very
helpful feedback on the draft proposal.

NGA and APWA also provided feedback in the form of
policy statements presenting their views on how
the formula should be drafted. There were several
important similarities between these policy

statements and ACF’s draft proposal -- including
similar principles and goals for the bonus system
and a similar focus on work measures -- but there

were also differences.

Based on these consultations, we incorporated a

number of changes to our initial proposal in this
first-year formula.

Need for Interim Measure

1. We have just entered FY 1998, the first
performance year. States need to know how we
will be assessing their performance this
year. We have a responsibility to give them
this information as soon as possible.

2. We want to ensure that States have the
capacity to provide the information needed to
qualify for these bonuses. Based on our
discussions with States and the analysis we
have done, we believe this capacity exists.
Early notice will increase the chance that a
particular State will be able to make any

2



necessary adaptations to correct any data
shortcomings and compete.

Although the statute does not require it, we would
strongly prefer to set the formula through
rulemaking. However, the timeframes involved in
issuing proposed and final rules are not
compatible with providing timely notice to States
of the policies that will apply during this first
bonus year. Thus, we have decided to issue a
policy announcement governing the determination of
bonuses for this first bonus year. Consistent
with the statute and the ongoing comsultation
process we have initiated with the States, we have 7
consulted with APWA, NGA and NCSL on the content
of this interim formula.

In the absence of rules, and in response to the
unofficial comments we received during our
consultations, we are proposing a simplified and
streamlined formila. The measures we are
proposing for the first year focus on work, are

closely tied to the statutory goals, and are

generally consistent with existing data collection
efforts in the States.

We are also proposing to give States some

flexibility on how they collect the data on each
measure.

Substance of Interim System

We intend to award $200 million in High
Performance Bonus funds to States in FY 1999. We
believe that providing a full share of the bonus
funds during the first year will give important
impetus to State implementation efforts,
particularly in the welfare-to-work area. We
understand there are limitations in the first year
formula and data, but we do not believe these are

sufficient to warrant deferring the award of the
bonus monies.

We expect to award funds to States on the basis of
their rankings on each of six work-related

measures. Three of these measures will address
State performance, and three will address
improvement in State performance. The six
measures we are proposing are:



1) Job Entry Rate

2) Job Retention Rate

3) Gain in Earnings

4) Increase in Job Entries
S) Increase in Job Retention
6) Improved Earnings Gains

In different ways, all measures reflect a State’s
success in moving families from welfare to work.
Full success requires not only getting recipients
into jobs, but also keeping them in jobs, and
achieving earnings that reduce dependency and
enable families to support themselves. Our
measures address all theee aspects of success.

The multiple measures also support State
flexibility in designing their TANF programs.

They enable States that have different work
philosophies to fairly compete for bonuses. .
Compared to a single measure, they are less likely
to distort State policy decisions or to cause
unintended negative consequences. (The TANF work
participation rates also serve to counterbalance
the potential effect of the individual measures by
encouraging States to be expansive in their

efforts to move recipients from welfare to work
and discouraging creaming.)

In the case of the first three measures, weé will
look at State rankings on absolute performance in
FY 1998; for the latter three measures, we will
rank States based on the extent to which their
performance in FY 1998 exceeded their performance
on that same measure in FY 1997. By including
improvement measures, we intend to: 1) provide a
mechanism by which all States can compete;

2) motivate all States to improve their

sl ':Q)-
performance; and 3) moderate problems associated'wC.\f‘;tq\nwjT
with uneven playing fields. Y

For this first year, we propose to make the ten

States with the highest scores on each measure :
eligible for bonus wonies. For each measure, the Tnb’
total amount of award money available will be one-&m
sixth of $200 million, or $33.3 million. Each

State’s share of this bonus amount will be

proportional to the size of its basic TANF grant
(or SFAQ). '

As previously mentioned, the law requires that no

4
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State may receive a high performance bonus greater
than 5 percent of its SFAG. If the 5 percent cap
‘on an individual State’s award prevents the full
allocation of these individual award pools (of
$33.3 million), we may re-allocate the extra funds
to States that qualify for bonuses on other
measures (and are not at their caps).

For all six measures, we plan to look at
performance over the course of an entire year. We
made this decision in large part out of concern
about any potential biases in work data related to
seasonality in employment.

In all cases, we anticipate computing State
performance only with Feepect to families that are
receiving asdiStance (as defined in the policy
guidance we issued January 31, 1997 (TANF-ACF-PA-
97-1)) and would be subject to work requirements
under Federal law. T

F'/IMmQL;QAngpeL@-er the High Performance

Bonusg, States must repoxrt.comparable-data. for. .-
families receiving assistance in separate State
programs'for“FY“1997“and”1998f"Thié“meanS“'-
reporting the data required in Sections One
through Three of the Emergency TANF Data Report
(Form ACF-198), as well as the five new data
elements in Section B of the Attachment, for the'
TANF as well as the TANF-MOE programs.

We will analyze this information, as well as other
information we receive on the characteristics of
the caseload and the nature of benefits provided
in separate State programs, i i to
deal with these cases within this performance
system.

One matter of particular concern is whether

different State approaches to funding separate

State programs with Maintenahce of Effort (MOE)

dollarg exert a significant influence on -
performance scores (i.e., create an uneven playing _
field). If so, we would need to consider> VA T{%
including outcomes for the caseload in separate

State programse in the performance measures.

the attachment for a full description of the
formula we intend to use in calculating the FY
1999 High Performance Bonus awards, the specific

data collection requirements, and the reporting
dates.



Flexibility in Data Sources

FPor this first year, we will allow States to
submit the best data they have available on each
measure. Thus, they may use matches with
quarterly Unemployment Insurance (UI) data,

surveys, administrative records or a combination !
of these data sources. :

We will be requiring States to report quarterly
data on a semi-annual basis. We do not believe

reportlng will not provide us with sufficient
feedback as to how well the system is working and

whether States are on track to report the data and
compete this year.

Because of the lags associated with using UI data,
we will not ask States to report the new
performance data in the same time-frames as
specified for other TANF program and financial
data. In essence, they will have additicnal time
to report their performance data to us.

Along with aggregate reporting on the measures, we

will require each State to: 1) specify the data
sources and methodology it has used to determine
the aggregate numbers; 2) include a certification
that it has provided the best data available on
the measuree in the formula; 3) maintain records
that adequately document the derivation of its
performance data; and 4) provide access to such
recorde, for validation purposes, upon request.

A State need not submit data if it does not want

:
to compete on any partlcular measure. However, as.%wmgﬁ
r

indicated previously, States will need to submit
comparable performance and caseload

characteristics data for separate State programs
in order to qualify for a High Performance Bonus.

Future Bonuses

The proposed formula and data collection presented
in this paper apply only to the performance awards
made in FY 1999. We are committed to issuance of
an NPRM and final rule that will cover the High
Performance Bonuses to be awarded in future years
(i.e., fiscal years 2000 through 2003). The
schedule for this rulemaking provides for NPRM
publication in February of 1998 and final rules in

6
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EFFECTIVE
DATE:

SthembEE of 1998.
The rulemaking process will allow ample
opportunity for all interested parties to comment

on the formula we will implement for future
bonusges.

As we work towards publication of proposed and

final rules, we will be looking at possible
refinements and expansions to the basic

performance measures proposed for this first year.

In particular we expect to do further work

exploring: %Jﬁaf}

1) potential measures that address other TANF
goals -- such as teen birth rates and other
indicators of family formation and stability;

2) possible inclusion of the optional measures
proposed by theﬁggﬂg[gggérifcludingﬁﬂééguseﬁ_aﬁh
diversion and child sup enforcement ;

3) the viability of relying solely on quarterly UI
data as the data source for tracking employment
and earnings (in the interest of improving the
comparability and reliability of data and reducing
overall data collection burdens) ;

4) possible methodologies for leveling the
playing field for States facing different economic
and demographic circumstances; and

S) how to provide flexibility to refine the system
over time as program knowledge grows and data
collection improves.

As we continue to do this further work, we remain
committed to our process of consultation and
collaboration with the NGA, APWA, and NCSL. We

also remain committed to developing a performance
gystem that:

o] is simple to understand and administer;
o has integrity and is fair; and
o fosters the goals of the TANF program.

Implementation of this proposal is contingent upon

7



ATTACHMENTS :

INQUIRIES:

OMB approval of the requisite data collection. we
will send out a policy instruction advising States

of specific actions they must take once we receive
OMB approval.

Section A: Bonus Formula
Section B: Data Requirements
Section C: Reporting Dates

For further information, you should contact the
appropriate Regional Administrator. '

Howard Rolston
Director

Office of Planning, Research, and Evaluation

Lavina Limén
Director
Office of Family Assistance



ATTACHMENT

HIGH PERFORMANCE BONUS AWARDS IN FY 1999

SECTION A: BONUS FORMULA

We intend to use the FY 1997 and 1998 data reported by the

States in the calculations for the FY 1999 High Performance
Bonus awards.

1. Performance Measuree
(a) FY 1998 Job Entry Rate

This is the unduplicated number of recipients who
entered employment in FY 1998 as a percent of the

unduplicated number of families receiving assistance
in FY 1998.

Unduplicated number of job entries

----------------------------------------- x 100
Unduplicated number of families receiving
assistance i
X G- W ;
(b) FY 1998 Job Retention Rate " Moo
\'L:J\ W~ o§b é

This is the number of FY 1998 recipients newly
employed in one quarter who were also employed in the
first subsequent quarter, as a percentage of all

newly employed recipients. (At this point, they might
be former recipients.)

Géva /Aygﬁl Sum of job entries in each of Q1 thru Q4 who W&WE”
I

w
o
6? continue employment in each of the first U&?
\ subsequent quarters oM

Sum of job entries in each of Q1 thru Q4

(¢) FY 1998 Earnings Gain Rate

This is the percentage gain in earnings of FY 1998

newly employed recipients between initial quarterly W
earnings and earnings in the second subsequent

quarter. (At this point, they might be former

recipients.) \{Jﬁflfﬁax %
wﬂ”ﬁ 9 QGJW i
ﬂuM_ |



el - Vel ¥ Taia

Sum of total dollars earned in second
subsequent quarter by job entries in each of
Q1 thru Q4 minus sum of total dollars earned
in initial quarter in each of Q1 thru Q4

Sum of total initial dollars earned by job
entries in each of Q1 thru Q4
2. Improvement Measures
(a) FY 1998 Job Entry Improvement Rate

This is the percentage change between FY 1997 and

FY 1998 of the unduplicated number of recipients
who entered employment.

FY 1998 job entry rate - FY 1997 job entry rate

FY 1997 job entry rate

(b) FY 1998 Job Retention Improvement Rate

This is the percentage change between FY 1997 and

FY 1998 in the job retention rate of nevwly employed
recipients in one quarter who were also employed in
the first subsequent quarter. (At this point, they

might be former recipients.)
FY 1998 retention rate - FY 1997 retention rate

FY 1997 retention rate

(¢) FY 1998 Improvement Rate in Earnings Gain

This is the percentage change between 1997 and
FY 1998 in earnings gain of newly employed
Tecipients in the second subsequent quarter, at
which point they might be former recipients.

FY 1998 gain rate - FY 1997 gain rate

FY 1997 gain rate

10



SECTION B: DATA REQUIREMENTS

States will need to submit the data in Sections One through
Three of the Emergency TANF Data Report for the TANF and the
separate State (TANF-MOE) programs for FY 1997 and FY 1998.
In addition, it will need to collect and report semi-
annually the following data by calendar quarters. (Data for
FY 1997 are necessary in order to measure the extent to

which the FY 1998 performance of each measure exceeded its
performance in FY 1997.)

(1) Unduplicated caselocad for FY 1998.
(2) Total unduplicated number of recipients entering

employment in the quarter (i.e., newly employed in
the fiscal year).

(3) Total earnings in the quarter of the newly employed
recipients in the quarter.

(4) Number of newly employed recipients in the quarter who
were also employed in the first subsequent quarter.

[For example, if this is a report for the second
quarter of FY 1998 (i.e., Jan/Mar 1998), enter in this
item the number of recipients shown in item (2) who
were also employed in the third quarter of FY 1998
(i.e., Apr/June 1998).] -

(5) Total earnings in the gsecond subsequent quarter of
recipients newly employed in the quarter.

[For example, if this is a report for the fourth
quarter of FY 1998 (i.e., July/Sept 1998), enter in
this item the total earnings in the second quarter of

PY 1999 (i.e., Jan/Mar 1999) of recipients shown in
item (2).]

11



SECTION C: REPORTING DATES

Data are to be reported on a semi-annual bagis. The first
semi-annual report will be due December 31, 1998. It will
contain the Bmergency TANF Data Report for the separate
State programs and eight quarterly tables of performance
data - four covering TANF data for the first and second
quarters of FY 1997 and FY 1998 and four covering TANF-MOE
data for the same two quarters of FY 1997 and FY 1998.

TANF Data TANF-MOE Data
FY 1997 -- Oct-Dec 1996 FY 1997 -- Oct-Dec 1996
Jan-Mar 1997 Jan-Mar 1997
FY 1998 ~-- Oct-Dec 1997 FY 1998 -- Oct-Dec 1597
Jan-Mar 19598 Jan-Mar 1998

Data for the second semi-annual report will be due June 30,
1999. This report will also contain the Emergency TANF Data
Report for separate State programs and eight quarterly
tables of performance data, but the performance data will
cover the third and fourth quarters of FY 1997 and FY 1998
for the TANF and the TANF-MOE programs.

TANF Data TANF-MOE Data
FY 1997 -~ Apr-June 1997 FY 1937 -- Apr-June 13997
July-Sept 1997 July-Sept 1997
FY 1998 -- Apr-June 1998 FY 1998 -- Apr-June 1998
July-Sept 1998 July-Sept 1998

A report form and instructions will be sent to the States in
the near future, following OMB approval4.

12
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DRAFT FOR DIBCUSSION ONLY - 7/14/97

Preliminary Concept Proposal
High Performance Bonus (HPB) Neasures

The following proposal is substantively consistent with
suggestions we have received from individual states and a group
of States working with NGA and APWA. However, the scope and some
of the details differ.

The core of the system would incorporate three work measures;
employment, job retention, and wage progression. The three work
pmeasures would reward different aspects of high performance with
respect to moving recipients from welfare to work. The work
measures would look at both TANF and former TANF recipients (and
perhaps other MOE cases) to give state credit for recipients who
have worked their way off assistance and to remove any potential
bias associated with benefit levels and other program eligibility
differences. Based on State performance on each of the three
measures, we would determine a composite work score for each
State. An alternative approach would be to reward high
performance under each work measure and also reward States with
the highest composite score. Under either approach, the bulk of
the HPB money available would be distributed based on a State’s
"work" performance. ' :

As reflected by the specific work measures below, we are
proposing to use State Unemployment Insurance (UI) records as the
data source. States would match the social security numbers of
their caseload to the to UI record to determine employment and
earnings for each quarter used for the work measures. We believe
that UI records provide an objective data source that would be
less subject to reporting bias. UI data is generally recognized
as reliable and is uniformly collected across States, with one
exception, reducing concern about data guality. We also note
that UI data allows us to measure employment and earnings for
adults no longer on assistance; this would be difficult with
State administrative data. In recognition of State concerns
about use of UI data, we plan to issue a contract shortly to
further assess the operational feagibility of this data source.

The proposed teen birth measure is identical to suggestions from
the NGA/APWA work group, with the exception of the age cut-off.
We are suggesting the 15-17 cut-off because of the greater
negative impacts of teen births to this age group. Mothers 17
and under are more likely to be on welfare and less likely to
have completed high school or be married. children born to
mothers in this age group are more likely to be of very low or
moderately low birth weight and more l1ikely to have to overcome
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high odds to thrive.

For the “core" measures (i.e., work and teen births), we are
looking to award bonus monies based on both absolute performance
and improvement. :

We view the proposed measures as an initial set of measures that
would be used in the HPB system. As new data sources come On
line and as we better understand individual State design choices,
we plan to modify the HPB system. For example, we will be
looking at the feasibility of doing adjustments for State and
caseload characteristics that would help level the playing field.

Additionally, we are interested in the concept of inclusion of
optional measures where States can selectively compete for the
HKPB. These optional measures would enable us to begin broadening
the system to reward States for their performance on measures of
child and family well-being. However, the details of the
measures will need to be significantly more refined in order to
give consideration to their inclusion in the initial system.

Proposed Keasures#

ent: The number of adults who were on asgistance in the
second quarter of year 1 who are working in the second quarter of Qg{
year 2 (on or off assistance) divided by the number of adults on r
aseistance in the second quarter of year 1.

ention; The number of adults on assistance who wvere
employed in quarter 2 who were also employed in quarters 3 and 4
(on or off assistance) divided by the number of adults on
assistance and employed in quarter 2. .

E polre w00 HC.’

g Pro 8 : The average earnings of employed adults in
guarter 2 year 2 who seivedtagsieoben®™® in quarter 2, year 1,
divided by the average earnings of employed adults on assistance
in quarter 2, year 1.

rths: Birth rate of all female teens age 15 through 17
per 1000 femalee age 15 through 17 in the State.

« Note that for the work measures we are propesing the use of
particulargquarterly information. This is our preliminary view
of what information provides the best picture of performance we
are trying to measure. This could change as we further assess '
this data source.
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t. 22, 1996 PUBLIC LAW 104-193—AUG. 22, 1996 110 STAT. 2121

ot a ifying State of payments otherwise required to be made under this
lause (3). parairaph for the fiscal year, then the amount otherwise
DEEMED QUALIFYING payable to any State for the fiscal year under this para-
paragraph, a State is graph shall be reduced by a percentage equal to the amount
- for fiscal years 1998, so appropriated divided by such total amount,

i o e g s

i I poor per- 257 of the an udget and Emergency Deficit
w1994pii ess tﬁa.n Control Act of 1985, the bas%fine shall assume that no
wverage level of State grant shall be made under this paragraph after fiscal year
person for fiscal year 2001.
“(4) BONUS TO REWARD HIGH PERFORMANCE STATES.—

he State increased by “(A) IN GENERAL.—The Secretary shall make a grant
April 1, 1990 to July pursuant to this paragraph to each State for each bonus

tion estimates in year for which the State is a high performing State.

ureau of the Census. “(B) AMOUNT OF GRANT.—

8 paragraph: “G In GENERAL.—Subject to clause (ii) of this
{DING PER POOR PER- subparagraph, the Secretary shall determine the
welfare nding J)er amount of the grant payable under this paragraph
ct to a ﬁgt?at:e and a

to a high performi tate for a bonus year, which
shall be based oxll.?hgg score assigned to the State under
subparagraph (DXi) for the fi year that immediately

it required to be paid precedes the bonus year,
er section 408 (as in “(ii) LIMITATION.—The amount payable to a State
1994) for fiscal year under this P ph for a bonus year shall not exceed
5 Bercent of the State family assistance grant.
iny) paid to the State “(C) FORMULA FOR MEASURING STATE PERFORMANCE.—
for &e immediately Not later than 1 year after the date of the enactment -
ded b, of the Personal Responsibility and Work Opportunity Rec-
viduaﬂ;, according to onciliation Act of 1996, the tary, in consultation with
who were residents - the National Governors’ Association and the American Pub-
ome was below the lic Welfare Association, shall develop a formula for measur-
< ing State ormance in operating the State program
4 OF STATE WELFARE funded under this 80 as to achieve the goals set
term ‘national aver- : forth in section 401(a). e o
ng per poor person’ : D) SCORING OF STATE PERFORMANCE; SETTING OF
! year, an amount PERFOtaryRMANhallCE THRESHOLDS.—For each bonus year, the Sec-
o re shall— : .
uired to be paid to (i) use the formula develgged under subparagraph
on 408 (as in effect . (C) to assign a score to ea eligible State for tﬁe
-fiscal year 1994; - fiscal ygar that immediately _precedes the bonus -
: - year; an
duals, according to l‘(ii) prescribe a performance threshold in such a
7ho were residents ' manner so as to ensure that—
me was below the i “(I) the average annual total amount of grants
. to be made under this paragraph for each bonus
means each of the year “?ﬂuals $200,000,000; an
nd the District of ) the total amount of grants to be made

, under this paragraph for all bonus ears equals
: $1,000,000,000. . : Y ™
“E) D.EFDII'I‘I) T ONS.—As used in this paragraph:

zd::oney in the
h a]

1986, 1998, 2000,
- for grants under
¢ mnot to exceed -
SUFFICIENT APPRO-
{: t to this
Lhegtotal amount




110 STAT. 2122 PUBLIC LAW 104-193—AUG. 22, 1996

rformance threshold prescribed under subparagraph
DXii) for such p ing fiscal year.

“(F) APPROPRIATION.—Out of any money in the Treas-
ury of the United States not otherwise appropriated, there
are apgropriated for fiscal years 1999 ugh 2003
$1,000,000,000 for grants under this paragraph.

“(b) CONTINGENCY FUND.—

“(1) ESTABLISHMENT.—There is hereby established in the
Treasury of the United States a fund which shall be known
as the ‘Conlt_a;ggency Fund for State Welfare Programs’ (in this
section refe to as the Fund’). - :

“(2) DEPOSITS INTO FUND.—Qut of any money in the Treas-
ury of the United States not otherwise appropriated, there
are appropriated for fiscal years 1997, 1998, 1999, 2000, and
2001 such sums as are necessary for payment to the Fund
in a total amount not to exceed $2,000,000,000.

(8) GRANTS.—

“(A) PROVISIONAL PAYMENTS.—If an eligible State sub-
mits to the Secretary a request for funds under this para-
gra&t-‘\sduring an eligible month, the Secretary shall, subject
to this paragraph, pay to the State, from amounts agi)rof
priated pursuant to paragraph (2), an amount equal to
the amount of funds so requested.

“(B) PAYMENT PRIORITY.—The Secretary shall make
payments under subparagraph (A) in the order in which
the Secretary receives requests for such payments.

“(C) LIMITATIONS.—

“i) ModmtoY PAYMENTI p TO A grAm.;The totaﬁ
amount pai a gingle State under subparagrap
- (A) during a month shall not exceed ‘Y42 of 20 percent
of the State family assistance grant. .-~
'd“gi)aﬁ‘\w '1:10 AILbSTATES.—I'lI'?X) tgtal. amount
pai under subparagrap uring fiscal
years 1997 through 2001 shall ‘not exceed the total

amount appropriated pursuant to paragraph (2).

“(4) ANNUAL RECONCILIATION.—Notwithstanding paragraph
(3), at the end of each fiscal year, each State remit
to the Secre an amount equal to the amount (if any) bg
which the total amount paid to the State under paragrap
3) duﬁng the fiscal year exceeds—

(A) the Federal medical assistance percentage for the

S the fiscal year (as defined in section 1905(b),
- a8 in effect on> September 30, 1995) of the amount (if

y which— .
4i) if the Secretary makegsz:agayment to the State
under section 418(aX2) in the year— . -

“I) the expenditures under the State program
funded under this part for the fiscal year, exclud-
ing any amounts made‘available by the Federal
Government (except -amountspaid- to the State
under paragraph-(8) during-the fiscal

i e --havelaegxg;gte];gled X
a3k TUR Y S upen i - * 3
JHLEY AT thé chﬂ%re’m
of 1nsustuqg hepRws udristor
. wylesibonmar.a5yn sectionad09(

+.-ad), -ebpaxsgrantures by




similar to TANF in which it put more difficult to I J
> employ recipients, its TANF performance results Lve C/W we Vd‘o’"‘\[(/ W?ZZ
\ . .
could be unfairly inflated. __//’ﬁ
\pQ/&*Q —_ >&n f’\W el Zpreces

[ .
ad(ﬂ .1, PN We recognize that the scope and nature of separate %@ % %%/%} ff/)
qY -

State programs vary and that some would not, by A
their nature, unduly impact the performance ZI{/W Mé%
requirement under TANF [AK: OR A STATE'S ABILITY TO ACHIEVE
MEASURES INCLUDED IN THE HPB. NO EIC CITE.] and would , e.g., use of MOE
expenditures to provide earnings supplements to
low wage workers through a State's tax system.
[AK: IN ADDITION, IT MAY NOT BE FEASIBLE TO PROVIDE ALL OF
THE SEPARATE STATE PROGRAM/PERFORMANCE DATA SPECIFIED ABOVE
FOR SOME TYPES OF §_ﬂ’vé_RATE STATE PROGRAMS,-(CITE EIC HERE?) 1.
hder suchlimited circumstances, It may not be
necessary for a State to coIIectﬁfﬁK&parate
State program/performance data specified above. [AK: IT MAY BE NECESSARY/
APPROPRIATE FOR A STATE TO REPORT A%M_ORE_LI’IVI_I_T_'_E_D_S_U_B_S_ET OF THE
REQUIRED DATA IN ORDER TO COMPETE FOR THE HPB.] )
States that wish to be considered for this limited ) ! (}g Qézf 2 )
~\ exception will need to provide detailed J oL @‘g””d o s ﬁ wéy ‘ ?/ g//y?

[ information about the nature and scope of their e
separate State programs for our consideration/ [AK: aren't they already required to by NPRM under

!

\

‘.

financial reporting section?--If so, just say we will review this datal. They must also provide as much of the data as possible !
and a detailed explanation of what data cannot be provided and why. /.'

3 /
/

/ Laura: "Under such ﬂrﬂi_t_ed_‘c/ircumstances, it may be necessary for a State to report a more limited
subset of the separate State program/performance data required in order to compete for the high
performance bonus.

exception is when States would not be in a position to provide all data, based on the nature of the
benefit provided. ”

DF: "data collection is infeasible” , OR the extensive data collection under TANF is not
"appropriate" to that MOE program, and also it doesn't influence TANF performance

New Laura: combine the two standards we have been discussing - States are incapable due to the
nature of the benefit of meeting the reporting requirements; AND the data is not directly relevant to
the HPB. (I think the above categories fit this description.)

We will analyze separate State program data

required above, as well as other information we

Jeceive on the characteristics of the caseload and

the nature of benefits provided in separate State

programs, in assessing how and whether to adjust a
. state's TANF performance data. _
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Record Type: Record

To: hrolston @ acf.dhhs.gov
cc: Anil Kakani/OMB/EOP
bce:

Subject: Re: HPB

hrolston @ acf.dhhs.gov

hrolston @ acf.dhhs.gov
03/05/98 12:44:45 PM

Please respond to hrolston@acf.dhhs.gov

Record Type: Record

To: Diana Fortuna/OPD/EQP, Anil Kakani/OMB/EOP
cc:
Subject: HPB

The following is proposed language re separate state programs. Let me know
what you think.

In order to compete for the High Performance
Bonus, States must report comparable data for
adults receiving assistance in separate State
programs for FY 1997 and FY 1998. This means
reporting the data requirements in Sections 1, 2
and 3 of the Emergency TANF Data Report
{Form ACF-198) for the separate State programs
beginning with the month the State is subject to
the TANF reporting requirements, as well as
reporting the seven HPB data elements in Section D
of the Appendix for adults in separate State
programs.

As indicated in the January 1997 guidance, we are
requesting data on separate State programs to
assess States overall performance in moving
recipients from welfare to work. The success in
meeting TANF performance goals may be affected by
State choice in funding separate State programs

with Maintenance of Effort (MOE) dollars, thus
advantaging one State over another. For example,

if a state had a separate state assistance program
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EFFECTIVE
DATE:

2.

September of 1998.

The rulemaking process will allow ample
opportunity for all interested parties to comment
on the formula we will implement for future

bonuses. N e&»7wudf?

As we work fowards publication of Proposed and
final rules|, we will be looking at possible
refinementsd' and expansions to the basic
performance measures proposed for this first year.
In particular we expect to do further work
exploring:

1) potential measures that address other TANF
goals -- such as teen birth rates and other
indicators of family formation and stability;

(
!

Y
i

—
2) possible inclusion of the optional measures
proposed by the APWA/NGA, including mg§§§:es_o£;:x
diversion and child support -enforcement ;

3) the viability of relying solely on quarterly U
data as the data source for tracking employment
and earnings (in the interest of improving the
comparability and reliability of data and reducin
overall data collection burdens) ;

4) possible methodologies for leveling the
playing field for States facing different economic
and demographic circumstances; and

5) how to provide flexibility to refine the system
over time as program knowledge grows and data
collection improves.

As we continue to do this further work, we remain
committed to our process of consultation and
collaboration with the NGA, APWA, and NCSL. We
also remain committed to developing a performance
system that:

o is simple to understand and administer;
o has integrity and is fair; and
o fosters the goals of the TANF program.

Implementation of this proposal is contingent upon

7

r——



hrolston @ acf.dhhs.gov
03/06/98 03:27:49 PM

Please respond to hrolston@acf.dhhs.gov

Record Type: Record

To: Diana Fortuna/OPD/EOP

cc:
Subject: re: Re: HPB

| think it would be hard to work out a framework that would limit what the
Secretary might want to consider in an NPRM without going through a pretty
comprehensive Departmental process, and that would be pretty time-consuming.
What did you have in mind?



Diana Fortuna { ) 03/06/98 02:48:10
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Record Type: Record

To: hrolston @ acf.dhhs.gov

cc:
Subject: Re: HPB ‘_,j

Actually here's one thing you could tell me that would be helpful. If we agree to include the
language in the draft guidance on how you will continue to consider refinements/expansions to the
measures, along with the 5 points you list, what would be your intentions on the NPRM? Since
you want the final rule out by September, | assume you want the NPRM out in April or May, which
is right around the corner. Can we develop a mutual understanding on the scope of changes that
we will consider going from this guidance to the NPRM?
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Record Type: Record

36 —an TANE gf LY I/

To: See the distribution list at the bottom of this message

cc: Keith J. Fontenot/OMB/EOP
Subject: HHS wants us to consider the following 3 changes to the high performance bonus guidance and get
back to them quickly -- i.e., tomorrow (he actually said tonight, if possible)

Howard called with 3 suggested changes to the guidance, based on state feedback. Please let me
. know what you think asap, or if you think we need a conference call to discuss internally.
Zﬂ/(ﬁw
H, . In measuring retention and earnings gain, HHS wants to include everyone working who is a

TANF recipient, not just those who were newly employed the quarter before (for retention) or six
months before (for earnings gain). The argument is that it should count as a success if someone is
still employed one year later, or if they have an earnings gain 18 months later, as long as they're
still on welfare.

Gw | guess the potential criticism here will be OMB's -- that we think of success as moving off welfare,
and this would let them count someone as a success even if they're still on welfare after working
d(k/ for 3 years. But the counter argument is that they're still working and their earnings are growing.

&ﬂ/ 2. On the job entry measure, the denominator we proposed was all adult recipients. But now HHS
/)/ says we should change that to all unemployed adult recipients. The reasoning is that it is harder
e\-o %\ﬂ for a state that is doing well to win on this measure than a state that is not doing well:

i’ o

State % work’ # work’g # Not Job Entries Success Rate Success Rate --
g-Qi1 work’g -Q2 -Old Measure As % of
unemployed
A 30 30 70 20 20/100 = 20/70 = 29%
20%
B 5 5 95 20 20/100 = 20/95 = 21%
20%

Nttty = Uil tdef € w0 s

HHS suggests using all those who got a job that year, divided by all those who were unemployed at .___

some point during the year. NOf G @/@V\[jh.. (/V\Jup/ia U[

3. Most controver3|ally, the states are beefing about the data rejuirements on separate state
programs. HHS suggests the following: If a state thinks that they should not have to report all the
TANF individual data on a given state-only program, they can tell HHS about why they think so and
HHS would decide whether to let them off the hook.

Howard's poster child for this argument is Wisconsin, which has a state EITC funded with separate
state programs. The state says they have no way to collect data on a monthly basis for this
program, which is an annual program of income tax refunds.

My bias is to reject the third request, since it would undo a lot of what we've fought for. The



other 2 sound more reasonable to me, but let me know what you think.

Message Sent To:

Cynthia A. Rice/OPD/EOP

Anil Kakani/OMB/EOP

Laura Oliven Silberfarb/OMB/EOP
Emil E. Parker/OPD/EQOP

Andrea Kane/OPD/EOP
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Record Type: Record

To: Laura Oliven Silberfarb/OMB/EOP
cc:
bee: Records Management

Subject: Re: HHS wants us to consider the following 3 changes to the high performance bonus guidance and
get back to them quickly -- i.e., tomorrow (he actually said tonight, if possible) j

But on caseload reduction credit, didn't we finally end up agreeing to language that said that if a
state had an argument as to why their separate state program shouldn't be reported, they could
make that argument and HHS would decide? As | recall, the EITC example is the one that HHS
raised there as well. | definitely remember that we crafted compromise language on this toward
the very end.

Emil said maybe we could just exempt EITC's. But your argument is interesting that we could
simply allow reporting on a less frequent basis for some state-only programs (annual if necessary),
but still require the data.

But if we decided to compromise here, in addition to having to change the final Tanf rule, would it
be reflected in the hpb guidance as well? And are we constrained from compromising at this point,
because we should say anything in the hpb guidance that conflicts with the TANF NPRM?

| wonder what the 3rd hook was....

Laura Oliven Silberfarb

Laura Oliven Silberfarb
02/25/98 10:15:47 AM

Record Type: Record

To: Diana Fortuna/OPD/EOP

cc: Anil Kakani/OMB/EOP
Subject: Re: HHS wants us to consider the following 3 changes to the high performance bonus guidance and
get back to them quickly -- i.e., tomorrow (he actually said tonight, if possible) ﬁ

The rule built in three incentives for reporting on separate state programs, high performance,
caseload reduction and something else (I can't remember either). All of these requirements are in
regulation and require the full reporting of the 56 or so data elements. Any change would require a
change in the rule, and would definately affect the other parts because they will be able to use the
same argument. Essentially they are saying that quarterly reporting of monthly data on separate
state programs is not possible. If we exempt certain states, it will snowball......
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; éi" Laura Oliven Silberfarb
: 02/25/98 10:00:18 AM

Record Type: Record

To: Diana Fortuna/OPD/EOP

cc: See the distribution list at the bottom of this message
Subject: Re: HHS wants us to consider the following 3 changes to the high performance bonus guidance and
get back to them quickly -- i.e., tomorrow (he actually said tonight, if possible) :f

| am at home today trying to recover from a strong and still contagious virus, but am reachable at
829-6734. These are my thoughts:

| think you are right that we do not suddenly want to make exceptions on reporting on Separate
State programs, especially because any exceptions will have consequences for other parts of the
programs. However, it does seem to make sense to build in alternative reporting structures for
those separate state programs that do not lend themselves to monthly reporting, i.e. Wisconsin.
The burden will have to be on the State to demonstrate why they cannot complete the required 56
or so data elements on separate state participants. Nevertheless, they must report on this
population in the most complete manner possible.

Message Copied To:

Cynthia A. Rice/OPD/EOP
Anil Kakani/OMB/EOP

Emil E. Parker/OPD/EOP
Andrea Kane/OPD/EOP
Keith J. Fontenot/OMB/EOP
Daniel J. Chenok/OMB/EOP




Andrea Kane

Record Type: Record

To: Diana Fortuna/OPD/EOP, Cynthia A. Rice/OPD/EOP
cc:
Subject: HPB

Diana, | did verify that the NPRM does tie the caseload reduction credit to state-only program
reporting, Cynthia, ignore my note on point #1 in earlier message--| misunderstood what it was
HHS was proposing. Now that | understand, and Diana, now that I've thought about this some
more, I'm less convinced of the value of continually counting someone. While | agree that longer
retention and more earnings gain is good, at what point do we draw the line--does someone keep
gettting picked up in the quarterly counts forever? As time goes on, more and more people will get
picked up and then I'm not sure what you're really measuring. But, maybe I'm missing something--|
could be convinced otherwise.

Cynthia, on my earlier note on Point #3, delete the word "not" before doable--it is doable for these
states.
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Cynthia A. Rice 03/13/98 01:14:46 PM

e
Record Type: Record

To: hrolston @ acf.dhhs.gov
cc: Diana Fortuna/OPD/EOP
becce:

Subject: Re: ...no subject... ;L]

So it would read like:
Future Bonuses

As mentioned earlier, the formula and data
collection presented in this transmittal apply

only to the performance awards made in FY 1999,
We are committed to issuance of an NPRM and final
rule that will cover the High Performance Bonuses
to be awarded in future years, i.e., fiscal years
2000 through 2003. The schedule for this
rulemaking provides for NPRM publication in the
spring and final rules in early FY 1999.

As we work towards publication of proposed and

final rules, we will be looking at possible

refinements to the performance measures used

this first year. The rulemaking process will allow ample
opportunity for all interested parties to comment

on the formula we will implement for future

bonuses.

In this further work we remain committed to our
process of consultation and collaboration with the
NGA, APWA, NCSL, individual states, and other
organizations and individual experts. We also
remain committed to developing a performance
system that is simple to understand and
administer, has integrity, and fosters the goals

of the TANF program.

Howard Rolston <hrolston @ acf.dhhs.gov>

Howard Rolston <hrolston @ acf.dhhs.gov>
03/12/98 05:37:00 PM

Please respond to hrolston@acf.dhhs.gov

Record Type: Record

To: Cynthia A. Rice/OPD/EOP

e B



cc:
Subject: ...no subject...

Forwarded to: internet[Cynthia_A. Rice@opd.eop.gov]
cc:

Comments by: Howard Rolston@QOPRE@ACF.WDC

Comments:

In case you have a problem getting it from Diana's computer.

[Original Messagel
I've included (and attached as a WordPerfect 5.1 document) proposed language
re the NPRM that would replace the current language. The language is
intended to be consistent with the discussion between Olivia and Elena.

Please let me know ASAP what you think.

Future Bonuses

As mentioned earlier, the formula and data
collection presented in this transmittal apply
only to the performance awards made in FY 1999.
We are committed to issuance of an NPRM and final
rule that will cover the High Performance Bonuses
to be awarded in future years, i.e., fiscal years
2000 through 2003. The schedule for this
rulemaking provides for NPRM publication in the
spring and final rules in early FY 1999,
“/' _ et iiaais & 4 s aa i masaa s ivisimmemcdsies 6
aking process will allow ample
ity for all interested parties to comment

gher

towards publication of proposed and
final rules, we will be looking at possible

refin s to thebacit,’ob'e’rformance measures used
this first year.)},For example, we expect to do

further substahtive work exploring potential

measures that address other TANF goals, such as
teen birth rates and other indicators of family
formation and stability, and technical issues such

as possible methodologies for leveling the playing
field for States facing different economic and
demographic circumstances. ——

In this further work we remain committed to our
process of consultation and collaboration with the
NGA, APWA, NCSL, individual states, and other
organizations and individual experts. We also
remain committed to developing a performance
system that is simple to understand and
administer, has integrity, and fosters the goals

of the TANF program.
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Record Type: Record

To: Robert N. Weiner/WHO/EOP, Cynthi_a A. Rice/OPD/EOP

cc: "Elena Kagan/OPD/EOP, Laura Emmett/WHO/EOP
Subject: Guidance on welfare and civil rights

Dennis Hayash} of HHS's civil rights office says that the Leadership Conference on Civil Rights is
coming in to meet with Shalala around Feb 25th, and HHS wants to know where we stand on the
draft welfare/civil rights guidance we have in hand, so they can tell that group what's happening.
Apparently that group is generally aware that HHS and other agencies are working on this. When
we're satisfied with the draft, they want to informally share it with this group. So Dennis wants
some kind of read from us by mid to late next week, and he may try to arrange a conference call
with me and Rob. :

{Actually, this is a remote possibility for our various lists of possible announcements of executive
actions, don't you think, Cynthia?)
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Record Type: Record

To: Bruce N. Reed/OPD/EOP, Elena Kagan/OPD/EOP, Cynthia A. Rice/OPD/EOP

cc: Andrea Kane/OPD/EOP, Laura Emmett/WHO/EOQOP
Subject: High performance bonus and Haskins

According to Mary Bourdette, Ron Haskins had a very, very strong negative reaction to the fact
that our high performance bonus guidance has only work measures but no family formation
measures. She quoted him as saying it borders on illegal, and said Shaw may send a letter to the
Secretary about this. She said she started to make the point that the illegitimacy bonus gets at his
concern, but he dismissed that by noting that the HPB is supposed to reward states that achieve
the 4 goals of section 401 (assistance to needy families, ending dependence through work and
marriage, reducing out-of-wedlock births, and encouraging 2-parent families).

That's part of why HHS wants to include language in the guidance saying HHS will continue to
study changes or refinements_tq the measures. Elena threw out the notion of dropping it from the
guidance and rgassuring Ron privately. But where are we on the basic question -- why wouldn't
we agree to throw'a teen €asure into the NPRM if it satisfies Shaw and doesn't hold us up?
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