
THE WHITE HOUSE 

WASHINGTON

October 2, 1996

MEMORANDUM FOR THE PRESIDENT

Carol H. Rasco 
Frank Raines

FROM:

SUBJECT: Update on Welfare Reform Implementation

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

PROCESS

Domestic Policy, 0MB, Counsel’s office, and Intergovernmental arc working closely together 
on all aspects of implementation. We have the following process in motion:

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

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

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

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

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

Determining "Completeness" of Plans — HHS's role in state plans is merely to certify that 
they arc "complete" — a far different role than they have had in the past. We have worked 
with HHS to pare down their list of what is required for a plan to be complete. As a result, 
they produced draft guidance for the states at the NGA conference last month that was quite 
brief — and praised by the states as a result.



Regulations — The law provides only limited authority to regulate the TANF block grant. 
You asked in our last memo whether we can require states to use TANF funds as wage 
subsidies. This is one of the permissible uses of the funds and one way states can provide 
work. HHS will be working with states to promote this as a model, but it will not be able to 
require that states adopt any particular approach to meeting the work requirement.

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

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

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

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

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

IMMIGRANTS

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



Means-tested Benefits — Non-citizens who arrive after the law's enactment are barred from 
receiving "means-tested benefits" for five years. We have some latitude to define that term, 
and Counsel's office, 0MB, and DOJ are working together to do so.

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

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

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

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

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

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

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



0 We are working with INS and disability and immigration groups to ensure that the 
regulation waiving certain testing requirements for immigrants with disabilities is 
finalized as soon as possible. The comment period ends within the next two weeks, 
and the rule will be finalized by December.

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

FOOD STAMPS WORK REQUIREMENT

As you may recall, the new law imposes work requirements on food stamp applicants who 
are childless and 18-50 years old, but it allows states to apply for a waiver of this 
requirement in areas of high unemployment. USDA will be issuing guidance shortly on how 
states can designate such areas.

SSI FOR DISABLED CfflLDREN

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

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

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



MEDICAID

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

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

CHILDCARE

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

TECHNICAL CORRECTIONS

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

cc: Leon Panetta
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Regulations — The law provides only limited authority to regulate the TANF block grant 
You asked in our last memo whether we can require states to use TANF funds as wage 
subsidies. This is one of the permissible uses of the funds and one way states can provide 
work. HHS will be working with states to promote this as a model, but it will not be able to 
require that states adopt any particular approach to meeting the work requirement.

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

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

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

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

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

IMMIGRANTS

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



Means-tested Benefits ~ Non-citizens who arrive after the law's enactment are barred from 
receiving "means-tested benefits" for five years. We have some latitude to define that term 
and Counsel's office, 0MB, and DOJ are working together to do so.

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

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

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

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

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

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

o Legal immigrants who get SSI will get notices early next year that SSA will
reexamine their eligibility, and benefits will be ended by August 1997. The INS will 
send them information on naturalization later this fall to ensure that as many as
possible who meet the requirements for citizenship are able to naturalize before their 
benefits end next August.
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The new provisions of the law relating to child care went into effect October 1 1996 This is 
a very positive story, as HHS worked quickly and effectively to help states understand 2 
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cc: Leon Panetta



EXECUTIVE OFFICE OF THE PRESIDENT

30-Sep-1996 12:20pm

TO: Diana M. Fortuna

FROM: Carol H. Rasco
Domestic Policy Council

CC: Jeremy D. Benami
CC: Elizabeth E. Drye

SUBJECT: Welfare REform memo for POTUS

comments on draft memo:

a. Food stamps... update to reflect work in the budget agreed to 
over the weekend.

b. Wisconsin: add a line stating the way(s) the Wis. plans goes
against our principles...for sure that they wanted to undo the 
.entitlement (isn't that what they wanted to do?).

c. New Mexico: The way it is written I feel like POTUS will ask
if HHS can take a new look at their interpretation....does our 
Gen. Counsel agree with HHS interpretation?

Medicaid: I would drop last sentence in first paragraph about
tates being anxious to hear..POTUS will simply then write What is 

holding us up? We ARE pushing, are we not?

Performance Bonus Fund: Gives whom a year to develop and
implement? The part on Contingency Fund being much simpler sounds 
like there are problems in putting the first one together...is 
that true? K ^

Thanks for this excellent draft. I think it would be good if the 
memo went in after tomorrow's summit if that indeed comes 
off...in the meantime, 0MB I assume at least needs to see it. I'm 
not concerned that they co-sign if they don't ask about it but I 
do want them to be consulted understanding that we need to get it 
in late tomorrow, early Wednesday.
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MEMORANDUM FOR THE PRESIDENT 

FROM; Carol Rasco
Bruce Reed

SUBJECT: Update on Welfare Reform Implementation

1)

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

PROCESS

wnrkingVlnc;p|y-iAf±yi 0MB, Counsel’s office, and Intergovernmental on all aspects ofrgovernm
implementation. We have the following process in motion;

0 We chair bi-weekly meetings of 11 federal agencies and all White House offices.

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

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

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

TANF BLOCK GRANT IMPLEMENTATION
The entitlement (o AFD^ndS^^ctober 1. States can elect to take advantage of the new 

TANF block grant as that date, but they must enter the new program by July 1997^^6 first 
states to send in state plans were Michigan and Wisconsin. HHS expects txi apprd[^^^ir 

plans tmSeptember 30. Approximately Estates a^e-e^e^eet:e4-io filelstate plans on or about 
October. //'

PHOTOCOPY 
MISC. HANDWRITING



Determining "Completpnpss" of Plans -- HHS’s role in state plans is merely to certify that 
they are "complete" -- a far different role than they have had in the past. We have worked 
with HHS to pare down their list of what is required for a plan to be complete. As a result, 
they produced draft guidance for the states at the NGA conference that was quite brief -- 
and praised by the states as a result.

Regulations -- The laws provide only limited authority to regulate the TANF block grant.
You asked in our last memo whether we can require states to use TANF funds as wage
subsidies. This is one of the permissible uses of the funds and one way states can provide
work. HHS will be working with states to promote this as a model, but it will not be able to
require that states adopt any particular approach to meeting the work requirement. , \

Grandfathering Waivers —hogah^u^l advises that the welfare law allows states to 

continue to operate waiver prosrams that have time limits and work requirements that vary 
from the terms of the new law/ We will, however, be making it clear in our guidance to 
states that the administration believes that all state programs should comply with the law’s 
provisions regarding time limits, participation rates, and exemptions and extensions. We will 
also indicate that if states do not bring their programs into line with the law, there will 
almost certainly be Congressional action (which we would support) to limit the 

grandfathering provision,

Wisconsin Waiyar:^- We believe we have resolved the Wisconsin situation. On Monday, HHS 
-fita-nfcki.info^Se state that it does not need waivers to implement its welfare reform plan,

^ and that HHS will not grant the state’s request for a Medicaid waiver on the grounds that it 
goes against our principles on health care. HHS a/^offi^r^^ork with the state on an 

alternative Medicaid proposal.

^Wisconsin’s state plan includes a 60-day residency requirement before families can begin to 
collect benefits. HHS believes this is unconstitutional, though the law in this area is 
unsettled. The provision will definitely be brought to the courts.

f—6f/rY 
Performance Bonus Find and Contingency Fund -- The new law requires the^tAdminjgt^Tmflr-- 
to work with NGA and te@-sia4es-to set up the Performance Bonus Fund and 
year to develop the formula and process. We are setting up a process with tk(^),ate groups 
mcntioned-abov.e to work out such a proposal in cooperation. W^ill keep you apprised as 
these plans develop. The Contingency Fund thftt pfekcfe f[at^^om economic downturns 
^ilT-bo mu-eh-gtffl-pteAo-establish-. Tieasuiy is taking the ncucsaary sLepsralldm'S“WOrkrng
•etesety-wtMHTB-
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New Mexico — New Mexico is one of the few slates that is disadvantaged by the conversion 
to a block grant, because its caseload is increasing. The stale has said it may have to cut 
welfare benefits by 12% to live within the new law. Senator Domenici is endeavoring to 
intercede on the state’s behalf with either a legislative or administrative fix. He has 
proposed that the state gel access to the Contingency Fund, hut HHS responds that the state 

r* is not eligible until it converts from AFDC to TANF. New Mexico has threatened to sue HHS 
Sover its position that the law does not allow the stale to draw down more in Federal funds 
‘^Ihan the block grant amount in FY1997.

IMMIGRANTS

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

(W U y^.
Means-tested Benefits -- Non-citizens mo arrive after the law’s enactment are barred 
from receiving "means-tested benefitsT"/We have considerable latitude to define that term, 
and Counsel’s office, 0MB, and DOJ are working together to do so.

\AAiuci I

Interim Verification --/]/1any government programs^udi-as food stamps have role to 
play in verifying the legal status of non-citizens arm whether they fall into any of the 
categories exempted from the full impact of this law. One particularly difficult exemption to 
administer is the "40 quarters" exemption, whereby legal immigrants who have worked at 
least 10 years in this country can still gel benefits. SSA is working on a new system to give 
other agencies access to this information on an overnight basis.

However, SSA’s records are likely to be incomplete for many people, such as farmworkers 
and domestic workers whose employers did not pay the taxes on their behalf. We plan to get 
instructions to food stamp offices next week on how to address this problem and avoid 
denying benefits inappropriately.

kfim, sCdes are beginning to deny food stamps to'^d Stamps Implementation
__ew non-citizen applicant^although the interpretation of USDA’s guidance on when they 

must comply varies from siate to slate. §tate&-are also begin
■of cufren-t-recTdeTits, which HriggersH;h^7benefi1rTmt~mjff-for-ttrose~lega'l-hTrnTig-raittgr-^~--

recipients^ver 30 states have accepted this waiver option to date. California was 
not helped by that^aiver because of the vagaries of their certification process, and has 

requested an alternative waiver, 'Wmare worktft-g-&ft-po-teftHaU.eg4si&Hve-anti“ad"mtn:istr-atlve- 
,m^4mts-HiTairTnTght“work---for -them;

Reporting of Illegal Aliens -- The law requires states to report quarterly to the INS on any 
illegal aliens they become aware of. The INS is trying to-determin^ how to implement thi" 
provision. PHOTOCOPY
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Below are answers to three questions you raised in the last update memo:

0 Legal immigrants who get SSI will get notices early next year that SSA will reexamine 
their eligibility, and benefits will be ended in August 1997. The INS will send them 
information on naturalization this November to ensure that as many as possible who 
meet the requirements for citizenship are able to naturalize before their benefits end 
next August.

0 We are working closely with INS and disability and immigration groups to ensure that 
the regulation waiving certain testing requirements for immigrants with disabilities is 
finalized as soon as possible. The comment period ends within the next two weeks, 
and the rule will be finalized .^^ecember.

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

FOOD STAMPS WORK REQUIREMENT

As you may recall, the new law imposes work requirements on food stamp applicants who are
18-50 years old, but it allows states to apply for a waiver of this requirement in areas of
high unemployment. USDA will be issuing guidance shortly on how slates can designate
such areas.

SSI FOR DISABLED CHILDREN

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

Cut-off Date for Families Who Appeal -- SSA will determine whom to drop from the rolls by 
August 1997, but families can appeal SSA’s decision, and are guaranteed continued benefits 
while they appeal. Legally, we have learned that we are able to keep children on the rolls up 
to a later point in the appeals process than we had expected, and we believe we should take 
advantage of this option. As a result, children who appeal will lose benefits in 1999, rather 
than late 1997 or 1998. We have not yet announced this decision because we want to 
announce our decision on the second issue at the same time.



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

MEDICAID

In the coming week, HHS will lay out for us an initial position on key Medicaid issues, 
including how states can reconfigure their systems to accommodate the separate eligibility 
systems required for Medicaid and TANF; what happens to the Medicaidjiaygrage of those 
indj^duals who lose SSI coverage: and Uie impact existing waivers/Statesare v^ry ^—5^ 

nxious to hear more from the Administr~aIion oiL-th.ese-q.uestions.

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

CHILD CARE

The new provisions of the law relating to child care^ into effect October 1, 1996. This is a 
very positive story as HHS worked quickly and effectively to help states understand the new 
law, develop interiili plans to access the new funding, and ensure that states will get their 

increased money on time. We will be working with Communications to ensure that the 
opportunity to highlight some good news on this front is not missed.

TECHNICAL CORRECTIONS

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

cc; Leon Panetta 
Frank Raines



October 2, 1996

MEMORANDUM FOR THE PRESIDENT 

FROM:

SUBJECT:

Carol H. Rasco 
^ruco Reed

Update on Welfare Reform Implementation

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

PROCESS

Domestic Policy, 0MB, Counsel's office, and Intergovernmental are working closely together 
on all aspects of implementation. We have the following process in motion:

o We chair bi-weekly meetings of 11 federal agencies and all White House offices.

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

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

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

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

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

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

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

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

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

New Mexico — New Mexico is one of the few states that is disadvantaged by the conversion 
to a block grant, because its caseload is increasing. The state has said it may have to cut 
welfare benefits by 12% to live within the new law. Senator Domenici is endeavoring to 
intercede on the state's behalf with either a legislative or administrative fix. He has proposed 
that the state get access to the Contingency Fund, but HHS responds that the state is not 
eligible until it converts from AFDC to TANF. New Mexico has threatened to sue HHS over 
its position that the law does not allow the state to draw down more in Federal funds than the 
block grant amount in FY1997. Counsel's office is examining HHS's interpretation.



IMMIGRANTS

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

Means-tested Benefits — Non-citizens who arrive after the law's enactment are barred from 
receiving "means-tested benefits" for five years. We have censidcrabte'latitude to define that 
term, and Counsel's office, 0MB, and DOJ are working together to do so.

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

However, legal immigrants who are applying for food starmps are not helped by the change in 
the CR. States are beginning to deny food stamps to thesA applicants, although the 

interpretation of USDA's guidance on when they must comply varies from state to state. 
USDA instructed states to start denying new applications on September 22; for the next 120 
days, states that have implemented this change are not subject to sanctions if they make 

errors.
c)f O-Jick. I ^ yvu) -

InteririTVerification — Administrators of many government programs such as food stamps 
have an important new role to play in verifying the legal status of non-citizens, and whether 
they fall into any of the categories exempted from the full impact of this law. One 
particularly difficult exemption to administer is the "40 quarters" exemption, whereby legal 
immi^ants who have worked at least -^years in this country/can still ^t benefits. SSA is 

working on a new system to give other agencies access to this information on an overnight
basisT" — '/'A IV, iprKc

However,(SSA-s- records are likely to be incomplete-foi-manv people, -such-as farmworkers 
and domepc workers whose employers did not pay the taxes on their behalf. We plan to get 
instruction's to food stamp offices next week on how to address this problem and avoid 
denying braefits inappropriately.

Cotvo. i'Nv l5i-- yAl you.'!' fir

Reporting of Illegal Aliens — The law requires statesyto report quarterly to the INS on any 
illegal aliens they become aware of. The INS is det^mining how to implement this 
provision. /



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

o Legal immigrants who get SSI will get notices early Aext year that SSA will
reexamine their eligibility, and benefits will be ended August 1997. The INS will 
send them information on naturalization thie-November to ensure that as many as 
possible who meet the requirements for Citizenship are able to naturalize before their 

benefits end next August.
o We are working claealy^l^h INS and disability and immigration groups to ensure that 

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

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

FOOD STAMPS WORK REQUIREMENT

As you may recall, the new law imposes work requirements on food stamp applicants who are 
childless and 18-50 years old, but it allows states to apply for a waiver of this requirement in 
areas of high unemployment. USDA will be issuing guidance shortly on how states can 
designate such areas.

SSI FOR DISABLED CHILDREN

vjUi

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

Cut-off Date for Families Who Appeal — SSA will determine whom to drop from the rolls 
by August 1997, but families can appeal SSA's decision, andl4re guaranteed continued 

benefits while they appeal. Legally, we hove-lcamed that we are able to keep children on the 
rolls up to a later point in the appeals process tban-we'iiacl^pected, and we boliovo wc- 

'shciuld take advantage of this option. As_^ resut^f^mldren w&O'appeal will lose benefits in 
1999, rather than Iqte 1997 or 1998. We^ave not yet announced this deqision because J
want tn anTiniinrp ^rm^rtprisinn nn thp cprnnH icciip at thp. «amp. timp <want to announce ^cm^cision on the second issue at the same time.

...
o

1 W

rr
f'
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Definition of Childhood Disability — The law includes a new defmition of childhood 
disability. During the lengthy debate on this issue, everyone assunied the new definition 
would cut 190,000 children from the rolls, and we included savingslin our budget reflecting 

that estimate. However, from a legal perspective it appears w^iavo-oignificantly more 
flexibility to define childhood disability than we expected. ^Advocates have united around an 
interpretation that would drop from the rolls only 20% :he 190,000 children^ but Congress 
would undoubtedly view this option as subverting thei^ntent./ ^e are seeking < i proposal that 
strikes the right balance.^

MEDICAID
,w\Vloss iSZ

-VW.

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

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

/

CHILD CARE
!

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

//
TECHNICAL CORRECTION^

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

/
/

cc: Leon Panetta/
Frank Raines

c-
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Keith J. Fontenot
W 10/02/96 09:51:50 AM

Record Type; Record

To:

cc;

Richard E. Green/OMB/EOP

Jeffrey A Farkas/OMB/EOP, tester D. Cash/OMB/EOP. Matthew McKearn/OMB/EOP, Jack A 
Smalligari/OMB/EOP 

Subject; welfare reform memo to the President

I need some comments pronto...

........... .................Forwardod by Keilh J. Fontonoi/OMB/EOP on 10/02/9(5 09:39 AM.....................................

From: Kenneth S. Apfol on 10/02/96 09;38:48 AM

Record Type: Record

To: Keith J. Fontonot/OMB/EOP, Cynthia M. Smith/OMB/EOP

cc:
Subject: welfare reform memo to the President

Forwarded by Koimoth S. Apful/OMB/EOP on 10/02/96 09:24 AM

Record Type;

—^ F0RTUNA_D@A1
10/01 /96 11:31:00 PM

Record

To: Kenneth S. Apfol

cc: BENAMI_J @ A1 @CD@LNGTWY
Subject: welfare reform memo to the President

Attached is a slightly rovised/updated version of iho memo to the 
President. Do you guys want to co-sign? Frank or Jack? Do you 
have any comments?

Carol's plan has been to send this out WetJnesday morning, so 
please gel back to me or Jeremy asap.

October 2, 1996

MEMORANDUM FOR THE PRESIDENT

FROM: Carol H. Rasco
Bruce Reed
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SUBJECT; Update on Welfare Reform Implementation

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

PROCESS

Domestic Policy, 0MB, Counsel’s office, and Intergovernmental are 
working closely together on all aspects of implementation. We 
have the following process in motion;

o We chair bi-weekly meetings of 11 federal agencies and all 
White House offices.

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

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

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

TANF BLOCK GRANT IMPLEMENTATION

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

Determining "Completeness" of Plans - HHS's role in stale plans 
is merely to certify that they are "complete'' ■■ a far different 
role than they have had in the past. Wo have worked with HHS to

pare down their list of what is required for a plan to be 
complete. As a result, they produced draft guidance for the 
states at the NGA conference last month that was quite brief - 
and praised by the states as a result.

Regulations - The law provides only limited authority to 
regulate the TANF block grant. You asked in our last memo 
whether we can require states to use TANF funds as wage 
subsidies. This is one of the permissible uses of the funds and 
one way states can provide work. HHS will be working with states 
to promote this as a model, but it will not be able to require
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that states adopt any particular approach to meeting the work 
requirement.

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

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

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

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

OTBxico New Mexico is one of the few states ^'t is 
(antagod by the conversion to a block gran^fecause its

caseload is incre^Sfqg. The state^><if^aid it may have to cut 
welfare benefits by 12%>;olivdwithin the new law. Senator j 
Domenici is endeavoring„TOl>n«^^dB on the state's behalf with / 
either a leglslative_p^’'Mministrativ&^q^He has proposed that I 
the state getjiadgss to the Contingeney'Fwq^ but HHS responds \ 
that thesjafe is not eligible until it converts ff?»m...^DC to )
TAN^f^ew Mexico has threatened to sue HHS overTts^position / 
tKgt the law does not allow the state to draw down morein^ '

‘O
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IMMIGRANTS

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

Means-tested Benefits -- Non-citizens wjje^rrive after the law's 
enactment are barred from receivinq^^^ans-tested benefits" for 
five years. We have conetdarablelatitude to define that term, 
and Counsel’s office, 0MB, and DOJ are working together to do so.

Food Stamps for Legal Immigrants -- As part of the CR, we were
able to persuade Congress to delay cutting off food stamp_. ___-

ttfApnljg

Ljo

benefits for legal Immigrants now on the rolls/omtt~A'prfl J 99i 
(Under welfare reform, that change was to have been effective at 
the recipient's next recertification for benefits.) This change 
will particularly help California, which did not benefit from our 
earlier effort to delay the impact through USDA waivers, and 
sought our help as a result. Over 30 states opted for a delay 
through the waiver option.

However, legal immigrants who are applying for food stamps are 
not helped by the change in the CR. States are beginning to deny 

/’^od stamps to thesa^pplicants, although the interpretation of 
r USDA’s guidance on wheri they must comply varies from state to 

state. USDA instructed states to start denying new applications 
on September 22; for the next 120 days, states that have 
implomented this change are not subject to sanctions if they make 
errors.

Wification ■■ Administrators of many government 
irams such as food stamps have an important new role to play 

in verifying the legal status of non-citizens, and whether they 
fall into any of the categories exempted from the full impact of 
this law. One particularly difficult exemption to administer is 
the "40 quarters" exemption, whereby iegal immigrants who have _ 

yflpr,. jn this countryfcan still get benefits.
SSA is working on a new system to give other agencies access to 
this information on an overnight basis^ua.\U\s't. yr\~j^^vojr^

■jr'

However, SSA^«-record»-are-Uk«ly-40-be'mcomplete for- many 
peeple7-«u«h-a^ farmworkers and domestic workers whose empioyers 
did not pay the^axes on their behalf. We plan to get 
instructions to food stamp offices next week on how to address 
this problem andVavoid denying benefits inappropriately.

Reporting of lllegalSAliens - The law requires states to report 
quarterly to the INS do any illegal aliens they become aware of.
The INS is determining npw to implement this provision.
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Below are answers to three que 
update memo:

6ns you raised in the last

c

Legal immigrants w^x^^get SSI will get notices early next 
year that SSA wUKfeexamine their eligibility, and.benofits 
will be ended uf^August.1997-. -TfTe INS will send them — 
information on-natCiraiization Uw-NuvHiiibe/to ensure that 
as njany as possible who meet the requirements for 

•••citizenship are able to naturalize before their benefits end 
next August.

Wearelvbr'Ring dosBlywTthHNS and disabilitywwl- 
irtunigfation growpc to ensure that the regulation waiving 
certain testing requirements for immigrants with 
disabilities is finalized as soon as possible. The comment 
period ends within the next two weeks, and the rule-wift^e 
finalized by December. •

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

FOOD STAMPS WORK REQUIREMENT

As you may recall, the new law imposes work requirements on food 
stamp applicants who are childless and 18-50 years old, but it 
allows states to apply for a waiver of this requirement in areas 
of high unemployment. USDA will be issuing guidance shortly on 
how states can designate such areas.

!
SSI FOR DISABLED CHILDREN

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

Cut-off Date for Familles^ftro'Appeal - SSA will determine whom 
to drop from the rolls,-Bv August 1997, but families can appeal

<5

SSA's decision, and^re guaranteed continued benefits while they P/u 
appeal. LregeHy.-we-have lear^ted-that we are.able to keep 
children on^be-rzills up to a later point w the eppe^s process iv *tt

Jh^.we bad expected. and:w»4aallau» we ehouftrtake advantage'of ~ *
thie^ption.k As a resuit,jChiIdren who appeal will lose benefits . '
in 1999, rather than late 1997 or 1998. We-bevri'tbt yoT-
announced this decision because >«r61want to announce crffi^decision

S^A Arj ^hy>fre*4

^ L>W J /vtjV.j
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on the second issue at the same time.

Definition of Chiidhood Disability - The law inclu^ a new 
definition of childhood disability. Durinfl the lengthy debate on 
this issue, everyone assumed the new definitior would cut 190,000 
children from the rolls, and we included savingsVin our budget 
refloctind that estimate. However, from a legal perspective it 
nppn'm^e flexibility to define
childhood disability than we expected. Advocates have united 
around an interpretation that would drop from the rolls only 20%

"of the 19U,000 childr^, but Congress would undoubtedjy yjew this

^^tlmt ctrik.M 

MEDICAID

ct9ht4?alance., 4^
In the coming week, HHS will lay out for us an initial position 
on key Medicaid issues, including how states can reconfigure 
their systems to accommodate the separate eligibility systems 
required for Mediceid and TANF; what happens to the Medicaid 
coverage of those individuals who lose SSI coverage; and the 
impact on existing waivers.

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

CHILD CARE

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

TECHNICAL CORRECTIONS

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

cc; Leon Panetta 
Roinee—



EXECUTIVE OFFICE OF THE PRESIDENT

20-Sep-1996 08:46am

TO: Jeremy D. Benami
TO: Diana M. Fortuna

FROM: Carol H. Rasco
Domestic Policy Council

CC: Elizabeth E. Drye

SUBJECT: Welfare Reform memo for POTUS

Well, get ready...I understand the Barbara Walters interview 
tonight has POTUS saying he might assign Hillary to work on 
welfare reform...luckily he then caught himself and said he didn't 
know...I understand she showed complete surprise...at least he 
didn't say Ira was in charge!

As to next memo that I mentioned earlier should be prepared for 
POTUS on welfare reform, I believe in looking back over his last 
memo the following things should be included among any other items 
you all feel important:

-Meeting set with cities and counties, right?

^Early implementation by Michigan and Wisconsin
U^is question on section : Regulations

Status of how current waivers will work (realize on some of these 
it will simply be an update that we are working on issue, not 
resolved yet)

What we have agreed to do as to setting up the discussion on 
-Contingency fund and bonus fund....process with NGA/APWA as 

required by law
✓^ood stamps status

t^'SSI update

i^INS reg on immigrants with disabilities

Child care implementation/ all the good news here...maybe close 
with this?

'Status of prep of correcting legislation



How are we going to monitor and evaluate welfare reform? 

Medicaid...

Thanks.



EXECUTIVE OFFICE 0 F THE PRESIDENT

04-Sep-1996 05:26pm

TO: (See Below)

FROM: Carol H. Rasco
Domestic Policy Council

SUBJECT: Welfare Reform memo to POTUS

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

Page 1: 

CRasco: looks good 
but see notes- 

BC

r-)

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

Page 2: 
oRegulations
Q: Can we require states to offer, or allow local gov't to offer, 
wage subsidies to private empllyers plus local govt's?

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

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

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

Page 3
CHILD SUPPORT ENFORCEMENT
Regarding the FPLS he drew arrow and said:
Important
All agreed to this



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

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

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

Page 4
oNaturalization
Left side: Should do this ASAP
Right side: How big an increase over last year? (Isn't it nice he 
will be so pleased with the huge increase over last year?)

SSI for Children:
We must use REAL care on this-
(I can assure you this hit him very seriously and that 
must have careful, thorough memo £o him^that I have requested

is why we

previously...! must review the memo Before it is serif'ahd co-sign 
some kind of cover sheet or he will return it to me asking what I 
think.)

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

Child Care:
Good-
do ASAP as we must show POSITIVE aspects of law
(Diana: This says to me we should definitely ask Child Care folks
to a meeting of the coordinating group in two to four weeks as we 
discussed earlier)

Monitoring and Evaluation:
Agree

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

NEED FOR LEGISLATION 
1st paragraph: YES

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



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

==============NOTE: On any of these where he said he wants to
discuss, etc. it will mean more than likely we need to do a good 
decision memo. AGain, I will be in on Monday, will be reading 
email from the road on Thursday afternoon and sometime midday on 
Friday.

Let's talk...thanks.

Distribution:

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

CC: Bruce N. Reed
CC: Jeremy D. Benami
CC: Diana M. Fortuna
CC: Elizabeth E. Drye
CC: Deborah F. Kramer



September 2-, 1996

MEMORANDUM FOR THE PRESIDENT

FROM:

SUBJECT:

Carol Rasco 
Bruce Reed

Update on Welfare Reform Implementation

We continue to work closely on implementation of the welfare bill. We will be providing 
periodic updates on key issues for you as well as answers to questions you raise.

PROCESS

We are working closely with 0MB, Counsel's office, and Ii^^ovemmental on all aspects of 

implementation. We have the following jiieces in motion:

• We chair biweekly meetings of 11 federal agencies and all White House offices

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

• We are meeting weekly with the NGA, APWA and NCSL.
• We met oji^ with the League of Cities, the Conference of Mayors, and the counties 

and promised them ongoing input and consultation.

TANF BLOCK GRANT IMPLEMENTATION
The entitlement to AFDC ends on October 1. States can elect to take advantage of the new 
TANF block grant on that date. They must enter the new program by July 1997. The first 
states to send in state plans were Michigan and Wisconsin. HHS expects to approve their 
plans by September 30. Approximately 10 states are expected to file state plans on or about 
October 1.

Determining "Completeness" of Plans — HHS's role in state plans is merely to certify that 
they are "complete" — a far different role than they have had in the past. We have worked



with HHS to pare down their list of what is required for a plan to be complete. As a result, 
they produced draft guidance for the states at the NGA conference that was quite brief — and 
praised by the states as a result.

Regulations — The laws provide only limited authority to regulate the TANF block grant.
You asked in our last memo whether we can require states to use TANF funds as wage 
subsidies. This is one of the permissible uses of the funds and one way states can provide 
work. HHS will be working with states to promote this as a model, but it will not be able to 
require that states adopt any particular approach to meeting the work requirement.

Grandfathering Waivers — Legal counsel advises that the welfare bill clearly allows states to 
continue to operate waiver programs that have time limits and work requirements that vary 
from the terms of the new law. We will, however, be making it clear in our guidance to 
states that the administration believes that all state programs should comply with the law's 
provisions regarding time limits, participation rates, and exemptions and extensions. We will 
also indicate that if states do not bring their programs into line with the law, there will almost 
certainly be Congressional action (which we would support) to limit the grandfathering 
provision. 7^^

Wisconsin Waiver — We have essentially resolved the Wisconsin situation (update if 
possible before sending). HHS will be approving the Wisconsin W-2 plan (either by granting 
the waiver or certifying the TANF plan as complete). On September 30, we will be (), 
sending them their_firsJLTANF check for FY96, and simultaneously denying their Medicaid 
waiver on the grounds that it would endanger health care coverage for large numbers of 
people. On the welfare portions of the waiver, the only issue that remains contentious is the 
state's intention to impose a 60 day residency requirement before families can begin to collect 
benefits. HHS believes this is unconstitutional, though the law in this area is unsettled. The 
provision will definitely be brought to the courts. HHS approval of the state (plan/waiver) 
will indicate they may only operate the residency requirement if they provide a justification 
that is constitutionally sufficient. ^

i.'-

Performance Bonus Fund and Contingency Fund — The new law requires the administration 
to work with NGA and the states to set up the Performance Bonus Fund and gives them a 
year to develop the formula and process. We are setting up a process with the state group 
mentioned above to work out such a proposal in cooperation. We will keep you apprised as 
these plans develop. The Contingency Fund that protects states from economic downturns 
will be much simpler to establish. Treasury is taking the necessary steps and is working 
closely with HHS.

kJ<^(

FOOD STAMPS i

As you know, ,^ew non-citizen applicants for-food stamps-aremot-being-found-eligible, and 
states are beginning to process the recertifications of current recipients. USDA made a 
waiver available to all states that made it possible for some to delay the impact on current
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recipients,-end^er 30 states have -trfeen the waive^ California was not helped by that
particular waiver because they have a 12-month certification period, so we are working on 
potential legislative and administrative options that might work for them.

Exemption for High Unemployment Areas — As you may recall, the new law provides aa ^4 ^
exemptionsfrom the work requirement for food stamps for 18-50 year olds for persons living 
in areas of high unemployment. USDA will be issuing guidance very shortly on how states 
should designate such areas.

SUPPLEMENTAL SECURITY INCOME Cl -y
SSI for Children — Diana to write

IMMIGRANTS 0]c

r\

,v-

The issues raised by the bill related to immigration are clearly the thorniest and most difficult 
to implement. We have convened interagency groups to address two issues in particular; (1)

' the definition of "means tested benefits" for whichl non-citizens would be ineligible —
__ (^because of a Byrd rule motion in the Senate, the legislative definition of this term was

"deleted, and we must now supply one administrativelypand (2) how to implement an interim 

system of verifying the legal status of non-citizens and whether they fall into any of the 
categories exempted from the full impact of this law.

^hree quick answers to questions from your last memo:

SSI recipients who are going to be required to go through recertification to determine 
their continued eligibility based on citizenship must be notified by March 1997. 
Information on naturalization will be sent to them in November to ensure that as many 
as possible who meet the requirements for citizenship are able to naturalize before 
their benefits end next August.

We are working closely with INS and disability and immigration groups to ensure that 
the regulation waiving certain testing requirements for immigrants with disabilities is 
finalized as soon as possible. The comment period ends within the next two weeks, 
and w6=hope the rule will be finalized §liMtl$fethei£afterv,

CHILD CARE
V A

The new provisions of the law relating to child care go into effect October 1, 1996. This is a 
very positive story as HHS worked quickly and effectively to help states understand the new 
law, develop interim plans to access the new funding, and ensure that states will get their 
increased money on time. We will be working with Communications to ensure that the

,o A



opportunity to highlight some good news on this front is not missed.

TECHNICAL CORRECTIONS

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



Diana

add anything on

Wilson E.O.?
Giuliani?

“What to Say on Medicaid?

What to say on monitoring and evaluation?

OTHER KEY PROVISIONS

Medicaid — text from last time: The Medicaid program faces two major challenges in 
implementation: (1) delinking eligibility for Medicaid from the welfare system, and (2) 
assessing the impact on pending and existing waivers. The Health Care Financing 
Administration is working closely with other parts of HHS and with SSA to meet these 
challenges.

How are we going to monitor/evaluate welfare reform? CR \f\J

c c 7

90



EXECUTIVE OFFICE OF THE PRESIDENT

04-Sep-1996 07:49pm

TO: Dorothy K. Craft

FROM: Diana M. Fortuna
Domestic Policy Council

CC: Jeremy D. Benami

SUBJECT: can you have an intern look up...

an 8/25 op ed in the New York Times by \Joe Califano?

Thanks.



QUESTIONS TO RESOLVE ABOUT TANF GUIDANCE

o Guidance document overall

o format OK?

o are we sure items with arrows really required?

o draft vs. final: HHS prepared to go with draft (what does that mean?)

o "Suggested state plan outline" section needed? (p.2)

o 45 day comment period (p.2)

o legal basis?

o does document punt on Wisconsin?

o Waivers _

o can we say anything given President's comment on time limits issue? 

o doesn't guidance draw a line that anything goes? (p.8)

Federal Register notice OK?
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Whar benefits will be given to needy families? Will benefits be delivered through cash, in- 
kind, vouchers, or electronic benefits transfer (EBT)7 How will time limits and sanctions be 
incorporated into the program? What supportive services will be available to clients? How 
yilljfou structure the provision of child care to allow parents to go to work?

Culture Change
J.A- T«35

What measures will be taken to change the culture of the welfare office to support work and 
self-sufficiency? Are you planning to retrain eligibility workers?

Parental Responsibility

How will parental responsibility be encouraged? How will child support enforcement interact 
with the TANF program? Are you planning to involve the non-custodial parent in any work 
programs? What efforts will be made to reduce the incidence of out-of-wedlock births?
How will you address the problem of statutory rape?

Tribes

How will you ensure equitable access for members of Indian tribes who are not eligible for 
assistance under a Tribal family assistance plan? How will you assist tribe in implementins 
their program?

Administration

What is the structure of the agency administering the program? What will be the role of 
public or private contractors in the delivei7 of services? How will different dements of your 
program be phased-in? If the implementation date is different from the plan submittal date, 
when will you implement your program?

Waivers

Will your TANF plan basically mirror the welfare reform policies approved under 1115 
waivers and the underlying AFDC and JOBS provisions that were not waived? What are the 
name(s) of the 1115 demonstration(s)? If there are any policy differences between your 
TANF plan and the approved demonstraiion(s), what are they? What is the basis for your 
assessment of inconsistency? What are the beginning and ending dates of the 
deraonstration(s)? Is the demonstration(s) incorporated into your TANF plan applicable 
statewide? If not, how will TANF operate in those areas of the State not covered by the 
deraonstraiion(s)?

Wor-^
C/v\ v\\



EXECUTIVE OFFICE OF THE PRESIDENT

05-Sep-1996 12:31pm

TO: Elena Kagan

FROM: Diana M. Fortuna
Domestic Policy Council

CC: Bruce N. Reed

SUBJECT: 45 day comment period issue

FYI, on the 45 day comment period, the relevant section of the law 
is in Title I, Section 402 (a)(4).

In sum, it says that a state must submit a plan that includes the 
following:

"a certification ... which shall include assurances that local 
governments and private sector organizations--

(A) have been consulted....

(B) have had at least 45 days to submit comments on the 
plan and the design of such services."

I am trying to reach Anna Durand, who did HHS's legal work on 
this. I'll follow up with you.



EXECUTIVE OFFICE OF THE PRESIDENT

06-Sep-1996 10:35am

TO;
TO:

FROM:

Diana M. Fortuna 
Jeremy D. Benami

Wendy A. Taylor
Office of Mgmt and Budget, OIRA

SUBJECT; State Plan Guidance

I'm here afterall. So much for a vacation.

I understand that ACF has signifiantly revised the guidance and 
that we should have a new version to look at this morning. It's 
also my understanding that they plan to hand it out as draft on 
Monday. Please let me know if that's not consistent with what 
you're hearing. ACF also sent their notice to the Federal 
Register which should be published Tuesday.

Can we coordinate comments internally before we send them out? 
I'll touch base with you when the revised version arrives.
Thanks.


