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MEMORANDUM FOR THE PRESIDENT

FROM: Carol Ra%ack L@/

SUBJECT: Status of Welfare Reform Implementation

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

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

One key element of implementation is work with the states through the National Governors' "
Association (NGA), the National Conference of State Legislators (NCSL), and the %
Public Welfare Association (APWA) to ensure smooth federal-state communication.
Intergovernmental Affairs is coordinating Cabinet agency contact with state and local officials

all implementation issues. NGA, NCSL, and APWA will meet m
on September 9 and 10, including governors' senior policy staff, state legislative leaders, and Q“[
state social service commissioners. Intergovernmental Affairs is working with NGA to -
negotiate the agenda of that meeting, including making Federal officials available for briefings.

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

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

transform their AFDC systems to TANF by July 1997. There are several major issues that we
will be tracking as HHS manages this transition:



o

Early Implementation -- States have the option of implementing the block grant
immedidtely, and it is financially advantageous for them to do so. Some states

may be ready to go immediately on enactment. We will be working to clarify
with HHS the process and txmetable for approvmg these plans. You should
know that pa

{heir statc lezislonues before Submitline plags. No states are expected to call
special sessions this fall on these issues.

Regulations -- HHS is preparing a preliminary list of areas in which it sees a
need to regulate under the statute. We will be working with HHS to ensure =N
that the new program is aBEroBriately but not overly,_re gglated Q &N\@\_ o

o fon @ ot oo
Guidance to States -- HHS is also con51dermg issuing guidance to states on how '

to construct their new block grant plans. We will be working closely with HHS m
on this guidance to ensure that it is useful and helpful to the states.

. Y’
Approved Wajvers -- The bill lets states continue to operate existing waivers.
However, the bill's language is unclear about the scope of these provisions,
especxally the treatment of work requirements and time limits. It appears that

As for time limits, Michigan has waivers that do not include a time lmm

benefits and has indicated it will continue on this course in the plan it submits,
rather than adopt time limits as required by the bill. New Hampshire may
follow suit. Whether the intent of the waiver provisions can be clarified by
administrative action has yet to be determined. Deciding upon the best course ¢
for clarifying the intent of the waiver provisions -- seeking legislation or

through regulation (Wthh would be our first preference) -- will be one of the \

UL2g,
implementation group's first major issues. Wﬁy

Pending and Future Waivers -- HHS has approved eight waivers in the past two
days, three of which arrived after you announced you would sign the bill (D.C.,

Q
Idaho, and Kansas). Wisconsin is not yet approved. HHS is prepared to act on %
future waiver requests until July 1, 1997 should states ask for them. ™~

Other issues -- There are a whole series of operational issues the group will be
addressing including the establishment and management of the Perfgml_gqe
g: N

Fund and Contj Fund.



CHILD SUPPORT ENFORCEMENT

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

S l "ot
IMMIGRANTS 4} am _ h%ﬂ«&‘ ;

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

o Food Stamps — Upon enactment, legal aliens applying for food stamps will no
longer be eligible. Immigrants currently receiving benefits will lose them at the
time of their regularly scheduled recertification. These recertifications would
begin immediately upon enactment, with all such immigrants to be removed

(3 NSNS from the program within one year of enactment. About 900,000 participants
sus wraln ( (including 300,000 children) will be ineligible in the first year; approximately
Ty & | 250,000 participants will lose benefits in the first three months after enactment.
FUNSA LS QuBUA—

0 Supplemental Security Income (SSI) -- Upon enactment, most immigrants who
apply for SSI will not be eligible. Current immigrant recipients will get
longer eligible. By March 1997, SSA m 1ces to the 1.1 million
current recipients who may be legal immigrants and request evidence of their
citizenship status. If the immigrant provides evidence that he or she is not
eligible or fails to respond, SSA will notify the individual that benefits will be

" stopped. The amount of time the recipient has to respond to the first notice

=~ \ m! 3l &E sb appears to be at SSA's discretion, although all redeterminations must.be

"L Yo a completed within one year of enactment. SSA is exploring timing options, with
. W the intent of providing recipients as much time as possible within the law to
3A

naturalize. An estimated 300,000 to 400,000 recipients are expected to come
off the rolls.

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

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



0 Naturalization -- In anticipation of the restrictions on benefits, many immigrants
have already applied for citizenship and many more will apply as the restrictions
take effect. INS has been working on initiatives to speed up the naturalization
process. The Citizenship U.S.A. initiative is designed to respond to the large
increase in applications and expects to naturalize 1.2 million immigrants this ~~
. fiscal year. INS is also working with SSA and OMB on a new regulation that Qh X
A \‘ H.;will waive English and civics test requirements for immigrants with certain .

g ' serious disabilities and perhaps establish a special waiver for many disabled qlq\
o - immigrants receiving SSI. Coty_| 5 e

FOOD STAMPS - NON-IMMIGRANT PROVISIONS

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

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

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

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

These provisions involve relatively simple computer changes. The Department of Agriculture

-(USDA) expects most states will be able to implement them on October 1 and January 1,
respectively, without delay.

AOTHER KEY PROVISIONS
%

;N‘ SSI for Children -- The bill tightens SSI eligibility for children with disabilities. Upon

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

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

Child Care — The bill block grants several child care programs, effective at the beginning gf
the fiscal year. While these changes are mostly positive, the timeframe for implementation is
challenging.

Monitoring and Evaluation -- One key overarching issue will be to ensure that agencies aregk%é‘\

establishing sh-eva . d-monitoring canah

W
T

JOB OPPORTUNITIES S@Q

The interagency working group on the welfare jobs issue is nearing completion of a package of
options. At this point it appears that the components will likely be: about $1 billion in
enhancements to the Work Opportunities Tax Credit passed in the minimum wage bill; a $100
million expansion of the Community Develpoment and Financial Institutions program to
enhance economic development in distressed areas; a $3_billi i t one

(' million bard-to-employ welfare recipients in unsubsidiezed jobs, with the key feature of
withholding full payment to States until successful job placement and retention. __

LQ%W.M)O&'&M%‘DW

NEED FOR LEGISLATION

Work has begun on developing proposals to correct the major flaws in the welfare reform bill.
Among those you have noted are: (1) the too-deep cuts in the Food Stamp Program, including the
cap on the amount that can be deducted for shelter costs when determining an individual’s
eligibility; (2) the denial of Federal assistance to legal immigrants and their children, and the
state option to do the same; and (3) the failure to provide Food Stamp support to unemployed
childless adults who are willing to work, but not offered a work slot.

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

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

T orvax adyouX T Jek Cal ey
CONCLUSION RS m%or‘ﬁ\m@m

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

cc: Leon Panetta
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SUBJECT: Update on Welfare Reform Implementation - m_

p — ]
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.

MEMORANDUM FOR IDENT

PROCESS

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

o DPC chairs bi-weekly meetings of 11 federal 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 mecting 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. o

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

eir list of what is required for a plan tg. te. As a result,
they produced draft guidance for the states at the NGA conference last moftth that was quite

brief —— and praised by the states as a result.
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Regulations —— The law provides only limited authority to regulate the TANF block grant.
You asked in our last memo whether we can require states to use TANF funds as wage
subsidies. This is one of the permissible uses of the funds and one way states can provide
work. HHS will be working wi 0 i t it will not be able to

require that states adopt any particular aporoach to meeting the work requirement.

N l ' Grandfathering Waivers —— Counsel's office advises that the welfare law allows sates to

coptinue {0 oocrate waiver prosrams that baye.time limits.andwork requirements that vary

amutcdeonsafthe new law (unless the waivers were granted after the new 1aw 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 casgload js jncrcasingwwt
welfare bepefits bz"' 12% to live within the new law. However, Senator Domenici may secure

a legislative fix that would allow the state to tap into the Contingency Fund for this purpose.

IMMIGRANTS

The immigration issues raised by the law are clearly the thomiest and most difficult to
implement.
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Means—tested Benefits —— Non-citizens who arrive after the law's enaciiient are barred from

receiving "means-tested benefits" for five years. We have some latitude to. define that term,
and Counsel's office, OMB, and DOJ are working together to do so. ‘
Food Stamps for Legal Immigrants —— As part of the CR, we were able to persuade Congress
to delay cutting off food stamp benefits for legal immigrants now on the rolls until at least
April 1, 1997. (Under welfare reform, that change was to have been effective at th
recipient's next recertification for benefits.) This changasiiilnpasticuloslebalo. Colifamia,
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
€ITOorS. :

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

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

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

-

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

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

\f 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 naturahzcd last year, so it is a very s1gmfxcant increase. # %
d}

FOOD STAMPS WORK REQUIREMENT (6.

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

Jequircmentin.arcas.af high-snemplagment. USDA wi 1dance shortly on ho

states can designate such areas. ) .

SSI FOR DISABLED CHILDREN

.

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

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

had expected, and SSA w1ll take advantage of this option. As children who

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

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

t%




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 hw% pt the oBtion to_continue Medicaid for
current lcﬁal immigrants. They must decide by January 1.
CHILD CARE

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

TECHNICAL CORRECTIONS

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

cc:'+  Leon Panetta
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MEMORANDUM FOR THE PRESIDENT
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PURPOSE |

|
The purpose of this memo is to provide the Department’s perspective on a maijor

welfare reform implementation issue that the Administration is tacing -- l.e., what
amount of flexibility duus the welfarc reform statute provide to the stales in
spending their own money to mect the statute’s general maintenance-of-effort
(MOE) requirements? It is urgont thet we giva states @n immediete ond clear
answer on this issue (somctimes called ~piturcation”) pecause stete legislatures are
currently making key programmatic and financing decjsiuns that will enable them
to maks welfare reform work. Governors. legisiators, and administrators are
strongly pushing for a quiek response, and the issue iﬁ currently under
consideration. i

|
The Department’s view Is that the statyle proyides gt'ates with flexibliity in
spending their own money for benefits end services ;pa; eaunt owards geperal
maintanance of efforl, without having to apply the cequirements that apply to the
JANF program. This view is sharcd by the key members of Congress, the National
Governors Association, the American Public welfars rssociation. the National
Conference of State Legislatures, and numerous othar cummentators who have
unalyzed the legiclation.

I
f

The statute is clear that states must spend thuir own' monegy on needy families and
for the purposes of tha Act, but our view Is that qua’ifying expenditures outside
the TANF program are not bound by the other roquirgments ot the Act. Thatis,
the statute allows states to count expenditures in "any other state programn,” in
addition to the TANF program, towaerde the muintenance-of-effort requirement.
Qur position thus gives states a wide range of flexibility in spending their moncy,
whether they choose to spend that money tor innovative post-employmcnt
services, a state EITC, family support services for ngedy fomilica, or welfare
benefits for families who have not met Federal reaui?ements.

[
NEED FOR DECISION l

|
This issue requiras interpretation by HHS beceusc PRWORA is such 2 large and
complex piece of legislation, and there is no single d|lause in the statute which lays
out how much fiexibility States have with respect to expenditures of their own
funds. The statute does make clear that a number bf the TANF requirements apply
anly when Federal funds ere used, and that States 8150 have more flexibility te
spand Stute funds on immigrants and famities reaching the time limit. For other
requirements, including work requirements and partfcipatlon rates, data collection.
child support aesignment and cooperation, and distribution of child support
collectians, it is lass clear whether llvse requiremorltc apply to tha state
maintenance-of-effort funds.

|
'
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The DPC and HHS heve different views on thie quostion of interpretation. The
DPC believes that the best choice is to exclude from MOE state expenditures that
fail to mcect these requirements, because of a great ¢chncern that such flexibility
might undercut the work and participation requirements; tney thus vppuse
bifurcation. HHS shares the NDPC‘s commitment to the wurk requirements and the
legitimate conoern that some states may use flexibility to reduce inappropriately
the population subject 10 work participalion tates. HHS has 8 different view of how
to promote work and believes that bifurcation is the J,mly option sustainable in
working with states. :
This decision is urgent because statc legislatures are:convening right now and
making dccisions on tho scope, nature, snd funding ot their new programs. In
eddition, thc National Governors Association i8 meetl}ng beginning next weekend.
If an answaer I8 not provided this weak, we can expect deep concerri fruin all fifty
Governors about Administration silence on this Issue{ We can also expect to lose
velueble time in getting walfare reform up and running.

i

HHS VIFWS |

HHS and the DPC share the commen goals of making welfare reform succeed and
moving families from welfare to employment. We beliove that the bast way to
meet these gosls is to adopt the position that States have the authority under the
new welfare law to set up soparate State programs .- funded entrely by Stute
funds -- which are not subject to the requirements of the TANF program, but urc
included in the calculation ot MOE. We believe that :this position will enable states
to get moving on welfare retorm, will be consistent with the intentions of the
sponsars and the words of the statute, and will avoip losing monthe or even years
in battles with all fifty states over what they will seg as Federal bureaucracy
attempting to hold on to its power. While we do not belicve that all the
consequences uf bifurcation are desirable, we believi it ie the best choice we have.
As noted later, we are proparcd to take all administrative actions possible to
mitigate ageinst nogative resulte and to consider a ranga of additional next steps if
states should abuse this flexibility.

|

J

Our principal reasons tor taking this position follow.l
J

'.

1. K on i indi hat this, is the joter ion th
intended in drafting the bill. As noted in the attached letter from Chairmen
Archer and Shaw, the Congress understood that there were potential
negative consequences to this State ﬂcxlbility@ but nonetheless bellevad it 10
be the best available choice. In the letter, Chairmen Areher and Shaw
commit themselves to working with us to resolve any problems that might
occur if states misuse the flexibility.
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The States, @s represented by the Natiopal Governors’ Associgtion,
American Pyblic Welfare Association, and National Confarence ot State
Leglslatures have strongly supported this view. (See attached letier co-
signed by the three organizations.) All fifty Governors and state legislatures
can be expected to hold this view as a matter 'pl' principle: in their view, the
Federal government should nat be dictating requirements tor the expenditure

of state money. |
}

Sts ibili i sible slate g[gg;ﬂiﬁ and janovation that can
suppart tha critical goals of work and responsipility- While not all states will

“use this flexibility in effective ways, the most greative states could well use

it to build models that we all could learn from,!and to try out a range of
way's to support families in their meve from w?lfnm ta work. For example,
states might choose to use state funds to support a state EITC, or
trangportation assistance that would help Inw-}Nago workers keep their jobs.
These uses of funds would be discouraged if we required all these cases to
assign child support to tha state. provide all the data clements required by
the statuts, and meet other requirements. |

take the position envisioned by the drafters of|the legislation and proposed
by HHS, we will be taking a otep that is viode by States and others as
consistent with that partnership. That will put us in the position to hold
them accountable for mesting programmatic: goals, provide technical
assistance, shine a spotlight on success and failure, and du uverything else
we can in pertnership to move families from welfare to work.

ntrast, i

1heir own funds, we will
over Federal micromanggement ot statg grogrems. Woe riek undermining aur
relationships with the States (and the Hill} at ﬁhe very baginning of
implementation; creating an atmosphere of anger and distrust through our
first mejor policy statement; and shifting the focus trom the real Issues of
work and responsibility te the quastion of whether the Federa! bureaucracy
ctill doesnt understand the Congressional directive for Washington to give
up detailad contral. No matter how we descr'be our decision, States, and
others, will view a narrow reading on State flexibility as an attompt by the
Federal government to overstep its authority and to micromanage State
decisions on the expenditurc of their own monies. They may accuse US of
attempting to transform the new block grant program back into a matching
program. They could well arguc that, through our policy intarpretations. we
are actually reducing the flexibility they had upder prior law (l.e,, the stule
share of Emergency Assistance expenditures,| which were folded into the
TANF block grant, supportad a wide range of non-welfare sctivities,
including family support, social services, etc.).

|

|

@uo3
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While we share the concerns of the DPC that thi gtate flexibility approach

risks some state "gaming” of koy reqyirements - and we propose strategies
to address thege ricks below -- wg do not beliqu‘ thal state actions wnder
the flexible approach are likely to “qut’ the work requirementsg of the

PRWORA, |
|
|
0 First, State MOE funds make up well undyi half (about 40 perccnt on
average) of the combined Federal/State fupding of these programs,
and there is no question the work requirements apply to assistance
provided by Federul funds. l

(
I !

0 Secondly, based on what we have heard io tar, Statas have many
different purpoges In mind for using thair MOE funds und will therefore
have many competing demeands for scarce resources. Most
importantly, MOE monies provide the saf ty valve available to Stotes
to provide benefits ta tamilies who need gome support but are not
necessarily appropriata subjects for time limits and TANF work, child
support, and data collection requirements,-- 8uch as grandparent
caretakers: working families needing work-support services such as
wage supplements/tax credits; end victims of domestic violence. [n /
short, States have limited MOE money to;serve a lot of very impurtant
needs; they will need to think twice about giving short shrift to such
needs in order to avoid work requirements.

) Third, the ctatute requires that srates seeiking to gain access to the
contingency fund spend their malintenance of effort money solely on
TANE. Theretare, states that believe they are at risk of needing to
use contingency fund resources will havé an incentive to avoid making
large commitments to state-only programs that would not meet the
TANF requirements. :
[

o Within states and their legislatures, supporters of work-based welfare
reform are likely to criticize extremse afforts by state administrators 10
undermine work requirements. :

n commitme

i veral
to tgke_in the quidance to discourage stats misuse of this flexibility 1o

“game" the work reguirements; l

{
i. We would take every administrativc action in our powar to collect
Information ebout the familles served by stated under their M rams,
so fhat we could highlight successful approacties and punish gaming. For

axample: !

!

|
i
I
|
!
|
i
[
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) We could propose in regulation'to deny States any raduction in
the work participation requiremants applicable to them (based
on caseload reductions) unless they provide us with information
-on the familios receiving Statn-’unded assistance;

|

o We could propose in regulation! 1o look al a state’s bifurcation

policy in deaiding whether it is subject to one of the TANF

far noncompllancs); and

@oa

1€

7CM

fiscal penalties (i.e., in decidinq yvhether it has ressonable cause oy
|

o We couid propose in rqgulatiOI'4 to consider & State’s overall

S work effort in deciding whcther they qualify for a high

performance bonus. |

o We could publicize thy duta cohle(:ted regarding famities
receiving state-only assistance! and thereby put a spotlight on
states engaging in inappropriate practices.

l

ii. In addition to taking every admlnistralw% action pegsible, we would go 0
Congress with a legistatlve fix on the data collection provisions to ensure
that we have all basic informatiun on the universc of recipients servad by
State-funded programs and a better ability to determine whether the
legislative goals are being achieved. : '

|
iii. We could indicate in this initial guidance that even though this 1s our
best interprctation of the statute at this pornt, we would cunsider 3 diffarent/
interprctation in the final TANP regulation relatinyg appropriate uges of
state and federal funds if we learn that Ihe{ work provisions arc being /

undermined during this intarim perlod. e
|

w. Wa could advise Stales tu think carcfuily about the risks of biturcation
hacause such a practice will greatly complicate a State’s ahility to access
contingency funds if and when it faces an!economic downturn.

URGENCY |

{t is important to rosolve this issue immediately in light of the upcoming NGA
meeting, the continuing press coverage of this lslbue, and the urgent desirc of
states to make the key funding decisions and get moving on wclfare reform.

i

[
!

|
Donna E. Shalala

|
l
|
|
|
|
!
|
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NOTE TO BRUCE REED {

FROM John Monahan i

RE: Proposed Program Instruction to Statés
|
Attached you will find a Department-cleared draft of a program
instruction to states regarding the use of federal and state TANF
, funds. Please note that this draft instruction covers the
bifurcation and definition of assistance Hssues.

t
Tomorrow morning, we will forward draft quéstlons and answers that
could be utilized by Administration offic lals if this instruction
is released. j

Please assure that all interested WhltelHouse and OMB offices
receive copies of this instruction prior to the meeting we are in
the process of scheduling late Wednesday,lJanuary 22, or early on
Thursday, January 23. |
For questions relating to the guidance, pﬂease call Olivia Golden
or myself. !

l

|

cc: Elena Kagan : |
Ken Apfel !
Keith Fontenot |
Barry White x
Diana Fortuna
Emily Bromberg
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I. Nature and Purpose of this Guidance

The Personal Responsibility and Work Opportunity Reconciliation
Act of 1996 (PRWORA) gives States enormous| flexibility to design
their Temporary Assistance for Needy Family (TANF) programs in
ways that promote work, responsibility, and self-sufficiency and
strengthen families. Except as expressly provided under the
statute, the Federal government may not regulate the conduct of
States. l

|
Within this context, we are planning to develop proposed TANF
regulations which focus on the areas where!Congress has expressly
provided for the Secretary to take action r— i.e., with respect
to data collection, penalties and bonuses.! In developing these
rules, we are committed to an extensive oufreach strategy which
ensures consultation with a wide range of groups that have an
interest in children and families. To dat we have called upon
State executive and legislative officials and their national
representatives, advocates, non-profit organizations and
foundations, labor, and business organizations to help us
identify issues and ensure that alternative statutory
interpretations and perspectives are cqnsi?ered.

Call for Guidance. During this consultation process, we have
heard in many forums of the need for early| guidance on issues of
immediate importance to the development of! State programs. Among
these issues are Federal requirements related to the expenditure
of Federal grant funds, including the definition of "assistance™"
which triggers these requirements; the scoEe of State flexibility
in using State funds which qualify as expepditures for
maintenance-of-effort (MOE) purposes; and State flexibility in
using State MOE funds in State programs opkerated apart from TANF.
The need for early guidance is driven by the start of State
legislative sessions and the complexity and scope of the TANF
statute. .

|
States are understandably anxious to get answers to their

questions. However, because of the scope pf the TANF statute,
and the interrelationships among its many pieces, answers are not
easy to develop. |

Because the new law represents such a majo% change in welfare
policy, and the stakes are so high, we want to be sure that any
guldance we issue is adequately grounded. |Also the TANF statute
tries to achieve a balance between the competlng goals of State
flexibility and program accountability. Before issuing any
statutory interpretation, we are taking some care to ensure that
we maintain this balance. To ensure that|we have a clear
understanding of the positions of other key players on important
issues, we have been engaged in an ongoing| consultation process
to get input of key groups. All of these factors have worked to
increase the time required to develop pollby answers.

Purpose of Guidance. In response to this heed for guidance, we

]
|
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have developed this paper. It is designed| to provide States and
other partles with an indication of our 1n1t1al views of the
\\potentlal interpretations of the statutoryllanguage and of the
direction which we are_gggg_l;_ﬂly to take! in drafting proposed
rules. We believe the guidance reflects Cbngressional intent on
TANF policies, and that it will promote program accountability,
support substantial innovation in program gesign and provide
States the flexibility they need to serve needy families
effectively. f

Bcope of Guidance. Following a summary okaey elements of the
guidance and some additional context and background, the paper
incorporates the following sections: :

I
Il. Basic State Options in Program Design p. ) -- a conceptual
framework for the TANF program and its Fedkral and State

components. |

III. Use of Federal Funds (p. ) -- the fl#xibility available to
States and the limits on use of Federal funds, including
restrictions on the assistance payable witP Federal funds.

|
IV. Basic Requirements Governing State MOE Expenditures (p.) ~--
the requirements governing State expenditu?es that qualify for
TANF MOE purposes and the expanded flexlblllty available to
States to expend State funds on certain needy families, including
certain immigrants, individuals who exceed| the time limits and
teen parents. [NOTE: The immigrant policy|on p. 10 gives States
’(broader flexibility to spend State MOE funds on immigrant
!' families than was previously indicated in & Q and A issued by
‘ACF. The new interpretation reflects the Edditional work done on
1nterpret1ng "State program under this part" and on trying to
give meaning to the many pleces of the statute which directly and
indirectly speak to this issue.]

l

Definition of Ass;stance (p. ) == guiflance needed to assess

the scope of key TANF provisions, including time limits, work
requirements, child support assignment, an data collection.

VI. Monitoring the Impacts of Segarate Stéte Programs (p. ) --

an important cautlonary note expressing concerns about some
potential negative consequences of this pr?ctlce

VII. Overview of TANF Provisions (p. ) —L a chart depicting the
applicability of key provisions in the TANF statute, depending on
whether Federal or State funds -- and whether a State TANF
program or a separate State prxogram -- arei involved.

Key points that readers should note include the following:

1) States have the flexibility to colnt, towards their
general TANF MOE requirement, expendiﬁures of State funds

!

i
2 |
|
i
|
{
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under separate State programs, as long as those expenditures
meet the statutory requirements for "qualified State
expenditures", including the requirement that they are made
on behalf of "eligible families"; BUCF expenditures are not
subject to requirements which apply to the TANF program.
(see section IV discussion and chart)|

Because the statutory language for cohtingency fund MCE is
different, States do NOT have the flexibility to count
expenditures under separate State programs for the purpose

of meeting the Contingency Fund MOE. | All expenditures

counted towards the 100% Contingency Fund MOE reguirement :
must be made under the TANF program apd'therefore must meet |
TANF requirements. | _ \

2) Under the definition of "assistance" included in section .
V, nearly any form of assistance proyided to families under \
the TANF program would be considered Massistance." Thus, '
TANF requirements such as time limits| work requirements,

assignment of child support, and data(collection are

applicable (depending on the nature oF funding involved). _\\\//

We recognize that this guidance does not p%ovide answers to all
the major pending issues and does not answer many specific
questions. Through the regulatory processL we will provide
broader and more detailed guidance and direction. We will also
provide a more formal process for soliciting and considering the
views of interested parties.

While we would encourage States to use thiL interim guidance, it
is not legally binding because it was not @eveloped through the
formal rule-making process. |
Program Accountability and Interim Penalty Policies. We are
committed to making sure that this legislation works, and the
goals of welfare and welfare reform are achieved. 1In Section VI
we identify concerns we have about policiep which._might undermine
these objectives or produce othér significant negative -
consequences (such as a serious loss of funds to the Federal -
government). It is important that State pblicies be consistent
with both statutory language and statutory; intent. As we later
discuss, we will be looking broadly at State practices in TANF
implementation for consistency with the statute’s intent. If we
note major negative effects, we.will pursue_appropriate remedies.
|

At the same time, we do not want to discourage State efforts to
implement effective and innovative program designs or to develop
targeted service strategies which will produce the best outcomes
for families with special needs (such as those headed by
grandparent caretakers or victimized by family viclence). Thus,
during this interim periocd, we do not want! States to be unduly
fearful of incurring penalties under sectipn 409. Before Federal
|

3 |
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regulations are in effect, States will not| be subject to
penalties as long as they implement programs which are rxelated to
the intent of the statute and operate w1thun a reasonable
1nterpretat10n of the statutory language.! Also, before we
impose penalties, we will look at other fattors that might
provide "reasonable cause" such as: the need/timing for planning
and implementation activities, the degree pof compliance,
demographic and economic situations, and other State-specific
variables. In assessing corrective compllance plans, we will
consider the divergent goals a State is trying to achieve, a
State’s efforts to balance and satisfy the| different TANF
requirements, and the efforts made to utilize community
resources.

In exercising our accountability responsiblilities under the
statute, we are committed to working in paxtnership with States
to ensure that children and families receive the assistance they
need to move along the path to self-sufficFency.

. . L
II. Basic State Options on Program Design;
i
To understand the basic options available Eo States under the new
title IV-A, it is important to make note of some of the key
terminology used in the statute. 1

The term "grant" refers tocggggfzi\funds provided to the
State under the new section 403 of the Social Security Act?.
References to amounts "attributable tb funds provided by the
Federal government" have a similar meaning.

|

The terms "under the program funded uhder this part" and
“under the State program funded under' this part" refer to
the State’'s. TANF/program Unlike "grant" references, they
encompass programs funded ggfﬁbwlth Federal funds and with
State expenditures made under the TANF plan and program.

What counts as a State expenditure for T maintenance-of-effort
(MOE) purposes is governed by the languagei in the new section
409(a) (7) of the Social Security Act. Thel statutory language in
this section allows expenditures "in_all]l State programs" to count
as TANF MOE when spent on "eligible famllles""ghd meeting other
requirements.

_ , i

! This would include the requirement |that both Federal and
State "maintenance-of- effort" expenditureg must generally
support the statutory purposes outlined inj section 401 of the

Social Security Act, as amended. : ‘-%eﬂ 5

f
! References to a grant under section 403 (a) would exclude
the Contingency Fund, but would include other TANF funds in
section 403.

|
i
|
i
|
|
!
|
|
f



01/21/97 TUE 19:01 FAX 2026907318 DHHS/ASPA I goo7
|
|
f
|

it is possible to distinguish three different types of program
configuration under the new title IV-A: TANF programs funded by
expenditures of Federal grant funds or by co-mingling of State
funds and Federal grant funds; TANF prografms wléré Federal grant
and State funds are segregated; and programs funded by
expenditures of State funds in outside programs (i.e., outside
TANF, but counting towards meeting the State’s MOE requirements).
The language used in a specific TANF provigion (or in a related
provision elsewhere in the statute) will determine its
applicability to these three types of programs.

|
When the statutory provisions are read wiZE these terms in mind,

In order to tailor programs to meet the spgcific needs of
families moving from welfare to work, Statfs may find some -
advantage to segregating Federal and State TANF dollars or = _
spending State MOE funds in outside prograhsS:Egiher_thaILJEQ§£:>
We encourage States to take great care in making such decisions
and to ensure that any such decisions are ronsistent with meeting
the goals of the program.? |
The definition of "assistance" is also a ckitical factor in
determining the applicability of key TANF provisions. This paper
includes a separate discussion of that defgnition.

Oﬁﬁnﬁﬁc_?

!
III. Use of Federal TANF Funds %

Compared to prior law, the TANF statute prpvides States with
enormous flexibility to decide how to spend the Federal funds
available under section 403. In repealing! the IV-A and IV-F
statutes, Congress freed the States from very detailed rules
about the types of families that could be gerved, the benefits
that could be provided, administrative progedures that needed to
be followed, etc. However, to ensure that| programs would achieve
key program gcals, the new statute imposes! certain requirements
and limitations on how States can use Federal funds to provide
assistance. To a lesser extent, it also limits State flexibility
on how to use State funds that count towar@s MOE. Among the key
provisions applicable only to the use of Federal funds are time
limits, restrictions on expenditures for mﬁdical services and
prohibitions on assistance to certain individuals and families,

® Later in the paper, we provide a cﬂfrt summarizing the

applicability of key provisions of the statute to the different
program configurations. We also summarize; the rules governing
allowable uses of Federal and State MOE fupds. Because of the
complexity of the TANF statute, States should review all of these
sections in concert, together with the underlying statutory
language, in deciding what program design to pursue.

|
!
5 I
!
:
|
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including certain aliens* and teen parents. Also, when Federal
TANF funds are spent, all provisions applicable to the TANF
program apply. Most importantly, work reguirements, data
qQ}lqggigangpdNrequirgmgggsmforfchild~supportmassignment and

, cooperation apply. Additional information! on the rules
applicable to the use of Federal funds is ﬁncluded in the
following discussion and the attached tablF.

Provisions governing the use of Federal TAFF funds are found in
three sections of the statute.

The new section 404 of the Social Security}Act sets forth the
basic rules for expenditure of Federal TANF funds.

o They must be: (a) reasonably calgculated to accomplish
the purposes of the TANF program); or (b) an authorized
expenditure for the State under &itle IV-A or IV-F as
of September 30, 1995. | :

i
--The statute specifies that assfistance to low-income
families for home heating and copling costs falls
within the purview of category (&) above.

|
--To fall under category (b), the expenditure would
need to be recognized as an alloWwable expenditure under
the State’s approved IV-A or IV-F plan in effect as of
' September 30, 1955. |
' f
© Administrative expenditures may not exceed 15 percent
of the total grant amount. The ptatute specifically
excludes expenditures on "information technology and
computerization needed for trackhng or monitoring"
required by or under TANF.
I
o States may transfer up to 30 per#ent of the total grant
to either the Child Care and Development Block Grant or
the Social Services Block grant Program.

--No more than 1/3 of the total 'mount transferred ma
go to the Social Services Block grant.®

--Once transferred, funds are no{longer subject to the
requirements of TANF, but are subject instead to the
requirements of the program to which they are

|

|

i
4 Other restrictions on the use of Stdate funds for aliens

are contained in title IV of the PRWORA.

| 5 In other words, States must transfér S2 to the Child Care
and Development Block Grant in order to transfer $§1 to the Social
Services Block Grant. !

|
|
i
|
|
i
.
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transferred. However, funds trabsferred to the Social
Services Block grant may only be| spent on children or
families with income below 200 percent of poverty.

[} States may resexrve their Federal: TANF funds for future
TANF expenditures without fiscal|year limitation.
i

o} States may also use their Federah TANF funds for
employment placement programs and for programs to fund
individual development accounts.

l
The new section 408 imposes some restrictidbns on the use of
Federal grant funds. Under this section, Federal funds may not
be used to:

1) provide assistance to families that do not include a

minor child residing with a custodiali parent or other adult

caretaker relative (or a pregnant 1nd}v1dual),

l
2) provide assistance to a family that includes an adult who
has received 60 months of countable assistance, unless the
family qualifies for a hardship excepgion;

|
3) provide assistance to families which have not assigned
rights to support or to individuals who do not cooperate in
establishing paternity or obtaining Chlld support$;

4) provide assistance to unmarried pa:ents under age 18 who
have a child at least 12 weeks old and are not attending
high school or an equivalent tralnlng program;

5) provide assistance to. unmarried paLents under age 18 who
do not live in appropriate adult- supe¥v1sed settings (unless
exempt) ;

. 6) pay for medical services, except pke pregnancy family
planning services;

7) prov1de cash assistance for a 10- ygar period follow1ng
conviction of fraud in order to receive benefits in more
than one State; !

8) provide assistance to fugitive felbns. individuals
fleeing felony prosecution or v1olat1hg conditions of
probation and parole violators; or

I
9) provide assistance for a minor child who is absent (or
!
a
¢ Section 408 (a) (2) provides that the#e must be a deduction
of not less than 25 percent and the State may deny the family any
assistance.

|
|
|
l
!
|
|
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expected to be absent) from the home,:without good cause,
for a specified minimum period of timE.

Finally, section 115 of PRWORA calls for denial of TANF
assistance to any individual convicted of a drug-related felony
after August 22, 1996. However, the Statel may opt out of this
provision or reduce its applicability, and!certain kinds of
Federal benefits are excepted.

IV. Basic Requirements Governing State MOE Expenditures

ANF’ MOE Requirements--General. States mdy expend their MOE
funds on a broad range of activities withopt necessarily

'/ triggering Federal TANF requirements (such|as time limits).
Although States have significant discretiop, especially with
respect to State expenditures they make under separxate State
programs, there are statutory requirements| which define the State
expenditures which can be counted as TANF ﬁOE. These are found
at the new section 409(a) (7) of the Social| Security Act.

|
Section 40%(a) (7) () provides for a dollar-for-dollar reduction
in a State’s State Family Assistance Grant; (SFAG) to the extent
that "qualified State expenditures" in thel immediately preceding
fiscal year are less than an applicable pexcentage of "historic
State expenditures." T"Historic State expenditures" are
subsequently defined to include expenditures by the State for FY
1994 under title IV-A (AFDC, EA, and child;care) and IV-F (JOBS),
as in effect during FY 1994 .}
|

If a State fails to meet the work program participation
requirements for a fiscal year, its MOE requirement is set at 80
percent of "historic State expenditures." . If a State meets these
requirements, its MOE requirement is set ar 75 percent of
historic State expenditures. _
Also, in determining a State’s MOE requirehment, any IV-A

. expenditures made by the State in 1994 on behalf of individuals
now covered by a Tribal TANF program are excluded from "historic

f
|
I
|
|
|

? For Contingency Fund MOE purposes, State expenditures
outside the TANF program do not count. S;% discussion in the
following subsection for a further explanafion. NOTE: This
footnote wags added because the contingency’MOE discussion was
moved down. |

|
¢ gSee section 409(a) (7) (B) (iii) for the statutory
provisions governing the definition of historic State

expenditures. {
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State expenditures."’ }
Contingency Fund MOE Requirements. MOE re&uirements governing
State access to the Contingency Fund are fFund at section 403 (b)
and 409(a) (10). 1In general, this paper doFs not address special
requirements pertaining to the Contingency! Fund MOE. However,
for the purpose of program planning, it is}important for States
to note that only State expenditures made within the TANF program
count towards the Contingency Fund MOE. Sgate expenditures in
outside programs may count towards the T MOE, but they do not
qualify for Contingency Fund MOE purposes!?

Qualified State Expenditures. In order for State expenditures to
be considered "qualified State expenditures" for TANF MOE
purposes, they must: (1) be made to or on behalf of a family that
is eligible under TANF or that would be elﬁgible for TANF except
for the fact that the family had exceeded {its 5-year limit on
assistance or has been excluded from receiving assistance under
TANF by PRWORA’s immigration provisions (see discussion elsewhere
in this paper for guidance on definition of "eligible families"
and allowable immigrant expenditures); (2)|be for one of the
types of assistance listed in section 409(&) (7) (B) (i) (I); and (3)
comply with all other requirements and limitations in section

409 (a) (7). |

f Nﬁ@,'\%fQ’
Section 409 (a) (7) (B) (i) defines "qualified}State expenditures” as
total expenditures by the State in a fiscaP year under/ all) State
programs for the following activities with| respect to "eligible
families": i

[
o (aa) - Cash assistance; f
o (bb) - Child care assistance; 1
o (cc) - Educational activities designed to increase
self-sufficiency, job training, and work, excluding any
expenditure for public education in the State except
which involve the provision of services or assistance
to a member of an eligible family which is not
- generally available to persons who are not members of
an eligible family; {
|
|

® In section 409(a)(7) (B) (iii) (II), the statute suggests an
alternative calculation of historic expendjitures. This language
is apparently left over from a time when the bill included a
fixed appropriation for State Family Assistance grants. We
believe it is no longer viable, based on the final appropriation
language. [

I
1 The statutory language in both secthons dealing with
Contingency Fund MOE refers to State expenditures "under the
State program funded under this part." The TANF MOE counts
expenditures "under all State programs," if otherwise qualified.
|

? |

do11
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o (dd) - administrative costs in connection with the
matters described in items (aa),| (bb) and (cc) and
(ee), but only to the extent that such costs do not
exceed 15 percent of the total amount of quallfled
State expenditures for the fzscal year;

o (ee) - any other use of funds allowable under section
404 (a) (1) . |

Meaning of "Eligible Families." Under the|new section

409 (a) (7) (B) (1) (I) of the Social Security Act, in order to count
as qualified State expenditures for MOE pu¥rposes, State
expenditures must be made with respect to l'eligible families.
Subclause (III) defines "eligible families! for this purpose to
mean families eliglble for assistance under the State TANF
program and families who would be eligible| for assistance except
for the time-limit provision and the alien| restrictions at
section 402 of PRWORA. {

We interpret this language to mean that State expenditures count y
as MOE only if made to or on behalf of fam}lles which: /

o have a child living with a paren£ or other adult {
"relative (or to individuals which are expecting a ’
child); and |
] .
o are needy under the TANF income tandards established
by the State under its TANF planl
Finally, many of the restrictions at sectlpn 408 -- including the
teen parent provisions and the provisions on denial of assistance
in fraud and fugitive felon cases -- do not apply to State MOE
expenditures because they are written ag restrictions on the use
' of the .Federal -grant-- torsT Informatjon on these

“restrictions can be found in the chart and:the discussion on use
of Federal funds. ‘

Allowable Immigrant Expenditures.! States‘have the flexibility
' |
|

I We are not suggesting a definition! of "child" for this
purpose, but would expect States to use a definition consistent
either with the "minor child" definition in section 419 or some
other definition of child applicable under| State law.

We are also not proposing Federal guidelings for what income
standards would be used to determine if a family is needy, but
will defer to State standards, for both TANF and MOE purposes.

2 As noted on p. 2, the following imﬁigrant policy gives
States broader flexibility to spend State MOE funds on immigrant
families than was previously indicated in & Q and A issued by

10 |
i
!
|
1
i
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to use(State MOE ¥unds to serve "qu llfled“13 aliens. They also
have the flexibility to use Federal/ TANF funds to serve
"qualified" aliens who arrive to the enactment of the
PRWORA (August 22, 1996). For "qualified" aliens arriving after
enactment, there is a bar on the use of Federal TANF funds which
extends five years from the date of entry“t

States also have the flexibility to use State MOE funds to serve )
_legal aliens who are not "qualified". 18 | L

Finally, under section 411(d) of PRWORA, States have the /4%
flexibility to use State MOE funds to serve aliens who are noﬁ/ qﬂé;
lawfully present in the U.S., but only thrpugh enactment of a
_State_law,~aftey the date of PRWORA enactment, Which~

s

TR affirmatively PrOvIgsET E6E EUCH” beneflts'

|
Restrictions on Educational Expenditures. |We believe the intent
of the language in section 409(a) (7) (B) (1) (I) (cc) is to exclude
general educational expenditures by State or local governments
for services or activities at the elementary, secondary, or
postsecondary level which serve general educational purposes.
Expenditures on services targeted on "ellgpble families", but not
available to the general public, may be included. For example,
MOE could include special classes for teen|parents (that are TANF
eligible) at high schools or other educatipnal settings.
Services to "eligible families" designed to accomplish the
purposes specified in section 401 may alsoibe included, pursuant

|

ACF. The new interpretation reflects the additional work done on

| interpreting "State program under this part" and on trying to
find the appropriate meaning for the many pieces of the statute
which directly and indirectly speak to thig issue.

|
13 As defined under section 431 of PRWPRA.

4 pursuant to section 403(b) of PRWORA the five-year bar
does not apply to refugees, asylees, allens whose deportation is
being withheld under section 243 (h) of the! Immigration and
Nationality Act, and U.S. veterans and the&r spouses and
unmarried dependent children. wp qt)é; |

3 There is a technical problem in secLion 411 of PRWORA that
prevents States from providing State or local public benefits to
a handful of categories of legal aliens, e! -g., temporary
residents under IRCA, aliens with temporary protected status, and
aliens in deferred action status. The structure of section 411
indicates Congress’ belief that section 41l (a) included all
groups of aliens lawfully present in the U.S. Therefore, the
Administration has proposed. a_technical amendment. .that would
allow States to-provide State or local public benefits to all
aliens lawfully present in the U.S.

I

I
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|
to section 409(a) (7) (B) (i) (I) (ee). !
General restrictione. Pursuant to section}409(a)(7)(B)(iv), the
following types of expenditures may NOT be| included as part of a
State’s MOE:

1) expenditures of funds which orig%nated with the Federal
government;
2) State Medicaid expenditures;

3) " State funds which match Federal kunds (or State
expenditures which support claims for Federal matching
funds); and

4) expenditures which States make ab a conditio& of
receiving Federal funds under other programs™.
° h eres e

Special Child Care Rules. Notwithstanding|this last restriction,
when the following requirements are met, ekpenditures by a State
for child care may satisfy both the TANF MOE requirement and the
MOE requirement related to accessing child|care matching funds at
the new section 418(a) (2) (C) of the SocialLSecurity Act. First,
the amount of child care expenditures countable for TANF MOE
purposes may not exceed the child care MOE| requirement for the
State. Secondly, to count as TANF MOE, thf expenditures must
meet all the other requirements of section| 409(a) (7); to count as
child care MOE, expenditures must be allowable under the :
requirements of the Child Care and Development Fund. Befoxe
claiming child care expenditures under both MOE provisions,
States need to check that the expenditures|in fact meet the
requirements of both programs. (E.g., there may be different
families eligible for child care assistance under the two
programs which prevent all expenditures frbm counting as MOE in
both.) {

|
Because of the general restrictions cited &bove, child care
expenditures by the State which are matched with Federal funds
(pursuant to section 418 (a) (2) (C)) do not gqualify as expenditures
for TANF MOE'Y. l

|
Interpretation of MOE Exclusion Language. | Numerous gquestions

have arisen about the language at section &09(a) (7) (B) (1) (1I),
entitled "Exclusion of Transfers from Othey State and Local

Programs.f \J{Aal

.

' Note the child care exception below.

|
7 1ikewise, State expenditures which receive Federal child

care matching funds do not qualify for chi}d care MOE.

12 ‘
I
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|
|
f
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We believe part of the confusion derives from the caption; it
refers to transfers, but the actual statutpry language does not.
Our view is that the provision should be rtad as a provision
applicable only to State MOE expenditures made under separate
State programs. Such expenditures may not| involve a literal
transfer of funds, but in a figurative senbe, they would involve
taking funds that are outside the program and bringing them into
the program’s purview (for MOE purposes).

In general, our view is that this prov131op is designed to
prevent supplantatlon We believe Congress wanted to prevent
States from substituting expenditures they! had been making in
outside programs for expenditures on cash #elfare and related
benefits to needy families. The language in (aa) specifically
addresses this point. It provides that States may get credit for
MOE purposes only for additional or new expenditures from State
and local programs. The standard for determlnlng this is whether
their expenditures in the preceding fiscall year were above the
levels expended in the 12 months precedlng{October 1, 1995.

Section 409(a) (7) (B) (i) (II} (bb) can be read as an exception to
the general rule in (aa). It would allow States to maEE""'“
expenditures in outside programs which were previously allowable
under section 403 (and allowable at the time of enactment) and

! get full credit for such expenditures. Injother words, there is
not a requirement that these expenditures be additional or new
expenditures (above FY 95 levels).

I

Ultimately, we do expect to require that States be able to
document that any outside expenditures the claim for MOE
purposes meet the requirements of (aa). t a minimum, States
would have to 1gent1fy the outside programs whose expenditures
will be reflected as ‘State MOE, éstablish what the State
contributions to such programs were in the| 12 months preceding
October 1, 1995, and document the total State expenditures in
such programs for the preceding fiscal yea#. States would also
have to provide evidence that expenditures|in outside programs
which they want credited as MOE be expendltures on behalf of
"eligible families". This evidence may be in the form of
documentation of eligibility rules and procedures, or in other

forms established by the State. !

i
' pursuant to the Paperwork Reductiopn Act of 1995, States
will not be subject to specific documentatjion or reporting

, reguirements prior to OMB approval. {

¥ gtates would also have to be able %o document that MOE
expenditures on educational assistance andladmlnlstratlve costs
meet the special limitations at sections 4ps(a 7)Y (B) (1) (I) (
and (dd), respectively. |
1
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V. Definition of Assistajce BJC'

The terms "assistance" and "families receiving assistance" are

used in the PRWORA in manj critical places, including: 1) in most

of the prohibitions and riquirements of section 408, which limit
€;

the provision of assistan
participation rates in se
requirements of section 4

o

e T

2) the denominator of the work
tion 407(b); and 3) the data collection
1(a). Because TANF replaces AFDC, EA

‘and JOBS, and provides mudh greater flexibility than any of these

programs, what constitute
previously. Furthermore,
sections are addressed in
it is very important that

agsistance is less clear than it was J
because many of the above-referenced .
the penalty provisions of section 409, 7
States have some idea of our views of

what constitutes assistange so that they can meet Federal
requirements and avoid penalties.®

The complexities involved
"assistance" suggest that
illuminated by both State
rulemaking process. Thus,

in formulating a definition of

it is an area which could be greatly
practice under TANF and by the

we welcome suggestions from States and

other parties as to what an aﬁﬁ?EEElEEE“aefinition would be.
However, in _the meantime, because States are looking for guidance
which they can use in designing their programs, we are offering

an initial perspective on
because of the combining

the matter. Our general view is that,
f the funding streams for AFDC, EA and

. JOBS, gome forms of suppont that a State is permitted to carry

Thus, our initial perSpective is to exclude some of those forms

out undef“TENF“Eighgdtxwhqt would be considered to be welfare.

of support as assistance.
nassistance" as every for

More specifically, we would define
of support provided to families under

TANF except for the following:

1) services that have no direct monetary value to an C]U'\
individual fami and that do not involve implicit or i/ﬂ'
explicit income jsupport, such as counseling, case .
management; peer| support and employment services that 4

do not involve subsidies or other forms of income

support; and -

2) one-time, shortJterm assistance (e.g., automobile |
repair to retain employment and avoid welfare receipt
and appliance repair to maintain living arrangements).

We believe that these excllusions are consistent with

% In the absence of ﬁgy statutory language or legislative

history to indicate the ¢

"assistance" as having the

trary, we are viewing the term

| same meaning wherever it occurs in the

statute in phrases such ag "families receiving assistance" and

*no assistance for..."

Sn/20°d
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Congressional intent to provide States with flexibility to design

programs that will focus

responsibility and self-s
enable them, for example,
financial support from pa
individuals who only rece

rights.

VI. onitori the Impac
When the Personal Responsi
Reconciliation Act was end
the overall effects of the
States would use the new

designing their programs

would look similar to the

4
;

ive one-time help in avoiding welfare
dependency from requiremerits such as

heir resources on enhancing parental
fficiency. At the same time, it will
to exclude families who receive no
ticipation rate calculations and-

assignment of child support

of Separate State ograms

bility and Work Opportunity

cted, it was impossible to know what
legislation would be. No one knew how

lexibility available to them in

-- whether the new welfare programs

AFDC and demonstration programs with

which everyone was famili
different array of benefi
For this reason, the stat

3

r or Lf they would incorporate a much
s, services, and eligibility rules.
te incorporates a series of provisions

designed to gather informdtion on the families receiving
assistance, the assistance provided, and the effects on children

and families.

One special area of uncer

ainty is what States will do with the

flexibility they have to set up separate programs which qualify

for MOE purposes, but are
With this new flexibility,

not subject to many of the TANF rules.
States can: - 7
_ N

make their progrhams more responsive to the individual

and diverse needs of families;

o

o provide service
individual family

o target resource

At the same time, States

and impose expectations appropriate to
circumstances;

|
g more effectively.

Jould use this new flexibility in ways
that might undermine impoxtant goals of welfare reform.

In

particular, we are concernied that States could design their
programs so as to avoid time limits and the work requirements in
section 407, thereby circumventing legislative intent to make
assistance temporary and ﬁngage parents and caretakers in

appropriate work.

We are also concerned that

programs could have other
major concern is that we
the new programs are serv
a national view of State

within separate State prog
ability to measure progranm

am /Cra* A

the development of separate State

unintended negative consequences. One

will lose critical information about how

ng needy parents and children. Without
fforts (including efforts undertaken
rams), we will have a diminished
performance and impacts accurately and

15
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equitably. A second majon concern is about the potential loss to
the Federal budget of its Ishare of;ghildnggppogghcollections. In
assessing the potential budgetary impact of this bill, Congress
apparently did not envisign such losses. We do not intend to
allow States to set up separate State programs with the intent of
retaining what would othejwise be the appropriate Federal share
of child support collectians.

In stating these concernsJ we do not intend to stifle creative !
State thinking about how hest to serve their needy families and /
children. We recognize tHat the ability of States to set up
separate State programs can result in much more responsive ang— ‘)
effective programs. At the same time, States should be aware of
the Federal perspective of the risks involved. We believe it is
our responsibility to monﬂtor the overall implementation of this
legislation and to assesslwhether it is having the intended
consequences. If we findlmajor problems, we believe we have the
further responsibility to advisquongrésg and to work with it in
identifying ways to resorjﬁ‘fﬁéﬁf"—““‘“m : -

I

|

|
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VII. OVERVIEW OF TANF PROVISIONS UNDER DIFFERENT PROGRAM
ONFIGURATIONS

LA WEyoih 0T 2

Yy

v / / 9

A1 . i |

PROVISION FEDERAL TANF SEGREGATED STATE TANF SEPARATE STATE
PROGRAMS PROGRAMS? PROGRAMS®
Covered by State plan Yes | Yes No
Needy per income stds Yes | Yes Yes *
in State TANF plan 1 '
Restricted disclosure Applicable | Not applicable Not applicable

discrimination statutes

Allowable expenditures | For purposcs and as atthorized | Count towards both TANF and Count only towards
under IV-A or IV-F as of contingeacy fund MOEs. Must TANF MOE (not
9/30/95 be for purposes of program or | contingency fund MOE).
for cash asst, child care, certain | See State TANF section
| cducation, or admin costs for allowable purposes.
15 % admin cost cap Yes; ADP exoept'ion Yes Yes
Medical services Only pre-pregnancy |family No spcclﬁc restriction No specific restriction
_. planning. e
24-month work reqt - Yes ( Yes\\ \ No
2-month work reqt/ Yes R_Yes ) No
407 work reqs | Yes !\E’Es | ! No
work sanctions f Yes \Yes No
- - - |
non-displacemenl\ Yes No Lt ? No
child reqt  \  Yes; “minor child” Yes* / Yes ¢ |
child ineligible when ™ | Yes | No No
absent minimum period l
child support Assignment & -cooperation Assignment & cooperation Assigument &
req’d. Share of collections to | req’d. Share of collections to | coopcration may not be
Fed govt. Fed govt. req’d. No share of
collections for Fed. govt.
time limit on assistance Yes ~ No T No e
teen school attendance Required No rcquirement No requirement )
teen parent living Must be adult-supervised No requirement No requirement -
arrangements — '
Federal non- 4 statutes applicable 4 statutcs applicablc No specific provision

fraud cases

10-yr exclusioh

No exclusion

No exclusion

drug felons

Receive reduced bq'neﬁts

Receive reduced benefits

No provision

l

! This column would also apply progmr‘s where State MOE funds are co-mingled with Federal TANF !

funds.

2 Under this scenario, Federal and State

-- but not all -- of the Federal TANF rules apply.

ds are not commingled. Since Statc funds arc scgregated, some

} These programs count towards State MpE They are not subject 1o TANF requirements. per se, but are
subject to the MOE restrictions at section 409(a)(7).

* Per definition of “eligible families.”

/SR d
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data reporting Applicable | Applicable Not applicable
fugitive felons Barred from assismhcc No bar No bar
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