
Waiver Policy Proposal

I. STATUTE
“Waivers in Effect on Date of Enactment of Welfare Reform”: . if any waiver granted to a
state..is in effect as of the date of enactment...., the amendments made by [PRWORA]... shall not 
apply with respect to the state before the expiration (determined without regard to any extension) 
of the waiver to the extent such amendments are inconsistent with the waiver.”

“Waivers Approved Subsequently” section says that such a waiver “shall not affect the applicability 
of section 407 to the state.” (Work requirements)

Legislative History: statutory language was narrowed from ‘if have a waiver, new law does not 
apply’ to “inconsistent” standard. Final report language added clause re; “program features of state 
program not specifically covered by the waiver must conform to this part.”

n. HHS PROPOSED REG 
Legal Theory:
A provision of TANF is inconsistent with a waiver only if the State must change its waiver policy in order 
to comply. The definition of a waiver can include applicable provisions of prior law if their inclusion was 
necessary to achieve the objective of the approved waiver. For example, a state whose waiver program 
counted community college attendance as work did not need a waiver of AFDC law in order to do this.
The reg would permit such a practice to continue, because it would require a change in state policy to do 
otherwise, and it’s inconsistent with TANF’s definition of work. Legally, the reg defends the decision to 
consider prior law as part of the waiver on the grounds that doing otherwise would allow very few waiver 
practices to continue (largely Just time limits), rendering that section of the law meaningless.

Policy Effect:
Work Requirements:
Section 407 doesn’t apply to waivers to the extent their features are inconsistent with current law. 
Examples given are looser definitions of work and requiring fewer hours of work per week to be counted 
as working. However, states may not claim inconsistencies that affect the denominator of the participation 
rates - i.e., limit the universe of people to whom the participation rates are applied. The reg defends this 
decision by noting that HHS never granted a waiver of a participation rate, nor a waiver that granted new 
exemptions from work requirements.

Time Limits:
States whose waivers have time limits may use their waiver’s more liberal exemption and extension 
policies.

• Extensions - The draft reg says that both the federal and state clocks must start ticking 
simultaneously but that, once the federal clock expires, the state may grant extensions in 
accordance with the approved waiver until the waiver expires. The reg also says that a state need 
not comply with the law’s 20% limit on exemptions if its waiver’s extension policies cause it to 
exceed 20%.

• Exemptions - The draft reg also says that months during which a recipient is exempt from time 
limits because of waiver policy do not count toward the federal five-year limit.
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m. OUR PROPOSAL

The Challenge: To define “inconsistent” in a way that narrows the effect of the provision without rendering 
the entire provision meaningless.

Work Requirements:
• Argue that definitions of work activity were not necessary to achieve objective of approved waiver 

(objective was to put more people to work)— thus no grandfathering of more liberal job search and 
voc ed criteria.

• Alternative argument with the same result: Only permit specific items waived from compliance with 
, prior law, rather than allowing states to import “provisions of prior law” into the definition of

.y waiver. In this case, the definition of work in any waiver could not be inconsistent with the law, 
because in no case was the definition of work activities a "program feature... specifically covered by 

' ^ the waiver". Thus more liberal definitions of job search and vocational education could not be
continued under the guise of waivers. [This theory may not, however, allow the policy listed in next 
bullet below; thus it may result in the provision having no effect on work rates, which HHS argues 
it must since the statute specifically exempts “waivers granted subsequently” from having any effect 
on work rates.]

• Allow, as the draft reg now does, for waivers to be considered inconsistent if they specified the 
number of hours of work to be determined according to individual circumstances, but make explicit 
that these inconsistent waivers can only be continued in the same geographic areas as originally 
approved in the waiver and in effect at date of enactment [i.e., if a state had approval to expand a 
waiver statewide but had not done so yet, it could not].

Time Limits:
• Allow, as the draft reg now does, for exemption and extension policies to be considered 

inconsistent, but make explicit that these waivers can only be continued in the same geographic 
areas as originally approved in the waiver and in effect at date of enactment [i.e., if a state had 
approval to expand a waiver statewide but had not done so yet, it could not].

Changes Applying to Both Work Requirements and Time Limits:

• A state that continues a waiver inconsistent with PRWORA’s time limits or work requirements 
shall not be eligible for a high performance bonus or a caseload reduction credit.

A state that continues a waiver inconsistent with PRWORA’s time limits or work requirements 
shall not be eligible to receive a reasonable cause penalty exception, to enter into a corrective ,
action plan, or receive reduced penalties.

a
/\

In order to continue a waiver inconsistent with PRWORA’s time limits or work requirements, the 
state must notify the Secretary in writing in a letter-signed bvThe-aovemoii^

The regulation shall place the burden of pr£>of that waivers are inconsistent with the law on the 
state and must collect information necessary for the Secretary to make that determination.
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rV. EFFECT ON STATES

Comparison of Proposals: Effect on Connecticut

State View of Effect 
of New Law

HHS Proposed Reg Our Proposal

Under waiver, state could offer 
exemptions from and extensions 
to the time limits in 
conformance with its waiver

Continue Continue Continue, but only to 
extent that state had 
implemented this 
when law was passed

Definition of work that includes 
unlimited job search

Continue Continue No

Individualized employability 
plans that allow state to tailor 
hours of work

Continue Continue Continue, but only to 
extent that state had 
implemented this 
when law was passed

Exempting categories of people 
from work requirements and 
participation rates

Continue No No

Old control group cases from 
demonstration can continue all 
AFDC policies

Continue Continue, as long as 
state maintains 
research group 
treatments for the 
purpose of 
completing an impact 
evaluation.

Continue, as long as 
state maintains 
research group 
treatments for the 
purpose of 
completing an impact 
evaluation.

States with work policies that could override the law fas identified by states^:
Connecticut Delaware
Hawaii Illinois
Massachusetts Minnesota
Missouri Nebraska
New Hampshire South Carolina
South Dakota Tennessee
Texas Utah
Virginia Washington
Also possibly:______ _
Georgia 
Kansas 
Montana 
North Dakota 
Vermont

Iowa 
Michigan 
North Carolina 
Oregon 
Wisconsin
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States with time limit policies that could override the law: 
Connecticut Delaware
Florida Hawaii
Illinois Iowa
Louisiana Nebraska
North Carolina Ohio
Oregon South Carolina
Tennessee Virginia
Wisconsin
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Update on TANF Regulation Negotiations

Proposed Change Change MiSde: Partial 
Change Made

To Be 
Resolved

DOMESTIC VIOLENCE

1) HHS may grant reasonable cause 
exemptions from penalties to states that 
fail to meet the work participation rates 
due to granting of good cause domestic 
violence waivers.

X'

2) States will be exempted from 
penalties only if they fail the work rate 
by no more than the number of 
individuals granted good cause waivers 
multiplied by the participation rate.

3) HHS may grant reasonable cause 
exemptions from penalties for those 
good cause domestic violence waivers 
only for waivers that were granted 
appropriately.

4) HHS may grant reasonable cause 
exemptions from penalties only for good 
cause domestic violence waivers that are 
temporary Hess than six months longV

5) HHS shall not grant reasonable cause 
exceptions to penalties to states for 
exempting more than 20 percent of the 
caseload from the five year time limit 
due to granting of good cause domestic 
violence waivers.

' The reg is now changed to say the the Secretary “will determine whether a State has 
reasonable cause based on its demonstration that its failure to meet the work participation rates is 
attributable to its provision of good cause domestic violence waivers. If a state fails to meet these 
standards to the satisfaction of the Secretary, the Secretary will not grant the exemption.” Is this 
enough?
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Proposed (Shange Change Made ; Partial 
ChangeMade

To Be 
Resolved

Caseload Reduction Credit

1) States that have expanded eligibility 
shall not get credit for caseload 
reductions that would have happened in 
the absence of the expansion.

2) States shall not have a choice of 
applying the two parent caseload 
reduction or the overall caseload 
reduction as a credit to the two parent 
work participation rate.

3) HHS shall nQt have the option to 
allow states to exclude some or all 
families in any separate State program 
from the caseload reduction calculation 
“based on nature of benefits provided.”

SSu'iAj

4) Fingerprinting, drug testing, and 
whole grant sanctions shall not be 
defined as eligibility changes that must 
be factored out of the caseload credit. (k'yu S<t
5) Individuals receiving one-time, short­
term assistance, or services with no 
monetary value shall not be eliminated 
from the caseload reduction credit 
calculation.

^ The reg now refers more generally to excluding “procedural changes that have the effect 
of delaying or denying eligibility” but HHS policy would be to tell states that caseload changes 
from fingerprinting, etc., should count in that category. This HHS policy could help prevent 
states from gutting the work requirements: by not allowing a state to claim a caseload credit for 
caseload reductions due to fingerprinting (up to 15% in some states) the policy could prevent a 
state from lowering its work rate from, say, 50% to 35%.

^ The reg eliminates these cases from both comparison years, thus making more of an 
“apples to apples” comparison. For purposes of calculating the caseload credit, the TANF + 
MOE caseload not receiving short-term or non-monetary assistance in a given year is compared to 
the FY 1995 AFDC caseload without any short-time Emergency Assistance cases. The policy 
effect of this definition is that states that shift their services from monthly cash grants to either 
non-monetary services or one-time diversion grants will receive higher caseload credits.
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Proposed Change Change M^de Partial
Chhiige MSde

To Be
Resolved

6) States shall report eligibility changes 
on a form consistent across states and 
the regulation shall define a more 
specific set of criteria upon which the 
Secretary shall evaluate this information.

PENALTIES

1) In order for a state to be eligible to 
receive a reasonable cause penalty 
exception, to enter into a corrective 
compliance plan, or receive reduced 
penalties (“some or all”) or penalties 
based on degree of non-compliance, a 
state must prove that it did not divert 
families to a separate state program for 
purposes of avoiding the work 
participation rates or preventing the 
federal collection of child support.

X'

2) States may not retrospectively 
reclassify families in TANF as “state 
only” in order to game the work rates.

HHS has made the following changes: in order to be eligible for a reasonable cause 
penalty exception or a reduced penalty based on degree of non-compliancfet a state must prove 
that it did not divert families to a separate state program for the purpose of avoiding work 

participation rates. h

^ HHS has not agreed to make the following changes: 1) jn order to enter into corrective 
compliance plan or receive a reduction in penalties (“some or all”^ for not correcting a failure 

through such a plan, a state must prove that it did not divert families to a separate state program 
for the purpose of avoiding work participation rates, 2) condition a state’s eligibility for any of the 
penalty exceptions/reductions on the state proving that it did not divert families in order to 
prevent the federal collection of child supaort; and 3) to collect data that will help determine if 
states are diverting individuals to separate state programslmclud^irthe MOE data report 
information on whether individuals served in the separate state program were on TANF within the 
last six months).
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Proposed Chang? Change; Made Partial
ChangeMade

To Be 
ResolVeiJ;

3) States shall provide quarterly data 
regarding how many people have been 
sanctioned for not working. The data 
reports shall include the information 
necessary to determine if the state 
imposed a pro-rata reduction required 
by law, and whether the state required 
the individual to perform work within 

two years.

4) HHS shall enter into a corrective 
action plan with a state only if such a 
plan: a) contains monthly process and 
outcome goals that the state must meet 
in order to continue to operate under a 
corrective action plan; b) contains 
significant new actions the state plans to 
take to meet the law’s requirements; 
c) contains a letter signed by the 
governor outlining the need for the 
corrective action plan; d) shall be no 
longer than six months.

X
(all but six 

month limit)

X’

’ Need to confirm through change pages. Kir'
’ HHS does not want to limit the compliance plan to(six months. They’ve made the 

argument that the statute allows states up to two monthsT^omplete and file the plan^^o in 

reality the compliance plan is in effect for 10 months. A six month time limit would give states
only four months to comply. /T/'l/ n ■ n

^ ifiM Ctn ^



Proposed Ghange

5) The regulations shall detail a sliding 
penalty scale that will be imposed based 
on degree of noncompliance with the 
work participation rates.

6) Eliminate the option for the Secretary 
to reduce the penalty on a state that has 
failed to correct a violation through a 
corrective compliance plan if a state 
a) expended more resources; b) made 
substantial progress; or c) encountered 
cirumstances that could not have been 
anticipated.

7) 0MB has sought to allow the 
Secretary to include certain child only 
cases in the work participation rate 
(denominator and, if applicable, 
numerator) if the Secretary determines 
that the state re-classified families as 
“child only” for purposes of avoiding 
the work rates (by statute, the work 
rates don’t apply to child only cases).

Ghange Made Partial
iGhaiige Made

To Be 
Resolved

X’

* HHS has agreed to a sliding scal^^follows: only states that met at least 75 percent of 
the work participation rate (e.g., 75% of 30% or 22.5%) would be eligible for a sliding penalty 
based on degree of non-compliance. All states falling below that standard will receive the full 
penalty. If a state failed both the overall and the two parent work rates, then its penalty would be 
reduced in direct proportion to the level of achievement above the 75 percent threshold (e.g., if a 
state were halfway between 22.5% and 30%, its penalty would be reduced in half)- If a state 
failed only the two parent rate, its penalty would be first be multiplied by 10 percent and then 
reduced in direct proportion to the level of achievement above the 75 percent threshold.

® We proposed that the threshold be raised from 75 percent to 90 percent - only states 
meeting a 90 percent of the work participation rate would be eligible for a sliding penalty based 
on degree of non-compliance. HHS has objected to this change.

HHS has proposed only minor word changes to this section, such as adding “expended 
significantly more resouces”, made “substantial progress”, and “encountered overriding 
cirumstances that were beyond its control and could not have been anticipated.”



Proposed Change Change Made Partial
Change Made

To Be 
Resolved

Administrative Costs

1) 0MB has sought to have a federal, 
rather than state, definition of 
adminstrative costs, which the statute 
limits to 15 percent of the total block 
grant.

X" Xl2

Waivers HHS is 
awaiting our 

proposal.

" 0MB has succeeded in getting HHS to agree to include several types of spending in a 
federal definition.

0MB is still seeking to include spending on case management and eligibility 
determination in the federal definition of administrative costs.
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carice @ erols.com
10/22/97 02:57:00 AM

Record Type: Record

To: Cynthia A. Rice, diana fortuna

cc:
Subject: Waiver idea

Building upon the fact that the statute refers to "waivers in effect on date of 
enactment" and the conference report language says:

"The conference agreement follows the Senate amendment, with the 
modification that such waivers may only apply to the geographical 
areas of the State and to the specific^ograni features for which the 
waiver was granted. All geographical areas of the State and program 
features_of the State program not specifically covered by the waiver must 
conform to this part."

maybe we could push a policy that would:

Work Requirements

The definitions of what counts as "work" in PRWORA would not be considered inconsistent 
with any waivers because in no case was the definition of work activities a "program 
feature...specifically covered by the waiver" [This is why they need to "include 
provisions of prior law"]. Thus more liberal definitions of job search and vocational 
education could not be continued under the guise of waivers.

Allow, as the draft reg now does, for waivers to be considered inconsistent if they 
specified the number of hours of work to be determined according to individual 
circumstances, but make explicit that these inconsistent waivers can only be continued 
in the same geographic areas as originally approved in the waiver and in effect at date 
of enactment [i.e., if a state had approval to expand a waiver statewide but had not 
done so yet, it could not).

Time Limits

Allow, as the draft reg now does, for inconsistent exemption and extension policies to 
be considered inconsistent, but make explicit that these inconsistent waivers can only 
be continued in the same geographic areas as originally approved in the waiver and in 
effect at date of enactment [i.e., if a state had approval to expand a waiver statewide 
but had not done so yet, it could not].

[Don't think we can do much else here. The new law policy restricting all extension and 
exemptions to a 20 percent cap does seem to be inconsistent with the waiver policy. Any 
broader change I've thought of would render the section meaningless.]
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10/15/97 - 1:00
Proposed Changes to Reg 

Waivers
1) A state that continues a waiver inconsistent with PRWORA’s work participation rates or time 
limits shall not be eligible for a high performance bonus or a caseload reduction credit.

2) A state that continues a waiver inconsistent with PRWORA’s work participation rates or time 
limits shall not be eligible to receive a reasonable cause penalty exception, to enter into a 
corrective action plan, or receive reduced penalties based on degree of non-compliance.

3) A state can continue a waiver inconsistent with PRWORA’s work participation rates or time 
limits only if the waiver when granted explici^nameH the policy that the state now wants to 
continue (i.e., state can continue waivers inconsistent with the new law, not policies operated 
under waivers inconsistent with the new law).

4) A state can continue a waiver inconsistent with PRWORA’s work participation rates or time 
limits only in the geographic area for which the waiver was granted and implemented.

5) In order to continue a waiver inconsistent with PRWORA’s work participation rates or time 
limits, the state must notify the^ecretary in writing in a letter signed by the governor.

6) The burden of proof on^roying waivers are inconsistent with the law shall rest with the state 
and the regulation will requirethat the information necessary for the Secretary to make that 
determination will be collected. States operating under waivers will report performance and be 
monitored like any other state.

1) States that have expanded eligibility shall not get credit for caseload reductions that would 
have happened in the absence of the expansion.

2) States shall apply the two parent caseload reduction as a credit to the two parent work
participation rate and the overall caseload reduction as a credit to the overall work participation 

rate. ^

/3) Fingerprinting, drug testing, and sanctions shall not be defined as eligibility changes that must 
^ be factored out of the caseload reduction credit.

4) Individuals "receiving services that have no direct monetary value...such as counseling...and 
employment services" and those "receiving one-time, short-term assistance" for 90 days or less 
shall not be eliminated from the caseload reduction credit calculation,

5) States shall report eligibility changes to the Secretary on a form consistent across states and the 
regulation shall define a more specific set of criteria upon which the Secretary shall evaluate this 
information.
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9 Penalties . /

1) A state that does not pce<e that it dia n^f^ive^amilies to a separate state program for 
purposes of avoiding the work participation rates or preventing the federal collection of child 
support shall not be eligible to receive a reasonable cause penalty exception, to enter into a 
corrective action plan, or receive reduced penalties based on degree of non-compliance. States 
must decide at the beginning of the quarter which families are in TANF and which families are in 
the separate state program (no retrospective reclassifying to game the work rates).

2) States shall provide quarterly data regarding how many people have been sanctioned for not 
, working. The data reports shall include the information necessary to determine if the state
imposed a pro-rata reduction required by law, and whether the state required the individual to 
perform community service within two mpnths and/or to work within two years.m^nth^

3) Good cause domestic violence waivers -
^<XA^

a) HHS may (rather than shall) grant reasonable cause exemptions from penalties to states 
that fail to meet the work participation rates so long as the states do not fail to meet the work rate 
by more than the number of individuals granted good cause waivers multiplied by the participation 

rate.

b) HHS may grant reasonable cause exemptions from penalties for those good cause 
domestic violence waivers (as now granted in the reg) that HHS determines were granted 
appropriately.

c) HHS may grant reasonable cause exemptions from penalties only for good cause 
domestic violence waivers that are temporary, i.e., less than six months long.

d) HHS shall not grant reasonable cause exceptions to penalties to states for exempting 
more than 20 percent of the caseload from the five year time limit.

4) Corrective action plans - [seeking help from 0MB on this one]
HHS shall enter into a corrective action plan with a state only if such a plan:
a) contains monthly process and outcome goals that the state must meet in order to 

continue to operate under a corrective action plan;
b) contains significant new actions the state plans to take to meet the law’s requirements;
c) contains a letter signed by the governor outlining the need for the corrective 
action plan;
d) shall be no longer than six months.

5) Reductions Based on Degree of Noncompliance -
The regulations shall detail a sliding penalty scale that will be imposed based on degree of 

noncompliance.
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Laura Oliven Silberfarb
10/08/97 09:42:25 AM

Record Type: Record

To: Cynthia A. Rice/OPD/EOP, Diana Fortuna/OPD/EOP, Emil E. Parker/OPD/EOP, Anii Kakani/OMB/EOP

cc:
Subject: Conference Call today

We will use Keith Fontenot's office from 12:00-2:00 to meet to take the conference call - room 8222 in 
the NEOB. HHS called to say they will follow the questions in order, but will reserve the following for 
tomorrow's meeting:

Waiivers - question numbers: 31-36, 50-54 
Domestic Violence Option - 1,3,4,29 
Administrative Cost - 44

And anything else we don't get to today.

See you at 12:00. Thanks.
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^ 1. 270.30, p. 323-324. Does the individual have to particiQflteJnJ^appfeptiate services plan
designed to provide safety and lead to work” for a certaip numSer of hours per week? Iff|o) why

This section also proposes to grant good cause waivers for failure to meet the work rates if that 
failure is attributable to a state’s provision of assistance tq^fuge^. On wjiatbasis and for what 
reason does HHS make this proposal? Does this proposal exclude aHj^Higee^om the work 

participation rates? Whatipercentage of two parent TANF families would fall under this 
definition? / v/

2. 270.30, p.322 (also referred to on p. 353)

xiperceniage oi two parem i /MNr lamnies wouia ran unaer inis

Issue: definition of “assistance: excluded from the definition is one-time, short-term assistance Viace 
paid within a 90-day period
Problem: the 90-day time period is too long, and inconsistent with prior language for Emergency 
Assistance ^
Proposed Fix: reduce period from 90 days to 30 days TP

,9^

3. (p.323)
Issue: definition of “good cause domestic violence waiver”: “temporary” waiver from program 
requirements A^
Problem: the term “temporary” not being defined can allow states to use the waiver fora X , ..
significant part of its caseload for an indefinite period of time ^ ^J
Proposed Fix: the regs should define “temporary” (i.e. 90/120 days or less)

Gm/ vJ4. 270.30, p.323,324 Why is thls^egulated only in thisMefinitionar secticfn. It would appear that 
we should at least outline the recordkeeping/reporting requirements to ensure enforcement

^ authority PV
dil20 Qh-ip~~j2i>c(Z p-

K ^5. 271.10/page 333: Is there ammay to enforce Sec. 402 work requiremenis (work after 2 years, 
\Jcommunity service after 2 weelw)? Or request information from states? And are states totally free 

^ b (r define work for purposes of Section 402? Pli lcf igp /'

6. 271.20, p. 337-338; outlines the general work participation requirements. Shouldn’t ^
[a//// d.0 subsection (a) stating the two separate work participation rates use the phrase “work activities as

described at section 271.30" rather than “work or training”?

7. 271.22, p.339. Is it possible for reg to prohibit retroactive reclassification of families as state-
only? /Odcf jpl % deep^', fS /) ^ ^

S ^ #1 **0_*/1ri* Trt #-vi i-f 1 fr\i +V»^ *^o n 1 11 n 4-< 4K’<o 4-V\o4' '8. 271.22, p. 339-340; In outlining the overall participation rate calculation, this section says that^
a family that receives assistance for only part of the month may be counted as participating for an
entire month if the adult is engaged in work for the minimum average number of hours in each full
week that the family receives assistance in that month. What is the HHS’s reasoning in proposing
to allow this here and in section 271.24? JlSiSX-AfZc,

•~4/K(cA-v^cr>v:T^
— J^ e t'HTXA Ok ci//1



J=»c{-/ no ((t]Jc

IW(^‘i
diM (

(pClrtAAj'iS^S-uji' (T'>\^

9. 271.24, p. 340-341; In outlining the two parent participation rate calculation, this proposed 
regulation says that a family that includes a disabled parent shall not be considered a two-parent 
family for the purpose of the participation rate. Does this regulation define “disabled parent”? If 
not, why not? Similarly, why not define “disabled” and “severely disabled” in section 
271.32(c)(1)? ^ Xjuo

)o) 10. 271.34, p. 348. In item (c), should “in any fiscal year” be added after “weeks”?

11. 271.40, p. 348; defines the basic caseload reduction calculation. Does this calculation ensure 
that any caseload reduction for which a state gets credit is not due the state having transferred 
beneficiaries from TANF into a separate state program? Does this prevent after-the-end-of-the- 
fiscal year gaming, such as transfers into state programs not counted for TANF MOE, in order to 
increase the caseload reduction credit? ^

VCi

12. 271.40, p.349
Issue-, reducing state participation rates with caseload reductions
Problem: need to clarify language: “the minimum participation rate the State must meet for the 
following year will decrease by the number of percentage points the ** caseload fell in 
comparison to the FY 1995 caseload.”
Proposed Fix: insert “average monthly” where the asterisks appear

13. Issue : definition of “family” in discussion of caseload reduction credit
Problem : since there is no definition of “family” in the bill or regs, a caseload reduction credit
which accounts for a reduction in families might allow states to exclude from the calculation any

l/pld\JoC non-”family” units receiving assistance.
^ Proposed Fix: either change “families” to “cases” or “units,” or define “families” for this purpose 

to include units such as child-only cases, etc. (§271.43 refers to “cases receiving assistance”)

14. 271.41, p.349
Issiie: determining/calculating the caseload reduction factor
Problem: no clear definition for calculating caseload reduction factor ^ -
- the regulations effectively use a reasonable test, “based on an established set criteria” (quality /

Cr

of data, adequacy of documentation, completeness of list of changes in eligibility) ==> how are 
quality, adequacy or completeness measured?
- no specifications on how data is to be submitted (in what form) => a state must submit... “the
methodology and data that it used to calculate its caseload reduction factor”
Proposed Fix: the regulations must precisely define the calculation for the reduction factor, whatJ^^rtsot-kitAi^data states must submit, and in what form the data is to be submitted 

(1 7? regulations should also require states to provide brief descriptions of each program which
they use in determining their caseloads 0<nii{C^U^ £^2^e.

^ ^ i 15. 271.41, p. 350; provides states with the option of using overall caseload reduction as the 
basis for a credit to reduce the two parent work rates. On what basis and for what reason does 
HHS want to do this? Doesn’t this simply give the state the option of choosing the number which 

' ™«gjve it the largest credU? ^
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16. 271.41, p. 349,350; outlines the information that the State must submit to qualify for the 
Caseload Reduction Factor. HHS should consider developing_aJQrm to facilitate the submission 
of this information. This will promote consistency and completeness in the data provided and may 
reduce the need for HHS to follow up with States on the “reasonableness” of the data.

17. 271.41(d)(2), p 351; Is requirement that states respond to HHS within 2 weeks if they 
request additional info unreasonable? Should it be a month, given timelines HHS has given itself
(3 months to review the methodology)? ^ ^
18. 271.42, p. 352; lists “drug testing” as a specific eligibility change^r ^hich stat^ mu4 fa^r 

out caseload reductions for purposes of the credit. Doesn’t the general category of “changes in 
requirements based on residency, age or other demographic or categorical factors” include this
since persons found to be using drugs would be a category? This section also lists ^ _____
“fingerprinting” as an eligibility change. Why is this not considered an anti-fraud measure?

^ k ^ - 10 ■ ^ ^

19. 271.42, p. 352; allows states thatmave expanded eligibility for assistance since FY 1995 to 4
get a caseload reduction credit if its caseload would have gone down in absence of the eligibility
expansion. On what basis and for what reason does HHS want to do this? ^ v .n

HHS invites States that believe that some or all of the families in c ✓20. 271.42(c), p.352. HHS invites States that believe that some or all of the families in 
separate State program should be excluded from the calculation of the caseload reduction factor, 
based on the type of families served or the nature of the benefits provided, to substantiate such a 
claim with data. What does HHS contemplate would be a basis for exclusion from the factor? In 
addition, don’t MOE programs have to use the same definition of eligible families anyway?

21. 271.42, p.351 TO-
Issue: effect of eligibility changes on caseload reduction ’
Problem: states are only required under the proposed regulations to submit a “compile listing of
eligibility changes” (as per §271.41(b)(2)), but apparently not the number of recipients 
dropped due to each of the changes
Proposed Fix: require that states also submit the number of recipients dropped from the rolls due 
to each of the listed eligibility changes

22. 271.42(a), page 351-52; On draft’s list of what constitutes eligibility changes for the purpose
of factoring out eligibility from the caseload reduction credit; how would HHS know if there were 
waiting lists for assistance? What is the rationale for including sanctions that terminate a family’s 
grant on the list? \;i( d \j

23. 271.43(b), p.352^
Issue: definition of “cases receiving assistance”
Problem: the regs suggest that certain types of assistance (that can count towards MOE in a 
separate state program) can be excluded from the defn of cases receiving assistance for the 
purpose of calculating caseload reduction credits
=> this could result in states transferring TANF individuals to a separate state program for 
services not permitted under TANF (but countable towards MOE under the separate program).

^ iAlxA- '7



are already excluded as types of TANF'S'^&^d^)^'''® ^

24. Section 271.43, p. 352-353; for purposes of calculating the caseload reduction credit, 
requires states to compare a given year’s data to fiscal year 1995 excluding those on the caseload 
receiving only non-monetary services or only one-time, short-term assistance. Does HHS expect 
states to know how many in their fiscal year 1995 caseload received such assistance, i.e, 
assistance for less than 90 days? Isn’t there a possibility that this definition combined with the 
lack of FY 1995 data will result in awarding a state too large a caseload reduction credit?

25. (271.44), p. 354 February 28 could be a bit late, from a planning standpoint, to make the 
decision on a State s proposed caseload reduction factor. Is there any way to move this up?

26. 271.53, p 357: Under what circumstances would HHS reject a corrective compliance plan?
Shouldn’t this be defined? ^ —^o

27. 271.51(b)(1), p.355
penalty for noncompliance with participation rate; separate state programs 

Problem: the regulation allows for a reduction in the penalty for a state not meeting participation 
rates, given the state’s efforts “to engage recipients of assistance in separate state programs in 
work activities.” The problem here is twofold;
(1) it doesn’t prevent a state from meeting the participation rate by transferring individuals into a 
separate state program;
(2) what does the quoted phrase mean? => does this mean its okay for a state to place all of its 
hardest to employ recipients into a separate state program so long as the state is making an 
“effort” to “engage” them...?
Proposed Fix: something closer to ensuring that states don’t simply transfer the hardest to employ 
into separate state programs in order to meet participation rates

28. 271.51 p. 354-356; states that HHS will reduce the amount of the penalty for failure to meet 
work participation rates based on the degree of noncompliance, as required by the statute. Is

statute for providing a reduction due to “good faith efforts” made to achieve 
^rates? Does HHS consider “good faith efforts” a measure of degree of noncompliance? 

Shouldn’t the rule define “non-compliance.” '^Vj

draft regulation states that HHS will look beyond TANF to efforts a state is making to put
^ /\ Bji/ **^^*yid-uals_in^sep^ate state^programstg_wjirk^Iwiouldn’fniirbeTevisedTo~makecTe^that a

. ...... .n . - - . . ... ...^

!S that HHS will look beyond TANF to efforts a S1
,, U ____ ite prqgr^ tg_wiM-k:Shoindn’'nfiis'1)eTe^^^ ------ - v-.w... c.
V I will^not receive a good cause exception or a reaction in penalty basg^d on the degree of 

1 non-compliance, or have its corrective compliance plan accept^ by HHS unless it proves it has 

y^t used a separate state program to escape the work participation rates? f ^

In addition, the draft regulation states that in deciding whether or not to reduce the amount of the 
penalty, HHS will take into consideration “whether a state has missed one or both rates.” On 
what basis and for what reason does HHS make this proposal?



29. Section 271.52, p. 356-357; states that the Secretary will grant reasonable cause to a state 
that fails to meet the work participatipH ptWHlyFfiOHfOIfS'Pion of good cause domestic violence 
waivers. Doesn’t this provision assume j::^^^^eceiving such waivers would have 

otherwise been working, instead of the 25 to 50 percent required by law? Why not grant a state 
good cause only for those individuals who would otherwise have been working by subtracting the 
number of good cause domestic violence waivers from the denominator of the participation rate?

30. 271.54, p. 357; states that if HHS determines that a state has failed to penalize individuals for 
not working as required in sectiorj?407(e), then the agency shall reduce a state’s grant. What 
information will HHS systematically gather in order to know whether a state is violating section 
407(e)? What kind of proo|^ust the sta(^accept from a single custodial parent who is unable to 

obtam needed child care?
■r"

31. 271.60, p. 359 (also applies to 271.4(e)): Draft says that the provisions of section 407 of the
law do not apply to states that have an approved waiver to the extent those provisions are 
inconsistent with the waiver. Why does the draft limit potential inconsistencies to s^ection 407 of 
the law? Qiz'i

Section 407 includes work participation rates, the caseload reduction credit, hours of work 
required, the definition of work activities, the sanction for refusal to work, and nondisplacement 
provisions. What constitutes a provision for the purposes of this section? May a state opt out of 
or modify the work participation rates, but still take advantage of the caseload reduction credit?
Do any states have waivers that would allow them incons^tent work participation rates? If so, 
please list them. fv O

How will HHS determine what it will consider inconsistent? HHS asked states to identify those 
inconsistencies in their state TANF plans, but states varied in the thoroughness of their responses.
Does HHS have a compendium of these responsesJncluding an evaluation of whether in fact it 
considers them to be inconsistencies? Please provide us with the most recehriisnJbes HHS ' 
plan to survey them again? How and when will HHS notify states that they their proposed 
inconsistencies are accepted or not accepted? What is the penalty for a state that continues a u
waiver provision that is not inconsistenkwith the law but differs from the law? ^ ~

32. 271.60(b)(1) Please provide us with a li st of states that have waivers with work actKiities tfiat^ 

are inconsistent with current law, along with the nature of the inconsistency. What are examples 
of waivers with provisions of prior law that you would still consider inconsistent even though they
did not require waivers (see definition of waiver in 270.30)?

jacLkl

Please provide us with a list of states that have waivers with inconsistent “minimum average hours , 
of work per week necessary to be ‘engaged in work’ for a month”, along with the nature of the ^ *(( do . 
inconsistency (271.60(b)(2))? Why wouldn’t all such cases be prohibited as inconsistencies under ^
271.60(b)(2)(ii) because they were increases in^ork requirements over prior law?

Please provide us with a list of other waiver inconsistencies that HHS recognizes, by state4nd by 

feature of the waiver.



What is the draft’s legal basis for 271.60(c), whi^ prohibits waiver inconsistencies that affect the 
denominator of the participation rates? M ^ ^

33. 271.60(b) - (d) and 274.1(e)- (I), p 391-92: How will HHS monitor these Revisions? Will 
HHS monitor states to ensure that they are following their own waiver policies? How?

34. 271.60(b), p. 359; The rule lists areas where waiver inconsistencies will be recognized. VWiy
list these areas? , y ^ i .^ n'/auj s /f 5^ ^
35. 271.60(b)(2)(ii), p. 360: "Prior law standards are not part of the waiver...." Seems unclear.
(HHS informs us they may rewrite this one.)

36. 271.60(c), p. 360; No prior law exemptions recognized as part of the waiver with respect to 
ienominator of participation rates: What would be an example of this?

37. 271.70, p. 360-61: Non-displacement: (b) says "A state must establish and maintain a
f / grievance procedure to resolve complaints of alleged violations of this displacement rule.'M^uld 
^ draft add more specificity on what is required in a grievance procedure? Should it? ^ %}~/r

38. 272.1, p. 363 In itemi2 (and elsewhere-e.g., item (e)(1) on page 364), the State is J

to 11 aii^uijii^ uiuic uiiv^icai uii UU5 puiiii. /\jso, ine reguidiions 
call for the State to expend additional funds in the same fiscal year; the statute appears to require 
the additional spending in the immediately succeeding fiscal year.

39. 272.3, p. 365
This section provides how HHS will assess penalties and the data that will be used as a basis for 
determining when to assess the penalty. This appears to be THE regulatory section on oversight. 
The rule specifies that it will rely on non-financial data reports to enforce only two regulatory 

, requirements: five year limit and participation rates. HHS will rely on the Single Audit Act 
process to enforce misuse of TANF funds; lEVS participation; paternity establishment and child 
support requirements and the child care exception for child^SmdeTsfx^ Yet, the rule includes a 
larger scope of regulatory requirements, that are theoretically^nforc^e by HHS that do not 
necessarily involve a penalty.

Are all other requirements in the rule non-enforceable? It would appear that HHS needs to build 
in broader regulatory authority to enforce these requirements through the use of data reported.

For each penalty, please provide a written list of what data you would have available to enforce it.

How does the Single Audit process work? Who conducts the audit and how often? How will 
auditors, for example, enforce the child care exception?

t)0WL
40. 272.3(b) and (c), p. 366: Data in state reports "are subject to our verification in accordance 
with 275.6," which is requirement to send data electronically. Is this right section to reference?

Y«Lc'



41. 272.6(h), p. 370-71: The criteria for reducing the penalty if the corrective compliance plan f
fails IS vague. When would/would iWtlHHghldiriBeliC^blfilly under this circumstance? dicr

e • . WASHINGTON42. Section 272.6, p. 369-371; outlines the types of information a state must submit as part of a ^
corrective action plan. How will HHS determine if actions, outlines, and time limits in the plan 
are acceptable? Shouldn’t this section state clearly that penalties will be immediately imposed on 
a state that does not submit an acceptable corrective action plan? ^ W

______ \ f ' - '
This proposal allows corrective action plans to last for up to-.^monthV How did HHS decide 
upon that limit? Doesn’t a 12 month limit mean a state could b^ntiSuously operating under a 
corrective action plan (i.e., enter into one for each 12 month fiscal year)\ A ^ \

This section also allows1m^'^i^uce^e‘'^^lty in one or more circumstanc^^ which' 

state has not corrected the failure pursuant to its corrective action plan (i.e., if the state expended 
more resources, made considerable progress, or encountered unanticipated circumstances). On 
what basis and for what reason does HHS make this proposal?

43. (273.2) P. 376. In item (b)(1), are those four categories exhaustive; i.e., are there individuals
who are lawfully present but do not fit into the first four categories? Also, the language should be 
changed (e.g., by adding “in the case of’ after “less than one year or” and before “aliens”), to 
clarify that only aliens not lawfully present need a State law affirmatively providing benefits in 
order to remain eligible. V

44. 273.2(a)(5), p.375 ^ I J
Issue-, definition of “administrative costs”
Probl^. though limited to 15 percent of total amt of countable expenditures, the regs provide no r- 4 
definition of “administrative costs” \ jC^
Erpposed Fix-, for program integrity and to ensure expenditures on benefits and services 
“administrative costs” need to be defined here

45. 273.2(d), p.377
Ime: state expenditures counting towards MOE
Problem, this section provides that assistance, for MOE purposes, can be ongoing, short-term or ^ 
one-time, and may include services; this is not the case if part of a TANF program '
Proposed Fix. specify that, to count towards MOE, TANF program expenditures must abide by * A/i i
the assistance defn in §270.30; expenditures in separate state programs need not meet this defii, 
but also cannot count towards contingency fund MOE

46. 273.5, p.378
Which data elements will we use in the proposed data collection to ensure that States that set up
separate programs do not retain what would otherwise be the appropriate Federal share of child 
support collections?

47. (273.7), p. 380 Does item 1 encompass TANF activities, or only those in separate State 

programs.



48 273,7, p. 379; Will the data from this annual addendum be sufficient to allow us to judge if 
states are meeting work participation rates for state-only programs?

49. 273.22, p. 386 Re; (c)(2), is there a definition of “qualified principal residence” in the 
rcguistions?

T"
6

-1

SforeSW/o/: >>y >• 1997”. shouldn't it say "was submitted
before 8/22/96 and , so it will not be more expansive than the statute?

51. 274.1, p. 389. Should the language in item © be changed to clarify that the maximum 
number of extensions is an average monthly number (i.e„ the number of extensions each month 
will be averaged and compared to the average monthly caseload).

52. 274.1 p.. 391. Is it possible for an adult to reach the Federal time limit without reaching a 
State time I*™} (e.g., a 24 in 48 time limit)? If so. how would this be handled?

"iss .“.r s'iT.s
w Mh w„a

Do any state waivers have time limits in excess of 60 months? Which states have waivers with 
extension and exemption policies more liberal than current law that you believe qualify as 
inconsistencies. Please provide us a list of the states, along with the specific waiver features that 
you believe qualify as inconsistencies.

Ippea"'"

56. 275.3(B)(1), p.409
Issue:, TAI^ data report — disaggregated data
Qffiifem: the reg refers to data reporting on adults, “including non-custodial parents who are 
participating in work activities”
cuaodtrn2nr,(P-' 53) which allows for services to non- 
custodial parents to engage in activities such as work or educational activities, counseling or 
parenting and money management classes.”
Proposed Fix-, a couple of issues need to be resolved here;
- are all of these activities listed in the preamble intended to be included as TANF activities => if 
so do we want that and don’t we need data on more than just the work activities?
§275 2(b)?°""'''''^°'*'^* specifically mentioned in the defh of “TANF family” in

57. 275.3(b)(1), p. 409; For how long must states report on those no longer receiving TANF

-kn)l<rU<^



Vi

assistance?

TH. WHITE HOUSE /
58. 275.8(b), p. 417: Is there any Penalty c6uld apply to MOE data report?

59. 275.9(b), p. 418: Must state file separate state MOE report annually or quarterly? Annual 
attachment to quarterly report? ----^ -

60. Appendix A: TANF Data Report, Section One. Disaggre^ted Dafa for Families
Receiving TANF ^ "3"'"' /
It is unclear why HHS has chosen t^d^ certain breakout informatioi^and how this dfata'^^^Ibe ^ ^
IICaH Tc if frvr ^ : _ __________used. Is it for monitoring purposes;^e. accuracy in accurate citizenship/qualified alien status? If 

so, the authority to use this data for monitoring must be built into the regulation. If not, please 
present a justification for the need for additional reporting requirements not specified in the law. 
We have identified some examples below:

\.-0-,-U.#13 Why do we need detailed^eak-ourotbtvpe of subsidized housing? 11- 
#15- Why do we need a break-out on type of Food Stamp subsidy?
#51-55 - Where does the statute specify five types of disability benefits?
#61- Why do we need nine break-outs of citizenship status? The law only requires “citizenship.” 
#57-60; p. 267: The preamble notes that HHS needs this for time limits for receipt of assistance.
Is this the correct reference. The connection between these data elements and time limits is not 
obvious.

61. Appendix B: TANF Data Report, Section Two. Disaggregated Data for Families No 
Longer Receiving TANF
Why do we need 46 data elements on families no longer on assistance? The law. Section 411 kn n n 
(a)(xvi) includes only five items on why they left the roles - is this the basis for Section 2? If we / > ' 
already have electronic information on these families through reporting on Section One, why ~
would we need to have States do a sample to provide all the data again? If we see a closure flag ^

^n a file, we could do this analysis with the existing data we will maintain at the Federal level.

Finally, we note that even State MOE programs would be subject to the 46 data element (r,
yrequirement. This may serve as a disincentive to report on the MOE programs. ^

Pr C <SjO

\ number to the interim financial reporting
MISCELLANEOUS ,
62. p. 111. Please provide the 0MB number to the interim financial reporting form approved by 
0MB.

A ^

63. p. 300. HHS should include an estimate of annual Federal expenditures on the TANF 
program in this section..

64. Citing section 404(a)(2), as amended by section 5503 of the BBA, the preamble notes 
(p. 178-9) that Federal TANF funds can be used "in any manner that the State was authorized to 
use amounts received under Part A or F, as such parts were in effect on September 30 1995 or 
(at the option of the State) August 21, 1996."



tice activities in
ms interprets this to allow a State to use Federal TANF funds for juvenile justk

^ ’ for juvenile justice activities, only states who had approved AFDC State plans 
permitting such activities can use Federal TANF fiinds for them. ^



Fortuna questions on TANF reg:

• 270.3/page 325: Is definition of a needy state same as in statute? r C

• 271.10/page 333: Are there stat^or individual penalties if state doesn’t meet Sec. 402^^ 

work requirements (work after 2 years, community service after 2-weefes)? (Latter is
iective 8/97, FYI.)

Is the definition of work for Sec. 402 different than for Sec. 407? I think answer is that ^ 
state can totally define work for Section 402.

271.16/page 337: Is this the Nickles amendment? Does HHS deviate from it in any way?

271.22/page 339: In determii^g a state’s participation rate, HHS lets states subtract 
from the denominator fmnfii^sanctioned for refusal to work (unless the family has been 
sanctioned for more than 3^)^he last 12 months). I assume the intent is not to give states 

an incentive to sanctionpeople in order to meet the work rates. Do we think this is a fair 
way to do it?

271.24(d)/page 341: HHS says that a family with a disabled parent does not count as a 
two-parent family. Is there a definition of “disabled”? And nre wn iiirfi HHS has legal

/n

authority to do this? 'JT

271.32(c)(l)/page 345-6 : HHS says work rates for 2-parent families only apply if “an 
adult in the family is not disabled or caring for a severely disabled child.” Is there legal 
authority here?

271.34/page 347: Job search limit is annual.

271.3‘^b)/page 347:1 assume 12 week job search limit for states with unemplo^Wpt'50% 
grea^an US average or fleedp sratesJs in statute? .

271.34(c) and (d)/page No m9re4lian4 consecutive weeks of job search; and 3 or 4
not more than once per individual: I assume thesedays of job search can coum 

are in law?

• 271.41 (b)/page 350: J,aaatmcK^ira)g/sure that HHS has authority to require this 

information. ^ ^ ^

• . 271.41(d)/ page 350-51: Should HHS be more specific on whether caseload reduction
/ factor methodology is acceptable? (“quality of data, adequacy of documentation, and

^ completeness of the list of changes in eligibility”) Maybe it should use a form, too?

• 271.41 (d)(2)/page 351: Isn’t requirement that states respond to HHS within 2 weeks if 
they request additional info unreasonable? Should be a month, given timelines HHS has



,:2.

given itself (3 months to review the methodology).

271.42(a)/ page 351-52: Do we agree with HHS’s list of what constitutes eligibility 
chants fo^e purpose of factoring out eligibility from the caseload reduction credit ^
(fingdiprtfiCmg, dru^^tesfrilg, waiting lists for assistance, and sanctions that terminate 
family’s grant)? ___/?/ / ... Vmg nsis lor assistance, ana sanctions mat terminate a-^ 7T^

271.42(b)/ page 352: HHS proposes that states that have expanded eligibility get credit for 
caseload reductions that would have occurred in the absence of the expansion. While this ^ 
may be seen as fair (holding constant for eligibility changes), does HHS have authority for t 
it? (A lot of states have expanded eligibility in small ways, and will submit data here.)

271.42(c)/page 352: HHS proposes that if a state wants to exclude families in a separate 
state program from the caseload reduction credit, it must substantiate its claim. Why 
allow this possibility at all? ^ ^

271.43/page 352: Is the definition of assistance here identical to the definition in 270? I 
think so.

271.50/page 354: penalty er exceed 21%: Is this statutory?

271.51/page 355: Draft says "We will reduce the amount of the penalty based on the 
degree of the state's noncompliance." Why not say, "We may...."

271.52/page 356: Is reasoi^ble rau^tatutory?

271.54/page 357-58: Penalty fo
o'ycs’ tAjH

ilure to sanction individuals: matches statute?

271.55(c)/page 358-59: Reasonable cause and corrective compliance plan provisions of 
272 do not apply to this penalty: Why not?

271.60(b)/page 359: Draft list areas where waiver inconsistencies will be recognized. 
Why list these areas?

271.60(b)(2)(ii)/page 360: "Prior law standards are not part of the waiver...." What does 
this do?

271.60(c)/page 360: No prior law exemptions recognized as part of the waiver with 
reject to denominator of participation rates: What would be an example of this?

S

271.70/page 360-61: Non-displacement: Make sure it matches statute (I think it does). 
Also, (b) says "A state must establish and maintain a grievance procedure to resolve 
complaints of alleged violations of this displacement rule." Cquld HHS add more 
specificity on what is required in a grievance procedure? '

S'

r/.



3
272.3(b) and (c)/page 366: Data in state reports "are subject to our verification in 
accordance with 275.6," which is requirement to send data electronically. Is this right 
section to reference?
272.3(d)/page 366: No^^^^li^^at this means.

272.6(h)/pages 370-71: Criteria for reducing penalty if corrective compliance plan fails:

273.2(b)(l)/page 376: what immigrant categories does this list of eligible families leave 
out? (Ask Jack Smalligan) For which groups must the state enact a law that "affirmatively 
provides" for services? Why?

273.2(d)/page 377: Why is definition of assistance different for MOE purposes?

273.5/page 378: Expenditures of separate state programs count in their entirety if they 
"were previously authorized and were allowable under section 403 of prior law." If not, 
then only the amount in excess of that expended in 1995 counts. Why? ^ ^

273.7/page 379: Will the data from this annual addendum be sufficient to allow us tOx"r~^ 
judge if states are meeting work participation rates for state-only programs? V

213.\ 1/page 382: What are these misuses of funds (section 115 of PRWORA, part 92,
0MB Circular A-87)?

273.13/page 383: Won't the lack of definition of administrative costs encourage states to 
hit the 15% limit?

274. l(b)(l)/page 389: Why can't you count (pwapd^S year limit "any month of receipt of , 
assistance by an individual when she was a mifj^^ho was not the head of household or
married to the head of household"?

274. l(b)(3)/page 389: Why can't you count "funds pb^^ed under section 403(a)(5) of 

the act"? V U/nV -

274.l(d)/page 390: Why is state^Wp^nnitted to determine whether a family has an
extension from the time limit oncp^t'ms the time limit? What would be wrong with QjLI\\ i
letting states count determine/ifearlierN Helping states not use up their 20% too early? ^ u h f

274. l(e)/page 390: Before "was approved by July 1, 1997", shouldn't it say "was 
submitted before 8/22/96 and", so it will not be more expansive than the statute?

274.10/page 393: What is purpose of lEVS stuff? Q U I O (/;

274.70/page 399: State can only get 20% of its TANF grant from contingency fund in a



year; tracks statute? ^ M S

274.74(a)/page 400: Formula for returning contingency funds is clear as mud; also, what 
do food stamp and unemployment triggers in (c) refer to?

275.2(b)/page 408: Want data on more than "TANF family." Why? “

275.3(b)(l)/page 409: Are we sure we have statutory authority for disaggregated data, r ^
including everyone's SSN? ^ ioJ ^

......................................

b 0
For how long must states report on those'^Imi^ receivi^ f

assistance?

275.3(d)/page 411: Are 3 incentives for states to report on state-only programs the right / OiJ/u ou~(
ones? (high performance bonus, caseload reduction credit, possible reduction in work 
participation rate penalty) a ^

sn't
275.8(b)/page 417: Reporting penalty doesn'f apply to M(^!*da^report - any way it 

could?

275.9(b)/page 418: Must state file separate state MOE report annually or quarterly? 
Annual attachment to quarterly report?

Out of order:
• Is it possible for reg to prohibit retroactive reclassification of families as state-only?

Anil point re definition of assistance and caseload reduction credit?



Kc/ra> ^tf

Penalties
Misuse of TANF funds; penalty of amount misused 
5% for intentional misuse
4% for failure to submit an accurate, complete, and timely required report 
up to 21% for failure to meet participation rate^^ 
no more than 2% for failure to participate in lEVS
no more than 5% for failure to enforce penalties on recipients not cooperating with state 
child support agency 
failure to repay a federal loan
failure to meet TANF MOE requirement (pen^y equal)
5% for failure to comply with 5 year time limit 
unremitted contingency funds 
no more than 5% for failure to maintain assistance to a single parent who cannot get child 
care for a child under 6
no more than 2% plus, if state fails to spend to compensate for penalty 
Failure to meet TANF MOE if you get WTW grant (amount of grant)
Between 1-5% for failure to sanction recipients refusing work without good cause

If multiple penalties, add all %'s and assess against pre-penalty grant
1, 2, 6 for quarter that immediately follows decision; others for year that immediately
follows decision
penalties can't exceed 25% of grant; if so, get it from following year's grant
state must spend amount of penalties
1, 2, 7-12 applicable on first day state operates TANF
3, 4, 5, 6 for conduct occurring on or after 7/9'^or 6 months after state enters TANF, 
whichever is later
prior to final rule, will judge behavior against reasonable interpretation of the statute

Source of Data for Penalties
• Single audit will be used to judge: misusing, intentionally misusing, EEVS, paternity

estab/child support, and cutting off support for parent who can't get child care for child 
under 6

1.
2.
3.

5.
6.

7.
8.

10.
11.

12.
13.
14.

•
0

Data reports in part 275 will be used to judge: participation rates, time limit; data in 
reports subject to HHS verification (refers to 275.6, but not clear how that's relevant)^ 
TANF financial reports will be used to judge: failure to meet MOE, contingency fund 
MOE requirement, and to replace penalties with state-only funds.

Reasonable cause and corrective compliance plan are no^available for; failure to repay 
federal loan, meet MOE requirement, replace penalties with state funds, maintain effort if 
you get a WTW grant

Reasonable cause if disaster, erroneous federal guidance, or one-time problem



(c>

Data Collection and Reporting

1. Case record info (disaggregated and aggregated) on those in quarterly TANF data report
Disaggregated on both families receiving assistance and families no longer 
receiving assistance

2. Expenditure data in quarterly TANF financial report
3. Annual info on definitions and expenditures that goes with 4th quarter financial report
4. Annual info on state programs and performance for report to Congress (?)
5. TANF MOE Data Report quarterly (or annually with quarterly financial report?)

State must re-file report if it changes substantially definition of admin costs, work activities, 
transitional services, sanctions

If state wants MOE credit for state-only program, must collect same data on families as TANF 
report IF it wants to: receive a high performance bonus, get caseload reduction credit, or be 
considered for reduction in work participation rate penalty.

Sampling OK for disaggregated data



Cynthia; actually some state's participation rate data should be in on October 31. ACTUALLY, 
how do states know they have to report by Nov. 15 without the reg??



NPRM Response to PL 105-33 - Balanced Budget Act of 1997 

WELFARE-TO-WORK (Section 5001)

--Creation of Welfare-to-Work Block Grant program (5001(a))
Not applicable; DOL regs; WTW definition added for reference 
purposes, pages 1-40 and V-11.

--Conforming amendments to section 409(a)(7)(B)(iv) 
(definition of the term 'expenditures by the 
State') (5001(a) (2)) See pages III-62 and VII-18.

--Amendment to section 1108, to exclude WTW grants from cap 
(5001(b)) Not applicable.

--WTW grants to Tribes (5001(c)) Not applicable; DOL reg 
responsibility

--Amendments to section 408(a)(7)(A) (Inapplicability to WTW 
grants and non cash assistance)(5001(d)) See pages III-85, 
96, and VII-29.

--Amendments to section 411(a) (WTW data
collection)(5001(e)) Not applicable; deferred to future 
rulemaking.

--Amendments to section 413 (Evaluations)(5001(f))
applicable; rulemaking not required.

Not

--Amendments to section 409(a), (b)(2), and (b)(4) (penalty
for failure of WTW grantee state to meet TANF MOE 
requirements, inapplicability of good cause 
exception,inapplicability of corrective compliance plan) 
(5001(g)(1)) See pages III-65-66.

--Amendment to section 409 (penalty for misuse of 
Competitive WTW funds)(5001(g)(2)) Defer to DOL

--Amendments to section 408 (clarification of relationship 
of sanctions against TANF recipients to wage rate 
requirements)(5001(h)) Not applicable; DOL reg 
responsibility.

--GAO study on effect of Family Violence Not regulatory, but 
minor changes to precunble to acknowledge Congressional 
decision not to amend TANF statute. (5001 (i)) See pages I- 
28 and III-87-88.

OTHER WELFARE RELATED PROVISIONS

Amendments to section 404(d) related to amount transferable 
to title XX programs (5002) See pages III-78 and 79.



Ill,

Sec

Amendments to section 407(c)(2)(D) related to number of 
persons who may be treated as engaged in work by reason of 
participation in educational activities (5003) See pages 
11-30-31 and VI-15.

Amendments to section 409(a) related to penalties for 
failure of States to reduce assistance for recipients 
refusing without good cause to work (5004) Changes in parts 
271 and 275, see pages 11-49-50, IV-52, VI-2, and VI-25-26.

Welfare Reform Technical Corrections

5501 Eligible States: State plan.

(a) Changes when the state must have submitted its TANF state 
plan from 2 years before the fiscal year to include the 
first quarter of the current fiscal year.
Not applicable

(b) Applies exception from individual penalty for lack of child 
care to requirement to work after 24 months. See s\jbpart A, 
part 271, page II-6.

(c) Corrects citation reference in 402(a) (1) (A) (v) . Not
applicedsle

(d) Adds provision for amending TANF state plans to 402. Not
applicable

Sec. 5502 Grants to States.

(a) Makes provision for the territories to be eligible for the 
illegitimacy bonus and alters the funding as a result. Not
applicable

(b) Allows a territory to qualify for the illegitimacy bonus 
without ranking against states. Not applicable

(c) Changes the measure of illegitimacy from the number of out- 
of-wedlock births to the ratio of out-of-wedlock births to 
all births. Not applicable

(d) Changes data source for illegitimacy bonus from fiscal year 
to calendar year. Not applicadale

(e) Corrects year in 403(a)(3)(C)(ii) heading. No change 
required.

(f) Makes corrections to the contingency fund section. See pages 
III-113-133 and VII-38-44.

(g) Makes the HHS the administrator of the contingency fund

2



instead of Treasury. No change necessary.

Sec. 5503 Use of grants.

(a) "Corrects" a da-fe-e-in-404.(a) (2) . See page III-70.

Sec. 5504 Mandatory work requirements.

(a) Removes 2-parent families with a disabled parent from the 2- 
parent participation rate. See pages 11-15, VI-10, Appendix 
A page 18, and Appendix E page 136.

(b) Changes pro rata reduction heading to include reference to 
changes in state eligibility criteria. No changes needed

(c) Gives states the option to include individuals in tribal a 
work program in the participation rate calculation, in 
addition to the option regarding those in a tribal TANF 
program. See pages 11-16, VI-10, Appendix A page 40, and 
Appendix E page 162.

(d) Adds provision to allow parents in a 2-parent family to 
share the 35-hour (or 55-hour, where applicable) work 
requirement. Also, removes the distinction in allowable 
work activities between the first and second parents. See
pages 11-27-29 and VI-12-15.

(e) Changes standard of work for 2-parent families from "making 
progress" to "participating", the same standard in the 
overall rate. See pages 11-27 and VI-13 and 14.

(f) Extends job search and job readiness assistance to 12 weeks 
if the state is a "needy state", as defined in the 
contingency fund. See pages 11-33 and VI-16.

(g) Clarifies that, in addition to a single parent, a single 
custodial caretaker of a child under age 6 count as engaged 
in work with an average of 20 hours of work activities per 
week. See pages 11-33-34, VI-16, Appendix A page 42 and 
Appendix E page 164.

(h) Modifies the provision permitting teens to count for 
participating in educational activities to include married 
teens as well as single teen heads of households. See pages 
11-29 and VI-15.

(i) Changes the number of hours a teen parent must participate 
in educational activities to count from the same average 
number of hours as for other activities to an average of 20 
hours per week in a month. See pages 11-29 and VI-15.

(j) Clarifies that the exception for lack of child care to an

3



individual penalty applies to refusal to engage in any work 
required by 407, not just "work". See subpart A, part 271, 
pages II-6 and VI-6.

Sec. 5505 Prohibi-tions.recmirements. _.

(a) Removes redundant language concerning the time limit and 
minor child from 408(a)(1). The language to be deleted 
duplicated 408(a)(7). See page III-96.

(b) Alters the language of the requirement to assign support 
rights (408(a)(3)) to clarify that "leaves the program" 
means "ceases to receive assistance". No change required.

(c) Removes an extraneous space. No change required.
(d) Clarifies thdt‘'t^'^''number of faThilies who can be exempt from 

the time limit is a monthly average number. Also, permits a 
state to choose whether to calculate the number of families 
it may exempt from the time limit based on the average 
monthly caseload for the current fiscal year or the previous 
fiscal year. Also, alters the language of the disregard for 
months in which an adult lived on an Indian reservation with 
high unemployment to use the term "Indian country" rather 
than "Indian reservation". See pages III-84-84, 88-89, 93 
and 96, VII-29-30 and Appendix A page 22.

(e) Reinstates deeming and other rules applicable to aliens who 
entered the U.S. under affidavits of support formerly used.
No change required.

Sec. 5506 Penalties.

(a) Increases the amount of time in which a state may file a 
quarterly report from 1 month to 45 days. Changes in parts 
272 and 275, see pages IV-38,39,45 and 50, and VIII-7.

(b) Modifies the definition of "qualified state expenditure" to 
include child support that the state collects and 
distributes to the family. See pages III-49 and VII-15.

(c) Clarifies that funds the state expends to replace any 
penalties HHS takes out of its grant (per 409(a)(12) are not 
qualified state expenditures. See pages III-63 and VII-18.

(d) Modifies the definition of "eligible families" to include 
the families of aliens lawfully in the U.S. who would be 
eligible for aid in the absence of title IV of PRWORA. See
pages III-43 and 45.

(e) Removes some extraneous language from 409(a)(7)(B)(ii). No
change required.

page 4



(f) Adds a provision specifying the source of historic state 
expenditure data for FYs 1994 and 1995. See page III-35.

(g) Rewrites 409(a)(8) to make the IV-A penalties conform with 
the IV-D performance-based standards. No change required; 
not in package.

(h) Corrects statutory reference in 409(a)(9) from 
"408(a) (1) (B)" to "408(a) (7)". No change required.

(i) Corrects several errors in the way the penalty for failure 
to meet the contingency fund maintenance of effort 
requirement describes the qualified state expenditures. See
pages III-131 and VII-42.

(j) Modifies the language of 409(a)(12) to make clear that HHS 
may take a penalty 'if the state does, not expend sufficient 
state funds to replace any grant reductions. See pages III- 
5, 15, 109-111 and VII-37-38.

(k) Adds to the list of penalties for which reasonable cause 
exceptions are NOT permitted the penalties under 409(a)(6), 
(10), and (12). Seepages III-lll, 131-132 and VII-38,42.

(l) Modifies the corrective compliance plan language to make 
clear that a state may correct "or discontinue" a violation.
See pages III-25-28.

(m) Adds to the list of penalties for which a state may not
enter into a corrective compliance plan the penalties under 
409(a)(7), (8), (10), and (12). See pages III-66 and VII-
20.

(n) Modifies the penalty for failure to meet the minimum
participation rate by requiring the penalty to equal the 
percentage defined in the statute, rather than not exceeding 
that amount. Also, adds a new condition under which HHS 
must reduce the penalty: if noncompliance is due to
extraordinary circumstances (such as natural disaster or 
regional recession) and requires HHS to submit a report to 
Congress if it reduces the penalty for this reason. See 
pages 11-44-47 and VI-2 and 22-24.

Sec. 5507 Data Collection and Reporting

(a) Amends data elements on disability and relationship. On
disabilty see Appendix A pages 29 and 55, Appendix B pages 78 and 
94, Appendix E pages 149 and 173, and Appendix F pages 193 and 
206; on relationship see Appendix A pages 29 and 55, Appendix B 
pages 80 and 96, Appendix E pages 152 and 175, and Appendix F 
pages 195 and 208.

page 5



(b) Makes other minor changes. No change required.

(c) Changes to aggregate data reporting requirements. See page 
IV-25.

Sec. 5508 Direct funding and Administration by Indian Tribes

Most changes will be addressed in Tribal regs. No confonning 
changes required.

Sec. 5509 Research. Evaluations, and National Studies.

Most changes are beyond scope of NPRM; no change needed in OWE 
data.

Sec. 5510 Report on Data Processing

No changes required.

Sec. 5511 Study on Alternative Outcome Measures

No changes required.

Sec. 5512 Limitation on Payments to the Territories

See pages III-134-135 and VII-45-49.

Sec. 5513 Conforming Amendments to Social Security Act

No changes required.

Sec. 5514 Other Conforming Amendments

No changes required.

Sec. 5515 JOLI Modifications

No changes required.

Sec. 5516 Denial of Assistance and Benefits for Drug-Related 
Convictions

No changes required.

Sec. 5517 Transition Rule.

Corrects the provisions of the delayed effective date to ensure 
that the old IV-A and IV-F reporting requirements and IV-D 
penalty requirements remain in effect until June 30, 1997, or 6 
months after receiving a; complete plan, whichever is later 
(rather than just until 6/30/97). No change necessary.

page 6



Sec. 5518 Effective Dates.

Amendments’ take effect as if they had been included in PRWORA 
when it was enacted. No change necessary.

V. Related General Changes

o Update of discussion of Administration Work Initiatives See
pages 1-26-27.

o Updated discussion on regulatory context/pending WTW regs
See pages 1-12-14.

o Updated discussion of statutory context See page 1-17.

page 7



Additional Corrections/Updates Outside of Budget Reconciliation

3 Clean-up of reg impact statements for completeness and 
consistency. See page IV-58.
Adding Fish-li^ilVon 'aTien projects to reasonable cause 
exceptions from work participation rates. See pages 11-48 
and VI-25.

Child care MOE. See pages III-53-57 and VII-16-17.

■ ..... r •.
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WAIVERS (MA)

The Clinton Administration approved waivers to implement one welfare reform demonstration 
for Massachusetts.

• Welfare Reform ’95 (Approved August 1995/Amended October 1995)

Statewide, reduces benefits of non-exempt recipients 2.75 percent, while providing 
earned income disregard of $30 and one-half indefinitely; establishes Work Program 
requiring recipients who cannot find at least 20 hours per week of paid employment 
after 60 days of AFDC receipt to do community service and job search to earn a cash 
"subsidy"; funds subsidized Jobs from value of AFDC grant plus cash value of Food 
Stamps for limited number of volunteer recipients; sanctions individuals who fail to 
comply with the Work Program by a reduction in assistance equal to the parent’s 
portion of the grant; establishes an Employment Development Plan (EDP) for non­
exempt participants not required to participate in the Work Program, requiring 
community service for second failure to comply with EDP and full-family sanction for 
second failure to comply with community service; requires teen parents to live with 
guardian or supportive living arrangements and attend school; requires children under 
age 14 to attend school; strengthens paternity establishment requirements and allow 
the IV-D agency to determine if participants are cooperating; allows courts to order 
parents unable to pay child support to community service programs; excludes from the 
grant calculation children conceived while parent received AFDC; requires child 
immunization; increases asset level to $2,500 and vehicle equity limit to $5,000; 
strengthens fraud provisions; disregards first $600 of lump sum income; suspends 
grandparent deeming of income; and disregards the 100-hour rule for eligibility for 
two-parent families.

Waivers pending upon enactment of PRWORA;

• Welfare Reform ’95 - Further Amendments

This waiver request includes time limit provisions that would be inconsistent with 
TANF.

5/4/97 i :23 pm



WAIVERS (DE)

The Clinton Administration approved waivers to implement one welfare reform demonstration 
for Delaware.

• A Better Chance (Approved May 1995)

The Welfare Reform Project (WRP), the state’s first stage of welfare reform will operate 
statewide after a phased implementation and include: 2-year limit on cash benefits for 
cases with employable adults age 19 and over with up to two more years of benefits 
provided under pay-after-performance work experience program; non-time-limited 
benefits for unemployable cases; self-sufficiency contract requirements; education and 
employment-related sanctions equal to 1/3 reduction in AFDC benefits for first offense, 
2/3 reduction for second, and AFDC loss for third; penalty for failure to comply with 
other contract requirements of $50 the first month, increasing by $50 per month until 
compliance; full-family sanction for noncooperation with Child Support; no benefit 
increase for children conceived while receiving AFDC; eliminating AFDC-UP 100-hour 
and work history rules; exempting special education and business accounts up to $5,000; 
fill-the-gap budgeting using child support and earnings; $4500 auto resource limit; $50 
bonus for high school graduation; additional 12 months of transitional child care and 
Medicaid; no time limit on job search; requiring teen parents to live in adult supervised 
setting, attend school, participate in parenting and family planning education, and 
immunize children; and providing JOBS services to non-custodial parents.

5/4/97 12:56 pm



WAIVERS aN)

The Clinton Administration approved waivers to implement two welfare reform demonstrations
for Indiana.

• Impacting Families Welfare Reform Demonstration Project (IMPACT) (Approved 
December 1994)

Originally approved as "Manpower, Placement and Comprehensive Training Program.

Statewide, for up to 12,000 job-ready AFDC adult recipients, measured at any point in 
time; limits AFDC cash benefits to 24 consecutive months; extends grant diversion to 
up to 24 months; freezes AFDC benefits for up to 24 months for working recipients at 
the payment level in effect at entry into employment; increases the AFDC resource limit 
to $1,500; extends post-employment supportive services (e.g., case management); and 
increases sanctions for failure to comply with JOBS program requirements. For all 
AFDC families statewide: eliminates the incremental increase in AFDC benefits for 
additional children conceived on welfare and does not count such additional children for 
purposes of the JOBS exemption for the care of a child under age 3; establishes fiscal 
sanctions for voluntarily terminating employment; requires AFDC applicants and 
recipients to sign a personal responsibility agreement; eliminates the 100-hour rule for 
AFDC-UP; requires children to attend school and to be immunized; eliminates the JOBS 
exemptions for recipients living in rural or hard-to-access areas and those employed 30 
or more hours per week; establishes food stamp eligibility periods that are consistent with 
those in AFDC and Medicaid; for the purposes of determining food stamp eligibility and 
benefits, disregards child support payments and earnings for a 6-month period following 
the initiation of employment; and requires Food Stamp Program fair hearing requests to 
be in writing. Also, in up to 5 counties, the State may implement Emergency Assistance 
pilots.

• Impacting Families Welfare Reform Demonstration Project (IMPACT) - 
Amendments (Approved August 1996)

Statewide, amends previously implemented demonstration to impose 24-month limit on 
AFDC; provide 1 additional month for each 6 months full-time employment; require 
minor parents to live with a specified relatives and count the relative’s income and 
resources; extend fraud penalties; establish 3 unexcused absences as "unacceptable school 
attendance" for dependent children; provide one-half the amount otherwise payable for 
family cap child as a voucher; allow employed AFDC recipient option of receiving child 
care or an AFDC payment equal to the family’s benefit before employment; require 
establishment of paternity as a condition of eligibility; establish additional conditions of 
eligibility for AFDC; impose penalties for illegal drug use; subject JOBS volunteers to 
JOBS sanctions; eligibility test will be 100% of the federal poverty in lieu of 185% of 
need; expand voluntary quit penalties; and limit transitional child care to 12 months in 
the period of the demonstration.

5/4/97 1:08 pm
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“(b) Reasonable Cause Exception.—
“(1) In general.—The Secretaiy may not impose a penalty 

on a State imder subsection (a) with respect to a requirement 
if the Secretary determines that the State has reasonable cause 
for failingto comply with the requirement.

“(2) Exception.—Paragraph (1) of this subsection shall 
not apply to any penalty uncler paragraph .(7) .or (8) of sub­
section (a). C•''; ' - ;
“(c) Corrective Compliance Plan.— __J_________^

“(1) In general.—
"(A) Notification of violation.—Before imposing a 

penalty against a State under subsection (a) with respect 
to a violation of this part, the Secretary shall notify the 
State of the violation and allow the State the opportunity 
to enter into a corrective^ compliance plan in ncporrianr.e 

this ^bsection which outlines how the State will 
correct the violation and how the State will insure continu­
ing compliance with this part.

“(B) 60-day period to propose a corrective compli­
ance PLAN.—During the 60-day period that begins on the 
date the State receives a notice provided under sub­
paragraph (A) with reject to a violation, the State may 
submit to the Federal Government a corrective compliance 
plan to correct the violation.

“(C) Consultation about modifications.—During 
the 60-day period that berins with the date the Secretary 
receives a corrective compliance plan submitted by a State 
in accordance with subparapapn (B), the Secretary may 
consult with the State on modifications to the plan.

“(D) Acceptance of plan.— A corrective compliance 
plan submitted by a State in accordance with subparagraph 
(B) is deemed to be accepted by the Secretary if the Sec- 
retary does not accept or reject the plan during 60-day 
period that beginFon the date the plan is submitted.
*■(2) Effect of correcting violation.—The Secretary 

may not impose any penalty under subsection (a) with respect 
to any violation covered by a State corrective compliance plan 
accepted by the Secretary if the State corrects the violation 
pursuant to the plan.

“(3) Effect of failing to correct violation.—The Sec­
retary shall assessCisome or all^f a penalty imposed on a 
State under subsection ta; with respect to a violation if 
the State does not, in a timely manner, correct the violation 
pursuant to a State corrective compliance plan accepted by 
the Secretary.

“(4) Inapplicability to failure to timely repay a
FEDERAL LOAN FUND FOR A STATE WELFARE PROGRAM.—This 
subsection shall not apply to the imposition of a penalty against 
a State under subsection (a)(6).
“(d) Limitation on Amount of Penalties.—

“(1) In general.—In imposing the penalties described in 
subsection (a), the Secretary shall not reduce any quarterly 
payment to a State by more than 25 percent.

“(2) Carryforward of unrecovered penalties.—To the 
extent that paragraph (1) of this subsection prevents the Sec­
retary from recovenng during a fiscal year the full amount 
of penalties imposed on a State under subsection (a) of this
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42 use 610. “SEC. 410. APPEAL OF ADVERSE DECISION.
“(a) In General.—Within 5 days after the date the Secretary 

takes any adverse action under this part with respect to a State, 
the Secretary shall notify the chief executive officer of the State 
of the adverse action, including any action wiffi respect to the 
State plan submitted under section 402 or the imposition of a 
penalty under section 409.

“(b) Administrative Review.—
“(1) In general.—Within 60 days after the date a raU 

receives notice under subsection (a) of an adverse action, che 
State may appeal the action, in whole or in part, to the Depart­
mental Appeals Board established in the Department of Health 
and Human Services (in this section referred to as the ‘Board’) 
by filing an appeal with the Board.

“(2) Procedural rules.—The Board shall consider an 
appeal filed by a State under paragraph (1) on the basis of 
such documentation as the State may submit and as the Board 
may require to support the final decision of the Board. In 
deciding whether to uphold an adverse action or any portion 
of such an action, the Board shall conduct a thorough review 
of the issues and take into account aU relevant evidence. The 
Board shall make a final determination with respect to an 
appeal filed under paragraph (1) not less than 60 days after 
the date the appeal is filed.
“(c) Judicial Review of Adverse Decision.—

“(1) In general.—Within 90 days after the date of a final 
decision by the Board imder this section with respect to an 
adverse action taken against a State, the State may obtain 
judicial review of the final decision (and the findings incor­
porated into the final decision) by filing an action in—

“(A) the district court of the United States for the 
judicial district in which the principal or headquarters 
office of the State agency is located; or

“(B) the United States District Court for the District 
of Columbia.
“(2) Procedural rules.—The district court in which an 

action is filed under paragraph (1) shall review the final deci­
sion of the Board on the record established in the administrative 
prc«eeding, in accordance with the standards of review pre­
scribed by subparagraphs (A) through (E) of section 706(2) 
of title 6, United States Code. The review shall be on the 
basis of the documents and supporting data submitted to the 
Board.

42 use 611. “SEC. 411. DATA COLLECTION AND REPORTING.
“(a) Quarterly Reports by States.—

“(1) General reportino requirement.—
“(A) Contents op report.—Each eligible State shall 

collect on a monthly basis, and report to the Secret^ 
on a quarterly basis, the following disaggregated case 
record information on the families receiving assistance 
under the State program funded under this part;

“(i) The county of residence of the family.
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f and education status of each
child m the family. •• -j/it yu ;

“(ix) Whether the family received subsidized hous- 
mg meffica^sistance under the State plan approved ^der title ^To<^ stamps,'or subsidized c^l care,

-W) If the atat. Mrtldpated ttie’SS 

“(I) Education, ishqiiieAari j

“(V)Jobsearcn.' ; tii»idw oJ ’Oi'.t

(mi) The type and amouhtf braSsistance received 
imder the program, including the aniount of and reason 
for my reduction of msistance (including sanctions).

(xiv) Any amount of unearned-income received 
by any member of the family;'f 'Um '; “

•^'^® citizenship of the members of the family.
® ®““P*® of cioaed cases, whether the famdy left the program, and if so,^whether the family 

left due to— ; .j .iq. tjiomoiJ - ; ' -
“(I) employment; ■; .vie ;Tp1 go i, ; i
(Il)mamage; 'i‘im9rnojoc( tun' . i 
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(3) Isolated, non-recurring problems of minimal impact 

that are not indicative of a systemic problem.

(b) A State may also use the additional factors for 

claiming reasonable cause for failure to satisfy the five- 

year limit at §274.3 of this chapter and to meet the minimum 

participation rates at §271.52 of this chapter.

§272.6 What if a State does not demonstrate reasonable 

cause?

(a) A State may accept the penalty or enter into a 

corrective compliance plan that will correct or discontinue

the violatiohwithin 12 month^in order to avoid the penalty 
V-------------- j __________J

if:

(1) A State does not claim reasonable cause; or

(2) We find that the State does not have reasonable 

cause.

(b) A State that does not claim reasonable cause will 

hav¥"TCKdays from receipt of our notice described in 

§272.\(aV to submit its corrective compliance plan.

(c) A Statjt th^ unsuccessfully claimed reasonable 

cause, will have 60 days from the date it received our 

second notice,\|esgz^bed in §272.4 (f), to submit its 

corrective compliance plan.

(d) The corrective compliance plan must include:

(1) An analysis of why the State diji not meet the
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requirements;

(2) A description of how the State will correct or 

discontinue, as appropriate, the violation in a (^imely^^ 

manner; and

(3) The actions, outcomes and time line the State will 

undertake to assure compliance.

(e) During the 60-day period following our receipt of 

the State's corrective compliance plan, we may request 

additional information and consult with the State on 

modifications to the plan.

(f) A corrective compliance plan is deemed to be 

accepted if we take no action during the 60-day period 

following our receipt of the plan.

(g) We will not impose a penalty against a State with 

respect to any violation covered by a corrective compliance 

plan that we accept if the State corrects or discontinues, 

as appropriate, the violation within the period covered by 

the plan. This period must be no longer than 12 months from 

the date the State received our notice of the violation.

(h) We will assess some or all of the penalty if the 

State fails to correct or discontinue the violation pursuant 

to its corrective compliance plan in a timely manner. If 

the violation ha^^ji^^b^n fully corrected or discontinued, 

we may reduce the amount of the penalty based on one or more 

of the following situations:

(1) The State expended more resources toward
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eliminating the violation than it was committed to expend 

under the corrective compliance plan;

(2) Although it did not achieve these commitments, the 

State made considerable progress in meeting the actions and 

outcomes it identified in its corrective compliance plan; 

and

(3) The State encountered circumstances that could not 

have been anticipated at the time the corrective compliance 

plan was developed.

S272.7 How can a State appeal our decision to take a 

penalty?

(a) We will formally notify the chief executive 

officer of the State of an adverse action (i.e., the 

reduction in the SFAG) within five days after we determine 

that a State is subject to a penalty under parts 271 - 275 

of this chapter.

(b) The State may file an appeal of the action, in 

whole or in part, to the HHS Departmental Appeals Board (the 

Board) within 60 days after the date it receives notice of 

the adverse action. The State must include the brief and 

all supporting documents with its appeal when it is filed. 

The State must send a copy of the appeal to the Office of 

the General Counsel, Children, Families and Aging Division, 

Room 411-D, 200 Independence Avenue, S.W., Washington, D.C.
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States Code. finds that an 
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family assistance grant.
®L™^^F-“^® Secretary shall 

/A® State under subparagraph 
'. X (A) witli Festibctfto^ftvrenort if the Rtnte anfiTntfa +Via

“(B) Applicable percentage defined.—As used in 
subparagraph (A), the term ‘applicable percentage’ means, 
with respect to a State—

“(i) if a penalty was not imposed on the State 
under subparagraph (A) for the immediately preceding 
fiscal year, 5 percent; or

“(ii) if a penalty was imposed on the State under 
subparagraph (A) for the immediately preceding fiscal 
year, the lesser of—

“(I) the percentage by which the grant payable ,
to the State under section 403(a)(1) was reduced-__ ^
for such preceding fiscal year, increased by 2 
perosn.»|, potato; or C4^

“(C) Penalty based on ^verity of failure.—The 
SecretaryCjEalhjmpose reductions imder subparagraph (A) 
with resp^t to a fiscal year based on the degree of noru, 
compliance, and may reduce 'fhiT^nalty if the noncompli- 
ahce is due to circumstances that caused the State to 
become a needy State (as defined in section 403(b)(6)) dur­
ing the fiscal year.
“(4) Failure to participate in the income and eligi­

bility verification system.—If the Secretary determines that

system required by section 1 
the grant payable to the Stat 
immediately succeeding fiscal 

■ 2 ■

tate under section 403(a)(1) for the 
year by an amount equal to not 

more than 2 percent of the State family assistance grant.
“(5) Failure to comply with paternity establishment 

and child support enforcement requirements under 
part D.—Notwithstanding any other provision of this Act, if 
the Secretary determines that the State agency that admin­
isters a program funded under this part does not enforce the 
penalties requested by the agency administering part D against 
recipients of assistance under the State program who fail to

or in establishing, modify- 
accordance with 

. „ cause or other 
exception established by the State under section 454(29), the 
Secretary shall reduce the grant payable to the State under 
section 403(a)(1) for the immediately succeeding fiscal year 
(without regard to this section) by not more than 5 percent.

“(6) Failure to timely repay a federal loan fund for 
state welfare programs.—If the Secretary determines that 
a State has failed to repay any amount borrowed from the 
Federal Loan Fimd for State Welfare Programs established 
under section 406 within the period of maturity applicable 
to the loan, plus any interest owed on the loan, the Secretary 
shall reduce the grant payable to the State under section 
403(a)(1) for the immediately succeeding fiscal year quarter 
(without regard to this section) by the outstanding loan amount, 
plus the interest owed on the outstanding amount. The Sec­
retary shall not forgive any outstanding loan amount or interest 
owed on the outstanding amoimt.

“(7) Failure of any state to maintain certain level 
OF HISTORIC EFFORT.—



February 28.

Subpart E -- State Work Penalties

^271.50 What happens if a State fails to meet the 

participation rates?

(a) If we determine that a State did not achieve one 

of the required minimum work participation rates, we must 

reduce the SFAG payable to the State.

(b) (1) If there was no penalty for the preceding 

fiscal year, the penalty for the current fiscal year is five 

percent of the adjusted SFAG.

(2) For each consecutive year that the State is subject 

to a penalty under this part, we will increase the amount of 

the penalty by two percentage points over the previous 

year's penalty. However, the penalty can never exceed 21 

percent of the State's adjusted SFAG.

(c) We impose a penalty by reducing the SFAG payable 

for the fiscal year that immediately follows our final 

determination that a State is subject to a penalty and our 

final determination of the penalty amount.

S271.51 Under what circumstances will we reduce the amount 

of the penalty below the maximum?
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(a) We will reduce the amount of the penalty based on 

the degree of the State's noncompliance.

(b) In determining the size of any reduction, we will 

consider the objective evidence of the good-faith efforts 

the State has made to achieve the rates (e.g., its 

investment of resources, new program development, and staff 

training).

(1) We will look beyond the participation rates for

the TANF caseload^^o the efforts a State is making^to engage

recipients of assistance in separate State programs in work^ 

activities.

(2) We will take into consideration evidence 

documenting the severity of the failure, whether the State 

missed one or both rates, and whether the State has failed 

to meet the rate in prior years.

(3) We will consider information provided to us 

through reports filed under part 275 of this chapter.

(c)(1) We may reduce the penalty if the State failed 

to achieve a participation rate because--

(1) It meets the definition of a needy State, 

specified at §270.30 of this chapter, or

(ii) Noncompliance is due to extraordinary 

circumstances such as a natural disaster or regional 

recession.

(2) In determining noncompliance, we will consider any 

objective evidence of extraordinary circumstances that the



state chooses to submit.

(d)(1) In accordance with the procedures specified at 

§272.4 of this chapter, a State may dispute our 

determination that it is subject to a penalty.

(2) A State may also use the procedures specified at 

§272.4 of this chapter to provide supplemental information 

demonstrating that it made a good-faith effort to achieve 

its work participation rates or faced extraordinary 

circumstances and should be subject to a smaller penalty.

§271.52 Is there a wav to waive the State's penalty for 

failing to achieve either of the participation rates?

(a) We will not impose a penalty under this part if we 

determine that the State has reasonable cause for its 

failure.

(b) In addition to the general reasonable cause 

criteria specified at §272.5 of this chapter, a State may 

also submit a request for a reasonable cause exemption from 

the requirement to meet the minimum participation rate based 

on the following criteria:

(1) We will determine that a State has reasonable 

cause if it demonstrates that its failure to meet the work 

participation rates is attributable to its provision of good 

cause domestic violence waivers.

(i) A State may demonstrate this reasonable cause by
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,0

1 3 months within the preceding 12-month period
2 (whether or not consecutive).
3 “(2) 2-paeent families.—
4 “(A) Average monthly rate.—For purposes of
5 subsection (a)(2), the participation rate for 2-parent
6 families of a State for a fiscal year is the average of
7 the participation rates for 2-parent families of the
8 State for each month in the fiscal year.
9 “(B) Monthly participation rates.—The par-

10 ticipation rate of a State for 2-parent families of the
11 State for a month shall be calculated by use of the for-f
12 mula set forth in paragraph (1)(B), except that in the
13 formula the term ‘number of 2-parent families* shall be
14 substituted for the term ‘number of families’ each place
15 such latter term appears.
16 “(3) Pro rata reduction of participation rate

17 DDE TO CASELOAD REDUCTIONS NOT REQUIRED BY FED-

18 eral law.—
19 “(A) In general.—The Secretary shall prescribe 

r^ulations for reducing the minimTim participation 

rate otherwise required by this section for a fiscal year 

by the number of percentage points equal to the num­
ber of percentage points (if any) by which—

“(i) the average monthly number of families 

receiving assistance during the immediately preced­
ing fiscal year under the State program funded 

under this part is less than
“(ii) the average monthly number of families 

that received aid under the State plan approved
30 under part A (as in effect on September 30, 1995)
31 dining fiscal year 1995.
32 The minimum participation rate tiiall not be reduced to
33 the extent that the Secretary determines that the re-
34 duction in the number of families receiving such assist-
35 ance is required by Fedei^ law.

Juty 30. 1996 (10:20 pjT».)
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1
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12
13
14
15
16
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18
19
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21 

22
23
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25
26
27
28
29
30
31
32
33
34
35
36

July 30, 1996(10:20 p.m.)

“(B) EUGffilLITY CHANGES NOT COUNTED.—The 

regulations required by subparagraph (A) shall not 
take into account families that are diverted from a 

State program funded under this part as a result 6f 

differences in eligibility criteria under a State program 

funded under this part and eligibility criteria under the 

State program operated under the State plan approved 

under part A (as such plan and such part were in ef­
fect on September 30, 1995). Such regulations shall 
place the burden on the Secretary to prove that such 

families were diverted as a direct result of difference 

in such eligibility criteria. -
“(4) State option to include individuals re­

ceiving ASSISTANCE UNDER A TRIBAL FAMILY ASSISTANCE 

PLAN.—^For purposes of paragraphs (1)(B) and (2)(B), a 

State may, at its option, include families in the State that 
are receiving assistance under a tribal family assistance 

plan approved under section 412.
“(5) State option for participation require­

ment EXEMPTIONS.—^For any fiscal year, a State may, at 
its option, not require an individual vriio is a single custo­
dial parent caring for a child \riio has not attained 12 

months of age to engage in work, and such
an individual in determining the participation rates under 

subsection (a) fcs: not more than 12 months.
“(c) Engaged in Work.—

“(1) General rules.—
“(A) ATiT. eamhies.—^For purposes of subsection 

(b)(l)(B)(i), a recipient is engaged in work for a month 

in a fiscal year if the recipient is participating in work 

activities for at least the minimum average number of 

hours per week spedfied in the following table during 
the month, not fewer tha^fj^ours per week of ^ch 

are attributable to an activity described in paragraph 

(indi), (4), (5), (6), (7), (8), or'oir^flub:' 
section (d), subgect to this subsecti(Hi:
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1. Section 270.30, p. 323-324. \V3iy-doesnItHHS-define“temporary^in this-definition? Does 
the individual have to participate in “appropriate services plan designed to provide safety and lead 
to work” for a certain number of hours per week? If so, why not?

This section also proposes to grant good cause waivers for failure to meet the work rates if that 
failure is attributable to a state’s provision of assistance to refugees. On what basis and for what 
reason does HHS make this proposal? Does this proposal exclude all refugees from the work 
participation rates? What percentage of two parent TANF families would fall under this 
definition?

2. 270.30 (p.322) (also referred to on p. 353)
Issue: definition of “assistance; excluded from the definition is one-time, short-term assistance 
paid within a 90-day period
Problem, the 90-day time period is too long, and inconsistent with prior language for Emergency 
Assistance
Proposed Fix: reduce period from 90 days to 30 days

3. (p.323)
Issue: definition of “good cause domestic violence waiver”: “temporary” waiver from program 
requirements
Problem: the term “temporary” not being defined can allow states to use the waiver for a
significant part of its caseload for an indefinite period of time
Proposed Fix: the regs should define “temporary” (i.e. 90/120 days or less)

4. 270.30, p.324,-325-Why is this regulated only in this definitional section. It would appear that 
we should at least outline the recordkeeping/reporting requirements to ensure enforcement 
authority

5. 271.10/page 333: Is there any way to enforce Sec. 402 work requirements (work after 2 years, 
community service after 2 weeks)? Or request information from states? And are states totally free 
to define work for purposes of Section 402?

6. (271.15). P.337 I realize this is the language from the statute, but I’ve always found it 
confusing. Number one (appropriate child care within a reasonable distance) seems to encompass 
numbers two (informal child care by a relative) and three (appropriate and affordable formal child 
care). Wouldn’t “appropriate and affordable child care within a reasonable distance” be sufficient 
(i.e., in lieu of the three reasons)?

7. Section 271.20, p. 337-338; outlines the general work participation requirements. Shouldn’t 
subsection (a) stating the two separate work participation rates use the phrase “work activities as 
described at section 271.30" rather than “work or training”?

8. Section 271.22, p. 339-340; In outlining the overall participation rate calculation, this section 
says that a family that receives assistance for only part of the month may be counted as



participating for an entire month if the adult is engaged in work for the minimum average number 
of hours in each full week that the family receives assistance in that month. What is the HHS’s 
reasoning in proposing to allow this here and in section 271.24?

9. 271.24(d)/page 341: HHS says that a family with a disabled parent does notpadnt as a two-
parent family. Is there a definition of “disabled”? \

10. 271.24, p. 340-341; In outlining the two parent participation rate calculation, this proposed 
regulation says that a family that includes a disabled parent shall not be considered a two-parent 
family for the purpose of the participation rate. Does this regulation define “disabled parent”? If 
not, why not? Similarly, why not define “disabled” and “severely disabled” in section 
271.32(c)(1)?

11. §271.33(b)(p,346)
Issue-, special requirements cbncernmg educational activities in determining monthly participation 
activities
Problem, does the statute allow inamed teen heads of households to count school attendance or 
education related to employm^t to^unt toward the work requirement?
Proposed Fix', remove “married”; applrM only to single teen heads of households

12. (271.34) P, 348. In item (c), should “in any fiscal year” be added after “weeks”?

13. 271.40, p. 348; defines the basic caseload reduction calculation. Does this calculation ensure 
that any caseload reduction for which a state gets credit is not due the state having transferred 
beneficiaries from TANF into a separate state program? Does this prevent after-the-end-of-the-
fiscal year gaming, such as transfers into state programs not counted for TANF MOE, in order to^-^^^ 

increase the caseload reduction credit?

14. 271.40 (p.349)
Issue, reducing state participation rates with caseload reductions
Problem, need to clarify language: “the minimum participation rate the State must meet for the 
following year will decrease by the number of percentage points the ** caseload fell in 
comparison to the FY 1995 caseload.”
Proposed Fix', insert “average monthly” where the asterisks appear

15. Issue-, definition of “family” in discussion of caseload reduction credit
Problem , since there is no definition of “family” in the bill or regs, a caseload reduction credit 
which accounts for a reduction in families might allow states to exclude from the calculation any 
non-”family” units receiving assistance.
Proposed Fix-, either change “families” to “cases” or “units,” or define “families” for this purpose 
to include units such as child-only cases, etc. (§271.43 refers to “cases receiving assistance”)

16. 271.41 (p.349)
Issue-, determining/calculating the caseload reduction factor 

^Problem, no clear definition for calculating caseload reduction factor 
- the regulations effectively use a reasonable test, “based on an established set of criteria” (quality



of data, adequacy of documentation, completeness of list of changes in eligibility) => how are 
quality, adequacy or completeness measured?
- no specifications on how data is to be submitted (in what form) => a state must submit 
methodology and data that it used to calculate its caseload reduction factor”
Proposed Fix: the regulations must precisely define the calculation for the reduction factor, what 
data states must submit, and in what form the data is to be submitted
- the regulations should also require states to provide brief descriptions of each program which 
they use in determining their caseloads

17. 271.41, p. 350; provides states with the option of using overall caseload reduction as the 
basis for a credit to reduce the two parent work rates. On what basis and for what reason does 
HHS want to do this? Doesn’t this simply give the state the option of choosing the number which 
will give it the largest credit?

18. 271.41, p. 349,350; outlines the information that the State must submit to qualify for the 
Caseload Reduction Factor. HHS should consider developing a form to facilitate the submission 
of this information. This will promote consistency and completeness in the data provided and may 
reduce the need for HHS to follow up with States on the “reasonableness” of the data.

271.41(d)/ page 350-51: Should reg be more specific on whether caseload reduction factor 
methodology is..a<fc^ptabieri;“qnality ordataTadeqiTacyof documentation, and^gbmpfeteness of 
the list ofrh^ges in eligibility”) Maybe it should use a fWi^o?

20. 271.41(d)(2)/page 351; Is requirement that states respond to HHS within 2 weeks if they 
request additional info unreasonable? Should it be a month, given timelines HHS has given itself 
(3 months to review the methodology)?

21. Section 271.42, p. 352; lists “drug testing” as a specific eligibility change for which states 
must factor out caseload reductions for purposes of the credit. Doesn’t the general category of 
“changes in requirements based on residency, age or other demographic or categorical factors” 
include this since persons found to be using drugs would be a category? This section also lists 
“fingerprinting” as an eligibility change. Why is this not considered an anti-fraud measure?

22. Section 271.42, p. 352; allows states that have expanded eligibility for assistance since FY 
1995 to get a caseload reduction credit if its caseload would have gone down in absence of the 
eligibility expansion. On what basis and for what reason does HHS want to do this?

the )

23. Section 271.42(c), p.352. HHS invites States that believe that some or all of the families in
a separate State program should be excluded from the calculation of the caseload reduction 
factor, based on the type of families served or the nature of the benefits provided, to substantiate y 
such a claim with data. What does HHS contemplate would be a basis for exclusion from the ^
factor? 'ij^

24. 271.42 (p.351)
Issue-, effect of eligibility changes on caseload reduction
Problem-, states are only required under the proposed regulations to submit a “complete listing of



eligibility changes” (as per §271.41(b)(2)), but apparently not the number of recipients 
dropped due to each of the changes
Proposed Fix: require that states also submit the number of recipients dropped from the rolls due 
to each of the listed eligibility changes

25. 271.42(a)/ page 351-52: On draft’s list of what constitutes eligibility changes for the purpose 
of factoring out eligibility from the caseload reduction credit: how would HHS know if there were 
waiting lists for assistance? What is the rationale for including sanctions that terminate a family’s 
grant on the list?

26. 271.42(b)/ page 352: Draft proposes that states that have expanded eligibility get credit for 
caseload reductions that would have occurred in the absence of the expansion. Does HHS have 
authority to do this? Won’t these adjustments be very hard to isolate and identify?

27. 271.42(c)/page 352: HHS proposes that if a state wants to exclude families in a separate
state program from the caseload reduction credit, it must substantiate its claim. Why allow this 
possibility or highlight it? (And don’t MOE programs have to use the same definition ofYamilies 
anyway?) / ,

28. 271.43(b) (p.352) r f) I /
definition of “cases receiving assistance”

Problem , the regs suggest that certain types of assistance (that can count towards MOE in a
separate state program) can be excluded from the defn of cases receiving assistance for the c^Jdb
purpose of calculating caseload reduction credits
=> this could result in states transferring TANF individuals to a separate state prograitTfor 
services not permitted under TANF (but countable towards MOE under the separate program), C 
and thereby counting them as caseload reductions ^
Proposed Fix: these expenditures should not be excluded for calculating caseload reductions (they 
are already excluded as types of TANF assistance)

29. Section 271.43, p. 352-353; for purposes of calculating the caseload reduction credit, 
requires states to compare a given year’s data to fiscal year 1995 excluding those on the caseload 
receiving only non-monetary services or only one-time, short-term assistance. Does HHS expect 
states to know how many in their fiscal year 1995 caseload received such assistance, i.e, 
assistance for less than 90 days? Isn’t there a possibility that this definition combined with the 
lack of FY 1995 data will result in awarding a state too large a caseload reduction credit?
STATE PENALTffiS

30. (271.44). P. 354 February 28 could be a bit late, from a planning standpoint, to make the 
decision on a State’s proposed caseload reduction factor. Is there any way to move this up?

31, 271.51/page 355: Draft says "We will reduce the amount of the penalty based on the degree 
of the state's noncompliance." Should reg define the term “degree of noncompliance”?

page 357; Under what circumstances would HHS reject a corrective compliance plan? Shouldn’t 
this be defined?
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32. 271.51(b)(1) (p.355)
Issue: penalty for noncompliance with participation rate; separate state programs 
Problem: the regulation allows for a reduction in the penalty for a state not meeting participation 
rates, given the state’s efforts “to engage recipients of assistance in separate state programs in 
work activities.” The problem here is twofold: . 77
(1) it doesn’t prevent a state from meeting the participation rj^te byjransfefnng individuals into a
separate state program; _
(2) what does the quoted phrase mean? => does this mean its okay^oTa state to place all of its 
hardest to employ recipients into a separate state program so long as the state is making an 
“effort” to “engage” them...?
Proposed Fix: something closer to ensuring that states don’t simply transfer the hardest to employ j , I 
into separate state programs in order to meet participation rates ^ ''

33. 271.51 p. 354-356; states that HHS will reduce the amount of the penalty for failure to meet 
work participation rates based on the degree of noncompliance, as required by the statute. Is 
there any basis in the statute for providing a reduction due to “good faith efforts” made to achieve 
the rates? Does HHS consider “good faith efforts” a measure of degree of noncompliance?

The draft regulation states that HHS will look beyond TANF to efforts a state is making to put 
individuals in separate state programs to work. Shouldn’t this be revised to make clear that a 
state will not receive a good cause exception unless it proves it has not used a separate state 
program to escape the work participation rates? __^

In addition, the draft regulation states that in deciding whether or not to reduce the amount of the 
penalty, HHS will take into consideration “whether a state has missed one or both rates.” On 
what basis and for what reason does HHS make this proposal?

34. Section 271.52, p. 356-357; states that the Secretary will grant reasonable cause to a state 
that fails to meet the work participation rates due to its provision of good cause domestic violence 
waivers. Doesn’t this provision assume that all of those receiving such waivers would have 
otherwise been working, instead of the 25 to 50 percent required by law? Why not grant a state 
good cause only for those individuals who would otherwise have been working by subtracting the 
number of good cause domestic violence waivers from the denominator of the participation rate?

35. Section 271.54, p. 357; states that if HHS determines that a state has failed to penalize 
individuals for not working as required in section 407(e), then the agency shall reduce a state’s 
grant. What information will HHS systematically gather in order to know whether a state is 
violating section 407(e)? What kind of proof must the state accept from a single custodial parent 
who is unable to obtain needed child care?

36. 271.60/page 359 (also applies to 271.4(e)); Draft says that the provisions of section 407 of 
the law do not apply to states that have an approved waiver to the extent those provisions are 
inconsistent with the waiver. Why does the draft limit potential inconsistencies to section 407 of 
the law?



Section 407 includes work participation rates, the caseload reduction credit, hours of work 
required, the definition of work activities, the sanction for refusal to work, and nondisplacement 
provisions. What constitutes a provision for the purposes of this section? May a state opt out of 
or modify the work participation rates, but still take advantage of the caseload reduction credit?
How will HHS determine what it will consider inS^^istent? HHS asked states to identify those 

inconsistencies in their state TANF plansyout states varied in the thoroughness of their responses.
Does HHS have a compendium of thes^esponses, including an evaluation of whether in fact it ^ ,
considers them to be inconsistencies?^oes HHS plan to survey them again? How and whenwillj* T 

HHS notify states that they their proposed inconsistencies are accepted or not accepted? What is 
the penalty for a state that continues a waiver provision that is not inconsistent with the law but 
differs fro. .he law^ ^

37. 271.60(b)(l)'Which_states-have^waiyer^witirwwk activiUes that differ from current Ij^
What are examples of waivers with provisionToTpribriawthat you would still consider 
inconsistent even though they did not require waivers (see definition of waiver in 270.30)?

/"Dirany..states_have-waiverrwth inconsistenr^imninninraverage hours of woriTperweek^ 
^^"nlgess|iy_tO-be ‘engaggd in work’ for a month” (271.60(b)(2))?l^ich ones?lWhy w^ldn’t all 

sucfT^ses be prohibitedas inconsl^encies^der 271.60(5)^2X00 because they were increases in 

work requirements over prior law?

What is the draft’s legal basis for 271.60(c), which prohibits waiver inconsistencies that affect the 
denominator of the participation rates?

38. 271.60(b) - (d) and 274.1(e)- (i)/page 391-92; How will HHS monitor these provisions?
Will HHS monitor states to ensure that they are following their own waiver policies? How?

39. 271.60(b)/page 359; Draft li^reas where waiver inconsistencies will be recognized. Why 

list these areas?

40. 271.60(b)(2)(ii)/page 360: "Prior law standards are not part of the waiver...." Seems 
unclear. (HHS informs us they may rewrite this one.)

41. 271.60(c)/page 360; No prior law exemptions recognized as part of the waiver with respect 
to denominator of participation rates; What would be an example of this?

42. 271.70/page 360-61; Non-displacement; (b) says "A state must establish and maintain a 
grievance procedure to resolve complaints of alleged violations of this displacement rule," Could 
draft add more specificity on what is required in a grievance procedure? Should it?

43. (272.1). P. 363 In item 12 (and elsewhere—e.g., item (e)(1) on page 364), the State is 
penalized for not spending additional funds to replace reductions due to penalties, but the 
question of “additional relative to what?” is not answered. The prior year’s level? The TANF 
MOE level? I realize the statute is if anything more unclear on this point. Also, the regulations 
call for the State to expend additional funds in the same fiscal year; the statute appears to require



the additional spending in the immediately succeeding fiscal year.

44, Section 272.3, p. 365
This section provides how HHS will access penalties and the data that will be used as a basis for 
determining when to assess the penalty. This appears to be THE regulatory section on oversight. 
The rule specifies that it will rely on non-financial data reports to enforce only two regulatory 
requirements: five year limit and participation rates. HHS will rely on the Single Audit Act 
process to enforce misuse of TANF fiands; lEVS participation; paternity establishment and child 
support requirements and the child care exception for children under six. Yet, the rule includes a 
larger scope of regulatory requirements, that are theoretically enforceable by HHS that do not 
necessarily involve a penalty. Are all other requirements in the rule non-enforceable? It would 
appear that HHS needs to build in broader regulatory authority to enforce these requirements 
through the use of data reported.

How does the Single Audit process work? Who conducts the audit and how often? How will 
auditors, for example, enforce the child care exception? z' ^ / jL

A 45. 272.3(b) and (c)/page 366: Data in state reports "are su^ct to our verification in
accordance with 275.6," which is requirement to send data electronically. Is this right section to 
reference?

%

46. 272.6(h)/pages 370-71: The criteria for reducing the penalty if the corrective complianceL__^ 
plan fails is vague. When would/would not HHS reduce a penalty under this circumstanc^

-fey-

47, Section 272.6, p. 369-371; outlines the types of information a state must submit as part of a 
corrective action plan. How will HHS determine if actions, outlines, and time limits in the plan 
are acceptable? Shouldn’t this section state clearly that penalties will be immediately imposed on 
a state that does not submit an acceptable corrective action plan?

This proposal allows corrective action plans to last for up to 12 months. How did HHS decide .__ /
upon that limit? Doesn’t a 12 month limit mean a state could be continuously operating under a 
corrective action plan (i.e., enter into one for each 12 month fiscal year)?

This section also allows HHS to reduce the penalty in one or more circumstances in which the 
state has not corrected the failure pursuant to its corrective action plan (i.e., if the state expended 
more resources, made considerable progress, or encountered unanticipated circumstances). On 
what basis and for what reason does HHS make this proposal?

48. (273.2) P. 376. In item (b)(1), are those four categories exhaustive; i.e., are there individuals 
who are lawfully present but do not fit into the first four categories? Also, the language should be 
changed (e g., by adding “in the case of’ after “less than one year or” and before “aliens”), to 
clarify that only aliens not lawfully present need a State law affirmatively providing benefits in 
order to remain eligible.

/ yi9. 273.2(b)(f)7page.^^: what immigrant
)r which^roups must m^'-state-enaet^Taw that "affirmJ

gible faniilies-lcave out?~ 
Jy provides"jor^^ices?



50. 273.2(d)/p^ge^2L-W^y ts'^nition of asp^t^e differ^Jot MOE^urpos^

51. (273.2) P. 377. What is the rationale for item j)i)? Why further broaden the definition of 
assistance for MOE purposes?

52. 273.2(a)(5) (p.375)
Issue -, definition of “administrative costs”
Problem -, though limited to 15 percent of total amt of countable expenditures, the regs provide no 
definition of “administrative costs”
Proposed Fix-, for program integrity and to ensure expenditures on benefits and services, 
“administrative costs” need to be defined here

53. 273.2(d) (p.377)
Issue-, state expenditures counting towards MOE
Problem, this section provides that assistance, for MOE purposes, can be ongoing, short-term or 
one-time, and may include services; this is not the case if part of a TANF program 
Proposed Fix-, specify that, to count towards MOE, TANF program expenditures must abide by 
the “assistance” defn in §270.30; expenditures in separate state programs need not meet this defn, 
but also cannot count towards contingency fund MOE

54. 273.3 (p.377)
Issue, child care expenditures
Problem -, the reg references §418(a)(^(C) of the Act - is this the correct reference?
Proposed Fix-, if the cite is incorrectyit needs to be fixed; otherwise further specify where this is

273.5/page 378; Expenditures of separate state programs count in their entirety if they "were 
previously autfioftx^ and were allpWable'tmder section 403 oflpd^ law." If not, then only the 
amounHtfexcess ofthat^expend€d in 1995 couhts.—This^s'aconfusir 

^x/^rying to make clearer, I think. Is^^ clear enough?

56. 273.5 (p.378)
Issue, expenditures in separate state programs
Problem-, the regulation provides specific requirements to count separate state program 
expenditures for MOE; no indication here, though, that child support rights must be assigned in 
order for the expenditure to count jj.
Proposed Fix-, include as a requirement (here or some other place) that child support rights be 
assigned in order for expenditures in these programs to count as MOE (this is consistent w/ the 
January ACF guidance (PA-97-1), which provides that, “as part of the regulatory requirements .. 
we will seek to incorporate requirements for States to report child support information for 
families in State MOE programs, as well as TANF.)

57. (273.7). P. 380 Does item 1 encompass TANF activities, or only those in separate State 

programs.

58. 273.7/page 379: Will the data from this annual addendum be sufficient to allow us to judge if 
states are meeting work participation rates for state-only programs?

tbat ree i



59. (273.13) P. 383. Who defines “reasonable”? This item continues to be a problem.

60. (273.22). P. 386 Re: (c)(2), is there a definition of “qualified principal residence” in the 
regulations?

61. 274.1(a)(3) (^8^
Issue: time excludeo^m 5-year time limit
Problem , there is a D^:;ence to §403(a)(5) of the Act, which appears not to be in the Act 
Proposed Fix: fix theYe%^nce or further specify.

62. 274.1(e)/page 390: Before "was approved by July 1, 1997", shouldn't it say "was submitted 
before 8/22/96 and", so it will not be more expansive than the statute?

‘\

63. 274.1(c)(24(p.389^
Issue: 20 percenWxc^ion to 5-year limit
Problem: the reg inodes a list of specific instances which allow a state to extend assistance past 
the 5-year limit; is/'uHs list supposed to constitute the conditions that qualify under the “good 
cause family violence waiver”?
Proposed Fix: n so, perhaps this should serve as a notice of what is included under the family 
violence waiver option '

64. (274.1) P. 389. Should the language-in item © be changed to clarify that the maximum 
number of extensions is an average monthly number (i.e., the number of extensions each month 
will be averaged and compared to the average monthly caseload).

65. (274.1) P. 391. Is it possible for an adult to reach the Federal time limit without reaching a 
State time limit (e.g., a 24 in 48 time limit)? If so, how would this be handled?

66. 274.1(e)/page 390: How many waivers granted by HHS fall into the second category in the 
law - submitted before law passed and granted before 7/97?

67. 274.1(g) and (h)/page 391-92: What is the difference between (g) and (h)? They both apply 
to extensions, and yet they lay out separate procedures.

any state waivers have time limits in excess of 60 months? Which states have waivers wit 
extension and exemption policies more liberal than current law that you believe qualify as 
inconsistencies? ___________________________ C

68. (274.74) P. 400-401. Why is the clause “then multiplied by 1/12 times the number of months 
the State received contingency funds” needed? I know the language is from the statute, but it 
appears to make little sense, given that the paragraph is discussing funds paid and expended for a 
fiscal year.

69. 275.3(B)(1) (p.409)
Issue: TANF data report - disaggregated data
Problem: the reg refers to data reporting on adults, “including non-custodial parents who are



participating in work activities”
- this does not seem totally consistent w/ the preamble (p. 153) which allows for services to non­
custodial parents to “engage in activities such as work or educational activities, counseling, or 
parenting and money management classes ”
Proposed Fix: a couple of issues need to be resolved here:
- are all of these activities listed in the preamble intended to be included as TANF activities => if 
so, do we want that and don’t we need data on more than just the work activities?
- should non-custodial parents be specifically mentioned in the defh of “TANF family” in 
§275.2(b)7

70. 275.3(b)(l)/page 409: For how long must states report on those no longer receiving TANF 
assistance?

71. 275.8(b)/page 417: Is there any way the reporting penalty could apply to MQ^^ta report?

72. 275.9(b)/page 418: Must state file separate state MOE report annually or quarterly? Annual 
attachment to quarterly report?

73. Appendix A: TANF Data Report, Section One. Disaggregated Data for Families 
Receiving TANF
It is unclear why HHS has chosen to add certain breakout information and how this data will be 
used. Is it for monitoring purposes, .i.e. accuracy in accurate citizenship/qualified alien status? If 
so, the authority to use this data for monitoring must be built into the regulation. If not, please 
present a justification for the need for additional reporting requirements not specified in the law. 
We have identified some examples below:

#13 Why do we need detailed break-out on type of subsidized housing?
#15 - Why do we need a break-out on type of Food Stamp subsidy?
#51-55 - Where does the statute specify five types of disability benefits?
#61- Why do we need nine break-outs of citizenship status? The law only requires “citizenship.” 
#57-60; p. 267: The preamble notes that HHS needs this for time limits for receipt of assistance.
Is this the correct reference. The connection between these data elements and time limits is not 
obvious.

74. Appendix B: TANF Data Report, Section Two. Disaggregated Data for Families No 
Longer Receiving TANF
Why do we need 46 data elements on families no longer on assistance? What is the time frame for 
this, i.e. those that have left that month? (Page 268). The law. Section 411 (a)(xvi) includes only 
five items on why they left the roles - is this the basis for Section 2? If we already have electronic 
information on these families through reporting on Section One, why would we need to have 
States do a sample to provide all the data again? If we see a closure flag on a file, we could do 
this analysis with the existing data we will maintain at the Federal level.

Finally, we note that even State MOE programs would be subject to the 46 data element 
requirement. This may serve as a disincentive to report on the MOE programs.



75. p. 277. Please provide the 0MB number to the interim financial reporting form approved by 
0MB.

76. p. 300. HHS should include an estimate of annual Federal expenditures on the TANF
program in this section.. Qf W

77. Is it possible for reg to prohibit retroactive reclassification of families as state-only?

TANF SYSTEMS REPORT
We do not believe that the statute requires HHS to include a recommended option in the HHS 
Report on Data Processing under the Temporary Assistance for Needy Families Program. The 
Report provides an excellent summary of the options that Congress may choose from to build on 
the automated data processing systems of the States to establish a system with the capabilities 
described in subsection (a)(2). However, without additional guidance fi-om Congress on a variety 
of factors including how such a mechanism should be administered, and a funding source, it is 
premature to recommend any of the viable options.
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WORK REQUIREMENTS

Section 271.20, p. 337-338; outlines the general work participation requirements. Shouldn’t 
subsection (a) stating the two separate work participation rates use the phrase “work activities as 
described at section 271.30" rather than “work or training”?

Section 271.22, p. 339-340; In outlining the overall participation rate calculation, this section says 
that a family that receives assistance for only part of the month may be counted as participating 
for an entire month if the adult is engaged in work for the minimum average number of hours in 
each full week that the family receives assistance in that month. What is the HHS’s reasoning in 
proposing to allow this here and in section 271.24?

Section 271.24, p. 340-341; In outlining the two parent participation rate calculation, this 
proposed regulation says that a family that includes a disabled parent shall not be considered a 
two-parent family for the purpose of the participation rate. Does this regulation define “disabled 
parent”? If not, why not? Similarly, why not define “disabled” and “severely disabled” in section 
271.32(c)(1)?

Section 271.40, p. 348; defines the basic caseload reduction calculation. Does this calculation 
ensure that any caseload reduction for which a state gets credit is not due the state having 
transferred beneficiaries from TANF into a separate state program? Does this prevent after-the- 
end-of-the-fiscal year gaming, such as transfers into state programs not counted for TANF MOE, 
in order to increase the caseload reduction credit?

Section 271.41, p. 350; provides states with the option of using overall caseload reduction as the 
basis for a credit to reduce the two parent work rates. On what basis and for what reason does 
HHS want to do this? Doesn’t this simply give the state the option of choosing the number which 
will give it the largest credit?

Section 271.42, p. 352; lists “drug testing” as a specific eligibility change for which states must 
factor out caseload reductions for purposes of the credit. Doesn’t the general category of 
“changes in requirements based on residency, age or other demographic or categorical factors” 
include this since persons found to be using drugs would be a category? This section also lists 
“fingerprinting” as an eligibility change. Why is this not considered an anti-fraud measure?

Section 271.42, p. 352; allows states that have expanded eligibility for assistance since FY 1995 
to get a caseload reduction credit if its caseload would have gone down in absence of the 
eligibility expansion. On what basis and for what reason does HHS want to do this?

Section 271.43, p. 352-353; for purposes of calculating the caseload reduction credit, requires 
states to compare a given year’s data to fiscal year 1995 excluding those on the caseload receiving 
only non-monetary services or only one-time, short-term assistance. Does HHS expect states to 
know how many in their fiscal year 1995 caseload received such assistance, i.e, assistance for less 
than 90 days? Isn’t there a possibility that this definition combined with the lack of FY 1995 data 
will result in awarding a state too large a caseload reduction credit?

c

I
I
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STATE PENALTIES

Section 271.51 p. 354-356; states that HHS will reduce the amount of the penalty for failure to 
meet work participation rates based on the degree of noncompliance, as required by the statute.
Is there any basis in the statute for providing a reduction due to “good faith efforts” made to 
achieve the rates? Does HHS consider “good faith efforts” a measure of degree of 
noncompliance?

The draft regulation states that HHS will look beyond TANF to efforts a state is making to put 
individuals in.separate state programs to work. Shouldn’t this be revised to make clear that a 
state will not receive a good cause exception unless it proves it has not used a separate state 
program to escape the work participation rates?

In addition, the draft regulation states that in deciding whether or not to reduce the amount of the 
penalty, HHS will take into consideration “whether a state has missed one or both rates.” On 
what basis and for what reason does HHS make this proposal?

Section 271.52, p. 356-357; states that the Secretary will grant reasonable cause to a state that 
fails to meet the work participation rates due to its provision of good cause domestic violence 
waivers. Doesn’t this provision assume that all of those receiving such waivers would have 
otherwise been working, instead of the 25 to 50 percent required by law? Why not grant a state 
good cause only for those individuals who would otherwise have been working by subtracting the 
number of good cause domestic violence waivers fi'om the denominator of the participation rate?

This proposed regulation references the definition of “good cause domestic violence waiver” in 
section 270.30, p. 323-324. Why doesn’t HHS define “temporary” in this definition? Does the 
individual have to participate in “appropriate services plan designed to provide safety and lead to 
work” for a certain number of hours per week? If so, why not?

This section also proposes to grant good cause waivers for failure to meet the work rates if that 
failure is attributable to a state’s provision of assistance to refugees. On what basis and for what 
reason does HHS make this proposal? Does this proposal exclude all refugees from the work 
participation rates? What percentage of two parent TANF families would fall under this 
definition?

Section 271.54, p. 357; states that if HHS determines that a state has failed to penalize individuals 
for not working as required in section 407(e), then the agency shall reduce a state’s grant. What 
information will HHS systematically gather in order to know whether a state is violating section 
407(e)? What kind of proof must the state accept fi’om a single custodial parent who is unable to 
obtain needed child care? -------

Section 272.6, p. 369-371; outlines the types of information a state must submit as part of a 
corrective action plan. How will HHS determine if actions, outlines, and time limits in the plan 
are acceptable? Shouldn’t this section state clearly that penalties will be immediately imposed on 
a state that does not submit an acceptable corrective action plan?

10/1/97 4:30 pm



This proposal allows corrective action plans to last for up to 12 months. How did HHS decide 
upon that limit? Doesn’t a 12 month limit mean a state could be continuously operating under a 
corrective action plan (i.e., enter into one for each 12 month fiscal year)?

This section also allows HHS to reduce the penalty in one or more circumstances in which the 
state has not corrected the failure pursuant to its corrective action plan (i.e., if the state expended 
more resources, made considerable progress, or encountered unanticipated circumstances). On 
what basis and for what reason does HHS make this proposal?

10/1/97 4;30pm



Record Type: Record

To: Laura Oliven Silberfarb/OMB/EOP
cc: Cynthia A. Rice/OPD/EOP, Anil Kakani/OMB/EOP, Emil E. Parker/OPD/EOP
Subject: Final changes to TANF reg question list

Below is the draft we were working off of Friday afternoon. I have made a few changes. So you can 
easily spot them, I have bolded/italicized all of them. (Note that I have not made the many other changes 
we agreed on Friday afternoon that I assume you are implementing.)

• I have slightly rewritten the questions where we want an answer in writing from HHS (mostly in the 
waiver sections — 36, 37, 44, 67).

• There is also a spot where I modified a question based on input we got Friday — #33.

• I have added a question in #44.

• For item #77,1 have added a section number reference so that you can put it in the right order.

Not sure what's easier, so I am attaching it both ways.

lastdpc.wpd

33. 271,51 p. 354-356; states that HHS will reduce the amount of the penalty for failure to 
meet work participation rates based on the degree of noncompliance, as required by the statute.
Is there any basis in the statute for providing a reduction due to Jeopd faith efforts^ made to 
achieve the rates? Does HHS consider Jgood faith effortsB a measure of degree of 
noncompliance?

The draft regulation states that HHS will look beyond TANF to efforts a state is making to put 
individuals in separate state programs to work. Shouldn't this be revised to make clear that a 
state will not receive a good cause exception or a reduction in penalty based on the degree of 
non-compliance, or have its corrective compliance plan accepted by HHS unless it proves it 
has not used a separate state program to escape the work participation rates?

In addition, the draft regulation states that in deciding whether or not to reduce the amount of the 
penalty, HHS will take into consideration ^whether a state has missed one or both rates.jj On 
what basis and for what reason does HHS make this proposal?

36. 271.60/page 359 (also applies to 271.4(e)): Draft says that the provisions of section 407 of 
the law do not apply to states that have an approved waiver to the extent those provisions are



inconsistent with the waiver. Why does the draft limit potential inconsistencies to section 407 of 
the law?
Section 407 includes work participation rates, the caseload reduction credit, hours of work 
required, the definition of work activities, the sanction for refusal to work, and nondisplacement 
provisions. What constitutes a provision for the purposes of this section? May a state opt out of 
or modify the work participation rates, but still take advantage of the caseload reduction credit? 
Do any states have waivers that would allow them inconsistent work participation rates? If so, 
please list them.

How will HHS determine what it will consider inconsistent? HHS asked states to identify those 
inconsistencies in their state TANF plans, but states varied in the thoroughness of their 
responses. Does HHS have a compendium of these responses, including an evaluation of 
whether in fact it considers them to be inconsistencies? Please provide us with the most recent 
list. Does HHS plan to survey them again? How and when will HHS notify states that they their 
proposed inconsistencies are accepted or not accepted? What is the penalty for a state that 
continues a waiver provision that is not inconsistent with the law but differs from the law?

37. 271.60(b)(1) Please provide us with a list of states that have waivers with work activities 
that are inconsistent with current law, along with the nature of the inconsistency. What are 
examples of waivers with provisions of prior law that you would still consider inconsistent even 
though they did not require waivers (see definition of waiver in 270.30)?

Please provide us with a list of states that have waivers with inconsistent ^^inimum average 
hours of work per week necessary to be 'engaged in work'for a month^ along with the 
Tuiture of the inconsistency (271.60(b)(2))? Why wouldn't all such cases be prohibited as 
inconsistencies under 271.60(b)(2)(ii) because they were increases in work requirements over 
prior law?

Please provide us with a list of other waiver inconsistencies that HHS recognizes, by state and 
by feature of the waiver.

What is the draft's legal basis for 271.60(c), which prohibits waiver inconsistencies that affect 
the denominator of the participation rates?

44, Section 272.3, p. 365
This section provides how HHS will access penalties and the data that will be used as a basis for 
determining when to assess the penalty. This appears to be THE regulatory section on oversight. 
The rule specifies that it will rely on non-financial data reports to enforce only two regulatory 
requirements; five year limit and participation rates. HHS will rely on the Single Audit Act 
process to enforce misuse of TANF funds; lEVS participation; paternity establishment and child 
support requirements and the child care exception for children under six. Yet, the rule includes 
a larger scope of regulatory requirements, that are theoretically enforceable by HHS that do not 
necessarily involve a penalty. Are all other requirements in the rule non-enforceable? It would



appear that HHS needs to build in broader regulatory authority to enforce these requirements 
through the use of data reported.

How does the Single Audit process work? Who conducts the audit and how often? How will 
auditors, for example, enforce the child care exception?

For each penalty, please provide a written list of what data you would have available to 
enforce it.

67. 274.1(g) and (h)/page 391-92: What is the difference between (g) and (h)? They both 
apply to extensions, and yet they lay out separate procedures.

Do any state waivers have time limits in excess of 60 months? Which states have waivers with 
extension and exemption policies more liberal than current law that you believe qualify as 
inconsistencies? Please provide us a list of the states, along with the specific waiver features 
that you believe qualify as inconsistencies.

77. Is it possible for reg to prohibit retroactive reclassification of families as state-only? 
should be moved to 271.22.

This
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'(j) EVALUATION OF WELFARE-TO-WORK PROGRAMS-
'(1) EVALUATION- The Secretary, in consultation with the 

Secretary of Labor and the Secretary of Housing and Urban 
Development-

'(A) shall develop a plan to evaluate how grants made 
under sections 403(a)(5) and 412(a)(3) have been used;
'(B) may evaluate the use of such grants by such grantees 

as the Secretary deems appropriate, in accordance with an 
agreement entered into with the grantees after good-faith 
negotiations; and
'(C) is urged to include the following outcome measures 

in the plan developed under subparagraph (A):
' (i) Placements in unsubsidized employment, and 

placements in unsubsidized employment that last for at 
least 6 months.

'(ii) Placements in the private and public sectors.
' (iii) Earnings of individuals who obtain employment.
'(iv) Average expenditures per placement.

'(2) REPORTS TO THE CONGRESS-
'(A) IN GENERAL- Subject to subparagraphs (B) and (C), 

the Secretary, in consultation with the Secretary of Labor 
and the Secretary of Housing and Urban Development, shall 
submit to the Congress reports on the projects funded under 
section 403(a)(5) and 412(a)(3) and on the evaluations of 
the projects.

'(B) INTERIM REPORT- Not later than January 1,1999, the 
Secretary shall submit an interim report on the matter 
described in subparagraph (A).
'(C) FINAL REPORT- Not later than January 1,2001, (or at 

a later date, if the Secretary informs the Committees of 
the Congress with jurisdiction over the subject matter of 
the report) the Secretary shall submit a final report on 
the matter described in subparagraph (A).'.

(g) PENALTIES-
(1) PENALTY FOR FAILURE OF STATE TO MAINTAIN HISTORIC EFFORT 

DURING YEAR IN WHICH WELFARE-TO-WORK GRANT IS RECEIVED-
(A) IN GENERAL- Section 409(a) (42 U.S.C. 609(a)) is 

amended by adding at the end the following:
'(13) PENALTY FOR FAILURE OF STATE TO MAINTAIN HISTORIC 

EFFORT DURING YEAR IN WHICH WELFARE-TO-WORK GRANT IS 
RECEIVED-

If a grant is made to a State under section 403(a)(5)(A) for a 
fiscal year and paragraph (7) of tliis subsection requires the
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grant payable to the State under section 403(a)(1) to be 
reduced for the immediately succeeding fiscal year, then the 
Secretary shall reduce the grant payable to the State under 
section 403(a)(1) for such succeedhig fiscal year by the amount 
of the grant made to the State under section 403(a)(5)(A) for 
the fiscal year.'.

(B) INAPPLICABILITY OF GOOD CAUSE EXCEPTION- Section 
409(b)(2) of such Act (42 U.S.C. 609(b)(2)), as amended by 
section 5506(k) of this Act, is amended by striking' or
(12)' and inserting '(12), or (13)'.

(C) INAPPLICABILITY OF CORRECTI'^ COMPLIANCE PLAN- 
Section 409(c)(4) of such Act (42 U.S.C. 609(c)(4)), as
amended by section 5506(m) of this Act, is amended by 
striking 'or (12)' and inserting '(12), or (13)'.

(2) PENALTY FOR MISUSE OF COMPETITIVE WELFARE-TO-WORK FUNDS- 
Section 409(a)(1) of such Act (42 U.S.C. 609(a)(1)) is amended 
by adding at the end the following:

'(C) PENALTY FOR MISUSE OF COMPETITIVE WELFARE-TO-WORK 
FUNDS- If the Secretary of Labor finds that an amount paid 
to an entity under section 403(a)(5)(B) has been used in 
violation of subparagraph (B) or (C) of section 403(a)(5), 
the entity shall remit to the Secretary of Labor an amount 
equal to the amount so used.'.

(h) CLARIFICATION THAT SANCTIONS AGAINST RECIPIENTS UNDER TANF 
PROGRAM ARE NOT WAGE REDUCTIONS-

(1) IN GENERAL- Section 408 (42 U.S.C. 608) is amended-
(A) by redesignating subsections (c) and (d) as 

subsections (d) and (e), respectively; and
(B) by inserting after subsection (b) the following:

'(c) SANCTIONS AGAINST RECIPIENTS NOT CONSIDERED WAGE 
REDUCTIONS-

A penalty imposed by a State against the family of an individual by 
reason of the failure of the indivadual to comply with a 
requirement under the State program fimded under this part shall 
not be constmed to be a reduction in any wage paid to the 
individual.'.

(2) RETROACTIVITY- The amendments made by paragraph (1) shall 
take effect as if included in the enactment of section 103(a)
of the Personal Responsibility and Work Opportunity 
Reconciliation Act of 1996.
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