NU¥-1Z-91

THU [1-Ub AM  ALKF/LEGU AFP&BUD FAR NV, ZUZ 4UL 4204 r.o|

SERVIC,
SN SERVICES,

s,
Jh

Yy
ADMINISTRATION FOR CHILDREN AND FAMILIES

oF BEALTy
< 73

Q?

Madeline Mocko, Director

Office Of Legislative Affairs and Budget (OLAB)
7th Floor Aerospace Bmldmg

901 D Street, SW

Washington, DC 20447

(202) 401-9223 FAX (202) 401-4562

*t‘l'#**t'***"li*t**“3##"#‘*##!*!#***!#*!*#*l*it**#tt‘t#t*t**t*t*#“tFttl‘**i*#‘.‘#t!t**li
itt.t‘*.!#‘#'t""'-l#tttlt#tttt#“‘.#t*’##3#"t!!#*!*?ﬂl*r;:t#t*#l'ltt'*i.‘#*'!#**ltttt*#*#t

H e 5 H
i Sleem 32T T
Coytin. R &S 430
A Relsas o 3T
TS

N or\<es kﬁ
ttttttcttcttotcatt-t:tt#ttttttt*tmtttttt#tt##tt: :ihttttttttttttttttccc.t;tt#tt**tt#t*t#t*tt

URGENT ___ AS REQUESTED ~COMMENT __CLEARANCE __ FYI __ REPLY ASAP

ZESEEESEETEKEBRRNRPRRKR RN ERERRE S E RS ST SR SEREXAGARARPRP RS R KRR RS P& BN

K1/3._)

Affreasas,  Tn meac Qagaed vl
do Mo O ey N 'Q;o_.u_-g:g\:\ ‘Q‘(* ‘}‘Q\k ﬁ(\k\:

C oo (:3.(‘ LN e Q:,-B' AR S N N2

LA/K*\D oo G N ot “\\xm 9 S ey
f:rf/ :CC\~=¥ 9‘{; =R S8 \ S adone \QN\_ ANy
2 S > e L

ﬁ\\Q\Sﬁv&g -




NOV-12-97 THU 1l:Ub AM  ACE/LkL Abt&bUD FAK NV, ZUZ 84Ul 49bZ r.

D o Twers
Deiaahdukadit

§272.8 What is the relationship of continuing waivers on the

penalty process for work participation and time limits?

(a) For the State’s alternative waiver requirements to be
considered in the calculation of the work participation rate and
the time limit requirement, the Governor must certify in writing
to the Secretary:

(1) The specific inconsistencies (i.e., alternative waiver
requirements) that the State chooses to continue;

(2) The reasons for continuing the alternative waiver
requirements, including how their continuation is consistent with
the purposes of the waiver; and

(3) Consistent with the waiver and its purpose, the
standards the State will use to:

(i) Assign individuals to the alternative waiver work
activities or to an alternative number of hours; and

(ii) Determine exemptions from or extensions to the time

limit.

(b) If a State using the alternative waiver requirements fails
to meet the work participation rate or the time limit
requirement:

(1) The State would not be eligible for reasonable cause
for the penalty; and

(2) The State would have to consider modification of its
alternative waiver requirements as part of the corrective

compliance plan.
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(3) The Secretary will use the data submitted by the States

at to calculate and make public the work

participation rates and the percent of families with an adult
that received Federal TANF benefits for more than 60 months under
both the inconsistent TANF requirement and the alternative waiver

requirement.
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methodolo;§, estimates and impact compared to other States;
quality of data; and completeness and adequacy of the
documentation.

(2) If we request additional information, the State
must provide the information within two weeks of the date of
our request.

(3) The State must provide sufficient data to document
the information submitted under paragraph (b) of this
section.

(e) We will not consider a caseload reduction factor
for approval unless the State reports case-record data on
individuals and families served by any separate State
program, as required under §275.3(d) of this chapter.

(f) A State may only apply the caseload reduction
factor that we have determined to its participation rate.

If a State disagrees with our caseload reduction factor,
then the determination may be considered an adverse action;
therefore, a State has the right to appeal such a decision,
as specified at §272.7 of this chapter.

—

§271.42 Which reductions count in determining the caseload

reduction factor?

(a) (1) Each State’s estimate must factor out any
caseload decreases due to Federal requirements or State
changes in eligibility rules since FY 1995 that directly

affected a family’s eligibility for assistance (e.g., more
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stringent income and resource limitations, time limits, or
waiting pericds).

(2) A State need not factor out calculable effects of
enforcement mechanisms or procedural requirements that are
used to enforce existing eligibility criteria (e.g.,
fingerprinting or other verification technlques) to the
extent that such mechanisms or requirements identify or
deter families ineligible under existing rules.

;

(b) States must include cases receiving assistance in
geparate State programs as part of its caseload. However,
we will consider excluding cases in the separate State
program under the following circumstances, if adequately
documented:

(1) The cases overlap with or duplicate cases in the
TANF caseload;

(2) They are cases made ineligible for Federal
benefits by Pub. L. 104-193 that are receiving only State-
funded cash assistance, nutrition assistance, ox other
benefits; or

(3) They are casesg that are receiving only State
earned income tax credits, child care, transportation
subgidies or benefits for families that are not directed at

their basic needs.

§271.43 What is the definition of a "case receiving

assistance" in calculating the caseload reduction factor?

358
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(’/ﬁ\vulnerable families. Thus, we propose to give States credit
£

|
]
\
!

or caseload reductions except when those caseload
reductions arise from two kinds of changes in eligibility:
(1) changes in eligibility rules that directly affect a
family’s eligibility for benefits (e.g., more stringent
income and resource limitations or time limits); or (2)
changes in procedural conditions of eligibility that also
have a direct effect on caseloads by delaying or denying
eligibility also have a direct effect on caseloads by
delaying or denying eligibility (e.g., documentation

requirements that create extra obstacles or delay receipt of

benefits) .

Under this approach, we would not give States credit for
caseload reductions due to new procedural requirements where

such requirements served simply to keep eligible families

from seeking or receiving assistance. Ax

e e o e

(/;;-would allow States to get caseload reduction credit where

they can make estimates showing the number of families
excluded through new enforcement mechanisms or procedural
requirements (such as fingerprinting or other verification
techniques) who were ineligible under existing.eligibility
rules. 1In making this distinction, States could report the
actual number of cases identified as fraudulently seeking
benefits, or they could use a sample or other method of

estimation to determine what percentage of cases were
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deterred because they were ineligible (and not accurately

reporting their circumstances)L‘*dffTu
-

nlegs a State provided documented evidence that cases were

diverted from the rolls due to fraud or misreporting, we
would exclude all cases diverted from the rolls by

procedural requirements from the State’s caseload reduction

credit.

Through this policy approach, we are seeking to achieve the

balance identified by Congress: that a State should receive

credit for moving families off welfare, including by
detecting and preventing fraud, but should not be able to

avolid ite accountabllity for work as a result of any changes

that restrict program eligibility.

L

All caseload decreases other than those that reflect
eligibility changes will count toward the reduction. We are
defining a change in eligibility for this purpose to

include: changes in income and resource limitations; time
limits; grant reductions; changes in requirements based on

residency, age or other demographic or categorical factors;

and grant-terminating sanctions.

Likewise, a State can argue that some or all of the families
in any separate State programs should not be included in

this calculation, based on the type of family served or the

98
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that would create inadvertent incentives for changes in
State policy that were unrelated to work and harmful to

4 vulnerable families. Thus, we propose to give States credit
for caseload reductions except when those caseload
reductions arise from two kinds of changes in eligibility:
(1) changeslin eligibility rules that directly affect a
family‘s eligibility for benefits (e.g., more stringent
income and resource limitations or time limits); or (2)
changes in procedural conditions of eligibility that also
have a direct effect on caseloads by delaying or denying
eligibility (e.g., documentation requirements that create
extra obstacles or waiting). In short, we are seeking to
achieve the balance identified by Congress: that a State
should receive credit for moving families off welfare,.but
should not be able to avoid its accountability for work as a
result of any changes that restrict program eligibility.

—

All caseload decreases other than those that reflect
eligibility changes will count toward the reduction. We are
defining a change in eligibility for this purpose to
include: changes in income and resource limitations; time
limits; grant reductions; changes in requirements based on
residency, age or other demographic or categorical factors;

and grant-terminating sanctions.

Likewise, a State can argue that some or all of the families

98




DIVERSION TO STATE-ONLY PROGRAMS

Note: See attached charts for illustratration of which of the 14 penalties these provisions
would apply to and which they would not.

REGILA AGE:

271.51: Degr f Non-Compliance and 272.5 -- Reasonable Cause Exception

Here is the language HHS has already agreed to:

We will not forgive the state penalty under 272.1(a)(4) [work participation rate penalty] based on
reasonable cause unless a state demonstrates as part of its reasonable cause application that it has
not diverted cases to a separate state program for the purpose of avoiding the TANF work
participation requirements.

Possible revision:

Work: We will not forgive the state penalty under 272.1(a)(4), 272.1(a)(9), 272.1(a)(11), or
272.1(a)(14) based on reasonable cause if we detect a significant pattern of diversion of families
to a separate state program that achieves the effect of avoiding the work participation rates.

[Note: 4 penalties above are work participation, time limit, failure to maintain assistance to parent
who can’t get child care for child under 6, and failure to sanction individuals who refuse to work ]

Child Support: We will not forgive the state penalty under 272. l(a)g,l/)ﬂﬁd 272.1(a)(6) based on

reasonable cause if we detect a significant pattern of diversion of families to a separate state
program that achieves the effect of preventing the federal collection of child support.

[Note: 2 penalties above are[misuse of funds and failure to require individuals to cooperate with
child support rug]

272.6() -- “Some or all” of penalty after corrective compliance plan fails:

Work: We will not reduce the penalty under 272.1(a)(4), 272.1(a)(9), 272.1(a)(11), or
272.1(a)(14) if we detect a significant pattern of diversion of families to a separate state program
that achieves the effect of avoiding the work participation rates.

Child Support. We will not reduce the state penalty F7771(a (1) and 272.1(a)(6) if w
detect a significant pattern of diversion of families to a separate state program that achieves the
effect of preventing the federal collection of child support.

[Note: same penalties as under reasonable cause.]



PREAMBLE LAN E:

In several places where we discuss penalties, we note that we will not forgive certain penalties
due to reasonable cause, reduce certain penalties afier a corrective compliance fails, or reduce the
work participation rate penalty based on the degree of non-compliance if we detect a significant
pattern of diversion of families to a separate state program that achieves the effect of avoiding the
work participation rates. The same is true for certain other penalties if we detect a significant
pattern of diversion of families to a separate state program that achieves the effect of preventing
the federal collection of child support.

We plan to monitor states’ actions to determine if they constitute a significant pattern of
diversion. For example, if we found that the work participation rates in the TANF program were
50% higher than they are in a state’s separate state programs, we could conclude that this is a
significant pattern of diversion, and would deny that state certain types of penalty relief.
Similarly, if we found that a state that achieved the TANF program’s work participation rates
would have failed to achieve that rate by more than 25% had families in a separate state program
been included in TANF, we could conclude that this is a significant pattern of diversion.

For child support collections, if we found that 75% of the families in the top quartile of child
support collections per family were in a separate state program instead of TANF, we could
conclude that this is a significant pattern of diversion.

A state would be permitted the opportunity to prove that this pattern was actually the result of
state policies and objectives that were entirely unrelated to the goal of diversion, but we would
make the final judgment as to what constitutes a significant pattern of diversion.

General reminder: We need to make sure we are collecting data on separate state programs
that will permit us to make all these judgments for child support collections.






Work Rates: Proposal Would Deny the Following Relief from Penalties to States that Divert
Hard-to-Employ Families from TANF to Avoid Work Participation Requirements

Penalty

Set Based Reasonable
on Degree Cause

of Non- Exception
Compliance

Corrective
Compliance
Plan

Can be
Reduced
After Plan
Does Not
Correct
Violation

1. Misuse of TANF funds

If shaded, doesn ot now apply to that penalty.

2. Failure to Submit Report

3. Failure to Meet Participation Rates

Proposed

4. Failure to Participate in Income and Eligibility
Verification System

5. Failure to Require Individuals to Cooperate with
Child Support Rules

6. Failure to Repay Federal Loan

7. Failure to meet TANF MOE Requirement

8. Substantial Noncompliance with Child Support
Requirements

Not addressed in this draft regulation.

9. Failure to Comply with Time Limit

10. Failure to Maintain 100% MOE if
Received Contingency Funds

11. Failure to Maintain Assistance to Parents who
Can't Get Child Care for Child under Six and
Doesn't Work

12. Failure to Expend Additional State Funds to
Replace Grant Reductions

Proposed

Proposed

Proposed

13. Failure to meet TANF MOE if get DOL
Welfare to Work Grant

14. Failure to Sanction Individuals who Refuse to
Work.

Proposed

Proposed




Child Support: Proposal Would Deny the Following from Penalties to States that Divert Families
from TANF to Avoid Federal Collection of Child Support

Penalty Set Based Reasonable | Corrective | Can be
on Degree | Cause Compliance | Reduced
of Non- Exception Plan After Plan
Compliance Does Not
Correct
Violation
If shaded, doesn ot now apply to that penalty.

1. Misuse of TANF funds

2. Failure to Submit Report

3. Failure to Meet Participation Rates _{m G'gd( () / ’%@é@é lﬂ f“ﬁvpﬂ:é ;/

4. Failure to Participate in Income and Eligibility
Verification System

Proposed

5. Failure to Require Individuals to Cooperate with Proposed

Child Support Rules

6. Failure to Repay Federal Loan

7. Failure to meet TANF MOE Requirement

8. Substantial Noncompliance with Child Support Not addressed in this draft regulation.
Requirements

9. Failure to Comply with Time Limit

10. Failure to Maintain 100% MOE if
Received Contingency Funds

11. Failure to Maintain Assistance to Parents who
Can't Get Child Care for Child under Six and
Doesn't Work

12. Failure to Expend Additional State Funds to
Replace Grant Reductions

13. Failure to meet TANF MOE if get DOL
Welfare to Work Grant

14. Failure to Sanction Individuals who Refuse to
Work.

_Proposed | “Propesed—i—
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In TANF-ACF-PA-97-1, we indicated that States not making a
good-faith effort on work in their separate State programs
would not be eligible for a reasonable cause exception from
the penalty for failing to achieve their work rate. The

proposed rule incorporates and expands that proposal.

pensity. (¢ 0 Wf WX = &

s €9 an [ 10 - - P

More specifically, it indlcaté; that States would not be

eliglble for reasonable cause for the time-limit penalty or
any of the three work-re%ated penalties if we detect a
significant pattern of dgversion of families to separate
State programs that hag the effect of undermining the work
participation requirements of the Act. Diverting Statees
would not be éégg;;;ly eligible for reductiong in the work
penalty amounts. Finally, they would be ineligible for a

penalty reduction under corrective compliance if they did

35
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not correct the diversion and meet the other conditions for

reduction specified in these proposed rules.

In the January guidance we expressed similar concerns about
the effect of separate State programs on the Federal share
of child support collections. ur proposal in this area is
similar to our proposal to prevent undermining of the work
participation provisions. More specifically, we would deny
States reasonable cause for the time-limit, work
participation, chiid support cooperation, and work sanction
penalties if we detect a significant pattern of diversion of
families into separate State programs that results in the
diversion of the Fderal share of child support collections
to State coffers. States undertaking such diversions would
also be ineligible for reductions in the amounts of any of
these four penalties under corrective compliance unless they
also corrected the diversion during the corrective

compliance process.

In making these proposals, we note that the Secretary has
considerable discretion in determining whether to reduce

penalties or grant good cause.

Getting recipients to work is the most critical component to
achieving the purposes of TANF -- making welfare a prégram
of temporary assistance for families moving to self-

sufficiency. The Secretary has determined that, to prevent

36
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circumvention of this purpose by States, it is appropriate
to limit reasonable cause and penalty reduction 1f States
try to avoid the work participation requirementa. Congress
has reinforced the importance of appropriate work for
recipientsa in four of the established penalties in section
409 of the Act -- work participation rates, continuing
assistance when child care is not available, sanctioning
families that fail to participate in work, and continutaion
of assistance beyond 60 months. To carry out the intent of
Congress that work be a central part of the TANF program, if
we detect that States are avoiding the work requirements by
diverting a significant number of families to separate State
programs, we will not grant them reasonable cause for any of
these four penalties, reduction in their work penalty based
on degree of non-compliance, or reduction in any of these

four penalties as the result of achieving substantial (but

not full) compliance. -
—

The other key component to achieving self-sufficiency is
implementation of the child support enforcement provisions.
The Federal government has a major role to play in such
enforcement (particularly with regard to the operation of
the New Hire Directory and the Federal Parent Locator
Service). It also has a continuing interest in the
effectiveness of these programs and, under TANF, maintains
its commitment to the funding of needy families whose

children have been deprived of parental support and care.

37
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We are concerned that States diverting cases to separate
State programs would not only have unintended, negative
consequences for the Federal budget and the Federal
government’s ability to ensure an effective child support
program; it would also diminish the State’s accountability
for ensuring that needy families take appropriate steps
&ﬁgﬁ\z —towards achieving self-gufficiency. The Secretary has
determined that, in the interest of protecting the key goals
of TANF, it is appropriate to use her 1everage.in setting
penalty amounts and forgiving penalties to ensure that
States do not divert cases inappropriately. Thus, if we
detect a significant pattern of diversion of families to
separate State programs that has the effect of diverting the
Federal share of child support collections, we will not
grant reasonable cause or reduced pemalties through
corrective compliance for the following four penalties:
work participation, time limits, failure to cooperate with
paternity establishment and child support enforcement

requirements, or failure to impose work sanctions.

For the specific regulatory changes assocliated with these

policies, see §§ 271.51, 272.5(c) and (d), and 272.6(i) (2).

38
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methodolo;;, estimates and impact compared to other States;
quality of data; and completeness and adequacy of the
documentation.

(2) If we request additional information, the State
must provide the information within two weeks of the date of
our request.

(3) The State must provide sufficient data to document
the information submitted under paragraph (b) of this
section.

(e) We will not consider a caseload reduction factor
for approval unless the State reports case-record data on
individuals and families served by any separate State
program, as required under §275.3(d) of this chapter.

(f£) A State may only apply the caéeload reduction
factor that we have deterhined to its participation rate.

If a State disagrees with our caseload reduction factor,
then the determination may be considered an adverse action;
therefore, a State has the right to appeal such a decision,

as specified at §272.7 of this chapter.

i —

271.42 Which reductions count in determining the caseload

reduction factor?

(a) (1) Each State’s estimate must factor out any
caseload decreases due to Federal requirements or State
changes in eligibility rules since FY 1995 that directly

affectq’ a family’s eligibility for assistance (e.g., more

357
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stringent income and resource limitations, time limits,gégi-t

(2) A State need not factor out cailculable effects of

enforcement mechanisms or procedural requirements that are
used to enforce existing eligibility criteria (e.g.,
fingerprinting or other verification technigques) to the
extent that such mechanisms or requirements identify or
deter families ineligible under existing rules.

(b) States must include cases receiving assistance in
separate State programs as part of its caseload. However,
we will consider excluding cases in the separate State
program under the following circumstances, if adequately
documented:

(1) The cases overlap with or duplicate cases in the
TANF caseload;

(2) They are cases made ineligible for Federal
benefits by Pub. L. 104-193 that are receiving only State-
funded cash assistance, nutrition assistance, or other
benefits} or

(3) They are cases that are receiving only State
earned income tax credits, child care, transportation
subsidies or benefits for families that are not directed at

their basic needs.

§271.43 What is the definition of a "case receiving

agsistance" in calculating the caseload reduction factor?

358
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that would create inadvertent incentives for changes in
State poiicy that were unrelated to work and harmful to
vulnerable families. Thus, we propose to give States credit
for caseload reductions except when those caseload
reductions arise from twU:k%HE§=6¥=§EEE§€€=¥E-e&igébééée¥¢
fgé;changes in eligibility fﬁles that directly affect a
family’s eligibility for benefits (e.g., more stringenﬁ

income and resource limitations or time limits

In short, we are seeking to
achieve the balance identified by Congress: that a State
should receive credit for moving families off welfare, but

should not be able to avoid its accountability for work as a

result of any changes that restri program eligibility.

All caseload decreases other than those that reflect
eligibility changes will count toward the reduction. We are
defining a change in eligibility for this purpose to

include: ch

es in_income and resource limitations; time

an '
limits 7/€5anges in requirements based on

residency, age or other derhographic or categorical facto

- =
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Likewise, a State can argue that some or all of the families

98
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Record Type: Record

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

cc: Cynthia A. Rice/OPD/EOP
Subject: Waiver info; expiration dates are in parentheses

I. The following states used definitions of work or hours of work in their waivers that did
not require waivers of prior law, but would qualify as inconsistencies under HHS's
proposed reg and therefore could continue:

Connecticut (2003) Delaware (2002)

Hawaii (2004-2005) Massachusetts (2005)
Minnesota (2001 - 2002) Missouri (2000)

Nebraska (2002) New Hampshire (2001-2002)
North Dakota (2003) South Carolina (2003 - 2004)
South Dakota (1999) Tennessee (2007 - 2008)
Texas (2002) Utah (2000)

Vermont (2001)

HHS says the list above is probably incomplete, and it may also include:
Virginia, Indiana, Iowa, Illinios, and maybe Oregon and Michigan

II. The following states have time limits that could continue because they are inconsistent
with current law:

Arizona (2002) Connecticut (2003)
Delaware (2002) Florida (2001)

Hawaii (2004 - 2005) Illinois (2000)

Indiana (2002) Iowa (1998)

Louisiana (2002) Nebraska (2002)

North Carolina (2001 - 2002) Ohio (2001)

Oregon (2002) South Carolina (2003-2004)
Tennessee (2007-2008) Texas (2002)

Virginia (2003) Wisconsin (2006)

/ o Ji 797 /a# ()7 (/L/‘?/’AC/
/P ovl?/ g{ﬂ )(



N|s UPDATE

Issues

1. Penalty; Diversion to Separate State Programs - To discourage states from diverting
N 0 families from TANF to state programs in order to avoid work penalties or avoid sharing child
support collections with the federal government, add these provisions to the proposed regulation:
A 6(€€YY\?V'\+
—— a) In order to enter into corrective compliance plan for any violation or to receive a
reduction in penalties after failing to correct a violation, a state must prove that it did not
divert families to a separate state program for the purpose of avoiding work participation
rates.

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

¢) Include in the MOE data report information on whether individuals served in the
separate state program were on TANF within the last six months and other information to
| help the Secretary determine if diversion has occurred.

— 2. Penalty; Threshold Level -
Aﬂ( eed)  the required work participatio
compliance.

at achieve at least 90 percent (rather than 75 percent) of
be eligible for a reduced penalty based on degree of non-

3. Penalty; Corrective Compliance Plan -

W a) Reduce the am??@f time that States have to complete corrective actions from 12 to 6
/

months.

e substantral progress or encountered mrcumstances that could not have

Secrefary can re&u/a ,46 substintiaf
= e T L

I
a) The Secretary will analyze data on a state's child-only cases to determine if the state has
NO ,\, reclassified cases as child-only in order to avoid penalty for failure to meet the fiscal year
a@(‘emev‘ work participation rate or for exceeding the 20% hardship exemption for the five year time
limit. If the Secretary finds that the state has reclassified cases for this purpose, she will
<emSS include the reclassified cases in the calculation of the state's work participation rate and
’\'D A \ hardship exemption.

"¢

b) The regulation will identify which data elements will allow the Secretary to make this
-/‘m determination.
§€ a

- -
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S€€- 5. Domestic Violence - The Secreta
Y\WO/M states that exempt more than 20

?DPI ' Q granting of good cause do
6. Caseload Reduction Factor -

Aﬂﬁe@& a) Remove the provision

parent caseload reducti

— work participation

W b) Remove the provision that wo

provided” some or all familie

(6\/:“‘3:‘:%2' year’s caseload to that fro
™m

/ " . . . . . o eq aqe
/,____._————rc) Fingerprinting, drug testing, and whole grant sanctions shall not be considered eligibility
changes that must be disregarded for purposes of calculating the caseload reduction

(o}
a (€€m&(\' factor. This will be accomplished by listing eligibility changes in the regulation without
?\) A seuwsd
e

not grant reasonable cause exceptions to penalties to
fcent of their caseload from the five year time limit due to the
tic violence waivers.

uld provide states with a choice of applying the two
overall caseload reduction as a credit to the two parent

allow states to exclude “based on nature of benefits
the separate State program when comparing a given
Y 1995.

listing these items and making clear on the Caseload Reduction Report form that these
policies are not eligibility changes.

7. Waivers -

a) 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
)r credit.

/ b) 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 compliance plan, or to receive reduced penalties or a penalty based on
degree of non-compliance.

¢) Prior law definitions of work activities may not be continued under waivers.

d) Waivers that are inconsistent can only be continued in the same geographic areas as
they were originally approved in the waiver{gn_d were in effect on date of inic’tl_n_egﬂ

e) In order to continue a waiver Ingopsistent with PRWORAs time limits or work
A’@fC”/IQ requirements, the state must ngtify the Secretary in writing in a letter signed by the

— governor.

QX\/\S?Q 8. Administrative Costs - In

definition of administratiyeCosts.
\ Gyt Y2
rfvom HYy ‘S 10/26/97

I

& case management and eligibility determination in the




Child Only Cases -- Revised 11/5

States have flexibility to define the terms:

1) "families... that include an adult or a minor child head of household" as used in Section
407(b)(1)(B)(i) to regarding the calculation of the participation rates; and

2) “a family that includes an adult" used in Section 408(a)(7)(A) regarding the five year
time limit.

However, states may not define these terms in a manner which excludes families for the purpose
of avoiding penalties.

Where the Secretary finds that a state has excluded families for the purpose of avoiding a penalty

for work participation or time limits, she shall include those families in the calculation in Section !
407(b)(1)(B)(i) and Section 408(a)(7)(A). W

States shall report annually to HHS on the number of families excluded from the calculation in
Section 407(b)(1)(B)(i) and Section 408(a)(7)(A) and the circumstances underlying the exclusion.



OQriginal proposal: Fingerprinting, drug testing, and whole grant sanctions shall not be considered
eligibility changes that must be disregarded for purposes of calculating the caseload reduction
factor.

Revised proposal: Changes such as ﬁngefprinting that help_enforce existing eligibility standards or
document identity shall not be considered eligibility changes for the purposes of calculating the
caseload reduction credit. _ //
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§274.3 How can a State avoid a penalty for failure to comply
with the five-year limit?

(a) We will not impose the penalty if the State
demonstrates to our satisfaction that it had reasonable cause for
failing to meet the five-year limit or it completes a corrective
compliance plan pursuant to §§ 272.5 and 272.6 of this chapter.

(b) (1) In addition, we will determine a State has
reasonable cause if it demonstrates that it exceeded the 20
percent limitation on exceptions to the time limit because of

- good cause waivers provided to victims of domestic violence.

(2) (i) To demonstrate reasonable cause under paragraph
(b) (1) of this section, a State must provide evidence that, when
cases with active good cause waivers are excluded from the
calculation, the percentage of cases receiving federally-funded
‘asgistance for more than 60 months did not exceed 20 percent of
the total.

) (ii) To qualify for exclusion, such cases must have good
cause domestic violence waivers that:

(A) Reflect the State's assessment that the individual was
temporarily unable to work because of domestic violence;

Hﬁ;/ (B) Were in effect after the family had received federally-
funded assistance for 60 oxr more months; and

(C) Were granted appropriately, in accordance with the
criteria specified at §270.30 of this chapter.

(iii) If a State fails to meet the criteria specified for
"good cause domestic violence waivers" at §270.30 or any of the
other conditions in paragragh (b) (2) (ii) of this section, the
Secretary will not grant reasonable cause under paragraph (b) (1)
of this section.

Section 33030 )

. Good cause domestic violence waiver means a waiver of one

>r more program requirements granted by a State to a victim

of domestic violence under the Family Violence Option that
is: (1) based on an individualized assessment; (2)
temporary; and (3) accompanied by an appropriate services

plan designed to provide safety and lead to work.



TUE PRESIDEMT HAS SEEN
1~30-Q7

THE WHITE HOUSE
WASHINGTON

January 29, 1997

MR. PRESIJENT:

The attached memo from Bruce Reed and Elena Kagan reflects
a joint recommendation from DPC and HHS on how to proceed
with implementing the portion of the maintenance-of-effort
provision in the welfare law that restricts how states can spend
these funds.

Erskine, Sylvia, Rahm and Marcia concur in the approach and
OMB has no objections to the memo.

In order for the plan to be rolled-out to various Governors in
advance of the NGA meeting, Bruce/Elena and IGA would
appreciate your action as soon as possible.

: Phil Caplan
X Al
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THE WHITE HOUSE\ THE PRESIDENT MAS SEEA

WASHINGTON4 ' C 3o-~9 M)
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January 28,
MEMORANDUM FOR THEQS‘DENT ) 0%4%4%&%%
Vel

FROM: BRUCE REED /#r |
ELENA KAGAN &7 Qﬁo\ 6
Q‘Q, 7
SUBJECT: WELFARE LAW IMPLEMENTATION ISSUE

Before the NGA meeting, we need to give states an answer to the question of whether a
state must comply with the welfare law’s requirements in order to get maintenance-of-effort
credit for a state expenditure. States would like to spend their money in separate, non-TANF
programs, free from all federal restrictions, but still counting toward the maintenance-of-effort
standard. Allowing them to do so, however, may deprive the federal government of a great deal
of money and may undermine the law’s work requirements. This memo contains a joint HHS
and DPC recommendation as to the proper Administration approach to this issue.

Background and analysis

As you know, the maintenance-of-effort provision of the welfare law requires states to
spend each year a set percentage of their FY 1994 welfare expenditures. Each state meeting its
work participation rate must spend 75 percent of FY 1994 expenditures; any state failing to meet
its rate must spend 80 percent of that sum. If a state fails to spend this amount of money, its next
year’s block grant is reduced accordingly.

The question here concerns the restrictions that apply to expenditure of these
“maintenance-of-effort funds.” (All agree that no federal restrictions apply to state monies for
which the state is not seeking maintenance-of-effort credit.) The law is clear that certain
restrictions -- the limits on benefits to aliens and the five-year time limit -- do not apply to
maintenance-of-effort funds. The law is far less clear as to whether other requirements apply.
But it 1s difficult, as a legal matter, to pick and choose among these remaining requirements:
HHS cannot, for example, say that work requirements, but not reporting requirements, apply.

The governors have argued vehemently that applying federal restrictions to state
maintenance-of-efforts funds would impede state innovation. And because the advocacy groups
would like to undermine some of the federal requirements -- particularly regarding work -- they
have joined the states in taking this position.

But a completely “hands-off” approach -- which would allow the states to set up wholly
independent programs, free of all federal restrictions, with maintenance-of-effort dollars -- poses
two significant problems. First, states could place the families most likely to make child support




;
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payments in the state-only program and thereby avoid sharing child support collections with the
federal government. OMB estimates that the amount of money at stake could exceed $1 billion
per year.

Second, such an approach could seriously undermine the work provisions of the welfare
law. As you know, the law requires states to show, on pain of financial penalty, that a certain
percentage of families receiving assistance under TANF are engaged in work. The governors’
approach would allow states to get around this requirement by transferring their hardest-to-
employ welfare recipients from the TANF program (where they would count as part of the
denominator in calculating the percentage) to a separate state program funded by maintenance-
of-effort dollars (where they would not so count). Indeed, under one interpretation of the law,
such a transfer might count as the kind of “reduction in caseload” that operates to reduce the
minimum participation rate applicable to the state. Hence by the simple device of shifting
beneficiaries from one program to another, a state could simultaneously make it easier to meet
the existing participation rate and lower the participation rate applicable in the future.

Recommendation
To provide the states with needed flexibility, protect the government’s share of child
support collections, and maintain the integrity of the law’s work participation requirements -- and
to do all this in a legally defensible way -- HHS and the DPC recommend the following actions:
1. Interpret the law so as to give the states far-reaching discretion and flexibility over
maintenance-of-effort funds. Under this interpretation, states can set up programs that are free of

any of the welfare law’s prohibitions and requirements.

2. Adpvise states that they should not use their own programs to appropriate child support

collections that otherwise would go to the federal government; issue regulations authorizing N pf (n
HHS to collect the data necessary to monitor whether states are using their programs for this Voas 7
purpose; and work with both the governors and Congress to ensure that states do not do so. ﬁ '

Conversations with Governors have suggested a willingness to work cooperatively on this issue. (S
We also have every reason to think that Congress -- which in assessing the budgetary impact of

the bill, did not envision a reduction in federal child support collections -- would legislate a

remedy if that is necessary.

3. Issue a regulation providing that a state cannot receive a reduction in its participation
rate for reducing its caseload unless the state shows that the caseload reduction is real and not
simply the result of transferring beneficiaries from TANF into a separate state program. Such a \}k 5
regulation, which rejects the interpretation of the law most beneficial to states, will prevent states
from decreasing their obligation to put people to work through making purely formal changes in RC
the structure of assistance programs.

—_——— el
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i.e., an§ mitigation in penalty for failure to metes -- unless the state shows N |
__that it has not used its own program to escape the force of work participation rates. This Wot |
regulatlon will create a disincentive for states to use their own programs as dumping grounds for e — \
hard-to-place beneficiaries. Com ,
C. (k A, 7. ‘
5. Issue aregulation providing that HHS will look at a state’s overall work effort -- i.e., b, o
its success in putting to work the beneficiaries of both TANF and separate state programs -- in ] 7‘-
determining whether the state qualifies for a hi gh performance bonus. This regulation too will
Coy ,/
encourage states to make real efforts to place in work activities those individuals who receive A
assistance from separate state programs. H‘f (9 ¢

6. Work with Congress and the Governors to enact a legislative clarification to ensure
that states do not use their discretion over maintenance-of-effort funds to evade the participation
requirements. Specifically, we will seek language making clear that calculation of whether a
state has met the applicable participation rate shall take into account the state’s success in placing
in work activities the participants in both the TANF program and any separate state program that
counts toward the maintenance-of-effort standard.

Together, these steps should give governors broad flexibility to run their own programs
without giving them perverse incentives to evade the work requirements. Please let us know if
this resolution of the issue meets with your approval. If it does, we would like to roll out this
program prior to the NGA meeting.
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-/g | DEPARTMENT OF HEALTH & HUMAN SERV_ICES

ADMINISTRATION FOR CHILDREN AND FAMILIES
370 UEnfant Promenade, S.W.
Washington, D.C. 20447

January 31, 1997

Mrs. Martha S. Nachman

Commissioner

Alabama State Department of Human Resources
50 Ripley Street

Montgomery, Alabama 36130-4000

Dear Mrs. Nachman:

We have heard from many State leaders about the need for Federal
guidance on Key policy questions to assist in their efforts to
successfully implement the new welfare reform law. In response,
we have been periodically sharing with you information on
critical areas of the law.

The -enclosed announcement gives you the flexibility you need to
design a Temporary Assistance for Needy Families (TANF) program
that is responsive to your State’s needs and upholds the central
goal of welfare reform: moving people from welfare to work. In
it we provide guidance in several areas of policy important to
implementation of TANF, including maintenance of effort and the
definition of assistance. g

We hope you will find this information useful as you plan and
implement your new TANF program. We are committed to continuing
to work with you on successful implementation of the new law. '

Sincerely,
’ . ‘ -~
(= PPty 77
Lavinia Limén
Director :
Office of Family Assistance

Enclosure



Temporary Assistance for U.S. Department of Health and Human Services

Administration for Children and Families

Needy Families Washigion DC 2047
Policy Announcement
No. TANF-ACF-PA-97-1 Date: January 31, 1997
TO: : State agencies administering the Temporary Assistance for Needy Families

program and other interested parties.

SUBJECT: Guidance concerning maintenance of effort, definition of assistance and

other provisions in the Personal Responsibility and Work Opportunity
Reconciliation Act of 1996.

BACKGROUND: This announcement provides guidance in several areas of policy important

to implementation of the Temporary Assistance for Needy Families
Program.

INQUIRIES: Comments and questions should be directed to the appropriate
Administration for Children and Families (ACF) Regional Administrator.

.. .
%L &%ﬁp
Lavinia Limén

Director
Office of Family Assistance




I. Nature and Purpose of this Guidance

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

Within this context, we are planning to focus our proposed TANF regulations on areas where
Congress has expressly provided for the Secretary to take action -- i.e., with respect to data.
collection, penalties and bonuses. We have also been undertaking extensive outreach to ensure
consultation with a wide range of persons and organizations holding perspectives on children and
families. To date, we have asked State executive and legislative officials and their national
representatives, advocates, local government representatives, non-profit organizations and
foundations, labor, and business organizations to participate in this consultation process.

Because State legislative sessions are starting and the TANF statute is so far-reaching, we have
frequently heard of the need for early guidance on certain issues of immediate importance to the
development of State programs. Among these issues are Federal requirements related to the
expenditure of Federal grant funds, including the definition of "assistance" which triggers these
requirements; the scope of State flexibility in using State funds which qualify as expenditures for
maintenance-of-effort (MOE) purposes; and State flexibility in using State MOE funds in State
programs operated apart from TANF. '

Consequently, we are providing preliminary guidance on these important issues. However, because
of the scope of the TANF statute, and the interrelationships among its many pieces, it is important
to note that many other questions will be answered through the regulatory process. We believe the
guidance reflects Congressional intent on TANF policies, and that it will promote program
accountability, support substantial innovation in program design, provide States the flexibility they
need to serve needy families effectively, and help achieve the central goal of welfare reform:
moving people from welfare to work. '

Key Points
The guidance makes the following key points:

1) States have the flexibility to count, toward their general TANF MOE requirement,
expenditures of State funds under separate State programs. These expenditures must meet
the statutory requirements for "qualified State expenditures, " including the requirement that
they are made on behalf of "eligible families," but are not subject to requirements which
apply to the TANF program. (see section VI discussion and chart).

Because the statutory language for Contingency Fund MOE is different, States do NOT have
the flexibility to count expenditures under separate State programs for the purpose of meeting
the Contingency Fund MOE. All expenditures counted toward the 100% Contingency Fund

MOE requirement must be made under the TANF program and therefore must meet TANF
requirements. :
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2) In order to ensure that State decisions to establish separate programs do not undermine
the work provisions of the new law, undercut Congressional intent to share child support
collections between the Federal and State governments, or have other negative consequences,
we will be taking steps to obtain additional information on State practices, exercising the
administrative authority available under the statute to support the legislative goals of
PRWORA, and seeking certain legislative changes (see discussion in section II below).

—

3) Under the definition of "assistance” included in section VII, all but two forms of
assistance provided to families under the TANF program would be considered "assistance. "
Thus, TANF requirements such as time limits, work requirements, assignment of child
support, and data collection are applicable (depending on the nature of funding involved).

4) During the interim period before final rules are available, any penalty decisions will be
based solely on whether violations of the statute occurred. Further, statutory interpretations
forthcoming in final rules will apply prospectively only; they will not be a basis for penalties
during this interim period. States will need to conform their programs to Federal rules after
final rules are promulgated. '

II. Ensuring Positive Impacts

Program Accountability. At this point, we do not know what States will do with the flexibility
they have to set up separate programs which qualify for MOE purposes, but are not ‘subject to many
of the TANF rules (see section IV). The flexibility provided in this guidance gives States the
opportunity to try out some innovative and creative strategies for supporting the critical goals of
work and responsibility. For example, States might choose to use State funds to support a State

EITC or transportation assistance that would help low-wage workers keep their jobs.

At the same time, States could use this new flexibility in ways that might undermine important goals | !
of welfare reform. In particular, we are concerned that States could design their programs so as to I
avoid the work requirements in section 407 or to avoid returning a share of their child support 'i
collections to the Federal government.

We believe it is our responsibility to use the administrative avenues available to us to mitigate these
potential negative consequences. '-

WORK

We intend to take administrative action to collect information about the families served by States
under their separate MOE programs, so that we can: 1) better identify which States are truly _
successful in serving needy families; and 2) promote work and the other legislative goals. For
example, in the proposed regulations we are developing on work requirements, penalties, and high
performance bonuses, we intend to require that information be provided on families served by
_separate State programs and, to the maximum extent possible, consider the effects of State policies
in setting up separate programs. More specifically, we intend to propose regulations to:

> deny States any reduction in the work participation requirements applicable to them (i.e., not
give them credit for caseload reductions) unless they provide us with caseload information CRc.

—————

3



for separate MOE as well as TANF programs, and they demo te by this data that TANF (* RC
caseload reductions are not artifacts of the way they structured their programs (i.e., the result
of transferring beneficiaries from TANF to separate MOE programs); juH Huat pona /9

> deny "reasonable cause" to a State whose MOE pOlici@o circu:;élt the work
requirements of the Act. If a State fails to meet the participation rate, the Secretary would - P
not entertain "reasonable cause” considerations unless the State provided information about en
- its MOE program. It must@lIs® demonstrate that it was making a good faith effort in the
work area with respect both to its TANF and its separate programs an t 1t was not
using its separate MOE program to evade the force of the work participation rates; and

> look at a State’s gverall work effort in_deciding whether it qualifies for a high performance / I ()
bonus, i.e., a State’s success with its TANF program cannot be adequately judged without €’i£
knowing how the State’s TANF and separate MOE programs are configured and what is
happening to needy families in the separate MOE programs.

Additional information on participants in separate MOE programs will help us evaluate whether
work goals are being undermined and publicly report our findings.

To ensure that we have critical information which will enable us to determine whether the work and
other legislative goals are being achieved, we will propose a change to the statutory provisions on
data collection which will enable collection of information on recipients served by separate State
programs. that are used as MOE.

This guidance sets forth our best current interpretation of the statutory language on the fiscal and
programmatic implications of different program configurations. However, we would consider a
different interpretation in the final TANF regulation if we learn that the work provisions are being
undermined during this interim period.

Also, we strongly advise States to think carefully about the risks to the long-term viability of their
TANF program if they rely too extensively on separate State programs. Because States cannot
receive Contiigency Funds unless their expenditures within the' TANE program are at 100 percent
of historical State expenditures, excessive State reliance on outside expenditures for their TANF
MOE may make access to Contingency Funds much more difficult during economic downturns.

Finally, we intend to work with Congress and the Governors in a bipartisan fashion to ensure that
each State’s overall work effort meets the statute’s work participation requirements. Specifically,

we will seek language making clear that calculation of whether a State has met the applicable
participation rate shall take into account the State’s success in placing participants in both TANF and
MOE programs in work activities. '

CHILD SUPPORT

In assessing the potential budgetary impact of this bill, Congress apparently did not envision major
losses in the Federal share of child support collections. We are advising States not to set up

separate State programs which retain what would otherwise be the appropriate Federal share of child
support collections. : '



In order to track State practices in this area, as part of the regulatory efforts proposed above, we
will seek to incorporate requirements for States to report child support information for families in
State MOE programs, as well as TANF. Likewise, in our legislative proposal on data collection for
recipients served outside the TANF program, we will be asking for authority to collect child support
data.

We also intend to work with the Governors and the Congress to identify approaches that will ensure
that States do not use the flexibility provided to retain Federal dollars in State coffers.

Summary. Because the States’ ability to set up separate State programs can result in much more
responsive and effective programs, we do not want to stifle creative State thinking about how best to
serve their needy families and children. We will monitor the overall implementation of this
legislation to assess whether the goals of welfare reform are being achieved. We will work with the
Congress and the Governors on legislative remedies in the areas noted.

ITII. Overview of Guidance.

This section summarizes the remaining sections of the guidance, provides some additional context,
and sets forth our policies on penalties in the interim period before final rules are available.

Section IV. Basic State Options in Program Design (p. 6) - a conceptual framework for the -

TANF program and its Federal and State components.

Section V. Use of Federal Funds (P 7) -- the flexibility available to States and the limits on
use of Federal funds, including restrictions on the assistance payable with Federal funds.

Section VI, Basic Requirements Governing State MOE Expenditures (p. 9) -- the
requirements governing State expenditures that qualify for TANF MOE purposes and the
expanded flexibility available to States to expend State funds on certain needy families,
including certain immigrants, individuals who exceed the time limits and teen parents.
[NOTE: The immigrant policy on pp. 11-12 gives States broader flexibility to spend State
MOE funds on immigrant families than was previously indicated in guidance sent to State
Commissioners on October 9, 1996. The new interpretation reflects the additional work
done on interpreting "State program under this part” and on trying to find the appropriate
meaning for the many pieces of the statute which directly and indirectly speak to this issue.]

Section VII._Definition of Assistance (p. 14) -- guidance needed to assess the scope of key
TANEF provisions, including time limits, work requirements, child support assignment, and
data collection.

Section VIII. Conclusion (p. 15)

Section IX. Overview of TANF Provisions (p. 16) -- a chart depicting the applicability of
key provisions in the TANF statute, depending on whether Federal or State funds -- and
whether a State TANF program or a separate State program -- are involved.



We recognize that this guidance does not provide answers to all the major issues and does not
answer many specific questions. Through the regulatory process, we will provide broader and more
specific guidance. The rulemaking process will also permit us to take into consideration ongoing
input we receive from various interested parties.

Interim Penalty Policies. We want to strongly encourage State efforts to implement effective and
innovative program designs and develop targeted service strategies which will produce the best
outcomes for families (including those with special needs, such as those headed by grandparent
caretakers). Thus, during this interim period, States should not be unduly fearful of incurring
penalties under section 409. Before Federal regulations are in effect, States will not be subject to
penalties under the new law so long as they implement programs which are related to the intent of
the statute and operate within a reasonable interpretation of the statutory language.! Also, there are
possible "reasonable cause" exceptions and an opportunity to undertake corrective compliance before
imposition of most penaities.

IV. Basic State Options on Program Design

To understand the basic options available to States under the new title IV-A, it is important to make
note of some of the key terminology used in the statute.

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

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

What counts as a State expenditure for TANF maintenance-of-effort (MOE) purposes is governed by
the language in the new section 409(a)(7) of the Social Security Act. The statutory language in this

- section allows- expenditures "in all State programs"” to count as TANF MOE when spent on "eligible
families” and meeting other requirements.

When the statutory provisions are read with these terms in mind, it is possible to distinguish three
different types of program configurations under the new title IV-A: TANF programs funded by
expenditures of Federal grant funds or by co-mingling of State funds and Federal grant funds;
TANF programs where Federal grant and State funds are segregated; and programs outside of
TANF and funded by expenditures of State funds, but counting toward meeting the State’s MOE

! This would include the requirement that both Federal and State "maintenance-of-effort"
expenditures must generally support the Statutory purposes outlined in section 401 of the Social
Security Act, as amended.

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



requirements. The language used in a specific TANF provision (or in a related provision elsewhere
in the statute) will determine its applicability to these three types of programs.

In order to tailor programs to meet the specific needs of families moving from welfare to work,
States may find some advantage to segregating Federal and State TANF dollars or spending State
MOE funds in separate programs outside of TANF. We encourage States to take great care in
making such decisions and to ensure that any such decisions are consistent with meeting the goals of
the program.? '

The definition of "assistance" is also a critical factor in determining the applicability of key TANF
provisions. This paper includes a separate discussion of that definition.

V. Use of Federal TANF Funds

Compared to prior law, the TANF statute provides States with enormous flexibility to decide how to
spend the Federal funds available under section 403. In repealing the IV-A and IV-F statutes,
Congress freed the States from very detailed rules about the types of families that could be served,
the benefits that could be provided, administrative procedures that needed to be followed, etc.
However, to ensure that programs would achieve key program goals, the new statute imposes
certain requirements and limitations on how States can use Federal funds to provide assistance. To
a lesser extent, it also limits State flexibility on how to use State funds that count toward MOE.

The key provisions applicable only to the use of Federal funds are time limits, restrictions on
expenditures for medical services and prohibitions on assistance to certain individuals and families,
including certain aliens* and teen parents. Also, when Federal TANF funds are spent, all
provisions applicable to the TANF program apply. Most importantly, work requirements, data
collection, and requirements for child support assignment and cooperation apply.

More specifically, provisions governing the use of Federal TANF funds are found in three sections
of the statute.

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

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

* Later in the paper, we provide a chart summarizing the applicability of key provisions of the
statute to the different program configurations. We also summarize the rules governing allowable
uses of Federal and State MOE funds. Because of the complexity of the TANF statute, States should
review all of these sections in concert, together with the underlying statutory language, in deciding
what program design to pursue.

4 Othe_r restrictions on the use of State funds for aliens are contained in title IV of the PRWORA.
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--The statute specifies that assistance to low-income families for home heating and
cooling costs falls within the purview of category (a) above.

| --To fall under category (b), the expenditure would need to be recognized as an
allowable expenditure under the State’s approved IV-A or IV-F plan in effect as of
September 30, 1995.

> Administrative expenditures may not exceed 15 percent of the total grant amount.
The statute specifically excludes expenditures on "information technology and
computerization needed for tracking or monitoring" required by or under TANF.

> States may transfer up to 30 percent of the total grant to either the Child Care and
Development Block Grant or the Social Services Block grant program.

--No more than 1/3 of the total amount transferred may go to the Social Services
Block grant.’

--Once transferred, funds are no longer subject to the requirements of TANF, but are
subject instead to the requirements of the program to which they are transferred.
However, funds transferred to the Social Services Block grant may only ‘be spent on
children or families with income below 200 percent of poverty.

> States may reserve their Federal TANF funds for future TANF expenditures without
fiscal year limitation. ' o

> States may also use their Federal TANF funds for employment placement programs
and for programs to fund individual development accounts.

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

1) provide assistance to families that do not include a minor child residing with a custodial
parent or other adult caretaker relative (or a pregnant individual);

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

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

° In other words, States must transfer $2 to the Child Care and Development Block Grant in
order to transfer $1 to the Social Services Block Grant.

¢ Section 408(a)(2) provides that there must be a deduction of not less than 25 percent and the
State may deny the family any assistance.



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

5) provide assistance to unmarried parents under age 18 who do not live in appropriate adult-
supervised settings (unless exempt);

6) pay for medical services, except pre-pregnancy family planning services;

7) provide cash assistance for a 10-year period following conviction of fraud in order to
receive benefits in more than one State; -

8) provide assistance to fugitive felons, individuals ﬂee'ing felony prosecution or violating
conditions of probation, and parole violators; or

9) provide assistance for a minor child who is absent (or expected to be absent) from the
home, without good cause, for a specified minimum period of time.

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

V1. Basic Requirements Governing State MOE Expenditures'

TANF’ MOE Requirements—-General. States may expend their MOE funds on a broad range of
activities without necessarily triggering Federal TANF requirements (such as time limits). Although
States have significant discretion, especially with respect to State expenditures they make under
separate State programs, there are statutory requirements which define the State expenditures which
can be counted as TANF MOE. These are found at the new section 409(a)(7) of the Social Security
Act. '

Section 409(a)(7)(A) provides for a dollar-for-dollar reduction in a State’s State Family Assistance
Grant (SFAG) to the extent that "qualified State expenditures” in the immediately preceding fiscal
year are less than an applicable percentage of "historic State expenditures.” "Historic State ,
expenditures" are subsequently defined to include expenditures by the State for FY 1994 under title’
IV-A (AFDC, EA, and child care) and IV-F (JOBS), as in effect during FY 1994 8

If a State fails to meet the work program participation requirements for a fiscal year, its MOE
requirement is set at 80 percent of "historic State expenditures.” If a State meets these
requirements, its MOE requirement is set at 75 percent of historic State expenditures.

7 For Contingency Fund MOE purposes, State expenditures outside the TANF program do not
count. See discussion in the following subsection for a further explanation.

# See section 409(a)(7)(B)(iii) fdr the statutory provisions governing the definition of historic
State expenditures.



Also, in determining a State’s MOE requiremem,. any IV-A expenditures made by the State in 1994
on behalf of individuals now covered by a Tribal TANF program are excluded from "historic State

expenditures. "

Contingency Fund MOE Requirements. MOE requirements governing State access to the
Contingency Fund are found at section 403(b) and 409(a)(10). In general, this paper does not
address special requirements pertaining to the Contingency Fund MOE. However, for the purpose
of program planning, it is important for States to note that only State expenditures made within the
TANF program count toward the Contingency Fund MOE. State expenditures in outside programs
may count toward the TANF MOE, but they do not qualify for Contingency Fund MOE
purposes.'©

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

Section 409(a)(7)(B)(i) defines "qualified State expenditures” as total expenditures by the State in a
fiscal year under all State programs for the following activities with respect to "eligible families":

(aa) - Cash assistance;

(bb) - Child care assistance; _

(cc) - Educational activities designed to increase self-sufficiency, job training, and
work, excluding any expenditure for public education in the State except which involve
the provision of services or assistance to a member of an eligible family which is not
generally available to persons who are not members of an eligible family; _
(dd) - administrative costs in connection with the matters described in items (aa), (bb)
and (cc) and (ee), but only to the extent that such costs do not exceed 15 percent of
the total amount of qualified State expenditures for the fiscal year;

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

~ Meaning of "Eligible Families." Under the new section 409(a)(7)(B)(i)(I) of the Social Security
Act, in order to count as qualified State expenditures for MOE purposes, State expenditures must be

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

' The statutory language in both sections dealing with Contingency Fund MOE refers to State
expenditures "under the State program funded under this part.” The TANF MOE counts expenditures
“under all State programs," if otherwise qualified. '
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made with respect to "eligible families.” Subclause (III) defines "eligible families" for this purpose
to mean families eligible for assistance under the State TANF program and families who would be
eligible for assistance except for the time-limit provision and the alien restrictions at section 402 of
PRWORA.

We interpret this language to mean that State expenditures count as MOE only if made to or.on
behalf of families which:

> have a child living with a parent or other adult relative (or to individuals which are
expecting a child); and :

> are needy under the TANF income standards established by the State under its TANF
plan."

Finally, many of the restrictions at section 408 -- including the teen parent provisions and the
provisions on denial of assistance in fraud and fugitive felon cases -- do not apply to State MOE
expenditures because they are written as restrictions on the use of the Federal grant. Additional
information on these restrictions can be found in the chart and the discussion on use of Federal
funds.

Allowable Immigrant Expenditures.!? States have the flexibility to use ‘State MOE funds to serve
"qualified"" aliens. They also have the flexibility to use Federal TANF funds to serve "qualified"
aliens who arrived prior to the enactment of the PRWORA (August 22, 1996). For "qualified"
aliens arriving after enactment, there is a bar on the use of Federal TANE funds which extends five
years from the date of entry."

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

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

2" As noted on P. 2, the following immigrant policy gives States broader flexibility to spend State
MOE funds on immigrant families than was indicated in guidance sent to the State Commissioners on
October 9, 1996 (i.e., in the answer to Q. 3). The new interpretation reflects the additional work
done on interpreting "State program under this part” and on trying to find the appropriate meaning for
the many pieces of the statute which directly and indirectly speak to this issue. '

" As defined under section 431 of PRWORA .
' Pursuant to section 403(b) of PRWORA, the ﬁve-year bar does not apply to refugees, asylees,

aliens whose deportation is being withheld under section 243(h) of the Immigration and Nationality
Act, and U.S. veterans and their spouses and unmarried dependent children.
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States also have the flexibility to use State MOE funds to serve legal aliens who are not
"qualified" .S

Finally, under section 411(d) of PRWORA, States have the flexibility to use State MOE funds to
serve aliens who are not lawfully present in the U.S., but only through enactment of a State law.
after the date of PRWORA enactment, which "affirmatively provides" for such benefits.

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

.General restrictions. Pursuant to section 409(a)(7)(B)(iv), the following types of expenditures may
NOT be included as part of a State’s MOE:

(1)  expenditures of funds which originated with the Federal government;
(2) ~State Medicaid expenditures;

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

(4)  expenditures which States make as a condition of receiving Federal funds under other
programs. !¢ '

Special Child Care Rules. The statute provides an exception to restriction (4) for certain child care
expenditures. When the following requirements are met, expenditures by a State for child care may
satisfy both the TANF MOE requirement and the MOE requirement related to accessing child care
matching funds at the new section 418(a)(2)(C) of the Social Security Act. First, the amount of _
child care expenditures countable for TANF MOE purposes may not exceed the child care MOE - -
requirement for the State. Secondly, to count as TANF MOE, the expenditures must meet all the
other requirements of section 409(a)(7); to count as child care MOE, expenditures must be allowable

'* There is a technical problem in section 411 of PRWORA that prevents States from providing
State or local public benefits to a handful of categories of legal aliens, e.g., temporary residents under
IRCA, aliens with temporary protected status, and aliens in deferred action status. The structure of
section 411 indicates Congress’ belief that section 41 1(a) included all groups of aliens lawfully present
in the U.S. Therefore, the Administration has proposed a technical amendment that would allow
States to provide State or local public benefits to all aliens lawfully present in the U.S.

' Note the special child care rules below.
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under the requirements of the Child Care and Development Fund.!” Before claiming child care
expenditures under both MOE provisions, States need to check that the expenditures in fact meet the
requirements of both programs. (E.g., there may be different families eligible for child care
assistance under the two programs which prevent all expenditures from counting as MOE in both.)

Because of general restriction (3) cited above, child care expenditures by the State which are
matched with Federal funds (pursuant to section 418(a)(2)(C)) do not qualify as expendimres for
TANF MOE. "

Interpi‘etation of MOE Exclusion Language. Numerous questions have arisen about the language
at section 409(a)(7)(B)(i)(II), entitled "Exclusion of Transfers from Other State and Local
Programs. "

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

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

Section 409(a)(7)(B)(i)(II)(bb) can be read as an exception to the general rule in (aa). It would
allow a State to make expenditures in programs outside of TANF which were previously authorized
under section 403 (and allowable at the time of enactment) and get full credit for such expenditures.
In other words, there is not a requirement that these expenditures be additional or new expenditures
. (above FY 95 levels).

Through regulation, we do expect to require that States be able to document that any outside
expenditures they claim for MOE purposes meet the requirements of (aa).! At a minimum, States
would have to identify the outside programs whose expenditures will be reflected as State MOE,
establish what the State contributions to such programs were in the 12 months preceding October 1,

'” This is the name given by ACF for all the child care funding streams under title VI of
PRWORA, including the discretionary Child Care and Development Block Grant and the non-
discretionary funds under section 418 of the Social Security Act.

'8 Likewise, State expenditures which are used to qualify for Federal child care matching funds do
not qualify as child care MOE.

' Pursuant to the Paperwork Reduction Act of 1995, States will not be subject to specific
documentation or reporting requirements prior ta OMB approval.
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1995, and document the total State expenditures in such programs for the preceding fiscal year.
States would also have to provide evidence that expenditures in outside programs which they want
credited as MOE be expenditures on behalf of "eligible families". This evidence may be in the
form of documentation of eligibility rules and procedures, or in other forms established by the
State.?

VII. Definition of Assistance

The terms "assistance” and "families receiving assistance” are used in the PRWORA in many
critical places, including: 1) in most of the prohibitions and requirements of section 408, which
limit the provision of assistance; 2) the denominator of the work participation rates in section
407(b); and 3) the data collection requirements of section 411(a).* Largely through reference, the
term also affects the scope of the penalty provisions in section 409. Thus, it is important that States
have some idea of our views of what constitutes assistance. At the same time, because TANF
replaces AFDC, EA and JOBS, and provides much greater flexibility than these programs, what
constitutes assistance is less clear than it was previously.

Because States are currently making key program decisions. for which this information is relevant,
we are offering an initial perspective on the matter. Our general view is that, because of the
combining of the funding streams for AFDC, EA and JOBS, some forms of support that a State is
permitted to carry out under TANF are not what would be considered to be welfare. Thus, our
initial perspective is to exclude some of those forms of support as assistance. More specifically, we
would define "assistance" as every form of support provided to families under TANF except for the
following: :

1) services that have no direct monetary value to an individual family and that do not
involve implicit or explicit income support, such as counseling, case management,
peer support and employment services that do not involve subsidies or other forms of
income support; and 3

2) one-time, short-term assistance (e. 8-, automobile repair to retain employment and
avoid welfare receipt and appliance repair to maintain living arrangements).

We believe that these exclusions are consistent with Congressional intent to provide States with _
flexibility to design programs that will focus their resources on enhancing parental responsibility and
self-sufficiency. At the same time, it will enable them, for example, to exclude families who
receive no financial support from participation rate calculations and individuals who only receive

% States would also have to be able to document that MOE expenditures on educational
assistance and administrative costs meet the special limitations at sections 409(a)(7)(B)(i)(I)(cc) and
(dd), respectively.

2! In the absence of any statutory language or legislative history to indicate the contrary, we are

viewing the term "assistance" as having the same meaning wherever it occurs in the statute in phrases
such as "families receiving assistance” and "no assistance for..."
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one-time help in avoiding welfare dependency from requirements such as assignment of child
support rights.

The complexities involved in formulating a definition of "assistance" suggest that it is an area which
could be greatly illuminated by both State practice under TANF and by the rulemaking process.
Thus, we welcome suggestions from States and other parties as to what an appropriate definition
would be. '

VIII. Congclusion

As we continue to work on the development of proposed - and then final -- TANF rules, we
welcome comments and suggestions on major issues like those discussed in this paper. In
particular, we welcome suggestions about policy positions and administrative actions which we could
adopt which would help further the work objectives and other goals of welfare reform.
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IX. OVERVIEW OF TANF PROVISIONS IN DIFFERENT PROGRAM CONFIGURATIONS

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

Allowable expenditures

For purposes and as authorized
under IV-A or IV-F ag of
9/30/95

Count toward both TANF and
Contingency Fund
YMOEs. Must be for purposes
of program or for cash asst, child
care, certain education, or admin

costs

Count only toward TANF

MOE (not Contingency
Fund MOE). See State
TANF section for
allowable purposes.

15 % admin cost cap

Yes; ADP exception

Yes

Yes

Medical services

Only pre-pregnancy family

No specific restriction

No specific restriction

absent minimum period

planning
24-month ‘work reqt Yes Yes No
2-month work reqt Yes Yes No
407 work reqts Yes Yes No
work sanctions Yes Yes No
non-displacement Yes No No
child reqt Yes; “minor child” Yes * Yes *
child ineligible when Yes No No

child suppont

Assignment & cooperation
req’d. Share of collections to

Assignment & cooperation
req’d. Share of collections to

Assignment &
cooperation may not be

Fed gowvt. Fed govt. req’d. No share of
collections for Fed. govt.
time limit on assistance Yes No No
teen school attendance Required -No requirement No requirement

teen parent living
arrangements

Must be adult-supervised

No requirement

No requirement

Federal non-
discrimination statutes

4 statutes applicable

4 statutes applicable

No specific provision .-

fraud cases

10-yr exclusion

No exclusion

No exclusion

drug felons

Receive reduced benefits

Receive reduced benefits

No provision

data reporting

Required

Required

Not required

fugitive felons

Barred from assistance

No bar

No bar

' This column would also apply to programs where State MOE funds are co-mingled with Federal TANF funds.

2 Under this scenario, Federal and State funds are not co-

-- of the Federal TANF rules apply.

? These programs count towards State MOE.
MOE restrictions at section 409(a)(7).

~ * Per definition of “eligible families."
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Caseload Reduction Credit

Section 271.42 Which reductions count in determining the caseload reduction factor?

(a) Each State’s estimate must factor out any caseload decreases due to Federal

‘requirements or State changes since-E-¥—1995-that-affect-an-individual’s-eligibility-for-assistance—
These-include-

H-Changes in eligibility rules since FY 1995 that directly affect a family’s eligibility for
benefits (e.g., more stringent income and resource limitations or time limits);-and

A State need not factor out ealeulable the effects of enforcement mechanisms or procedural

requirements that are used to enforce existing eligibility criteria (e.g., fingerprinting or other

verification techniques) to the extent such mechanisms or requirements identify or deter families
that-were ineligible under existing eligibility rules.

Preamble language for Section 271.42

Thus, we propose to give States credit for caseload reductions except when those caseload

reductions arise from two kinds of changes in eligibility: (1) changes in eligibility rules that

directly affect a family’s eligibility for benefits (e.g., more stringent income and resource

limitations or time limits); or (2) changes in procedural conditions of eligiblity that also have a

direct and significant effect on caseloads by delaying or denying eligibility (e-g--decumentation-
. | betal Il iot of benefits),

Under this approach, we would not give States credit for caseload reductions due to new
procedural requirements where such requirements served simply as-an-ebstacle-that-had-the-effect
ef keeping to keep eligible families from seeking or receiving assistance. We would allow States

to get caseload reduction credit where they-can-shew-{throush-actual-casestudies—sampling_or
otherreliable techniques)-that new enforcement mechanisms or procedural requirements (such as

fingerprinting or other verification techniques) have resulted in the identification of families that
were ineligible under ex1stmg ehgnblllty rules, or the deterrence of such families from aDplymg for
benefits. In-making i eport-the rumbe :

Through this policy approach, we are seeking to achieve the balance identified by Congress: that a
State should receive credit for moving families off welfare, including by detecting and preventing
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fraud, but should not be able to avoid its accountability for work as a result of any changes that
restrict program eligibility.



IV. EFFECT ON STATES

mparison of Pr Is; Eff n_Connecti
State View of Effect | HHS Proposed Reg | Our Proposal
of New Law
Under waiver, state could offer | Continue Continue Continue, but only to
exemptions from and extensions extent that state had
to the time limits in implemented this
conformance with its waiver when law was passed
Definition of work that includes | Continue Continue No
unlimited job search
Individualized employability Continue Continue Continue, but only to
plans that allow state to tailor extent that state had
hours of work implemented this
when law was passed
Exempting categories of people | Continue No No
from work requirements and
participation rates
Old control group cases from Continue Continue, as long as | Continue, as long as
demonstration can continue all state maintains state maintains
AFDC policies research group research group
treatments for the treatments for the
purpose of purpose of
completing an impact | completing an impact
evaluation. evaluation.
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Examples - Inconsistencies Claimed vs. NPRM

The examples below illustrate the extent to which inconsistencies related 10 waivers identified
by states in the process of submitting TANF plans would be recognized under the NPRM in
relation 10 the calculation of the work participation rate and compliance with the 60-month

time limit on TANF assistance. N JJ‘\S\-‘
.
' COor }1
Connecticut . \}j\) ) i /H’M
M
Connecticut would be able to claim each inconsistency it has identified in regard to ij,“"-«' ' ] C\
time limits, including: | N ¢

exemptions from the time limit on assistance and indefinite extensions
of the time limit, withour a limit on the number of families receiving
such cxemptions or extensions.

The State could also support its claims pertinent to work requirements, but could not
go as far as they suggest regarding the participation rate calculation. For example,
the state claims inconsistencies related to:

4 . a broader definition of what activities and hours constitute participation
M- 1\ v e ' in work activities for purposes of calculating the participation rate; and
o
f .
1% broader exemptions from work requirements (inconsistent with both the
requirement that all parents participate after 24 months of receipt of
assistance and the participation rate calculations).

They may claim that prior law defining JOBS activities and applicable waivers
defining allowable JOBS activities such 4s unlimited job search define allowable work
activities under TANF. They could also claim their waiver structures individualized
employability plans which may tailor hours of required work activity to individualized
circumstances. Each.of these inconsistencies also have bearing on the calculation of
the participation rate.

However, inconsistencies claimed related to exemptions from work activities would
not be recognized under the NPRM. All cases with adults would be subject to work
requirements and included in the denominator of the participation rate calculation.

The state also explicitly claims:
differential treatment of control group cases, to the extent that it

constitutes a separate “program,” as opposed to a lack of uniformity in
the TANF program.
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This inconsistency is recognized under the NPRM for as long as the state maintains
research group treatments for the purpose of completing an impact evaluation.
Connecticut qualifies along with eight other states which received Federal funding to
continue impact evaluations under experimental design. Some of these others (like
Indiana) have also explicitly identified this inconsistency.

Hawaii

Hawaii intends to retain the waivers which exempt certain cases from both its time limit and
work requirements, and to exclude these families in the calculation of participation rates.
While the NPRM would allow the time-limited assistance exemptions to apply for the
duration of the waiver, it would not recognize the work participation exemptions.

The state also claims to have defined satisfactory participation for the purpose of calculating
participation rates as "patticipation in work activities for at least the average of not fewer
than 18 hours per week." The NPRM allows states to claim that the weekly hours of work
requirement is met by a lower threshold where a waiver provides for differential
requirements based on individualized circumstances specified in the waiver. Hawaii has such
provisions in their waivers, but for a limited class of individuals, _not universally as they
claim in their state plan. '

Massachusetts

Massachusetts would count in its determination of work participation rate all activities
formerly counted toward its JOBS participation rate, including job placement, job
readiness, job search, education, training, the Full Employment Program, Supported
Work, community service, any subsidized or unsubsidized job, and programs that
extend beyond the time constraints specified in the PRWORA such as a 2-year
community college program. This would be permissible under the NPRM.

However, Massachusetts indicates in its state plan (but, has not explicitly identified as
an inconsistency) that it will require a nonexempt recipient (including both parents in
a two-parent household) to work and/or perform comsunity service for 20 hours per
week. If the state tried to count this provision as requiring less than the prescribed
hours of work required under TANF to count towards the participation rate, we

would deny the claim under the NPRM. ™\ U_e\(/,\ _ "
: A Ay 7 Sl

Further, the state has been explicit that it intends to continue to apply the work
program exemptions established under its waiver demonstration as an inconsistency.
The NPRM would not recognize this inconsistency.
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New Hampshire

The state’s TANF plan identifies the inconsistencies related to waiver and prior law
definitions as to what counts as worK activities, including delaying the applicability of limits
on the proportion of cases engaged in educational activitics. However, the state also seek
tecognilion as an inconsistency its requirement that individuals engage in work once the state
determines the parent or caretaker is ready to engage in work, or once the parent ot
caretaker has received assistance for 24 months, whichever is ecarlier. The NPRM would not
recognize this inconsistency as a means (0 exempt an individual from work for the purpose of
determining the state’s participation rate.

South Dakota

Like other states South Dakota would have leeway under its waivers for determining what
counts toward work activities for the purpose of calculating its participation rate. However,
the state also wishes to continue to exempt disabled individuals from both work and the time
limits. Like other states who wish to exempt individuals from work participation, it would
not be allowed to do so as an inconsistency under the NPRM. As, for time-limited
assistance, South Dakota is an example of a state with waivers with time-limit rules related to
continuing, but not terminating, assistance.

In South Dakota, cases which received assistance in excess of their "time limit" must
participate in CWEP or alternative work experience activitics in order to continue to receive
benefits. Because it does not have a waiver terminating benefits after a set period of time,
the NPRM would allow no inconsistencies to be recognized related to time limits.

Virginia }aﬂﬂ 4 las

The state does not intend to limit either the duration or the number of job search assignments
1o which a participant may be assigned an{ each assigament will be calculated in the
participation rate for full allowable credit. \ Under the NPRM it would be allowed to do this
based on its waiver/—mw;unda the NPRM it could
claim other activities recognize under prior law for JOBS, including unlimited assignment to
cducational activities.

Virginia makes two claims to inconsistencies beyond what would be recognized in the
NPRM.

0 First, it intends to exempt from work persons under age 16 or over 59, full-
time students, incapacitated or disabled individuals, persons who are the sole
caregiver of another houschold member who is incapacitated, the parent of a
child under 18 months of age, caretakers other than parents, and women in
their fourth through ninth month of pregnancy. In effect, this would exempt
_gb}% percent of xash assistance recipients.

¢

~.
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Second, it notes that under waivers, Virginia has no lifetime limit on benefits.
Once a recipient has received cash assistance for 24 months and transitional
assistance for 12 months, he or she will be ineligible for 24 months, but there
is no restriction on the number of times a person may cycle on and off the
program. The would réquire Virginia to recognize the Federal 3-year
lifetime time-limit. It would recognize any exemptions from the time limit
ander the state’s time limit and it would allow any extension policies to also
apply to the Federal time limit. But, any assistance provided to families with
adults in excess of 60 months would have to be based on extension policies
allowed under the waivers or under the TANF hardship exemption.

U



VW]

PR Y

Ny

L L

e

1D -

Time Lmit

__Excmmplions

Extensions

Effective: 10/56 -
5.Year Timme Liomt: 10/01

Demonstratioz
Approved: 395
Inpleacaeed: 7/96
Timec Laxit: 8/9%
End Date: 12/01

36 out of 60 (waiver)

The TANF progran is bascd on
the Staes existing AFDCIOBS
State plans and approvoed

waivers.

& dependent child whe resafes wit 2
carctaker refative who is mot 3 mesaber o the
AFDC assistance uait

the assistance group is one for which staff of
the local county deparmment of borxan
services detormines daa the dme limit would
imgose 2 hardship

the assstance groop it headed by 20

tndt vidual who 5 exempt fran JO3S

the assistance goup i headed by an
ndividual who i not adle o actively
participat: in a JOBS compurent Eacanse
shefhe s on a waiting list as maimained by
the county departmen: of bxnan sexvices

or other good cause exists a5 deteamined by
crieria established by the csunty department
of human services

The Stre's outtine says it will defer ©© 20y
existing TANF provisi>as which nuy be in
conflict with ks AFDC and 3JOBS Sexte
plans.

Oregoa

TANF
Effective: 10:96
$-Year Time Limit: 1041

Democsratian
Approved: 3/96
l . 7196
Twne Limit: 3/98
End Date: 0642

L

2¢ withn 84 consceative

Lanit the duration of AFDC
benefs 0 1o more than 24
cunmiagve months i any perind
af B4 consccutive months.

2 moorh i which a dependent child receivicg
AFDC resides with a person othes than e
child’s mtural or adoptive parents

. up o 3 months within 2 2-year period for the

care of any family members who suffer
serious heakh conditions

2 bousehold with only onc parent it which
the basis of eligibility & the incapacity of that
parent or, in 2 houschold with twe parcats, if
bofh parenty are incapacitaed of (ae parent
is required in the home to care for an
incapacinied parent cr child

if a person is requited © perticipze In tie
JOBS Program, upicss the persom has boen
offered (e OppOTIINLY IO PATUCIRIC i &
edscatioa eopbyyment, ov job traming
program, inclafing ken puicmt Prograas of
is artchating ia an cmpioyment and
qaiging program, including job scarch
acHivites

A ferson who, acept for e time [im%
would be cligibk fos e AFDC benefis,
will become eligible to receve bencfits, in
excess of 24 months :f: a dependent chi'd
in ¢ two parert housedold and the primacy
wage carer dies; a dependent child resides
wit1 a person olber than the parens witk
whom the child lived while receivag AFDC
berefits; 3 parem of a dependent dild,
his;her dependent chiliren and the Statc will
deerming if the parent is making 2 ddigent
cffort in good fith w vbtin permancat
employmmat.  The oumbder of famiics ander
this may ant be more than 1% of ke wal
familics secivisg aid that month e 400
fauifses.
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Suate Time Limit Excmptions Extensions
South Carolina 24 owt of 120460 lifetirne head of the household s permarically of
totafly disabled, whethes physically or
TANE No more than 24 moxths out of menally
Effoctive: 10/56 {20 moots and for 0o more head of (e housebold is providing full-time

5 Year Time Limit: 1001

Demoastration
Approved: 5/%6
lmplermented: 10/96
Time Limii: [1/98
End Date: 98/04

thzn 60 months in a lifettoe.

care (o1 a disabled imdividual in the bome
pareai of the child for whom the assisiarke is
reczived is a yoinor under the age of 18, who
has tof cormpleted high school. Assistance
roust be provided for a period of up o 24
months afier 1he minor parem atzios the age
of 18 ot cormpletes high school, whichever
occuts first

individual is iovolved in 20 approved traicing
program which will not be completed dy the
24th month. No exlension roay be given
beyond the 30th month without the express
pemuission of the county director

aduk carctaker is not parent of child and not
included in chock

adult caring for a child whom has been
abandoned aad for whom alteraative would
be placement in foster care

child care or transponation is rot reasorahly
avalsble

diigeady soeking employment

williagness to relocate

cooperating to become crnployed and State is
satisied that wo cmvploymest is avaitable,
assistance only exteodad for an additional 12
yooaths
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Tuime Limit

Exemptions

Exlcosions J'

Tennoessec

TANE
Effective: 10196
S-Year Time Limit: (0/01

Demonstranion
Approved: 7/96
lmpiemented:
Time Limit:

Evnd Date: 09/08

18 snonths for units not meenng
excepiions
60 month lifetime

An assistaooe vait that includes
an cligible adult will not be
eligible to receive assisance for
a period of e greater thin 60
roonths in ils lifelirme, unjess the
assistance group meeds certain
exoeplions.

all minors/mioor parcots are exempt uotil die
mioor paren( auros 18 aad has graduated
from high school or uotil the graduation of
the class that the een s 3 member of when
the wen trns 18

assistaace groups that do ot have an eligible
adult

assistance groups where the caretaker is age
60 or greater

assistanoe groups where (e caretaker is
disabled

assistance groups where the cavetaker must
provide a bome care for a relative who is a
member of the household, such ax a pacent,
child, spouse, and so forth. who is disabled
and requires full time care

an adul¢ whosc functional lxeracy fevel is 8.9
or less, votil such dme as Uat iodividual
reaches Sth grade literacy level and so long
as \he participant is enrcled at Jeast 20 hours
per week in an approved GED program and
is making satisfactory peogeess in the
prescribed education program

Each period of eligibility can be extcoded
froro 18 to 24 months if the assistance
group resides in a couty with high
unenployment and the family is in
compliance with its PRP.

The 18 and 60-month pesiods cao also be
exicoded on a case-by-case basis for goed
cause or bocause the State filed to provide
chitd care, vansporution, education of job
traiaing prescrited m the PRP.

Tennessee will permit a family 1o receive
AFDC for several mooth loug periods
scparated by only a 3-month haaus,
However, e <otal peniod of eligibiliey
canaot exceed 60 rsonths,

H
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Time Limit

Exeroptions

Exiensions

Texas

TANF
Effoctive: 11196
5 Year Time Limit: 11/01

Demponsuadon
Approved: 3/56
Implemented: 06/96
Time Lionat: 6/97
Ead Date: 03/02

Tine limits refes to individuals,
not cases. Cash assisance for
the remaining members of the
unit wil} coarnue as long as all
other cligidility criteria are met.

) 12 cymulative rmonths
of AFDC cash benefits
with: (2) 18 months of
recent work
experience, (b) high
schoo) dipioma/GED
cemtificate/diploma, (c)
cestificate from post-
secondary schoo!, of
(d) certificale or degree
from vocational or
lechaical school.

) 24 cumulative momhs

of AFDC cash benefits
with: (2) 6 through (7
months of receal work
expericnce, of (b)
completed education
equal (o the 11dch grade
bul less than 12t

grade.

3) 36 cumulstive months
of AFDC cash benefits
with: (a) less than 6
months recei work
experience, 1ad (b) less
thag 3 compicted yeass

Time limit applics to noncxempt JOBS parficpants
and voluntecrs.

Additionally, exemptioas of no longer than 6 moniks al
a true will be avaitable if:

individual lives in 20 area of economic
haedskip, or experiences severe peesonal
hardship znd they have been in compliance
with all work-retaced requirerrents and have
requested consideratian for an excaption.

I it is dctermined by (e employmment
services program thal 3 con-excmpt
recipicnl of exempt voluateer is functoning
at » Jower educational level than their
complaed level of education, the
cmploymeal SeIvVices program will idarm
the cligibility worker thal the recipiear’s
time Yauit should, if applicable, be adjusted
® rcftect herfhis Runctional level of
oducation.
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r Sawe Tine Lunut- Exemptioas Exterutons
'—Vu'gin.i:l 24 in any 60-oonth tvue period . persons under 16 Hardship extensions of besween three
- (plus a year of tramsitiona) . full-ime studeats monihs and one year rmay be provided o
TANF bencfits) ¢ incapacitated o1 disabled participants who are aclively secking
Effective: 0297 ¢ sge 60 or older employvncat but unable to find a job,
S-Year Time Limit: 02/02 . sole care giver of another household raember | particpaats who lose enaployment due Lo oo
who is incapacitatod fauit of their own, partcgans is continued
Demonstration . pareat or caretaker relative of a child ander education and training related disectly to ’
Approved: 7/95 L8 months cmployability, and participsnts living in
Iroplemewaed: 7195 N children who receive foster care areas of the state that have unemployment
Time Limit: 7/97 » cavctakers other than parcals rates above 10 percent These hardship
Bnd Date: 06/ ¢ women i fourth tirough aint mosth of cxteasions will only be granted in cases
pregnascy when die igdividual partcipanl has
satisfactorily participated during thexr VIEW
assigronents, have 0ot been saactioned more
thau once during the 24 months of
participaton, snd have not quit 2 job
without good cause.
Wisconsin (2 counties) 2 counties: . teen parest subject 0 Wisconsia’s Learntare
24 within 48 roquirement
TANF . minos
Effective: 09596 Cases may receive a WNW pramt | © sole custodisl parent or both parcats are
5-Year Tume Limil: 09/01 for 24 mooths ard trarsiional temporarily incapacitated
tenchits tor 12 months within a ¢ parent is caring for 20 incapacitatod
Dauonsiratios 48-meonth period beginning with dcpendent perzon
Approved: 11/93 tbe first month of eligibility . sole custodial pareal or bolh pareats are on
| Implemented: 1/95 under WNW. No cash benefus SS1
Time Limit: 1797 will be available for a period of . oon-legally respoasible relative not mcludod
End Date: L2406 36 momnis after the 1ast of the 24 in the graot

WNW payments is made.

Remaining Statc:
60

parem is caning for 2 child under 1 year of
age that was copeeived before the group fisst
received WNW benefits (during lie period in
which 8 subsequent child, is (ess than 6
months old, e pasent will be exemp! from
thre work requircment, but the time lbnits wil)
2ot be extendad)




