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Fiscal Effect

This section presents information on the fiscal effect of the Wisconsin Works program. The
Department of Health and Social Services' fiscal note prepared to accompany the legislation
creating Wisconsin Works is enclosed. The Department subsequently worked with the
Legislative Fiscal Bureau to adjust the estimates in a number of areas. :

The W-2 Fiscal Table, outlines the estimates for the 1997-98 and 1998-99 fiscal years, the first
biennium in which the W-2 program would be implemented, as well as descriptions of the
assumptions used in preparing these figures. A complete description of the fiscal impact of the
W-2 program may be found in the enclosed Legislative Fiscal Bureau analysis of Wisconsin
Works (see pp. 118 to 136).

The Department's fiscal note indicated that sufficient revenues should be availabie from current

general purpose revenue (GPR) funding sources and federal block grants to cover the costs of

W-2. The Legislative Fiscal Bureau agreed that, in general, available data indicate that the
_Department’s fiscal note is a reasonable approximation of the costs of the W-2 program.

However, the Wisconsin Works proposal is an expansive and complex modification to the state’s
existing welfare programs. In many areas, data is not available to precisely estimate program
expenditures and a number of assumptions must be made to arrive at a fiscal estimate. Modest
changes in assumptions regarding employment placements for W-2 participants and usage rates
for health care and child care could significantly aiter the fiscal effect. Projected federal funding
for the 1997-99 biennium is not certain. Along with federal funding, a number of factors
including economic fluctuations, differences in actual compared to projected utilization, _
behavioral changes and market forces could affect the cost of the W-2 program in future years.

The most recent fiscal estimates for the W-2 program are shown in the W-2 Fiscal Table.
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Fiscal Table

Wisconsin Works Revenues and Expenditures
(In Millions)
W-2 REVENUES 1997-98 1998-99
Federal Block Grants . $653.0 ‘ $653.0
Federal Food Stamp Employment and Training 7.0 7.0
State Base Year GPR 400.0 400.0
Carryover from Previous Fiscal Year 2Ll =020
Total W-2 Revenues $1,091.1 $1,060.0
W.-2 EXPENDITURES
Subsidized Empioyment 52283 $1813
Wage Subsidies 2373 188.5
Less Sanctions -9.0 7.2
W-2 Heslth Care $4455 $4752
" Child Care = T s188s T s1802
Children of SSI Parents $24.5 $24.5
Benefit Costs 11.1 11.1
Medical Costs 134 ~ 13.4
DVR Assessments X 127 $33°
Net Child Support Impact -$3.1 23
W-2 Office Costs* $1243 $106.8
Employment Skills Advancement $1.0 510
Job Access Loans $6.9 $0.7
NLRR/Teen Parents/Kinship Care $38.0 $412
Foster Care NLRR Payments 1.2 1.2
Kinship Care Payments 24.6 26.9
Medical Costs 122 13.1
Children First 313 $13
Emergency Assistance 33 33
Burial Costs 33 533
State Administration —318.8 ’ 3186
Total Expenditures* $1,063.4 $1,042.9
NET W-2 SURPLUS $27.7 $17.1

*Excludes food stamp administration which would be part of the W-2 office costs; however, funding for these activities would
be provided from a separate federal block grant and the current GPR appropriation.
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Assusptions Used in Arriving at Fiscal Estimate

This bill permits the Department to implement the Wisconsin Works (W=-2) program,
starting July 1, 1996, provided Wisconsin has received enabling federal waivers
or legislation. Wisconsin Works replaces the Aid to Families with Dependent

thildren (AFDC)} and Job Opportunities and Basic Skills Training (JOBS) programs.
Under the W~2 program, eligible recipients must work off their grants and a time

limit is placed on how long benefits are available.

The implementation of W-2 will involve incrsased administrative costs, including
costs for training and computer systems modification.

be made during the 1995-97 biennium to reduce the AFDC caseload prior to full
implementation of W~2. The bill immediately changes some JOBS benefits in

preparation for full W-2 implementation.

The fiscal nots assumes that W=2 begins full implementation in state fiscal year
The ‘attached tables summarize projectesd funding levels and

1998 (SFY 98).
expenditures for eack year.

Demcographics

Under W-2 eligible custodial parents must engage in work activities to receive
1997, the Department projects that 53,200 former AFDC

The estimate is derived by
subtracting the estimated number of Supplemental Security Income (SSI) cases

{5,400} and the estimated number of non-legally responsible relative (NLRR) cases
(S,600) from the projected total July 1997 AFDC caseload of 64,200.

and NLRR cases are removed from the eligible W-2 population because they lack a

benefits. ©On July 1,
recipients will be eligible for the W-2 program.

casehead who can enroll in the W-2 work components.

It is estimated that these former AFDC recipients will enroll in the W-2 program
and thart they will be placed into employmsnt categories based on the

An intensive effort will

These SSI

following
assumptions:
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25% in W2 Transitional (W-2 T) category (13,300 cases);
50% in Community Service Jobs (CSJ) (26,600 Cll.l),

108 in Trial jobs (5.320 cases); and

15% -in Unsubsidized employment (7,980 cases).

The fiscal

note assumes that 2,300 new applicants to the W-2 program will be

acceptad during the first month of program operations. During the first two
years of the program, the number of new casas will gradually reduce to 1,900
per month and will remain at this level. It is estimated that these new cases
will be placed into the employmant categories based on the following
assumptions:

10% in W=2 Transiticnal (W-2 T) category;
35y in Community Service Jobs (GSJ);

15% in Trial jobs; and

40% in Unsubsidized employment.

The bill establishes maximum time limits participants can receive benefits in
each employment category. These oaximum time limits can be extended based on

W-2 agency

review. The fiscal note estimates the longest and average length

of stay for actual participation in sach employment category. The assumed
length of stay in each employment category is used to determine the attrition
rrate per employment catagory. The assumad maximum length of stay per

employment

36 months
24 aonths
18 months
60 months

The fiscal
casaes, and

employment

category is:

for the W=2 T category (attrition rate, 2.78% per month);

for the CSJ category (attrition rate, 4.17% per month);

for the Trial cateagory (attrition rate, 5.56% per month); and
total overall eligibility for W-2 subsidized employment categories,

not--;slum-s that the initial W-2 caseload, composed of former AFDC
new W-2 cases will movae from one employment category to another
category at the same rata. In addition, it is assumed that 5% of

the caseload will leave the program each month for “"other” non-work related
reasons; Such as moving out of state or leaving bscause the youngest child
reaches age 18. Based on the attrition rate for each job category, it is
assumed that scme cases will transition to a different job category every
month. The following table summarizes the assumed movement among employment

categories

for both former AFDC cases and new W-2 cases. The following table

shows the projected movement for the proportion of cases that move esach month -
{based on the monthly attrition rates) from one W-2 category to ancther.

I0:
MOVING FROM =21 €Sl Izial . Unsub. Qther
W-2 T -— 558 308 108 1Y
csg sy~ - 3aon 60V 56
Trial os sa - sos . 5\
Unsub. 0% Y os - 100%
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Work Subsidies

The maximum monthly grant for the W-2 Transitional category is $519; the
maximum monthly grant for the CSJ category is §555; and the Department will
reimburse private employers 80% of ths wages for Trial job recipients. Under
W-2, work program participants are docked for every hour they fail to
participate in their assigned activities. The fiscal note assumaes that W-2
participants will work, on average, 35 hours per week for a total of 1,820
hours on an annual basis. Using this assumption, W-2 work program

participants are projected to receive about 87% of the maximum monthly grant
amounts.

In addition to the wage subsidy, participants will be aligidble for cther
programs that provide additional cash or in-kind incoms. Participants in W-2
Transitional and CSJ employment positions are eligible for ths federal food
stamps program; Trial job participants are eligible for food stamps and
federal and state sarned income tax credits (EITC); and participants in

unsubsidized work may retain eligibility for food stamps a.nd ths EITC,
depending on their income.

Work Subsidy Sanctions -

The Department will impose sanctions for the fellowing violations:
=-1) recipient’'s children who do not attend school (Learnfare sanction);

2) recipient refusal to participate three times in any W-2 employment
position is ineligible to participate in that component; and

3) recipient refusal to cooperate with the establishment of a child support
order. -

The W-2 sanction rate is assumed to be about 3.5% of the caseload based on
sanction experience of the current Lsarnfare, JOBS and child support programs.

Health Care

This fiscal note estimates health care costs by projecting participation rates
for each wage category in the caseload and then multiplying the number of
participants by the monthly premium to determine total health care costs. The

premium contribution by participants is then subtracted from the total cost to
determine total government cost.

The bill uses recent AFDC caseload demographics to determine the percentage of
one-parent and two-parent families, as well as the estimated family size
ratios. These data permit the calculation of income for each family as a
percentage of the federal poverty level (FPL). Pamily income as measured by

the federal poverty level is then used to calculate a participant’'s premium
contribution.

All participants in the three subsidized wage categories (Transitional, CSJ,
and Trial Jobs) are required to participate in the W=2 health plan. For those
working in unsubsidized jobs, participation is voluntary. Enrollment rates
are assumed to be 40% of the entire unsubsidized caselcad. An unsubsidized
case is ineligible for the W-2 health plan if the participant is offered
employer-subsidized health insurance (employer-subsidized health insurance is
defined to mean a health plan for which the employer pays over S0% of the cost
of coverage for the employee). For participants with incomes at or below 159%
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FPL, the premium is set at $20 per month, with the premium increasing as
income rises above that level.

Applicants with incomes above 165% FPL are not eligible to initiate
participation in the health care plan. However, once snrolled in the plan
participants may continue in the plan until their income exceeds 200% FPL.
The maximum premium a participant will be required to pay is $143.

The health care premium is currently estimated to be $361/month for CY 95,
which is a blended rate of AFDC and Healthy Start Medicaid participants in
HMOs in Milwaukee County. These rates are then inflated by the Consumer Price
Index for medical services to estimate the health care premium as of July,
1997 (5399/month). The benefit package will be similar to that offared state
employees or private sactor employees in medium and largs corporations.

Child Cars

Child care costs will vary by the income level of W-2 participants and the
type of child care chosen by the participant. PFamily income level determines
a participant's co-payment. In addition, family income is used £o estimate
the likelihood of participation in child care and the type of child care
chosen (Center, Family Group, Family Certified, or Family Provisional
Certified). Projected demand for each type of care is determined by
multiplying the monthly charge for that type of care by the demand for that

type of care. The premium contribution by participants is then subtracted from
the total cost to determine total government cost.

The fiscal note uses recent AFDC cassload demographics to determine the
percentage of one-parsnt and two-parsnt families, as well as the estimated
family size ratios. These data permit the calculation of income for each

family as a percentage of tha federal poverty level (FPL). This-in turn
determines the participant’'s co-payment. ’

Child care subsidies are available to any family with an incoms below 165% FPL
with one or more children below the age of 10. There are four child care
settings available and three differsnt rate structures based on age (0 and'1l

year olds, 2-5, and 6-9). Participation assumptions differ according to age
categories.

The total number of eligible families estimated to request child care
subsidies is reduced by 40% for familiss with children betweean the ages of 0-5
and 62.8% for families with children bstween the ages of 6-9. This reduction
in projected child cars usage is based on natiocnal child cars data showing the
percentage of children that do not participate in formal child care regardless
of income and by reducing estimated demand to reflect lower participation
rates as & family's child cares costs increase. The fiscal note uses a
weighted statewide average cost for each type of care to calculate the fiscal

estimate. This estimate is then inflated to estimate the cost of child care
as of July, 1997.

SSI Supplemental Payments

Under the W-2 pregram, children who previously received an AFDC payment and
whose parent({s) received a Supplemental Security Income (SSI) grant, will
receive a $§$77 grant state SSI supplement and MA medical benefits without any
recipient premium costs. This estimate assumeas that 12,000 children per month
will be eligible for these benefits. The estimated MA costs aspociated with
these cases is $92.85 per child per month.
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DVR Assexsaants

For most potential W-2 Transitional cases, the Division of Vocational
Rehabilitation (DVR) must determine if the casshead is disabled. 1t is
estimated that approximately 2.8% of the new cases will be incapacitated but
not disabled, and therefors these cases will not require an assessaent. This
fiscal note assumes that the cost to perform an assessmant is $1,000 and that
vocational counselors will spend approximatsly 7 hours per assessmant.

Child Support Payments

Under current law, whan any person applies for or receives AFDC, the right of
the pa:ent or any dependent child to support or maintenance from any other
person is assigned to the state. Under the W-2 program, all current child
support or maintenance collected on bshalf of persons participating in the
program and those parents on SSI whose children will now receive a
supplemantal payment in lieu of an AFDC payment will be passed through to the
participants in the program. This income will be counted in calculating
eligibility for W-2 searvices. Child support arrearages incurred for AFDC
cagses prior to the implementation of W-2 will continue to ba assigned to the

state. These ArreArage payments partially offset the costs of the W-2
. program. - '

E

The budget assumes that the state will pay to the federal government the
federal share of child support collections passed through to recipients.

Currently, the federal share of collections on AFDC cases is assigned tn the
state and forwarded to the federal government.

W=2 office Costs

W=2 office costs include expensas associated with contracting for the
provision of services by the Wisconsin Works agencies, including salary and
fringe benefits for staff, overhsad expenses for operation of the agency, and
the cost of case managsment and services provided to W=2 clients.

W-2 offices will be responsible for eligibility determination for all
potential W~2 participants, and non W=2 potential food stamp and Madical
Assistance (MA) recipients (including SSI rascipients and indigent
individuals). At a county's request a W-2 office must allow the county to
conduct eligibility determination for indigent individuals, the elderly and
disabled county residsnts seeking food stamp and MA benefits. PFunding for
theses activities would also be transferred from the W-2 office to the county.

Help Desk and Rescurce Specialists are budgeted based on the number and size
of job centers throughout the state. It is assumed that Milwaukee will
regquire six job service areas, with each arsa served by two job centers. 7Two
job centers will be necessary in the next fourteen large counties and one each
in the remaining 57 counties and 5 ctribal organizations. Each center will be
staffed by one help desk staff person who will direct people through the job
center and perform clerical services. The Resource Specialist will determine

eligibility and direct the client to the Financial Planner or Sccial Services
Planner basad on eligibjility.

Caseloads for Social Services Planners are estimated at 300 cases per worker.
Caseloads for Financial Planners are estimated to be 55 per worker. Duties for
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the Financial Planner include case management, personal financial planning,
job search counseling, and private job development for W-2 clients. W-2
agency contracts will be performance based, and agencies will have flexibility
to determine the exact staffing levels they neesd to mast their goals.

Ancillary services include services to W-2 clients for enroliment into the
program and assistance in obtaining employment. The ancillary services
monthly cost by employment catsgory ars sstimated to be:

$83 per month for Trial job participants,
$100/month for CSJ clients and

$150/month for W-2 Transitions clients.

Services covered by these ancillary charges include: enrollment, motivation,
job readiness, job skill assessment, employmant search, special job coaching,
costs associated with community work axperisnce or other work exparience,
transportation, emergsncy child care and any ralated costs for W-2 clients.
The cost of worker's compansation premiums is included in the ancillary costs
for W-2 Transitional and CSJ recipiants. ZREmployers will be ressponsible for
paying worker's compensation premiums for trial job participants.

Overhead for the job canter is estimated at 308 of program staff salary and
fringe costs.

~Job Access Loanzs (Bridge loans) . . -
The Departmant will establish rules determining the maximum and minimum size
of loansg, the method of loan disbursement, the terms of repayment and tha
allowable inrerest charged. Job actess loans will be available to W=2
recipients for job related purposes. The note assumes these loans are limited
tc 51,000 per individual for a maximum loan repayment period of 24 months.

The budget estimate of costs for job access loans include administration costs
and costs associated with default. The pool of funds requirsd for loans is
included as a cost, and repayments will offset future expsnses.

Administration cost information is derived from Feaderal Reserve Bank (FRB)
data collected from member banks. FRB calculated the cost of loan acquisition
and of loan maintenance. These are averages of total costs to banks with

assets less than 550 million. The acquisition costs averaged $124 per loan
and the maintenance cost was $10.78 per payment.

The default rate is based on historical evidence of low-income loan programs
{30-40%) and other loan programs such as auto leoan programs for high risk

borrowers (33%). The fiscal note assumes loan begin to default thres months
after loan origination.

Demand for loans was estimated at 10% of the total W=2 subgidized employment
caseload. Because of a limited loan pool, it is expescted that the W-2 agency

will limit the disbursement of job access loans to those that have specific
and vital needs for cbtaining employment.

Kinship Care/Foster Care

Currently 5,600 AFDC cases have a relative who acts as guardians receive AFDC
payments while caring for a reslative's child or children. Current data shows,
on average, payments are made for 9,700 children per month. W-=2 will
eliminate this AFDC payment and replace it with a per child Kinship Care
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paymant of S215 per month. To receive this payment, the home must be

considered a safe residence for the child and thers must be evidence of a need
to place the child cutside of the parents’' hooe.

Of the initial NLRR AFDC cases referred for Kinship Care status, it is assumed
that '13.5% of the relatives will become cartified as Foster Care providers and
receive the higher Foster Cars payment amount. The figcal note assumes that
63% of the relatives will request the Kinship cars payment. In the remaining
cases it is assumed that the relatives will either continue caring for their
relative’'s children without reimbursemsnt or return the children to0 their
parents. For new cases, it is assumad that 82% of the cases will request the

Kinship Care payment and 18% will choose to be cartified as fostar care
providers.

The average length of stay in these componsnts is assumed to-be 15 months
based on turnover of out-of home care placements. Initial assessments for
Kinship care are budgeted at 525 per hour for 3 hours and assessmeants for
Foster Care certification are $300 based on a 12 hour assessment sstimate.

Subsequent annual assessments for existing cases are budgeted at $75 per
assessment.

These children will receive medical coverages through the medical assistance
program. The current monthly actuarial rate is $118.68 per child. Also
included in this estimate is the budget for medical costs of teen mothers. It

is estimated th&t there will be 100 teen mothers needing medical=assistance,
at a rate of 5214 per month.

Children PFPirst

W-2 will fund a work experience and job training program for noncustodial
parents who fail to pay child support or fail to meet the children's needs as
a result of unemployment or underemployment. Tha Department currently has a
Children First Program opearating in 23 counties, reprasenting approximately
26% of all child support cases. Expanding the program statewide, assuming
that the remaining counties have Children First cassloads in the sane
proportion as the current counties, will require additional funding.

Burial Costs

Under current law the Department reimburses counties for the costs of burying
certain recipients of public assistance. This reimbursement is provided under
the AFDC appropriation. This fiscal estimare assumes that the Department will

continue to provide funding to counties for the costs of burying recipients of
public assistance, funded at the current level.

Transzitional/Start-up Costs

Transitional costs cover expenses incurred as systems and documentation is

changed, personnel are trained on new policies and procedures, and contracts
are put out for bid.

Computer Systems COSts

The cost to modify the CARES system for W-2, including the automation of the
child care eligibility, is estimated at $5.5 million. Providing training of
State and W-2 agency staff on the new system would cost an additional 51
million, for a total systems-related cost of 56.5 million. Because the State
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purchased and owns the current CARES equipment, the existing hardware used by
counties and JOBS agencies for CARES will be used for the W-2 program.

Training Cosats

Costs for training W-2 Agency personnel in W-2 policy are estimated to be
§2.94 million. The budget assumes that the 1,278 direct staff in the W-2
office will all need training on the new policies and procedures. In
addition, a factor of 15% was applied to account for management and
supervisory staff. This yields a total of 1,470 staff to be trained. The
budget assumes a cost of 52,000 per person for training, which includes direct
training costs as well as travel expenses for participants in the training.

State Starf

The fiscal note assumes 18.0 FTE in additional staff will be hired to develop
W-2 policy materials, W-2 agency contracts and training materials and to
monitor W-2 agency contracts. Eight ¢f the positions are project positions to
begin in SFY 96 and ten are permanent positions to begin in SFY 97.

Overlap of Contracts

Starting the new IM and employment program offices will result in some cases
..in the termination of current county and JOBS agency contracts with the state.
The budget assumes that S50% of current providers will continue as W-2
providers. For the other SO0V of providers, the Department will have to fully
staff the agencies prior to formal transfer of cases to W-2 agencies. Based
on current IM and JOBS contracts, the monthly cost to cperate these programs
is $5.35 million. The budget assumes that the W-2 agencies will need to be
staffed three months prior to W-2 conversion. In addition, the budget assumes

an overlap of thrae months after W=-2 implementation whers JOBS and IM agencies
are phasing down operations.

W=2 Punding

The fiscal note assumes that the federal governmant will create block grants
to states for welfare programs gstarting in federal fiscal year 1996 (FFY 96).
The House ©f Representative and the Senate have both passed bills which
provide block grant funding. Both bills increase federal funding for

Wisconsin and provide greater state flexibility to administer public
assistance programs.

The House version of the block grant bill provides about $309 million for
Wisconsin, while the Senate bill provides about $334.8 million. Part of the
difference between the two bills is the treatment of child care funding. The
Senate bill includes IV-A child care funding in the block grant ($18.8
million), whereas the House version places IV-A child care funding in a
separate block grant. The exact funding level will be determined by a
conference committes. The attached chart indicates the range of W-2 funding
potentially available based on the alternative block grant bills.

State funding is estimated to remain at SFY 97 funding levels through the next
biennium. The W=2 bill combines a number of general purpose revenue (GPR)
appropriations to increase the State's flexibility to match state funds to the

federal block grant. This consclidation will allow the State to target
funding where it is most neesded.
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The bill combines the following GPR funded public assistance appropriations
into one biennial appropriation:

s. 20.435 (4)(cn) Child Care for Recipients & Formar Recipients of AFDC
s. 20.435 (4)(d) 1Income Maintenance Payments t0 Individuals and Cournties
8. 20.435 (4)(dc) Emargency Assistance '

s. 20.435 (4)(de} Income Maintsnance County Administration

s. 20.435 (4)(af) Employment and Training Programs

s. 20.435 (4)(dg) Services for Learnfare Pupils

s. 20.435 (7)(b) Community Aids funding for Low-Income Child Care

The combined appropriation contains allocations for each of the listed areas
at their previously appropriated funding level. The combined appropriation
will allow the Department, with approval from DOA, to transfer up to 30% of an
allocation to another allocation within the appropriation. The bill also
allows the Department to transfer funds between fiscal yesars.

The increased federal funding, provided by the federal block grant, combined
with the flexibility to target state funds where they are needed will enable
the state to begin implemantation of W-2 components this biennium within
existing GPR appropriation levels. In addition, the incrsase in federal
funding provided by the block grants will enable the state to carry forward
federal spending authority into the 1997-99 biennium. The fiscal note assumes
that the state will be able to carry over funding from this biennium to offset

~the costs of the first year of full W-2 implementation. Assuming the final
block grant proposal averages the funding provided by House of Representatives
and the Senate block grant proposals, the Department will be able to implement
the W-2 program within SFY 97 GPR funding levels.
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SUBSIDIZED EMPLOYMENT
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W-2 HEALTH CARE
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No-Grant MA reciplents
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CHILD CARE
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Medical Costs

DVR ASSESMENTS
CHILD SUPPORT
W-2 OFFICE COSTS

AFOC

Food Stamps

MA

BRIDGE LOANS

NLRRITEEN PARENTS/KINSHIP CARE
Fosles Cars NLRR Payments
Kinship Care Paymeants
Medical Coste
CHILDREN FIRST
BURLAL COSTS
STATE ADMINISTRATION
Sysiems Modifications

Transition Costs
State Staff/Tralning

TOTAL COSTS [excl. Fed F8 Admin))
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30

$0

0

0

$0

$0

30

10

$0
$28,423,500
$6.500.000
15,129,400
1184100

$20,423,000

WIBCONSIN WORKS EXPENDITURES

Yoar i
$241,113,000

$260,683,400
(§9,089,800)

“ll.iﬂ'l,ll!
$341,650 800
$84,043.700
$412,683
$131,344,900
$24, 467,045

$11,088,000
$13,369,945

$12,866,000
$84,231,000
$133,203,000
$118,847,600
$8,6%6,500
$4.379,300
$0,942,400
$30,933,300
$1.200,000
$28,500,900
$12.232.400
$1,316,200
$3,300,000

$10,798,300

‘ $0
$10,798,300

$1,003,828,828

Yoar2
$200,062,000

$217,264,600
($8.212,600)

$440,288,343 \

$354,011,400
$84,042,700
$2,231,243
$144,113,200
$24487,948

$11,068,000
$13,269,045

$110,880,200

$101.063.700

$9,022,000
$4,602 500

$084,800
$41,210,000
$1,200,000

$26,929,900
$13,000,800

v $9,316,2004

$3,300,000
- $10,003,600
$0
$0
$18,603,500

$1,044, 700,007

Yanr3
$101,016,800

$169,168,200
{$8,352,700)

$444,008 608
$355,507,100
$84,043,700
$4,450,765
$181,334,800
$24 487,048

$11,088,000
$13,369.845

$2,708,982
$48 491,200
§80,414,200
$60,996,600
$10,354,000
$5.062,600
$320,300
$38,026,000
$1,200,000
$22,771.300
$11,054,500
$1,310,200
43,300,000
$18,607,800
$0

$0
$10,507.500

$978,380,7¢1

Yoar 4
$130,034,700

$143,453,400
($6.417,700)

$451,601,329
$361,109,400
$84,043.700
$6,350,221
$180,318,800
$24,487,548

$11,0688,000
$13,369,845

$2,056,021
$48,088,100
$00,900,800
$70,839,800
$10,792,200
$5.,278,000
$1,034,400
$33,331,300
$1,200,000
$21,624,700
$10,506,600
$1,310,200
$3,300,000
$18,807,800
$0

$0
$10,607,600

983,701 407

Yoarf

© $120,380,700

$134,444,700
($5.076,000)

$402,011,902
$369,096,000
$84,043,700
$6,072.202
$184,895,000
$24487,048

§11,068.000
$13,369,645

$1,870,724
$44,824,000
484,872,700

$68,022 400
$11,102,600

$5,487,700 .

$1,041,600
*$33,331,300
$1,200,000
$21,624,700
$10,508,600
$1,318,200
$3,300,000
$10,807,800
$0

$0
$18,507.500

$901,014.271

Year d
$127,268,300

$132,262,100
($4,995,800)

$471,782,048
$376,481,200
$64,043,700
$11,227,148
$169.237,700
$24,467 048

$11,088,000
$13,369.943

$2,074,904
$49,861,600
$84,598,800
$67 569,600
$11,434,600
$5,591,100
$1,041,600
$33,331,300
$1,200,000
$21.624.700
$10,508,600
$1,318,200
$3,300,000
$18,607,500

$0
$0
$18.507,500

$o78,600 808
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W-2 REVENUE ESTIMATES T
House BN Senate B
AEDC
Federal Block {FFY 98) ) $311,001,000 Federal Block (FFY 88} $316,812,000
GPR Budget GPR Budget
AFOC Payments $132,000.700 AFDC Payments $132,088,700
Emergency Assistance 1,859,700 Emergency Asskiance 1,050,700
IM County Admin. 13,338,000 " IM County Admin, 13,338,800
JOBS (Less Child Cars) 20,274,100 JOBS (Less Chid Care) 20,274,100
Leamnfare Services 1,309,500 Leamfare Barvices 1,309,500
State Admin. £.940.500 State Admin. 2.059.500
£170.608.300 $170.808.300
Tolal Block and GPR Budget $480,690,300 Total Block and GPR Budget '$496,320,300
food Stamp E&T $1.000.000 Food Stamp EAT $1.000,000
Total Funding Avaliable £487.690.300 Total Funding Avaliable 603320300
CHILD CARE
Temporary Assistance Block Temporary Assistance Block $20,831,000
ccbBaG ”4,'70;000 CcCDBaG $18,408,000
GPR Budget GPRBudget
- Consolidated $6,520,200 .Consolidated $0,520,200
JOBS (ind. Self-init) 6,236,600 JOBS (incl. Sel-init ) 6,230,000
Community Alda/At-Risk §576.100 Community Alde/Al-Risk §.570.100
£18.212.000 510.232.800
Total Avatiable $51.202.000 Total Avallable . 4. 444.000
HEALTH CARE {Based on SFY 97 Budget)
. Hi
Federal Budget $209,107,100 $299,107,100
GPR Budget £202.184.700 $202.101.700
Total Avaliable $501.200.800 LE01.200 200
TOTAL FUNDING AVAILABLE $1,048,038,000

$1,082,071,000

—
—
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Current Benefit Cost

The AFDC caseload estimated in this budget is 64,200 at the start of W-2, with 5,400 Non-
Legally Responsible Relatives (NLRR) and 5,600 cases with children of parents who receive
Supplemental Security Income. AFDC recipients receive a grant based on their current income
compared to the State Standard of Need. Attached Table 1 lists the maximum payment
allowance for the high population areas of Wisconsin. Area II is 97 percent of the Area [ total. .

Family Areal 185% of Payment
Size Monthiy Monthly Allowance
Standard Standard
1 $311 $575 $249
2 $550 $1017 $440
3 $647 " $1196 $517 =
4 $772 $1428 $617
5 $886 $1639 $£709
6 $958 $1772 $766

Total AFDC benefits for the state fiscal year ending June 30, 1995 were $389,183,600. The total
caseload for the year was 73,777 and the average benefit was $444.

Other benefits for AFDC recipients include food stamp coupons, Medical Assistance and child
care. Food stamps issued in the State of Wisconsin for the state fiscal year ending June 30, 1995
were $217,990,500. Medical Assistance benefits totaled $2,491,186,800. AFDC recipients are
also eligible for Low Income Energy Assistance, which reduces winter home heating costson a
sliding scale according to income.

Child care assistance for all low-income individuals in Wisconsin totaled $55.5 million. This
includes At-Risk Child Care, Transitional and JOBS child care, Child Care and Development
Block Grant, and the reguiar child care program.

The JOBS program provides education and skill development under the AFDC-U program.
JOBS enrollees attend classes on job application, search and interview skills for job attainment.
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The State reimburses costs of some vocational classes that may be necessary to assist in job
attainment, Remedial education and GED classes are also reimbursed. In state fiscal year 1995.
$49,028,000 was spent on JOBS aids, not including child care.

In the current AFDC system, once AFDC recipients are enrolled in a job, they may remain
eligible for child care and medical care assistance for up to 12 months following their
employment start date.

State and local income maintenance programs administration costs reimbursed by the state and
federal government totaled $59,979,490 for the state fiscal year 1995. These amounts included
county administration of the Medical Assistance, food stamp and generat relief program, if one
existed in the county. Not included in this total are costs for the administration of the JOBS
program which totaled $5,162,818.

COST ESTIMATES

"Cost estimates for the Wisconsin Works program cover the wages and wage subsidies paid by
the state and federal government, the premium payments for enroliment in the state’s managed
care W-2 Health Plan, child care services, any job search strategies or other strategies used by the
Financial and Employment Planner, and other costs as dctalled below.

In developing costsfor W-2, estimates were made on various aspects of the program and cases.
These assumptions were based on information and data received and are detailed below.

W-2 Budget Assumptions

Initial Caseioad

Start with SFY 98 caseload projection 64,200
Reduce for NLRR cases | 5,600
Reduce for SSI cases 5,400
TOTAL W-2 Caseload 53,200
New Caseload

The projected caseload for new and returning applications for W-2 is 2,300 per month. This is
derived from recent data on new AFDC cases, less NLRR cases and SSI cases.
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W-2 Employment Categories

There are four W-2 employment categories. A short description and the estimated enrollment in
these categories follows. See the program narrative for more details on each job category.

W-2 Transition provides more extensive education and training for those recipients that have
been assessed to have a disability. The assessment will also determine the vocational strengths
of the individual, and the training and skill development provided will aim to enhance these
skills. These positions will be paid $518 per month.

Community Service Jobs will be public sector or private non-profit jobs the W-2 enrollee will
perform for 30 hours per week. The W-2 agency may require the individual to receive training
for up to ten hours per week. These positions will be paid $555 per month.

Trial Jobs are jobs in the public or private sector. W-2 will reimburse the employer $300 per

month for a 40 hour full-time job provided to a W-2 applicant that cannot yet achieve

unsubsidized employment. -
Unsubsidized Employment are positions without special conditions or incentives provided to
employers for employment of a W-2 recipient.

The estimated initial/ongoing movement into categories for current AFDC cases and new W-2
cases once implemented is as follows:

Job Catego
Bory Enrollment of Current AFDC Enroliment of new
Recipients applications after inception
of W-2
W-2 Transitions 25% 10%
Community Service Jobs 50% | 35%
Trial Jobs 10% 15%
Unsubsidized Employment 15% 40%

For purposes of this estimate, the current AFDC caseload includes long-term cases which are
difficult to serve. Therefore, the AFDC cases were weighted towards the job categories which
will provide more intense services and more assistance in developing employment skills.
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It is estimated that cases will move out of the job categories at an average rate of one half the
maximum length of stay allowed in each job category. Cases move out of the job category at a
constant rate per month over that maximum length of stay. For example, the time limit (or
maximum length of stay) in a community service job is 24 months. New cases will move out of
this category at 4.17 percent per month for 24 months. Therefore, the average length of stay in
community service jobs will be 12 months.

Job Category Maximum Length of Stay State and Federal Share of
Monthly Payment
W-2 Transitions 36 months $451
Community Service Jobs 24 months $483
Trial Jobs 18 months $£300
Unsubsidized Employment - -
Wage Subsidy

Wage subsidy costs are estimated by converting the caseload by W-2 employment category per

month into a total wage that the state reimburses W-2 participants and employers of W-2
participants.

The payment for each W-2 employment category is as follows. The W-2 T positions are paid a
flat grant of $518 per month; CSJ positions are paid a flat grant of $555 per month; and the
employers of trial job participants will be reimbursed up to a maximum of $300 per month for
salary costs, i.e., the state will reimburse the employer $1.735 per hour for a 40 hour work week.

Furthermore, W-2 assumes CSJ positions will work 30 hours per week. The remaining

W-2 participants will work, on average, 35 hours per week. This assumption is based on the
following: 50 percent of the participants will work a full 40 hour week; 30 percent of the
participants will work 35 hours per week; and 15 percent will work 30 hours per week.

It is assumed that the remaining five percent of participants fall into the attrition category. The
estimate assumes that the Departinent will also sanction W-2 participants for the following
violations: (1) failure to comply with the Learnfare attendance requirements, and (2) failure to
complete the work requirements on three separate occasions in a W-2 employment position. The
monetary penalty for the Leamfare sanction is $50 and the monetary penalty for the work
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infraction is the state share of the wage subsidy for the W-2-T, CSJ, and trial categories,
$451/month, $483/month and $300/month respectively. The assumed failure rate used for this
calculation was 3.245 percent which is the current Learnfare non-compliance rate.

Health Care Costs

W-2 estimates heaith care costs by projecting participation rates for each wage category in the
caseload and then muitiplying the number of participants by the monthly premium to determine
total health care costs. The premium contribution by participants is then subtracted from the
total cost to determine total government cost.

W-2 uses recent AFDC caseload demographics to determine the percentage of one-parent and
two-parent families, as well as the estimated family size ratios. These data permit the calculation
of income for each family as a percentage of the federal poverty level (FPL). This in turn allows
the calculation of the participant's premium contribution.

“All participants in thie three subsidized wage categories are required to purchase Health
insurance, The participant must enroll in an empioyer's heaith plan, if one is offered. For those
working in unsubsidized jobs, participation is voluntary. Enrollment rates are assumed to be 40
percent of the entire unsubsidized caseload. This does not include any participants who might be
offered employer-subsidized health insurance. For participants with incomes at or below 159
percent FPL, the premium is set at $20 per month. Add $3 for each percentage point above 159
percent with the premium increasing as income rises above that level.

Applicants with incomes above 165 percent FPL are not eligible to enroll in the health care plan.
However, already-eligible participants may continue in the plan until their income exceeds 200
percent FPL.. The maximum premium a participant will be required to pay is $143, an
approximation of the total monthly out-of-pocket costs (premium, deductibles, and/or point-of-
service co-payments) typical of the private sector.

The premium for the W-2 Health Plan is estimated to be $399/month in July 1997, which is a
blended rate of AFDC and Heailthy Start Medicaid participants in HMOs in Milwaukee. The

benefit package will be similar to that offered state employees or private sector employees in
medium and large corporations.

Child Care Costs

W-2 estimates child care costs by converting the caseload by wage category to caseload by
income. The income determines the participant's co-pay as well as the likelihood of participation

Xn-7
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Default costs were estimated at 40 percent. Data from non-profit agencies with similar
bridge loan programs experience this rate of default. Also, high-risk commercial auto
loans default at a rate of 33 percent.

The funds required to start the job access loan fund were spread across the first 12 months
of the program. It is estimated that about $3.3 million will be necessary to fully fund the
loan pool at its peak demand. This would occur about 12 months into the program.

W-2 Agency Administrative Costs

Administrative costs include both the costs for W-2 job offices throughout the State and
the costs of program and supportive services for the W-2 participants that will assist them
in obtaining employment. These estimates were used as the projected total cost of the
contracts that will be signed with the successful bidders of the RFP. '

The budget assumes a total of 102 offices around the state, Six service areasin _ A
“Milwaukee will contain a total of 12 offices. The next 14 largest counties will have two
offices each. The smallest 57 counties and five tribes will be served by one office each.

Each office was budgeted a clerical support person and one position to determine initial
eligibility for income maintenance programs. Budgeted staff that complete registration
for non-W-2 programs such as food stamps and Medical Assistance are based on

estimated persons below 165 percent of poverty. It is estimated that these social service
planners will serve a caseload of 300 individuals per month. Financial planners, the case
managers for the W-2 population, are budgeted based on a caseload of 55. Financial
planners must counsel the W-2 clients, develop potential trial and community service

jobs, maintain contact with these employers, ensure the W-2 clients are completing their
assigned activities under W-2, etc.

Overhead costs for the office are budgeted at 30 percent of salaries. Ancillary costs are
those costs necessary to provide employment services to W-2 clients. Costs are budgeted
at $83 per month for trial job participants, $100 per month for community service job
participants, and $150 per month for W-2 Transition participants. These costs were based
on an analysis of current allowable costs incurred by JOBS agencies. The $150 per

month would include any job coaches or special services required by a W-2 Transition
participant.

W-2 Administration

State Administration. No additional state staff are in the budget. It is assumed that
existing state staff will implement Wisconsin Works

X1I-9
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Training Costs. Costs for training W-2 Agency personnel in W-2 policy is estimated to
cost $2.94 million. This includes 1,278 staff increased by a factor of 15 percent for
management and supervisory staff, This yields a total of 1,470 staff trained at $2,000
each for a total of $2.94 million. These costs include funds for contract trainers, materials
for the training, facilities for the training and travel-related costs.

CARES. CARES costs are estimated at $5.5 million for programming and software
costs. Training on the new system is estimated at $1 million. These costs are based on
estimates from Deloitte & Touche and include costs of child care automation and
estimated hours required for programming changes.

County Administration. Existing contract levels for JOBS and IM total approximately
$128.4 million on an annual basis, or $10.7 million per month. There will be a pentod of
time both prior to and after start-up in which the Department will need to fund both the
W-2 agencies and the current IM and JOBS agencies. The W-2 budget assumes that
50 percent of the current agencies will remain the administrative agency under W-2. Asa
result the Department will require approximately $5.35 million each month beginning
"three months prior to W-2 start-up to fund the new W-2 agencies, or $16.05 million. A
phase down of the IM and JOBS agencies will begin in the first month of W-2 start-up
and continue for six months. The budget assumes that the Department will fund
75 percent of the IM and JOBS contracts in month 1 at a cost of $4,012,000, 50 percent in-
month 2 at a cost of $2,675,000, and 25 percent in month 3 at a cost of $1,337,500. The
total of this overlap is $24,074,500.

Children First

The Department currently has a Children First Program operating in 23 counties,
representing approximately 26 percent of all child support cases. Total funding of
$342,200 (8171,200 GPR) is provided by the State to counties at $200 per case for 1,711
cases, based upon the plans submitted by counties detailing their expected Children First
caseloads. If we assume that the remaining counties have Children First caseloads in the
same proportion as the current counties, total funding needed would be $1,316,200
{3658,100 GPR), for 6,581 cases. This is an increase of $974,000 ($487,000 GPR) over
the current base funding level.

XII-10
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BUDGET INFORMATION — Non-Construction Programs

SECTION A - BUDGET SUMMARY

OMB Approval No.0348-0044

Gram Progeam Catalog of Fedaral tstimated Unobligated Funds New or Revised Budget
Function Asslstancs
or Activity Number Ftedera) Mon-Federal Federal Non-Federsl Total
(») ®) (© {d) (o) n {g)
l : $ $ “ s $ s
fFamily Asst Pmt 93.560 135,727,500 135,727,500 271,455,000
2JOBS 93.561 41,370,000 41,370,000 82,740,000
Redical Assistapce 93.778 281,419,100 195,562,500 476,981,600
.Child Care Assiptance 73,422,300 73,422,300 146,844,600
Administration 52,155,500 5241554500 1‘9!,“ 311000
s ] s $
3. toraLs 584,094,400 498,237,800 1,082,332,200
SICTION 8 - BUDGET CATEGORIES
ORAMY PROGRAM, FUNCTION Oh ACTIITY :
6  Object Gass Categories (Fed 1C W g ) P tg;l
s. Personnel s $ ol s $ .
b Fringe Benefits
¢ XM Start-up-State Operatiéns 10,814,700 | 10,814,700 21,629,400
4. 9% Training-State 1,897,050 1,897,050 3,794,100
o MWPR® State Administratiog 9,397,650 9,397,650 18,795,300
t. Comtisctusl y_ > Agencies 144,838,600 |144,838,600 289,677,200
wasmsomue, Medical Asst. Ben| 278,833,400 193,766,900 472,602,300
¢ M/a - Administration 2,583,700 1,795,600 4,119,300 ¢
h. X Payments to Individual 135,727,300 |135,727,300 271,454,600
1. TotalDlect Chorges (sum of 6a- 6h) 584,094,400 [498,237,800 1,082,332,200 |
} indirect Charges
k. TOTALS (sumoliand §)) _ $ $ s s
$
1.  Progeam income s ' s :
Stanaierd Form 424A {4 00)

Prosw itat tu, (WM Furidas A IND
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in child care and the type of setting chosen. The total cost is calculated by finding the number of
participants by income and setting multiplied by the monthty charge for that setting. The
premium contribution by participants is then subtracted from the total cost to determine total
government cost.

W-2 uses recent AFDC caseload demographics to determine the percentage of one-parent and
two-parent families, as well as the estimated family size ratios. These data permit the calculation
of income for each family as a percentage of the federal poverty level (FPL). This in turn allows
the calculation of the participant’s co-payment

Child care subsidies are available to any family with an income below 165 percent FPL and one
or more children below the age of 13. There are four child care settings available and three
different rate structures based on age (0 and 1, 2-5, and 6-12). Participation assumptions differ
according to age category.

The entire caseload is separated by income and those without children under 12 are subtracted.
The remaining number of families is then reduced by 40 percent (ages 0-5), 62.8 percent

~(ages 6-9), and 90.7 percent (ages 10-12) based on national child care data showing what
percentage of children do not participate in formal child care regardless of income and again by
an income-sensitive factor reflecting lower participation rates with higher participation costs.
The number of families is then multiplied by the average number of children in the family (1.9
for a single parent and 3.1 for a two-parent family) to determine a total number of children
eligible to participate. The number of participants, still separated by income, is then divided into
the four child care settings, with participation in different settings dependent on participant
income. The number of participants in each setting is then multiplied by the monthly cost of that
setting to arrive at a total month child care cost. The participant co-payment is then calculated
and subtracted from the total cost to determine total government cost.

Job Access Loans

Job access loans are zero-interest loans to be repaid over a 24 month period immediately
following the disbursement of the loan. The average loan is estimated to be $800 (based
on a maximum loan of $1000). It is estimated that 10 percent of the AFDC caseload will
request a loan within the first year of W-2. Also, 10 percent of the new W-2 cases will
request a job access loan.

Costs of the loan program included administrative costs, default costs, and the loan pool
necessary to fund the job access loans. Administrative costs were estimated at 20 percent
based on data gathered by the Federal Reserve Bank of Chicago for installment loans
made by banks with assets less that $50 million. The break-even interest rate for a loan
of $2500 with maturities of two years was 18 percent. This was extrapolated to 20
percent for the smaller loan amount.

XII-8



SECTION C - NON-FEDERAL RESOQURCES

1.

(] Gramt Progrem {b] Applicant {c] State {d} Other Sources {e) TOTALS
o State General Purpose Revenue s $ 498,237,800 (% $498,237,800
9.
10.
11} y »
12. YOTALS (sumollines® and 11) $ s

| SECTION D - FORECASTED CASH NEEDS
13. Federal Total for 10t Yasr tal Ouarter Ind Duarier 300 Ouaster 41k Ousrier
$ 584,094,400 |s 155,557,400 |3 142,845,600 |$142,845,700 {$142,845,700
10. NonFederal 498,237,800 134,093,300 121,381,500 121,381,500 121,381,500
15. TOTAL fsum of ines 13 and 14) $1,082,332,200 |% 289,650,700 |% 264,227,100 |%264,227,200 |%264,227,200
SECTION € - BUDGET ESTIMATES OF FEDERAL FUNDS NEEDED FOR BALANCE OF THE PROJECT

(o) Grant Program (b First 1_9,.::,:- Mwm;;m‘ {e) Fourth

" Wisconsin Works *1.028 470 400 |* 982,181,600 |*a74 738 oo |* 986,365,900

20. TOTALS {sumoflines 16-19)

$ 1,028,470,400

$ 982,181,400

$974,738,000

$ 986,365,900

SECTION F - OTHER BUDGET INFORMATION
(Attach additional Sheets if Necessary)

21. Oiect Charges:

212. indicgct Charges:

2% Remarks

SF 424A 14 08) Page 2

Proscnbed by OMB Cuculae A 102
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solumns labefled Tiile ), Title X, Title XIV and Title XVi are not to be used by State appiicanis. These columns

ire only for the use of the Commonwealth of Puerio Aico, the Visgin Isiands, and Guam.
Ttle i Thie iVA Title VD Titile XX Thie X Title Xiv Title XIX
OAA AFDC OCSE SERVICES B APTD Title X1 AAA TOTAL
¢4 ] (4 {3) ®) @) () 9) (t0)
A. Parti. Assistance 2§1,454, 600 JODUOCDU000O( 271,454,6Q
B. Regular Federal Share Funds ) Ip>,727,300 JUO000000000 135,727, 3¢
C. Slate Funds 1B5,727,304 200000B000 135,727,3(¢
D. Special Federsl Project Funds W0O0OOKM000N
E. Sub-Tolal {Sum of ines b, ¢ and d) 2b1.454.600 » 271,454, 6(
F. Partll Services 2p9,584,90C 412,602,300] 702,187, 2
G. Regutar Federal Share Funds 114,792,504 218,835,400] 393,627,9
H. State Funds 104,792,40( 193,766,900] 308,559, 3
J. Special Federal Project Funds
K. Sub-Tolal (Sum of lines g. h and ) 2p9,584, 900 432,602,300] 702,187,2
L. Part Il Traking 3,794,100 3,794, 19
M. Regular Federal Share Funds 1,897,05( 1,897,0
N. State Funds 1,897,050 1,897,0
0. Special Federal Project Funds
P. Sub-Total (Sum of ines m, n and o) 3,794,10 3,794,1
Q. Par IV Adminisiralive Costs LOCAL & STATE 1po, 517, 00( 4,379,300| 104,896, 3¢
R. Regular Federal Share Funds 0,259, 00( 2‘,583.800' 52,8&2,8?
S. State Funds b0, 258, 00C 1,795,500] 52,053,59
T. Special Federal Project Funds
U. Sub-Total (Sum of knes r, s and 1) 1p0,517,00( 4,379,300 104,896,310
V. Granl Total {Sum of lines ¢, k, p and u) 6p5, 350, 60( 416,981,600 - **
W. Total Regular Federal Share Funds 3F2,675,856 'l 2811419,200 | 584,095,0
(Sum of knes b, g, m and r}
X. Total State Funds (Sum of ines c, h, n and s) 3l)2.67~’4,75( 1951562,400 |]498,237,1}
Y. Tolal Special Federal Project Funds
(Sum offines d, |, oand i)
Z g::‘:n:ufuﬁn”hgqu“d by **Totlal for ce|l Y.10 = N
AA. Number of Reciplenis with Current Grants/ $1,082,1332,200
Services Increased by Demonstration Project
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SUBSIDZED EMPLOYMENT

Wage Subsidies
Lezs Sanctions

W-2 HEALTH CARE
(LFB wiadjustments)
W2 Health Care
Coveragse of Pregnant Women, Child
Spend down & Presumptive Elig.

CHILD CARE
(FROM CMACAMD3)
CHILDREN OF SSI PARENTS

Benefit Costs
Medical Costs

DVR ASSESMENTS
CHILD SUPPORT
W.2 OFFICE COSTS

E -

Food Stamps
MA

88

888

ge

EMPLOYMENT SKILLS ADVANCEMENT

BRIDGE LOANS

NLRR/TEEN PARENTS/KINSHIP. CA
Foster Care NLRR Pryments
Kinship Care Payments
Madical Cosis

CHILDREN FIRST

EMERGENCY ASSISTANCE

BURIAL COSTS

STATE ADMINISTRATION
Systermns Modifications

Transition Costs
State Staft/Training

TOTAL COSTS (excl Fed FS Admin.

$0
$25,423,800
$8,500,000

15,129,400
1784100

Yane1
$228,265,700

$237,325,200
(‘9 .059-5m)

$447,000,000
$357,300.000
$48,700.000
$3,000.000
$146,844,600
$24.457,945
$11,088.000
$13,369,945
$12,655,000
$54,231,600
$133,283,600
$119,947,.800
$8,956,500
$4,379,300
$1,000,000
$7.913,100
$38,933,300
$1,200,000
$25.500,900
$12.232,400
$1,318,200
$3,300,000
$3,300,000
$18,795,300
$0

$0
$18,795.300

Yaar2
$181,286,400°

$188.514,300
($7.227,900)

$479,900,000
$411,500,000
$65,400.000°
$3,000,000
$164,860,600
$24.457.945
$11,088,000
$13.360.945
$3,316,600
$51,680,900

$116,588,200

$101,963,700

$9,822,000
34,802,500

$1,000,000
$1,643,200
$41,210,800
$1,200,000
$26,529,900
$13,050.900
$1,316,200
$3,300,000
$3,300,000
$18,603,800
$0

$0
$18,603.500

$25423,500 $1,112,339,845 $1,092,651,246

WISCONSIN WORKS EXPENDITURES

Yeard
$134,258 400

$139,633,800
{(35.375,400)

$487.400,000
$415,200,000
$79,200,000
$3,000,000
$178.248,300
$24,457,945
$11,088,000
$13.369.845
$2,708,952
$48,491,200
$88,416.200
$80.683.600
$10.354.000
35,062,600
$1,000,000
$999,100
$38,028,800
$1.200,000
$22,771.300
$11,054.500
$1,316,200
$3,300.000
$3,300,000
$18,507,600
$0

$0
$18,507,500

$1,034,072,687

Yeard
$114,673,900

$118,263,100
(84,589,200

$511,000,000
$422,600,000
$85,100.000
$3,000,000
$185,753,600
$24,457.945
$11,088.000
$13,369,845
$2,656,921
$48,085,100

$86.908.800

$70,839,800
$10,782.200
$5.276,800
$1,000,000
$1,724,100
$33,331,300
$1.200,000
$21.624,700
$10,506,600
$1.316,200
$3,300,000
$3,300,000
$18,507,600
30

$0
$18.507,500

$1,022,223,068

Year &
$107,817.700

$111,824,400
($4,306,700)

$524,000,000
$433.400,000
$87,600.000
$3.000,000
$194,038,600
$24,457,945
$11,088,000
$13,369,845
$2,670,724
$46,624,800
384,872,700
$68.022.400
$11,182,600
$5,467,700
$1,000,000
$1,738,800
$33,331,300
$1.200,000
$21,624,700
$10,506.,600
$1,316,200
$3,300,090
$3,300,000
$18,607,600
30
30
$18.507.500

$1,036,390,889
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SUMMARY OF W-2 COSTS

Benefits
Wages
Child of SSI
Kinship
Emerg Asst
Burial Costs

Services

Ancillary

Child Care
Employment Skills
Bridge Loans
DVR Assessments
Children First

Administration
Office Costs
State Admin
TransitiorvStart-up
Bridge Loans
Training

Medical Assistance
W-2 Health Care
Child of SSI
NLRR/Teen Parent

Admin for Med Asst ~

SUB-TOTAL
Foster Care
Child Support
TOTAL

YEAR 1-
$271,454,600
228265700
11088000
$25,500,900
$3,300,000
$3,300,000

$229,684,500
$60,349,472
$146,844,600
$1,000,000
$7.419,199
$12,655,000
$1,316,200

$104,310,500
$59,597,628
$18,795,300
$21,629,400
$493,901
$3,794,100

$472,602,300
$447,000,000
$13,369,900
$12,232,400
$4,379,300
$1,082,331,200
$1,200,000
$54,231,600

$1,137,762,800

YEAR 2
$225,904,300
181286400
11088000
$26,929,900
$3,300,000
$3,300,000

$221,017,568
$49,533,113
$164,869,600
$1,000,000
$982,055
$3,316,600
$1,316,200

$71,595,232
$52,430,587
$18,603,500

$0
$561,145

$506,350,845
$479,800,000
$13,369,945
$13,080,900
$4,802,500
$1,029,670,445
$1,200,000
$51,680,900

$1,082,551,345

YEAR 3
$174,717,700
134258400
11088000
$22,771,300
$3,300,000
$3,300,000

o

$219,066,067
$37,124,136
$176,246,300
$1,000,000
$670,479
$2,708,952
$1,316,200

$62,710,586
$43,874,464
$18,507,500

$0
$328,621

$521,824,445
$497,400,000
$13,369,945
$11,054,500
$5,062,600
$983,381,397
$1,200,000
$46,491,200

$1,031,072,597

»

i

YEAR 4
$153,986,600
114673900
11088000
$21,624,700
$3,300,000
$3,300,000

$223,159,985
$30,986,463
$185,753,500
$1,000,000
$1,446,901
$2,656,921
$1,316,200

$58,638,036
$39,853,337
$18,507,500
$0
$277,199

$534,876,545
$511,000,000
$13,369,945
$10,506,600
$5,276,800
$975,937,966
$1,200,000

$45,085,100

$1,022,223,066

YEAR §
$146,930,400
107617700
11088000
$21,624,700
$3,300,000
$3.300,000

$229,768,782
$29,284,098
$194,038,500
$1.000,000
$1,459,260
$2,670,724
$1,316,200

$57,522,442
$38,738,302
$18,507,500
$0
$276,640

$547,876,545
$524.000.000
$13,269,945
$10,506,600
$5.467,700
$987 565,869
$1,200,000
$46,624,800

$1,035,390,669

$972,993,600.00
(]

0

$0

$0

$0

$0

$1,122,596,903.02
$0
$0
$0
$0
$0
$0

$354,776,794.55
's0
$0
$0

$2,683,630,678
$0

$0

$0

$24,988,900
$5,058,886,876
$0
$244,113,600.00

$5,303,000,476



05/26/961 11:14 AM | W2AMENDS. WK«

W-2 ASSUMPTIONS
Qriginal Casslond

Total AFOC Cassioad on 7.1.97
Less SS) Popuiation

Less NLRR
Subtotal
Totat W-2 Caasiond
Transitions 25.00%
CSJs 50.00%
Trial 10.00%
Unsubsiciized 15.00%
CSJs $5.00%
Trial 30.00%
Unsubsidized 10.00%
Other 5.00%
Trans 5.00%
Triai 30.00%
Unsubsidized 60.00%
Other 5.00%
Trang 0.00%
(=%} 5.00%
Unsyubsidized 90.00%
Other $.00%
= Transtions &m*
CSJSs 0.00%
Trint 0.00%
Self Sufficency 95.00%
Cxher 5.00%
Naw Cases
Total W-2 Cassiosd
Transtons 10.00%
CSJs 35.00%
Triat 15.00%
Unsubsadized 40.00%
CSJs $5.00%
Trial 30.00%
Unsubsicized 10.00%
Other 5.00%
Transitions 5.00%
Trinl 30.00%
Unsubsidized €0.00%
Other 5.00%
Tranaitions 0.00%
csJ 5.00%
Unsubsidized 90.00%
Othes 5.00%
Tranailions 0.00%
CSJs 0.00%
Trinl 0.00%
Seff Sumciency 95.00%
Other 5.00%
Hentth Care infiation Rate (xnous)
0.00%
Child Care |nfiation Rate {annusll
a 0.00%
2y i

3076

64,200
(5.400) Percentage of caseioad that “alisoff
(5,600) due to 1) child 80ed Out; 2) recient
53,200 initistive; or 3) Moved.
5.00%
53,200
13,300
26,600
5,320
7,880
Movemant from Transitions linto:
28,260 Ave. Langth of Stay (Morthw): 18
15,060 Altrition Rate (1/38) 276%
5,320 Mmarmum Stay (Mornths): %
Movemaent from C3J into:
Ava, Langth of Stay (Montrs): 12
Alftrition Rate (1/24) 4.17%
Macamum Stay (Months): 24
Movement from Trial into:
Ave. Langth of Stay (Mortns): [
Attrition Rate (1/718) 5.58%
Mmomum Stary (Monihs): 18
dovemant from LUinsubsidized into: .
Ava, Langth of Stay (Months): 48
Attrtion Rats (1/96) 1.04%
Mmamum Stay (Months). -]
2,300
220
805
345
920
MMovemnent from Transittons into:
Awe. Langtn of Stay (Morths): 18
Aftrition Rate (128) 278%
Maomum Stay (Months) 36
Movement from C3J Into;
Ave. Length of Stay (Months): 12
Altrition Rats (1/24) 497%
Mudmum Stay (Months): 24
Movement from Trial into:
Ave. Langth of Stay (Months): ]
Attrition Rate (1718) 5.58%
Moomum Stay (Months): 18
Movement from Unsubsidizad into:
Ave, Length of Stay {Morths), 48
Atirtion Rate (1/96) 1.04%
Madrmm Stay (Months): 9

fi
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TOTAL ESTIMATED FLOW OF CASES THROUGH W-2

[“Yrans. G&8J  TRIAL  UNSUE T TOTAL JLESS UNZUB]

TY 1538 - 1Juy 1mm . A5.550
2 August 13,113 26,410 11,629 57.454 45825

3 Sept. 13,010 26.217 E 732 13,511 59,463 45,958

4 Oct. 12906 25976 71209 15432 61444 46,012

5 Novem. 12,802 25689 7495  173%2] 63379 45,986

6 Dacem. 12688 25355 7828 19391 65271 45,880

7 Jan. 12587 24977 8129 2142 67122 45,693

8 Febr. 12469 24557 8338 23506 68930 45,424

9 March 12344 24,094 8634 25623| 70685 45,071

10 April 12210 23589 8836 27780} 72415 44,635

11 May 12069 23,043 9003 29976] 74,091 44115

12 June 11918 22454 9,136  R212| ™ 43,509

FY 1999 13 July 11762 21,824 9232 34488 77306 42,818
14 August 11,596 21,152 9291 35803] 78843 42,040

15 Sept. 11423 20438 8313 39159 80333 41,174

16 Oat. 11241 19,683 9,206 41554 81775 40,221

17 Novem. 11052 18,886 9240 43989 83,168 39178

18 Decem. 10,854 18,048 9144 46465 84511 38,046

19 Jany. 10649 17,168 9273  489580] 85,065 37,089

20 Febr. 10435 16246 9,433 51,230 87344 35,114

21 March 10213 15284 9593 53481 88,571 35,090

— 22 April - 9984 14280 9754 s5732| 89749 34,017
23 May 9746 13234 9916 57583 90879 32,89

24 June 8500 12148 10077 60233] 91959 31,726

FY 2000 25 July 9,247 12,073 10,240 62,483 94,043 31,5680
26 August 8929 12055 10057 64058 95099 31,041

27 Sept. 8,604 12049 9881 65603 96137 30,535

28 Oct. 82711 12050 9713 67.118] 97,151 30,033

29 Novem. 7930 12055 9553 68603| $8141 29539

30 Decem. _ 7581 12066 9403 70057 99107 29,050

31 Jany. T 724 12082 9263 71480 100,049 28,569

32 Febr. 6881 12,101 9,133 72872 100967 28,095

33 March 6452 12123 9014  74233] 101,862| 27,629

34 Apnil 6116 12149 8908 75560 10273 a2

35 May 573 12177 8814  76855| 103580| 26,725

36 June 5345 12208 8733  78.117| 104404 26.287

FY2001 37 Juy 5320 12038 855 79309 105223 25914
38 August 5289 11879 8395  80458] 108,021 25562

39 Sept. 5251 11.731 8247 B1558| 106786 25228

40 Oct. §243 11593 8117 82614 107557 24,953

41 Novem. 5247 11,464 8007 83625| 108343 24,718

42 Decem. 5244 11,6 7916 84591 109,098 24,506

43 Jany. 5245 11.234 7844 85511 109.833 24322

44 Febr. 5245 11,126 7792 88384 110547 24,163

'45 March 5246 11,024 774 grzsl 111239 24,011

46 April 5,247 10,927 7.692 88,043 111,909 23,866

47 May 5248 10835 7645 88829} 112558 23728

48 June 5250 10,749 7601 89585 113,184 23599

FY 2002 49 July §.251 10,667 7.559 90,311 113,790 22,478
50 August 5253 10,591 7521 91007 114373 23,366

51 Sept. 5255 10520 7487 91673 1148936 23263

52 Oct. 5257 10455 7457 923081 115477 23,169

53 Novem. 5259 10395 7431 92911] 115997 23,086

54 Decem. §262 10342 7410 93483] 116,496 23,014

55 Jany. 526¢ 10295 7394 94022 116975 2953

56 Febr. 5267 10254 7376 94535] 117433 2897

57 March 5269 10220 7358 95022 117870 22848

58 April 522 10,193 7340 95482] 118286 22,804

59 May 5215 10172 7320 95915 118682 2,767

60 June 5278 10,160 7300 96321] 119,058 2737

FY2003 61 Juy 5281 10,154 7279 96700] 119413 2713
62 August 5284 10,147 7262  97.054] 119,748 22693

Sept. 5287 10,940 7250 97.385] 120,062 2677

Annual
Total Monthly
(Less Unsub.) Average

543,709 45,309

il

450,409 37,534

24,571 24548

76382 2102
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64 Oct.

€5 Novem.
66 Decem.

67 Jany,
68 Febr,
" 69 March
70 Apnil
71 May
72 June

5,290
5,293
5.294
5,295
5297
5,298
£,299
5,301
5.302

10,133
10,125
10117
101
10,105
10,100
10,096
10,093
10,090

7.242
7.237
7,226
7239
7,245

7.265
7,280
7.297

97,691
97.974

. 98233

98,4589
98,682
98,872
99,040
99,186
99.310

120,355
120,628
120,880
121,114
121,328
121,524
121,701
121,858
121,999

2,664
22654
2,647
22,645
2,647
22,652
22,661
2673

22688

il

272016

22,668
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OME A pprovel Mo. 0)43-0C4D

ASSURANCES ~— NON-CONSTRUCTION PROGRAMS

Certain of these assurances may not be applicable ta your project or program. If you have questions,

please contact the awsrding sgency. Further, certain Federa! awarding agencies may require applicants
to certily to additional assurances. [{ such is the case, you will be notifled.

As the duly suthorized representative of the applicant { certify that the applicant:

i

3.

Has the legal suthority to apply foc Pederal
assistance, and the Institutional, managerial and
financial capability (including funds sufficient to
pay the non-Federal share of project costs) to
ensure proper planning, managerment snd com-
pletion of the project described in this application.

Will give the awarding agency, the Comptroller
General of the United States, and if appropriate,
the State, through any suthorized representative,
sccess to and the right to examine all records,
books, papers, or documents related to the award;
and will establish a proper sccounting system in
sccordancs with generally accepted accounting
standards or agency directives.

WIill establish safeguards to prohibit employees

"—from using their positions for a purpose that

conatitutes or presents the appearance of personal
or organizational confliet of intarest, or personal
gain.

Will initiste and complets the wark withia the
applicable ims frame after receipt of approval of
the awarding agency,

Will comply with the Intergovernmental
Personnel Act of 1970 (42 US.C. §§ €728-4763)
relating to prescribed standards for merit systems
for programs funded under one of the ainetesn
statutes or regulations specified in Appendixz A of
OPM's Standards for & Merit System of Personnsl
Administration (5 C.F.R. 900, Subpart ).

8. Will comply with all Federal statutes relating to

nondliscrimination. Thesa include but are not
limited to: () Titls VI of the-Clvil Rights Aet of
1964 (P.L. 88-352) which prohibits diserimination
on ths basis of race, color or national origin; ()

* Title IX of the Education Amendments of 1972, as

which prohibits discrimination on the basis of sex:

(c) Section 504 of the Rehabilitation Act of 1973, a8

amended (29 U.S.C. § 790, which prohibits dis-
erimination on the basis of handicaps; (d) the Age
Discrimination Act of 1975, as amended (42
U.S.C.5% €101-8107), which prohibits discrim.
ination on the basisefage; °

Authorized for Local Reproduction

{e) the Drug Abuse Office and Treatment Act of
1972 (P.L. 92-255), as amended, relating to
nondiscrimination on the basis of drug abuse; (N
the Comprehensive Alcohol Abuse and Alcoholism
Prevention, Trestment and Rehabilitation Act of
1970 (P.L. 91.616), as amended, relating to
nondiscrimination on the basis of aleohol abuse or
alcoholism; (g) §§ 523 and 527 of the Public Health
Service Act of 1912 (42 U.S.C. 290 dd-3 and 290 ee-
3), as amended, relating to confidentiality of
alcoho! and drug abusa patient records; (h) Title
VIII of the Clvil Rights Act of 19688 (42 US.C. §
3601 ot 16q.), a3 amended, relating to non-
discrimination in the sals, rental or financing of
houging: (i) any other nondiscrimination
provisions in the specifiesstatute(s) under which
application for Federal assistance is being made:
and (J) the requirements of any other
nondiscrimination statute(s) which may spply to
the application. :

Will comply, or has already complied, with the
requirements of Titles II and I of the Uniform
Relocation Assistance and Res! Property
Acquisition Policies Act of 1970 (P.L. 91.848)
which provide for falr and equitable treatment of
persons displaced or whose property is acquired as
s result of Federal o¢ federally assisted programs.
These requirements apply to all interests in resl

property acquired lor project purposes regardless
of Federal participation in purchases.

Will comply with the provisions of the Hatzh Act
(B U.S.C. 1§ 1501.1508 and 7324-7328) which Umit
the politieal activities of employses whose
prineipal employment sctivities are funded in
whole or in part with Pederal funds,

Will comply, as applicable, with the provisions of
the Davis-Bacon Act (40 U.S.C. §} 276a to 276a.
N, the Copeland Act (40 US.C. § 276c and 18
U.S.C. H 874), and the Contract Work Hours and
Safety Standards Act (40 U.S.C. §§ 327.333),
regarding labor standards for federally assisted
construction subagreements.

Sanaerd Form 4240 (448)
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10. Will comply, if applicable, with flood insurance
purchase requirements of Section 102(a) of the
Flood Disaster Protection-Act of 1973 (P.L. 93.234)
which requires recipients in a special flood hazard
area to participats in the program andto purchase
flood insurance if the total cost of insurable
construction and acquisition is $10,000 or more.

11. Will comply with environmental standards which

may be prescribed pursuant to the following: (a)
institution of environmental quality control
measures under the National Environmental
Policy Act of 1969 (P.L. 91-190) and Executive
Order (EO) 11514; (b) notification of violating
facilities pursuant to EQ 11738; (c) protection of
wetlands pursuant to EQ 11990; (d) evaluation of
flood hazards in floodplains in accordance with EO
11988; (e) assurance of project consistency with
the approved State management program
developed under the Coastal Zone Management
Act of 1972 (16 US.C. §§ 1451 ot seq.); (D)
conformity of Federal actions to State (Clear Air)
_Implementation Plans under Section 176(c) of the
"Clear Air Act of 1958, as amended (42 US.C. §
7401 et seq.); (g) protection of underground sources
of drinking water under the Safe Drinking Water
Act of 1974, as amended, (P.L. 93-523); and (h)
protection of endangered species under the
Endangered Species Act of 1973, as amended, (P.L.
93-205). =

13.

14.

1§.

16.

17.

Will assist the awarding agency in assuring
compliance with Section 106 of the National
Historic Preservation Act of 1966, as amended (16
U.S.C. 470), EO 11593 (identification and
protection of historic properties), and the
Archaeological and Historic Preservation Act of
1974 (16 U.S.C. 469a-1 et seq.).

Will comply with P.L. 93.-348 regarding the
protection of human subjects involved in research,
development, and related activities supported by
this award of assistancs.

Will comply with the Laboratory Animal Welfare
Act of 1966 (P.L. 89-544, as amended, 7 LU.S.C.
2131 et seq.) pertaining to the care, handling, and
treatment of warm blooded animals heid for
research, teaching, or other activities supported by
this award of assistance.

Will comply with the Lead-Based Paint Poisoning
Prevention Act (42 U.S.C. §}§ 4301 et seq.) which
prohibits the use of lead based paint in
construction or rehabilitation of residence
structures.

Will cause to be performed the required financial
and compliance sudits in accordance with the
Single Audit Actof1984. - ‘

18. Will comply with all applicable requirements of all

other Federal laws, executive orders, regulations

12. Will comply with the Wild and Scenic Rivers Act and policies governing this program.
of 1968 (16 U.S.C. §§ 1271 ot seq.) related to
protecting componenta or potential components of
the national wild and scenic rivers system.
117
Governcer
OATE SUBMITTED
WI Department of Health and Social May 28, 1996
Services
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U.S. Departmeht of Health and Human Services
Certification Regarding
Drug-Free Workplace Requirements
Grantees Other Than Individuals

dey signing and/or submitting this application or grant agreemeat, the grantee is providing the centification set out
ow.

This certification is required by regulations implementing the Drug-Free Workplace Aat of 1988, 45 CFR Pan 7,
Subpart F. The regulations, published in the January 31, 1989 Federal Register, require certification by grantees that
they will maintain a drug-free workplace. The cenification set out below is a material represeatation of fact upos
which reliance will be placed when HHS determines to award the grant. False certification or violation of the certifica.
uo:l:gallbepounds or suspension of payments, suspension or terminatios of grants, or governmesntwide suspension
or debarment.

The gruntee certifies that It will provide a drug-free workplace by:

{a) Publishing s statement notifying employves that the anlawful manufacture, distribution, dispensing,
possession or use of s controlled substasce is probibited i the grantee's workplace and specifying the actions that
will be taken against employses for violatioa of such prohibition;

(®) Establishing & drug-fres swareness program to loform employses about
(1) The dangers of drug abuse in the
(2) The grantse's policy of maiataining s drug-firee workplace: .
(3) Any available drug counseling, rebabllitation, and employer assistance prograins; an
(‘)mpennlunthnmyhlnpcudmmﬂmtxdmnhuﬂdnﬂmmhmm

(c)Mnun.ltanqnlmmmtudnﬂomuhmdhmwtmdhmhm-awd
the nlmnenl required by parsgraph (s);

@ Nouryhg the employse (a the statement required by paragrsph (u) that, as a coadition d‘enploynut uder
the grant, the employse will: .
(1) Ablde by the tarms of the siatement; and, ’
@) Nodlylhunplmduydnhnldrqmwldiuhraﬂdaﬂumu th'u-kphecno
later thas five days after such coaviction;

(¢) Notifying the agency withia tes days after recelving notice under subparagraph (d)(2) from aa employee or
otherwise receiving actual sotice of such coaviction; b

(D Taking one of the following actices, withia 30 days of receiving sotice under scbparagraph (€)(2), with respect
to sny employes who is 50 coavictad:
(1) Takieg sppropriate personne! actioa against such an employee, 8p to and inciuding termination: or
(2) Requiring such employee to participate satisfactorily is a drug abuse assistance or rebablilitation program
approved for such purposes by a Federal, State, or local bealth, law eaforcement, or other appropriate agency;

(@ Making a good faith effort to continue to maintain & drug-free workplace through Implementation of
mpﬁl (a), (®), (), {d), () and (D).



U.S. Department of Health and Human Services
Certification Regarding
Drug-Free Workplace Requirements

Grantees Who Are Individuals

dey signing and/or submitting this application or grant agrecmeant, the grantee is providing the certification set out
ow,

This cenification is required by the regulations implementing the Drug-Free Workplace Act of 1988. 45 CFR Part
76, Subpart F. The regulations, published ia the January 31, 1989 Federal Register, require certification by grantees
that their conduct of grant activity will be drug-free. The certification set out below is a material represestation of
fact upon which reliance will be placed when HHS determines 10 award the grant. False certification or violation of

the centification shall be grounds for suspeasion of paymeats, suspeasion or termination .of grants, or governmentwide
suspension or debarment,

The grantee certifies that, as a condition of the grant, be or she will not enguge in the gnlawful manufacture, dis-
tribution, dispensing, possession or use of a coatrolied substance in conducting any activity with the grant.

=



CERTIFICATION REGARDING ANTI-LOBBYING PROVISIONS
(DEC 89) (31 USC SEC 1352) -

The undersigned certifies, to the best of his or her
knowledge and belief, that:

(1) No Federal appropriated funds have been paid or will
be paid, by or on the behalf of the undersigned, to any
person for influencing or attempting to influence an
officer or employee of any agency, a Member of Congress,
an officer or employee of Congress, or an employee of a
Member of Congress in connection with the awarding of any
Federal contract, the making of any Federal grant, the
making of any Federal loan, the entering into of any
cooperative agreement, and the extension, continuation,
renewal, amendment, or modificiaion of any Federal
contract, grant, loan or cooperative agreement. '

(2) 1If any funds other than Federal appropriated funds
have been paid or will be paid to any person for
influencing or attempting to influence an officer or
employee of any agency, a Member of Congress, an officer
or employee of Congress, or an employee of a Member of
Congress in conncection with this Federal contract,
grant, loan, or cooperative agreement, the undersigned
shall complete and submit Standard Form-LLL, "Disclosure
Form to Report Lobbying," in accordance with its
instructions. :

(3) The undersigned shall require that the language of
this certification be included in the award documents for
all subawards at all tiers (including subcontracts,
subgrants, and contracts under grants, loans, and
cooperative agreements) and that all subrecipients shall
certify and disclose accordingly.

This certification is a material representation of fact
upon which reliance was placed when this transition was
made or entered into. Submission of this certification
is a prerequisite for making or entering into this
transaction imposed by section 1352, title 31, U.S. Code.
Any person who fails to file the required certification
shall be subject to a civil penalty of not less than
$10,000 and not more then $100,000 for each such failure.

May 28,1996
Date

Slgmyx’a’ ‘

Governor
Title




DISCLOSURE OF LOBBYING ACTIVITIES

Appsowed
€3 60-00ee

Complete this form to dlsclose lobbying sciivities pursuant 1o 31 US.C. 1352

(See reverse for public burden disdoture)
1. Type of Federal Action: 2 Status of Federal Actiors 3 Repont Trpm
. contragt tion . initial filin
& s [ & bisonemppics [ & mareria change
c. coopersiive agreement ard for Material Change Only:
d. loan < pottaw year quarter
¢ :::: ,,":’,‘,'::: _ date of last repont |
4 Name and Addrers of Reporting Entity: & M Reporting Entity in No. 4 ls Subawasrdee, Enler Name
porting m and Address of Prime:
Q frime 0 Subswardee
Tier , i known
Congressiona! District, # known: Ceongressional District. # knowm:
8. Federal DepartmenvAgency: 7. Federal Program Name/Description:
CFDA Number, ¥ applicable:
8. Federal Action Number, # known: 8. Award Amount, & known:
s

10. & Name and Address of Lobbying E

{f individual, last name, first name, MM

—f2f13ch Continyecion Poy
11, Amount of Payment (check alf that apply):

$ Oactual O planned

& individuah Perlonﬁ Servites including address
different from Na. 1 = .
dast name, first namve, MR

() FP4hd A, # secorspryt
13 Type of Payment (check ol thet applyr:
& retainer

12 Form of Payment (check aff that applyr:
O a ash

O b. invkind: specify: nature

b. one-tine fee

< commission

d. contingent fee
9. delerred

L. other; specify:

vahue

118

Brief Description of Services Porformed or to be Perisrmed and Datels) of Service, inchuding officer(sh, employeets),
or Memberis) contacted, (or Payment indicated in ftemn 10

e dRERCA Cpmaingution Jheetl)) $7.810-A ¥ Aoceysoryt
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Public Input

The Wisconsin Works program was developed following a year and a half of discussions with
county and tribal human and social services directors, economic support specialists, JOBS
program workers, welfare recipients, advocates, educators, employers, and organized labor.
During the course of drafting the legislation, further discussions were held with legislators. Prior
to the bill creating the W-2 program being introduced in the Wisconsin Assembly on

October 2, 1995, and the Wisconsin Senate on October 3, 1995, the Legislature held a public
hearing in Milwaukee, Wisconsin's largest city and a city located in the county which has the
majority of Wisconsin's AFDC recipients.

Following introduction of the W-2 legislation, further public hearings were held around the state
including Appleton, Madison, and LaCrosse. Full public debate of this proposal was
accomplished through these public hearings and legislative committee hearings allowing all
those who favored or opposed the bill to be heard. Written input was also encouraged and
received. Only after a lengthy and public process of examination was the final legislative
-approval given and the bill sent to the Governor for signature. -

Legislation

Enclosed in this section is 1995 Wisconsin Act 289 which was enacted on April 25, 1996. The
Governor’s veto message is included. ’
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Timeline for Enactment of Wisconsin State Legislation’

1995

July 31 to August 15

August 15 to September 25

September 19

September 25

September 29

October 2

October 3

October 6

October 9

October 11

DES staff work with LRB and others to develop statutory
language

Finalize statutory language
OPB finalize fiscal note

Legislature begins fall floor period

Executive Committee reviews and approves statutory
language

Legislative Joint Committee public hearing on W-2 in
Milwaukee (Senate Health, Human Services and Aging
Committee chaired by Senator Buettner and Assembly
Welfare Reform Committee chaired by Representative
Gard)

AB 591 introduced in Assembly by Representative Gard
with bipartisan support (50 representatives and 13 senators
as co-sponsors)

SB 359 introduced in Senate by Senate Buettner with
bipartisan support

Assembly Welfare Reform Committee public hearing on
W-2 in Appleton

Assembly Welfare Reform Committee public hearing on
W-2 in Madison

Senate Health, Human Services and Aging Committee
public hearing on W-2 in Madison

11993 Wisconsin Act 12 included a provision directing the Department to submit by the end of 1995 a proposal for the
replacement by December 31, 1998, of the AFDC program.

Xim-2



October 25

November 2

November 28

1996

January 4

February 29 and March 1

~March 7 =

March 13 and 14

Aprl 25

05/28196

Senate Health, Human Services and Aging Committee
public hearing on W-2 in LaCrosse

Assembly Welfare Reform Committee working meeting to
review proposed changes to AB 591

Assembly Welfare Reform Committee exec oxi W-2

Joint Finance Committee public hearing on W-2 in
Madison

Joint Finance Committee exec on W-2

it

Floor debate in Assembly
Bill passed/messaged to Senate

Floor debate in Senate
Bill passed and sent to Governor for signature

Govemor signs bill; Wisconsin Works legislation enacted

as 1995 Wisconsin Act 289 with effective date of May 10,
1996; W-2 provisions effective as of July 1, 1996 '
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TOMMY G. THOMPSON

Governor _
State of Wisconsin

April 25, 1996

at

TO THE HONORABLE MEMBERS OF THE ASSEMBLY:

I bave approved Assembly Bill 591 as 1995 Act 289 and have deposited it in the Office of the Secretary of
State. [ have exercised the partial veto in a number of areas,

{ am very pleased to sign the country’s most significant piece of welfare reform legistation. Through a
series of waivers and pilot programs, beginning with Leamfare in 1987, we have esmblished the basic
premise that for those who can work, only work should pay, and that everybody should work to the extent
of their abilities. Welfare should be used as a temporary last resort, and should provide incentives to
promote individuals® efforts to amain self sufficiency. It shouid provide only as much service as an
individual asks for and its faimess shouid be measured by comparison to working families who are

supporting their families without public assistance. This set of principles has been one of the keystones of
this administrarion. It culminates with the signing of this bill.

Several years ago, as a result of thase waivers and pilot programs, we had established a foundartion which
resulted in significant consensus between the executive and legisiative branches on the need to move
forward to meaningful. comprehensive resructuring of the welfare system. It remamed‘anly 10 determine
the design of that reform. AB 591, Wiscoasin Works or W-2, is that design. [t is the result of many
months of concentrated work by both of these branches of government, and I have every confidence that it

will change and improve both the lives of those who must rely on some support from their govemment and
the communities in which they live.

Working togethter to impiement the provisions of AB 591, we can change our state forever to one where
those who are able to work do so, and where those who are not are given the incentives and suppors they
need to enable them to do so. We will be a state where all citizens are educated and trained to work and
expected to do so, where communities work together to provide temporary help to those who need it, and

where the government of the state acts 10 enable persons to work, instead of simply providing cash to .
individuals who are not working. 7

WISCONSIN WORKS PROVISIONS

The Wisconsin Works (W-2) initiasive that | proposed in September 1995 is enacted in this legislation. It
responds to the directive in 1993 Wisconsin Act 99 to replace the current welfare system by January 1

1999. That replacemeant system, as embodied in this legislation, will have the following characteristics for
clients:

For those who cannot immediately enter the workforce, provide 3 leveis of employment
support:

- Trial jobs, for which a subsidy is provided to employers for a limited time, to meet the
needs of those without 2 work history;

- Community Service jobs, for those who need to practice the work "habits and skills
necessary to be hired by a private business; and

- W-2 Transition jobs, for those not yet able to perform self-susnmmg work, where they
can participate in activities consistent with their abilities.

1
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*  Provide heaith care, delivered through managed care providers, to all families with low
incomes and low assets who do not bave coverage provided by their employers. All families
will pay a porrion of their heaith care premium based on mcome.

e Provide child care for all eligible families with low income and low assets who need it to
work. All families will pay a portion of their child care costs based on income.

Provide educational or training opporrunites for thase who are in Community Service or W-2
Transition employment, to enable them to increase their earning potential.

Provide other services that 2 client needs such as ranspormation, job access loans and the

services of a financial and employment planner for every client who needs assiswance in
developing a plan for seif-sufficieacy.

Assure that child support payments go to whom they belong - working custodial parents and
their children.

To underline that W-2 is intended to help people become self-sufficient. not substitute for self-sufficiency,
participation in the employment components will be limited to 60 months overall, with some exceptions,
and will be limited to shorter periods for each component. To insure that clieots receive the assistance they
need, W-2 agency conwracts will be performance-based, so funds will be channeied to the agencies that are
the most successful in placing and keeping people in private sector employment.

Not only does this legislation provide supports to people differently than in the past, it aiso provides those
supports throughi-a different delivery system. The new sysiem is intended to sorengthen the ties between
people and their communities by creating more support for the needed services at the local level, aad to

integrate employment programs at the state level. To achieve this the W-2 legislation includes the creation
of

Local Community Steering Comminees, made of up community lesders to oversee the '
creation of job oppormunities; and

Children’s Services Networks, to provide a link from families to a comprehensive array of -
services such as food and clothing centers, transporation and bousing.

In 1995 Wisconsin Act 27, the Department of Industry, Labor and Human Relations (DILHR), the
deparunent respoasible for other state-leve! job programs was given responsibility for the current weifare
program and, therefore, for its replacement. DILHR, t0 be renamed the Deparnnent of Industry, Labor and
Job Development (DILID), will integrate the W-2 program into its Parmership for Full Employment
system. As a result of these programs coming together, W-2 will be able to offer its clients the advantages
of “one stop shopping” in aress where the W-2 ageacy and the Job Center are co-located. It will therefore
make the established network between employers and job seekers more accessible to W-2 clients.

W-2 means the end of the sutomatic welfare check. This comprehensive replacement will demand more of
participants, but in the {ong run it will provide independence and a future. The process of developing this

legisiarion has involved citizens and professionals all over the sate. Without thar help this dramatic break
with the past could not bave occurred.

Partial Vetoes

We aow face the equally difficult task of implementing W-2. While [ am very pleased that AB 591 passed
with biparntisan support, I am using the partial veto in 2 aumber of areas. | have done so prirnarily to

" remove sotne of the more onerous and unnecessary rule making requirements or to provide increased
flexibility for the operation of the program. Both of these are necessary to ensure its success.



W-2 Impiementation Dage

Section 84 [as it reiates to the W-2 program implementartion date] specifies that if a federal waiver is
granted or legistation passed, DILJD shall impiement W-2 statewide o sooner than July 1, 1996 and no
latzr than September 1, 1997. I am exercising the partizl veto in this section to remove the specific dare in
September by which W-2 must be implemented statewide because the deparoment needs one additional
implementation month. The originai timetable was coastvucted last summer and assumed passage by fall
or early winter,

.
¢

State as 3 Provider of Last Resont

Section 85 [as it relates to the state as the provider of last resort}] specifies that if no acceptable provider in
a geographical area is selected under the comperitive or noncompetitive processes outlined in the bill,
DILJD shall administer the W-2 program directly for that geographical ares. [ am exercising the partial
veto in this section to swike the word “directly” because DILID needs more flexibility in this situation to
either subcontract the administration of the W-2 program or operate the program itself.

Wa?2

Section 85 [as it relates to requirements for the W-2 agency contracts) requires the deparmment to award the
W-2 contracts at least six months before statewide implementation. It also specifies thas the W-2 conmract
may only be terminated by the mumuai consent of both parties. [ am exercising the partial veto in this
section 1o remove both the six month requirement and the reswiction on when 2 W-2 contract may be
terminated because the department will need additional flexibility in the implementation of W-2, which
will be a challeaging and difficult task. The deparument may need to adjust timeframes as statewide
impiementation draws closer. I do recognize, however, that the W-2 agencies must be given sufficient time
to prepare, especially in those geographical areas where the county has elected to not participate m W-2. 1
am, therefore, directing the deparument to come as close as possible to the six month mnefnme, reporting

to me if this goal is not achievable. In addition, [ am partially vetoing the {anguage regarding the need to

have the mutual coasent of both partes to terminate a contract to allow the department to terminate the
contract of a non-performer.

Bulemaking i
Sectians 85 (as i relazes to rulemaking for W-2 contract components], 38, 94 [as it relates to rulemaking
regarding refusal to pay cerrain child care providers), 95 md”zlﬂrequircDuJDtopmnlgmmlesfor
certain W-2 program components. | am exercising the partial veto in these sections to remove the
rulemaking requiremeat. First, [ do not believe that it was necessary to put this much programmaric and
operational detail either into the statuzes or to require the development of administrative rules on almost
every compoanent in W-2. The legislature understandably wants to maintain oversight over this program
because it is new and radically different than the current welfare system—However, in order for the
department to be able to successfully implement W-2 in the timeframe outlined in AB591, it needsa
certain amount of flexibility. The deparmment must focus on the development of federal waivers, the W-2
request for proposals and other critical steps in the transition from AFDC 1o W-2. Having to promulgare
rules for so many parts of W-2 will only consume valuable staff resources that are needed elsewhere. The
Legislanure will be very involved in the W-2 implementation through upcoming s. 13.10 requests, the
1997-99 biennial budget and, more than likely, follow-up legisiation. It is not prudent to impede the

deparument’s ability to implement W-2 by requiring it to promuigate rules oa marters that can be done

either in the W-2 contracts or as part of the admimistrative handbook and policy clarification memos to the
W-2 agencies.

Requirements on Empilovers

Section 85 [as it relates to requirements for written contracts with trial job employer] specifies that the W-2
agency must eater into a written contract with each trial job employer. The coatract terms shail include the
hourly wage at which the trial job participant is to be paid, which may not be less than minimum wage. [
am exercising the partial veto in this section because it is not necessary to include the requirement to have 3
written contract in the santes. Without stanstary language directing this, wrien contracts are already used
in the on-the-job (OJT) training programs and will also be used in the W-2 program.



Extensions of the 60 Manth L ifetime Lims

Section 86 specifies that the W-2 agency may extead the 60 month overall time limit on participanion, if
warranted by ugusual circumstances, only in 12-month increments. In addition, DILJD must approve each
extension. [ believe that the W-2 agencies should work intensively with each client who needs to receive
an extension of the 60 month time limit. To be able to provide oniy as much service as needed, their cases
shouid be extended only as needed, not in 12-moath incremeants. These extensions should be determined
by the W-2 agency, in accordance with rules promulgated by the departmen, as the W-2 agencies are the
most familiar with the client's case history. [ do not believe it is necessary that the department review each
and every case, but it will rerain the right to review any case in any geographical area. { am therefore
exercising my partial veto of this section to remove the specific 12-month increment and the requirement
that the department review each extension of the 60 month time limit.

E from Work Requi for Mot ith Y Chilg

Section 89 specifies the benefit levels for each of the W-2 employment positions. it also specifies that an
eligible custodial parent of a child who is 12 weeks or younger is exempt from the work requirement and
may receive a monthly grant of $555. This sectrion further specifies that this tine period is not counted
towards the 60 moath time limit in cerrin circumstances. If the child is born not more than 10 months
after the date that the participant first became eligible for either Aid to Families with Dependent Children
(AFDC) or W-2, the 60 month “clock™ stops for up to 12 weeks. For all other cases except in two
situations, the clock does not stop. These two sinuations are 1) if the baby is the result of sexual assauit or
2) if the mother has not participated in AFDC or a W-2 empioyment position for at least six months and the
child was bomn during that period. 1 do not believe it is appropriaz to stop the clock in the second
circumstance. | am therefore exercising the partial vew in this section in order to stop the'60 moath clock
only when the child was bom less than 10 months after the person was first determined eligible for AFDC
or a W-2 employment position or if the child was coaceived as & resuit of sexual assault. [ believe that this
eliminates any incentive for a woman to have an addmonalchﬂdwhﬂepardcipaﬁngin AFDC or W-2, and

arthe same time does not punish peopie who are just coming on to the system or who were victims of
sexual assauit.

Section 89 also uses the word *“tolling™ to describe the counting of time under the 60 month time limit.
Technically, tolling is defined to mean “to suspend”™. [ am therefore exercising the partial veto because the
use of the word “tolling” is incorrect. The partial veto in this section will make the bill technicaily correct
and consisient with [egisiarive intent.

N

Section 96 specifies what assistance a noncustodial parent is eligible to receive under W-2. The W-2
agency may provide job search assistance and case management designed to enable an eligible
noncustodial parent to obtain and retin work. In addition, ABS91 would allow 2 noncustodial pareat to
participate in an employment position if he or she and the cusindial parent meet the financial eligibility
criteria, if the custodial parent is pot 8 W-2 employment position participant and if the noncustodiat pareat
is subject to a child support order. | am exercising the partial veto in this section to restrict access to W-2
employment positions to custodial parents. Expanding access to W-2 employment positions for
noncustodial parents will increase the cost of W-2. [t will also potentially conflict with the Children First
program because under these provisions 2 noncustodial parens only has to be subject to a child support
order, not necessarily making full and timely psyments. Apenmmﬂdbemmontheuchﬂdsuppon

order and access a paid employment position under W-2 rather than participating in unpaid community
wark experience as required under Children First.

Elipibiliry Criter

Section 86 {as it relazes 10 the participation of more than one indivicizal of 2 Wisconsin Works group in an

ermployment position] provides that an individual is not eligible for 2 Wisconsin Works employment
position if another individual in the same Wisconsin Works group is panticipating in an employment
position at the time of the determinartion of eligibility. [ am exercising the partial veto in this section



because the policy on this issue needs to be very clear. It is our intent that only one adult in 2 W-2 group
may participatz in a trial job, community service job or W-2 transition job at any given time. The partial
veto removes the reference to the time of eligibility determination. [ am, at the same time, directing the

deparmoent 1o review this policy and to determine if it creates a disincentive 1 marriage and 0 make
recommendations, if it is found to do so.

Sections 56, S6c, 56d, S6f, 56g, 94 [as it relares to the child care co-paymeant schedule] and 279 [as it
relates to child care eligibility and co-payment schedules) place the new child care eligibility and co-
payment schedules in the stanues. The Legislansmre maintained an overall eligibility for child care
assistance of 165% of the {ederal poverty line, but made the co-payment schedule more genercus than
originally proposed. In addition, rather than being effective upon passage of the bill, the new co-payment
schedule and income limits for current low income child care recipients would be phased in during FY97.
[ support the cbanges made by the Legislanure in this area. Having access 0 affordable child care is a
¢critical etement for people leaving the welfare system. The Legislanure recognized this and reallocated
funds from other W-2 components in response. [n addition, while the phase-in of the new eligibility and
co-payment schedule for the current low income child care recipients will be administranively compiex, |
understand and support the idea that these changes should be made gradually in order 1o allow peaple to
make other sarisfactory arrangements. While I support these modifications, I do not believe that it is
necessary or desirable to have this level of detail specifically laid out in the swagutes. Historically, co-
payment schedules have not been included in the sanines and | see no reason to change that precedent. In -
addition, the 14 day passive review process that was established to allow the Joint Commuittee on Finance
(JCF) 10 uniiaterally modify statutes is not an appropriate role for this committee. [ am therefore vewing
these provisions and [ am directing the Deparunent of Health and Family Services (DHFS) and DILID 0

administrarively establish the same child care co-payment scheduies and the same phase-in process for
current low income child care recipients as in ABS91.

Regularion of Child Care Provid

Sections 27 and 74 relate to the reguiztion of child care providers. Section 27 directs DHFS to maintain
the current leveis of child care regulatory standards for licensed group centes, licensed family day-care,
Level | and Level {1 cerified providers. Section 74 places current administrarive rules regarding training
requirements for Level [ cenified family day care providers in the sannes.  To date, this department has
effectvely regulated child care providers either through administrative rules and/or guidelines. [ am
vetoing section 27 and exercising the partial veto in section 74 ta remove the specific rzining requirement
because it is not necessary to have these provisions specifically included in the stanutes.

Heaith Care Co-pavment Schedules

Section 93 [as it retates 10 the heaith care co-payment schedule) establishes in the statutes the monthly
premium schedule that an individuat who qualifies for the Wisconsin Works health plan will pay. As with
child care, baving access to affordable health care is a critical element for people leaving the weifare
system. ABS91 assumes that everyone should contribute to the cost of their beaith care. The co-payment
or cost-sharing premium schedule included in AB591 is very reasonable, Again, however, [ do not believe
that it is necessary or desirable to have this level of specificity laid out in the stnnes. Historically, co-
payment schedules have not been included in the stannes and I see no rexson to change that precedent. In
addition, the 14 day passive review process that was established to allow JCF to unilaterally modify
stamtes is not an appropriate role for this committee. [ am therefore vetoing these provisions and am

directing DHFS t0 administwratively establish the same heaith care premium cost-sharing schedule as in
ABS91L. ‘

Section 93 [as it relates to eligibility determination] specifies that the W-2 agency shall make the eligibility
determination within two working days and that DHFS or the provider shail issue the heaith plan
membership care to an individual within three working days. [ am exercising the partial veto in this section
because these rimelines are too prescriptive. It is cerminly this adminiswation’s intent that a person’s



application and membership card be processed as quickly as posfble However, these rigid timelines do

not allow flexibility to address unforeseen circumstance that could cause 2 delay In addition, these issues
can be addressed through conwactng.

Asset Test for Pregnant Women and Children
Section 93 [ as it relates to the asset criteria] specifies the income and asset criteria that a Wisconsin Works
group must meet in order to be eligible for the W-2 health care plan. ABS91 applies a different asset test o
© pregnant women and children up to age |2 than to the rest of the W-2 health care pian participants. For
this group of people, the W-2 agencies shall exciude all of the resources specified under 42 USC 1382b (a),
which is the section of the federal code that enumerates the asset test for the federal Supplemental Security
Income (SSI) program. However, thé motion made by JCF was to model the asset test after the spousal
impoverishment asser test, which is broader than SSI.  Even if the spousal impoverishment asset test had
been referenced, I believe that it would be confusing and administratively difficuit to apply two different

asset tests to, in some cases, the same family. [ am exercising the partial veto to apply the same asset test
10 all W-2 health care plan partcipants.

Health Care Spenddown

Section 93 [as it relates to medically needy individuals] specifies that nonpregnant adults and children ages
12 to 18 years old, who meet the other requirements of the W-2 heaith care plan, but have income in excess
of 165% of the federal poverty level can qualify for the W-2 health care plan if they spend down to 165%
of paverty. This group would remain subject to the employer-offered heaith care rules in ABS91. In
addition, this section specifies that pregnant women and children under 6 vears old with excess income
may also spend down to 165% of poverty, but children ages 6 to 12 would have to spend down to 100% of
poverry. Neither of these two groups would be subject to the empioyer-offered health eare rules.

Under current law, nonpregnant adults are not eligible under the spenddown program. Children ages 6 to
18 have to spend down to 13333% of the AFDC grant size, which for a family of three is roughly 65% of
poverty, Under the W-2 bill, as it was originaily submined, spenddown was eliminated for all groups.
While [ understand the Legistamure's desire to extend a health care safery net to as many-people as possible,
especially pregnant women and children, the provisions of ABS591 will increase the costs of the W-2'

program and go beyond current law eligibility. | am therefore exercising a partial veto of this section to
limit speaddown to pregnant women and children up to 12.

Leamfare Sancrion Amount

Section 143m specifies that 2 dependent child in a Wisconsin work group who fails to meet the school
anendance requirement under the Learnfare program is subject to 2 monthly sanction of $50. The sanction
amount for the curreat Leamnfare program is determined by the deparunent by ruie. [ am exercising the
partal veto of this section in order to remove the $50 from the stanutes because [ believe that the

deparunent should have additional flexibility in the Learnfare program. [ am directing the deparment to
continue to determine the amount of the moathly sanction by rule.

Transpormtion

,Section 275 (4m) (b) requires DILID to identify significant local and regional employment opporumities
and identify the residential locations of current and potential W-2 participants. in addition, no later than
September 30, 1996, DILID shall submit, with assistance from the Department of Transportation (DOT), a
repart to JCF that recommends options that the W-2 agencies could take to facilitate the transportation of
W-2 participants to the employment opporumities. The report may not recommend options that would
have an zdverse impact on existng public tansportation systems. | am exercising the partial veto in this
section to remove the date thag the report must be submitted and to remove the restriction on what options
the report can present. Firsi, submitring the report by September 30, 1996 will make the informarion less
current than it might otherwise be for W-2. [ am therefore directing the two deparmmests to submit the
report no later than the date by which the department must implement W-2 stxtewide. Second, | do not
believe that the report’s options sbould be limited. It is possible that DOT, DILID and local commumities
may develop crearive transportation solutions that work ourside of the public ranspormanion network.



Advanced Famed Income Tax Credi
Sections 21b, 21c, 219m, 225b, 225d, 225¢, 225h, 225j, 2251, 225a and 278 (5g) and (3h) provide
mechanism for an advanced payment of the state earned income rax credit (ETTC), if both an employee and
employer choose to participate. Empioyers could reduce the amount owed for individual income rax
withhoiding or, if thas is insufficient, from unemployment compensartion contributions that are due. DILJD
- would be required to promptly transfer an equal amount from the general fimd to the unempioyment trust
fund, if unemploymezrt compensation is used. Based on the experience of the federal advanced EITC,
where only 1% of the eligible popularion eiect to receive it, partcipation in the voluntary state advanced
payment option is likely to be very low. On the other hand, the cost to the state is likely to be high, both in
terms of administration and payments to persons eventually found to be ineligible for the EITC. Iam
vetoing these provisions because benefits are likely to go to only a few EITC recipients, while the cost to
the state is relatively high. I am directing the deparunent to require, as part of the W-2 contract, the
financial and empioyment planners of the W-2 agencies to help W-2 participants sign up for the federal
advanced earned income tax credit program, [f participation in the federal program increases significantly,
I believe it would be appropriate to revisit the idea of an advanced payment program for the state EITC.

R ive Benefits for Decisi "

Section 92 allows an individual to petition a W-2 agency for a review of cermin actions. [n additon, the
department is required to review a W-2 decision regarding the determinarion of initial eligibility, if
requested t0 do so by either the W-2 agency or the individual. If the deparument reverses a decision on
iniciai eligibility the individual will receive benefits reroactive to the date of the original decision to deny
benefits. The benefits would be computed as if the person had complied with all the requirements of the
W-2 employment positon into which they most likely would bave been placed. | am gxercising the partial
veto of this section to eliminate the requirement that a person receive retroactive benefits if the deparmment
reverses the W-2 ageacy decision. [t would be very difficuit to implement this provision. Assessment of
where the person most likely would have been placed is likety to lead to additional disputes between the
applicant and the W-2 agency. For example, a person may have been able to be piaced in an unsubsidized u
job. In this situarion, it is unclesr what retroactive benefit amount the person should receive. At the same
time, it may be appropriate for a person to receive some level of compensation if the denial is overnurned.

| am directing the departinent to determine the best way to accomplish this goal and to report back to me
and Legisiature,

Report on Homelessness

Section 84 (as it relates to homelessness) requires DILJD to maintain a record detailing satistics on the
homelessness of W.2 participants. | am exervising the partial veto of this section to remove this reporting
requirernent. [ do not believe that this requirement was carefully constucted. It is unciear when or for
how long this informarion shouid be collected. It will not shed any light on the W-2 program if this
informadon is collected as people come into the W-2 office. [f the intear was to see if the W-2 program
had an impact on homelessness, it is more helpful to look at informaricn from homeless shelters and
transitional housing programs. Dats are aiready being collected and compiled on the people using these
services by the Department of Administation’s Division on Housing. This Division will be able to
compile information on the W-2 population as it is implementad.

Emergency Assistance Proeram

Section &3e continues the current AFDC Emergeacy Assistance program after W-2 is implemented with
one modification. In addition, DILID would be required to submit a report to the Legislanure within 12
months of the implementarion of W-2 on the interaction of the this program with the W-2 program. [ am
exercising the parrial veto in this section to remove the reporting requirement as it is administratively
burdensome to the department. | am, however, maintaining the emergency assistance program beyond the

stast of the W-2 program in order to coutinue w0 provide assistance to needy families with dependent
children in the cases of fire, flood, nanrai disaster, homelessness or energy crisis,
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Sections 70d and 70g specify that DHFS, in consuitation with DIIJD, shail determine whether 2 kinship
care child is eligible for Medical Assistance (MA) only if 0o other healith care insurance is available to the
child DHFS's intent was to make kinship care children immediately eligible for MA as they do for
children in {oster care. Just as in foster care, the pareats of the kinship care child will still be required to
initate or continue health care insurance coverage for the child as part of their child suppart obligation. |
am exercising the partial veto in these sections to ensure thar the kinship eare provider does not have t

" bear any costs reiated to the child’s medical care and to ensure thar there is no gap in the child’s heaith care
coverage if the parent is not complying with the child support order.

Section 79 specifies that the maximum oumber of hours that an individual may be required to participate in
the Food Stamp Employment and Training (FSET) program may not exceed the amount of food samp
benefits divided by the federal minimum wage or 40 hours per week, whichever is less. | am exercising a
partial veto of this secrion to remove the language related to the minimum wage calcularion. This language
will limit the department’s ability to require participation in FSET activities. For exampie, the maximum
food starnp benefit for a single aduit is $119 per month. Using the minimum wage formula would resuit in

this individual only being required to participate for seven hours per week. This minimal level of
participation may not iead to self-sufficiency.

- iminal Back { Chect .
Sections 71d, 71m (as it relates to the petition process] and 75 require criminal background investigarions
of kinship care providers, certified day care providers, licensed day care providers and any employees or
adult residents who live in the homes of the providers. Also specified is a list of the crifftinal convictions
that an applicant cannot have on his or her record if applying for a kinship care payment or day care
certificarion or license. An individual who is denied a kinship care payment, cerification or licensure
based on the criminal background investigarion may petition DHSS for a review of that denial. [am
exercising a partial veto of the provisions related to the petition process. The sanutes are very clearand
explicit regarding an applicant’s conviction record. In addition, current stanurtes aiready provide due
process rights to all licensure applicants under s. 48.715. Certificarion applicants may take 2 grievance to
the county deparvmentunder Chapter 62. In addition, [ am directing the Secretary of DHFES to recommend
the best method for individuais to make appeais for the entire kinship care program, nor just for an appeal
regarding the criminal background check." This is a larger issue that is not addressed in the W-2 legislation.

Section 71m (as it relates to employees of a day care center] also specifies that the departunent must
complete a background investigation of each employee and prospective employee of a licensed day care
center. This language is substanrially different from what I proposed or what was in Senate Substinre
Amendment | to SB24 which states that the applicant or ficensee, with the assistmce with the Deparument
of Justice, shall conduct a background investigation of each employee or prospective employee of the
applicant or licensee. [ am partially vewing this section in order to require the day care applicant or
licensee 1o perform the background investigation of each empioyee or prospective employee, not the
deparapent. The language as written would impose a significant new workload oa the deparntment  This
should instead be the responsibility of the licensed day care center as part of their {icensure.

Nonsmnatory Provision o Administrative Rules for W.2

Sectioa 275 {as it relates 10 rules for the administration of W-2) directs DILJD to promuigate rules on the
qualification criteria for the admmistration of the Wisconsin Works program withour the finding of an
emergency. |am partially vetoing the words “qualification criteria™ in section 275 (3) (title) because the

deparment needs emergency rulemaking authoriry for the administration of all of the W-2 program. This
is primarily a technical correction,

state Supplemental Security Income (SSD Suppismens
Sections 175 and 209 create a separate supplemental paywment under the smte’s SSI program for castodial
parents who receive SSI and who have dependent children. The supplement was intended to repiace the



AFDC payment that the child is currently receiving, once W-2 is implemented. The child was to contnue
to receive Medical Assistance coverage. Unformnatety, these sections do not reflect the Adminisrarion’s
intent. A federal waiver is necessary before the department can make this supplementat SSI payment in
lieu of an AFDC payment for the child. [ am vetoing these sections because the provision in ABS91 would
require the deparunent to make this payment beginning July |, 1996 whether the waiver had been approved
or not and whether the dependent child was receiving AFDC or not. [ am directing the deparunent to
pursue the legislarion needed to implement the provision as onginally intended.

Sections 250, 250m and 279 (as it relates 1o qualifying coverage definition] include provisions on high
cost-share beaefit plans that are linked to 2 mx-preferred savings pian for payment of medical expenses,
which are often referred to as medical savings accounts. Under ABS91, porubility of coverageand -
guaranteed acceptance rights would be limited for MSAs under certain circumstances. If a person has had
a MSA within 60 days of the effective date of his or her new job's heaith care coverage, and that new
coverage includes a choice between a MSA and group health coverage, and the employee chooses to
switch 10 a group health care pian, pormbility of coverage and guaranteed acceprance rights are not-
available. [ am exercising the partial veto in these sections to remove any reference to high cost-share
benefit plans thar are linked to a tax-preferred savings plan for payment of medical expenses, including the
portability and guaranteed accepuance reswictions for several reasons. First, 1ax-exempt MSAs have nor yet
been created at either the federal or state level. ABS91 does not create MSAs either; it only provided fora
limit on MSA porability and guaranteed acceptance in the event that other legisiation is passed thar creates
the MSAs. [ have been involved in discussions at the federal level on this issue and it is not clear o me
that the federal legisiation creating MSAs will pass in the near funure. Furthermore, the state Legislamre is
currently debaring a bill (ABS545) that wouild create MSAs in Wisconsin. Any limits qan the poruability or
guaranteed acceprance of MSASs should be included with the legislarion thart acnnaily creates the MSAs. |

do aot believe it is appropriate to reain this language in the stannres in anticipation of the passage of a
MBSA bill.

1 believe that these partial vetoes make a good piece of legisiation even better. We can now move forward
to implement this pathbreaking welfare reform measure. ) '

Respectfully submited,
TO . THOMPSON
Govemnor
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THE WHITE HOUSE
WASHINGTON
June 10, 1996

MEMORANDUM FOR JACK QUINN
KATHY WALLMAN

FROM: ELENA KAGAN
SUBJECT: WISCONSIN WAIVER APPLICATION

The Wisconsin waiver application appears to present two
serious constitutional issues. (HHS attorneys also believe the
application presents two statutory problems -- one under the
Disabilities Act and one under the Fair Labor Standards Act --
but OLC has not yet started to look into these issues.) 1In this

memo, I briefly summarize the constitutional issues, first noting
the arguments {already being pressed by HHS attorneys and, more
tentatively, OLC deputies} that certain provisions in the waiver
application violate the Constitution and then offering the best
available responses to those arguments. Finally I suggest, in
light of the President's desire to approve the waiver, one way to
fudge these issues; this approach would allow Wisconsin to pursue
its desired course without deeming that course constitutional,
effectively punting the legal questions to the courts.

1. Right to travel issue. Under the Wisconsin program, an
individual must reside in the State for at least 60 days prior to
applying for a "Wisconsin works" employment position. There is a
strong argument that this provision is unconstitutional under
Shapiro v. Thompson. It is, however, possible to distinguish
Shapiro. Moreover, this distinction, though not very convincing
on its face, gains a measure of credibility from the widespread
hostility to Shapiro, which may make the Court grab hold of any
means available to confine that case to its facts.

In Shapiro, the Supreme Court held unconstitutional a
statute requiring a person to reside within a State for a year
prior to receiving welfare assistance. The Court reasoned that
because this provision burdened a person's constitutional "right
to travel” (i.e., to move to another state), the State had to
show that the provision was necessary to achieve a compelling
interest. The Court then found that the State had failed to make
the requisite showing.

Under a straightforward application of Shapiro, the
Wisconsin residency requirement is unconstituticnal. On this
view (currently held by both HHS attorneys and OLC deputies), the
requirement, just like the one at issue in Shapiro, impermissibly
burdens a welfare recipient's ability to move to the State.

There is, however, one obvious difference between the
Wisceonsin provision and the Shapiro provision: the difference



i asinn pan s

between a year and sixty days. This difference could change the
constitutional analysis on either of two theories. First, it
might be argued that because Wisconsin's provision imposes less
of a burden on a person's right to travel, that provision should
be held to a less strict standard of review than the one at issue
in Shapiro. Wisconsin then could claim that its interests in the
residency requirement in fact meet this lesser standard. This
argument, however, seems quite weak. Standards of constitutional
review do not usually vary in accordance with how much an action
burdens a right, at least assuming the burden is not de minimis.
And no sensible person could say that a state's determination to
deprive a welfare recipient of benefits for two months would have
only a de minimis effect on her ability to move to that state.

More promisingly, it might be claimed that Wisconsin's 60-
day waiting pericd in fact meets the strict scrutiny standard,
whereas the one-year period at issue in Shapiro could not. The
Court in Shapiro clearly viewed the length of the waiting period
as evidence that the State adopted the requirement to keep poor
people out of the State -~- an intent the Court held illegitimate;
the Court saw no other, constitutionally legitimate let alone
compelling, interest that would necessitate such a long waiting
period. By contrast, it might be easier to portray a 60-day
waiting period as a necessary administrative device, intended to
promote rational budgeting, ensure orderly eligibility decisions,
prevent fraud, and so forth. This argument would be strengthened
to the extent Wisconsin subjects other state-provided services to
the same residency requirement. (For example, it would be quite
useful if Wisconsin insisted on a 60-day residency period before
granting in-state tuition or voting privileges.)

Even in these circumstances, however, the argument seems
fairly tenuous. Shapiro also contains language suggesting that
states simply do not need residency requirements -- of any length
-- to achieve their administrative interests. In this vein, it
may be especially hard to explain why a State, acting only to
advance these proper purposes, needs to completely deny benefits
for a set pericd, rather than to delay benefits for this time
(thus allowing an orderly decision on eligibility) and then grant
the benefits retrocactively. Thus, if the Court sticks with the
basic message of Shapiro, Wisconsin will be hard put to show that
it could not achieve its legitimate purposes through means less
drastic than the 60-day period.

What gives the proposed distinction some viability is that
Shapiro might well be on the Supreme Court's chopping block; many
view the decision as one of the worst excesses of the Warren
Court, and certain Justices have indicated that they want to
overrule it. At the least, the current Court might welcome an
opportunity to interpret Shapiro narrowly, as essentially
applying only to its own facts. OLC does not like to take such
considerations into account; it generally thinks that as long as
the law remains the law, it should be treated as the law. But it
would be obtuse not to recognize that any pronouncement that the
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Wisconsin provision violates the Constitution would stand on an
uncertain foundation.

2. Procedural due process issue. The Wisconsin program offers
fairly paltry procedural protections to persons dependent on it
for assistance. This aspect of the program raises real concerns
under the Due Process Clause: indeed, OLC told me last week that
in light of the Supreme Court's decision in Goldberg v. Kelly,
Wisconsin's proposed procedural framework clearly violates
constitutional standards. I do not think this conclusion follows
so easily; indeed, I think there is a reasonably strong argument
that the Wisconsin program is not subject to the requirements of
due process. I have communicated this argument to OLC, which is
currently considering whether it agrees.

Under the Wisconsin program, a "Wisconsin works agency" -- a
local (sometimes governmental, sometimes non-governmental) group
under contract with Wisconsin's Department of Industry, Labor,
and Job Development to administer the Wisconsin works program in
a geographic area -- may refuse, modify, or terminate benefits
without a prior hearing. If the person affected files a petition
within 45 days, the agency must provide "reasonable notice and
opportunity for a review" and as soon as possible thereafter
render a decision. The Department, upon a petition of either the
person affected or the works agency, generally has discretion to

review this decision. (But where the decision at issue denies an
application for benefits based solely on a determination of
financial ineligibility, Departmental review is mandatory.) Even

if the Department reverses the agency's decision, the affected
person receives no retroactive benefits.

In Goldberg v. Kelly, the Supreme Court held that the Due
Process Clause required a State providing assistance under the
AFDC program to grant a recipient notice and an evidentiary
hearing (including the opportunity to submit evidence orally or
in writing, to cross-examine opposing witnesses, and to retain a
lawyer) prior to terminating any benefits. The Court reached
this conclusion upon finding that a welfare recipient's interest
in avoiding "grievous loss" (and society's interest in fostering
"dignity and well-being" through the welfare system) outweighed
the government's interest in conserving fiscal and administrative
resources.

At first blush (HHS and OLC seem to think at last blush
too), Goldberg commands the invalidation of Wisconsin's hearing
provisions. In Wisconsin, a works agency can terminate benefits
prior to giving the recipient notice or a hearing. This is
exactly what Goldberg prohibits. Indeed, Wisconsin does not
guarantee even a post-termination evidentiary hearing. Only the
works agency -- which may be a private actor under contract with
the government -- need review the termination; the Department's
review is discretionary. And there is nothing to indicate that
the review -- whether by the agency or by the Department -- will
include an evidentiary hearing of the kind Goldberg contemplates,



with the ability to offer evidence and confront adverse
witnesses.

But Goldberg is based on one essential premise; if that
premise evaporates, so too do the due process requirements the
decision articulates. That premise, in the words of the Court,
is that "[welfare) benefits are a matter of statutory entitlement
for persons qualified to receive them." It is only when a person
has an entitlement of some kind to a substantive benefit (only
when, that is, the benefit counts as "property" within the
meaning of the Due Process Clause) that denial of the benefit
demands procedural safeguards. This is why, to use a concrete
example, the government must provide due process (notice and a
hearing) before dismissing an employee who has a "for cause”
provision in his employment contract, but need not provide such
process to an employee who lacks such a contract clause. It is
only the former who has a contractual "entitlement" to

employment, and it is only this entitlement -- this property
interest -- that invokes the requirements of the due process
clause. -

It thus becomes extremely important that the Wisconsin
legislation at issue specifically disavows any creation of an
entitlement on the part of welfare recipients. 1In the words of
the statute (in a subsection labeled "Nonentitlement"),
"Notwithstanding fulfillment of the eligibility requirements for
any component of Wisconsin works, an individual is not entitled
to services or benefits under Wisconsin works." It is at least
arguable that this provision of the Wisconsin law makes Goldberg
completely inapplicable. Goldberg, or so the argument goes, sets
forth due process standards for cases in which a statute grants
an entitlement to welfare assistance; where a statute explicitly
denies such an entitlement, effectively leaving the provision of
assistance to the discretion of the State, due process standards
never come into play. Stated another way, the difference between
Goldberg and this case is identical to the difference between the
cases noted above involving "for cause” and "at-will employment"”
contractual clauses.

A court, of course, might reject this analysis and apply
Goldberg notwithstanding the Wisconsin law's "Nonentitlement"
provision. Such a court might reason that the government cannot
insulate itself from due process requirements simply by labeling
a given benefit as a "nonentitlement.” If, for example, a law
details certain qualifications for receiving a benefit -- and,
further, if those qualified to receive the benefit in fact always
do so -- then there is a good case for disregarding the State's

terminology and treating the benefit as an property. Perhaps,

then, in evaluating the Wisconsin program, a court should look
behind the formal description of the benefit and ask whether (and
how) the State exercises discretion and, relatedly, whether the
State's actions generate legitimate expectations on the part of
recipients. And perhaps (though perhaps not) when viewed in this
non-formalist light, the Wisconsin program would look similar to



the program in Goldberg, leading to adoption of the identical due
process requirements.

The key point, however, is that there is a pretty decent
constitutional argument that Goldberg does not apply here -- more
specifically, that the due process clause imposes no procedural
requirements on the Wisconsin program, because the substantive
benefits provided in that program do not count as property
interests.

3. Recommended Approach

One possible approach is simply to approve Wisconsin's
residency requirement and procedural provisions as written, thus
implicitly finding that they satisfy constitutional standards. I
have argued that there is a very credible argument that the
procedural provisions do so and a not wholly embarrassing
argument that the residency requirement does so too. Perhaps the
existence of such arguments allows simple approval of these
provisions.

Another approach is to fudge the issue, allowing Wisconsin
to do what it wishes, but withholding judgment on the legality of
such action and pushing these questions to the courts. For
example, the Secretary could approve the eligibility requirements
(including the sixty-day waiting period for non-residents) and
the procedural provisions "insofar as and to the extent that they
comport with applicable constitutional requirements.”™ Or the
Secretary could be more specific, approving the sixty-day waiting
period "insofar as that requirement is necessary to achieve a
compelling state interest" (thus signalling continued approval of
the Shapiro framework) or approving the procedural provisions "to
the extent such provisions apply to non-property interests" (thus
signalling continued approval of the Goldberg analysis). The
variations here are almost endless. All would license the State
to act without sanctioning the constitutionality of such action,
leaving it for the courts to determine whether the action is
indeed lawful.

The above suggestions of course assume that we want to allow
use of Wisconsin's proposed residency requirement and procedural
provisions. If for some reason we do not, we need only accept
the constitutional arguments now being pressed by HHS and OLC.



October 25, 1993

MEMORANDUM FOR MACK MCLARTY
GEORGE STEPHANOPOULOS

DAVID GERGEN
MARCIA HALE
JOAN BAGGETT
CAROL RASCO
LEON PANETTA
JOHN PODESTA
MARK GEAREN

FROM Kathi Way, Domestic Policy/7777

SUBJECT: Welfare Reform Waiver Approval for Wisconsin

Attached are three documents related to the Wisconsin waiver
rollout. The first is background information on the Wisconsin
and Georgia waivers. The second is a draft press release from
HHS. The third are the final draft terms and conditions for the
Wisconsin waiver. HHS will fax to Wisconsin this evening the
draft terms and conditions. We expect to finalize the waiver
tomorrow. -

Please review all enclosures and contact me tomorrow morning
with any concerns.

cc: Keith Mason
Linda Moore
Belle Sawhill
Bruce Reed
Jodi Greenstone
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BACKGROUNRD IN?OﬁMATION ON THE WISCONSIN WELFARE WAIVER

on Tuesday, October 26, HHS intends to approve the state of
Wisconsin’s Work Not Welfare Demonstration. This demonstration
will be conducted in two counties (to be designated by the
state), beginning on January 1, 1995.

_ Wisconsin’s Work Not Welfare Demonstration

As originally submitted in mid-July, the prcposal sought to
reduce the time and duration of adults on welfare by
guaranteeing, within a four year period, no more than. 24 months
of cash benefits and only 12 months of additional transitional
medical and child care. At the end of 24 months cash benefits
would cease for a 36 month period. As a condition of AFDC

..... — -Teceipt, the state would require participation in education,
training and work during the initial two years, and would prov1de
no additional cash benefits for a child born to participants in

the program.

Over the course of discussions between the Administration for
children and Families and the state, including face-to-face
meetings beth in Washington and Wisconsin, significant
modifications to the most harmful aspects of Wisconsin’s cold-
turkey time limit approach were achieved. The agreement ensures
that extension of cash benefits will be extended when individuals
have cooperated in their efforts to find work but are unable to
find an appropriate job locally. Medical care will not be cut
off at the end of the 24 months. Furthermore, the "family cap"
would be moedified so that it would apply only to families who
conceived children while on AFDC or within the subseguent six
months. ' Other modifications were made to prevent unusual
hardship. :

Announcement and Notification Schedule

Tomorrow morning Walter Broadnax will call Governor Thompson to
notify him of the decision. Simultaneously the transmittal
letter and the approved terms and conditions will be sent to the
state. At the same time, HHS will notify key members of the
congressional delegation, key state assembly members and :the
Mayor of Milwaukee of the decision. These calls are an effort to
give them as much warning as possible of the decision.

HHS also intends to approve the Georgia demonstration, entitled
"Personal Accountability and Responsibility Project,® tomorrow.
(See draft press release, attached)
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Considerations and Timing

The timing of this approval is delicate for several reasons.

" The Governor has pushed for as early approval as possible, and

Mary Jo Bane, Assistant Secretary for Children and Families was
authorized to make every effort to come to agreement with the
state. This agreement was sguccessfully achieved. i

Nevertheless, in Wisconsin, the state legislature must approve
any such demonstration. Last week the Republican-controlled
state Senate approved the Governor’s plan with few modifications,
and the Democratic Assembly is scheduled to take some action (or
seek to delay action) prior to the end of the legislative session
(scheduled for Thursday evening, October 28).

We believe that if we do not proceed now, the Governor is likely
to announce his concerns and disappointment very publicly,
including indicating that he had understood that we had come to
agreement. There is a reascnable chance that the Governor’s bill
will pass in any case, in which case we are back to the beginning
of working out any agreement. If the Democrats don’t pass their
bill, and it is not anticipated that they will, we will have made
our ability to get a satisfactory agreement on the demonstration
even more difficult. If no bill passes, the situation will be
more ambigquous. _

When we announce the decision tomorrow, however, there is little
doubt that the Assembly will feel undercut and that the Mayor of
Milwaukee and some members of the Congressional delegation,
notably Senator Feingold who sent Secretary Shalala a letter
asking that we delay our decisicn until after the legislature has
acted, will be angered.
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UL DEFARTMENT OF HEALTH AND HMUMAN STRVICES
FOR IMNEDIATE RELEASE Contact: David Siegel
(203) 401-9215
HHS Assistant Secretary for Chilédren and Families Mary Jo Bane
today announced the department'’s approval of a wvelfare damonstration
in the state of Wisconsin. The demonstration will ocperate in two
Wisconsin counties. .

— Under the plan, called “Work Not Welfare,* recipients of AFDC
cash assistance will ba encouraged to work or leck for jobs. The
plan provides case managemant, employment activitjes and work
experience to facilitat; erployment. Receipt of APDC cash
assistance wvould be time-limited, except under certain conditions,
such as inmability to find employment in the local area due to lack
of appropriate jobs.

"our approval of Wisconsin's demconstration shows that the

Clinten administration is serious about providing states with the

flexibility needed to test innovations,® esaid Bana. "This is ane of =

several state demonstrations designed to test the concept of time-
lizpited receipt of AFDC benefits.®

The Wisconsin program also includes the following slemonts
wvhich will affect the state's AFDC program:

o With exceptions, receipt of APDC benefits will be limited to
two Yeara in a four-vear period:

© Elimination of 100 hour worX rule; and
¢ Child support will be pald directly to the AFDX custodial
parent in cases where the funds are collgcted by the state.

- More -
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If approved by the state legimlature, the demonstration will be
carefully evaluated and will run for 11 years.

RHS Secrstary Donna E. Shalala, who was chancellor of the
university of Wisconsin, recusad hersel? from the Wisconsin waiver

decision.
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effective beginning with the implementation date as
specified herein, and will remain in effect through
December 31, 2005, unless the project is terminated
earlier.

Federal approval of waivers, subject to these Waiver
Terms and Conditions, shall not be construed to
establish any precedent that either Department will
follow in the granting of any subsequent request for
vaivers.

- SECTION 2: IMPLEMENTATION

The official project and budget period for the
activities covered by these Waiver Terms and Conditions
is specified in the letters of approval issued by the
Administration for Children and Families and the Health
Care Financing Administration, the Department of Health
and Social Services (DHSS), and the Food and Nutrition
Service, USDA.

Under these Waiver Terms and Conditions, the State will
operate a demonstration of WNW in two counties.of the
State. A designation of the two counties to be covered
by the demonstration shall be submitted to the
Departments for approval at the same time that the
draft evaluation design described in secticn 3.3 is
submitted (by March 1,1994).

AFDC applicants and cases that are subject to the prov1510n55w~

of the demonstration will be called treatment cases in these
Waiver Terms and Conditions. The State will implement the
following provisions requiring waivers to recipients during
recertification for AFDC and to applicants for AFDC at the
demonstration sites during the first 7 years of the
denmonstration after which no new applicants will be taken
into the demonstration:

(1) Food Stamp Cashout and the WNW Payment: Food Stamps
will be cashed out and combined with the AFDC payment
to form the WNW grant. )

{(2) Those Choosing Not tec Enroll in WNW: Those choosing
not to enroll in WNW, will still be eligible for
Medical Assistance, if otherwise eligible for AFDC, and
for ‘Food Stamps coupons.

(3) Time Limit: Cases may receive a WNW grant for 24

2
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(4)

(S

moenths and transitional benefits for 12 months within a
48-month perjod beginning with the first month of
eligjbility under WNW. No cash benefits will be
available for a period of 36 monthes after the last of
the 24 WNW payments is made. If eligible, cases may
receive Food Stamp coupeons during the period that no
cash benefits are available. While certain conditions

~ prevail, months of receipt of WKW will not count toward

either the 24-month or 48-month limitations. These
conditions are spelled out in (5) below.

Recipients who are eligible to receive a WNW grant
under this demonstration will be given the option of
receiving the WNW grant, in which case receipt of
assistance is applied against the 24 month time period,
or to select one of two alternatives. One alternative
is to waive benefits, and the other alternative will be
to waive cash benefits and to receive food stamp
coupons if otherwise eligible for food stamps. Months
for which the client chooses either of these
alternatives will not count toward the 24-month
limitation.

Persons to whom the Work and Training Obligations -
Apply: The work and training obligations apply to all
parents in the budget group and to parents not
themselves eligible except as noted in (5) below.

Conditions Under which Months Do Not Count Toward the
24 and 48-month Time Pericds and Under which the Work
and Training Requirements Do Not Apply:| The work and

training requirement and the accrual of months against =

the 24 and 48-month time periods will not occur for
months during which 1) the case is headed by a teen
parent subject to Wisconsin's Learnfare requirement, 2)
the case head is a minor, 3) the sole custodial parent
or both parents are temporarily incapacitated, 4) the
parent is caring for an incapacitated dependent person,
S) the scole custodial parent or both parents are on
SSI, 6) the case head is a non-legally responsible
relative not included in the grant, and 7) the parent
is caring for a child under 1 year of age that was not
conceived while receiving WNW benefits (during the
period in which a child, conceived while receiving WNW
benefits, is less than 6 months old, the parent will be
exenpt from the work requirement, but the time limits
will not be extended),_except that focd stam

recipients exempt from work reqgistration under 7 CER

273.7 (b 1 i1i) and (v ay not have the food

3
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(6)

(7

(8)

m on o ant ced f ailure
1y w e ork a trainin egquire .

Children conceived while in the WNW program: The AFDC
portion of the WNW payment will not be increased for
children born more than 10 months after first receipt
of WNW, unless the mother ceased receiving WNW for a
period of at least 6 consecutive months and the child
was conceived when the mother was not receiving WNW, or
the child was conceived as a result of rape or incest.
However, the additional children will be included in
applying the gross income test in the regular manner.
The Food Stamp component of the WNW payment will be
increased based on the new household size.

After the Time Limit: Those who reach the 24-month
limit without finding employment will either: 1) be
referred to the Children's Services Network, 2) be
referred to SSI because of severe disabilities, or 3)
continue to receive a grant as determined under
conditions of (8) below.

Extensions of the 24-month eligibility period: Ninety
days prior to the termination of benefits the
individual wijl be informed that benefits will be
terminated. Individvals will be informed that they nay
apply for an extension of benefits, but extensions will
be granted only in very limited circumstances.
Extensions will be granted only to those persons who
are unable to work for reasons such as personal .
disability or incapacity, persons who need to care for ~
a disabled dependent, and persons who have made all
appropriate efforts to find work and are unable to find
employment because local labor market conditions
preclude a reasconable job opportunity. If an extension
ie granted, it is expected that the individual will
participate in some supported work activity within the
limits of his or her ability.

The criteria that will be considered in making a
determination that an individual's benefits should be
extended will include but need nct be limited to: 1)

-whether the recipient has received and/er rejected

offers of employment, has quit a job without good cause
or been fired for cause, 2) the degree to which the
recipient has cooperated, and is cooperating, with the
Agency in work related activities, 3) whether the State
has substantially met its obligation to provide
demonstration services to the individual, and 4)

4
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whether appropriate job opportunities actually exist
locally at a given point in time for individual program
participants.

(9) Assessment and Case Management: Assessment and case
management will be accomplished along the lines of the
"medical model™ by a team representing income
maintenance, JOBS, child support, and child care.

(10) Children's Services Network: Where benefits are
terminated because the time limit has expired,
supporting services will continue to be provided
including helping the family find charitable food and
clothing, WIC, child care for employed parents, and
Medical Assistance—fer—children-only. A special needs

N grant, not to exceed the amount of a child only grant,
will be provided in the forrm of a vendor payment for
housing if a child will be made homeless as a result of
termination of bhenefits. Alseo, families could receive
Food Stamp coupons while ineligible for WNW cash
benefits if otherwise eligible for food stamp coupons.

(11) The 100 Hour Rule: The 100 hour rule in the AFDC-UP
program will be eliminated for recipients but not for

applicants.

(12) The Earned Income Disregard: The $§0 and 1/3 disregard
for earned income will be replaced by a $30 and 1/6
disregard vhich will not be time-limited.

(13) Partial Freezing of Benefits: Benefits, once
determined, will not vary with changes in income
between eligibility determinations unless there is a
drop in earnings for good cause, or the client's income
increases and the client wishes to have the benefit
reduced in order to reduce the clients WNW work and
training obligations (described below).

For_the purposes of determining the food stamp portion

of WNW grant, all ticipatin ousehelds wi
have their income averaged over the gix-month,
certification icd. efits 1 be adjusted o

vhen a sjgnificant change in circumstances ogeurs, such
as the followings:
1. change in household size;
2. ew so e of e oyment.:
3. lose of unsubsidized emplovment or
0 gsubstantial reduction of hours bevond the

ecipient's ntrol:
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4. incre ten hour ore in unsubsidized
enplovment;

S. ecei of a w _source of unearned income;
and

[ increases or decreases in existing sources of
unearned income totali 0 _or e

(14) Work and Training Obligations: There is no work

requirement for the first month of eligibility. After
the first month, the WNW grant is considered payment
for activities clients performed the previous month.
Clients without a high schocl diploma will be referred
to a GED program. Where approprlate, education and
training will generally occur in the first 12 months of

eligibility. Those involved in part-txme education or

training may also be required to participate in a work
activity. For those required to work, hoursg will be .
determined by dividing the grant by the minimum wage,
but will not exceed 40 hours per adult participant.

The 40 hour requirement can be a combination of a part-
time unsubsidized job and of some agency related

 requirement. The WNW payment will be reduced by the

(15)

(16)

minimum wage times the number of hours of the client's
obligation not met (except in cases where there is good

cause). Benefjits wi not be reduced belo 10.
Recipients withou ood cauge wi be allowed to make
missed heo to time the sanction is imposed

ke-up_ hours ¢an_re nably_be made avai le. If the
agency does not substantially meet its responsibilities
in terms of ensuring education and training
opportunities, work assignments, day care and other
necessary services the client will still receive a cash
payment—ba%—Hi%%—beﬂmr4ﬂH&aw&eas—te—%he—%4—eaé—4ﬁ—
month—time-—limies.

Work Experience: For those required to work, the work
experience includes unsubsidized or partially
subsidized employment, the Community Work Experience
Program (CWEP), or an Independence Job - a Jjob
developed specifilcally for WNW recipients by the
county. Those that have had an Independence Job,
obtain another job, and lose that job may return to an
independence job.

Direct Child Support: All child support payments will

go directly to the client. The monthly payment, except
for $50, will count as income when determining the WNW

grant.

4_‘]'
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Migration from Demonstration Counties: A treatment
case that moves from a demonstration county will still
be subject to the time limits. It will not be subject
to the work requirements, will not receive all the
enhanced services offered in the demonstration
counties, will not have Food Stamp coupons cashed-ocut,
and will have AFDC and Food Stamp benefits calculated
using regular program eligibility procedures. However,

. if a treatnent case moves from a demonstration county,

(18)

(19)

then that client will be eligible for the rent voucher
(as described under Children's Services Network above)
and will be prioritized for JOBS participation.

Transitional Services: Up to 12 months of transitional
child care services are available, within the 4-year
period starting with receipt of WNW grants, for clients
who: 1) have lost eligibility because of earnings, 2)
become employed after using up their 24 months of
eligibility, or 3) who have a job and decline WNW
benefits even though eligible. Up to 12 months of
transitional medical services are similarly available
within the four year pericd beginning with the first .
month of receipt of WNW benefits. Transitional medical
services may include paying the employee portion of a
health coverage plan. Transitional child care and
nedical care (see below) are to be offered on a sliding
scale fee basis based on earnings.

Medjcaid Benefits: Adults and children who will

otherwise eli fo edic except e

icaid transition efit, will coptinu o _be =

eligible for MA benefjits after loss of WNW eligibility.

For those months that a case receives transitional
Medicaid a premium —may be charged. HCFA will work
with DHSS to develop a premium schedule acceptable to
HCFA. Months of transitional Medicaid can be declared
retroactively and Medicaid premiums can be paid
retroactively. No Medicaid payments will be made for a
month for which the premium has nct been paid,

Nutrition ucati Com ent: Nutrition educatio

will be mandatory for WNW recipients. The case

a eme tea 11 require recipients to rticipate
in g training component that will result in
demonstrable changes in knowledge, skills, attitudes
and ‘behaviors in the areas of food budgeting and
nutrition. USDA will work with Wisconsin to desian the
substance of the nutrition educaticn component and the

7



, 067-25-1993 17:28  FROM O 94567828 P.1S

UKAF |

-

Wisconsin - Work Not Welfare Demonstration

evaluation methodology for this component,

2.3 For purposes of AFDC, Food Stamp, and Medicaid Quality
Contreol, the eligibility of and amount of benefits for
families in WNW will be reviewed against the rules of the
demonstration, in lieu of the rules being waived. _Food
Stamp Quality Control review procedures will be incorporated
into the forthcoming FNS letter.

SECTION 3: EVALUATION

3.0 The costs of approved evaluation activities will be matched
at 50 percent for the duration of the evaluation and are
excluded from cost neutrality requirements. The Department
of Health and Human Services will match all evaluation
costs. Evaluation components not approved by the Department
will not qualify for Federal matching funds. Evaluation
costs will include all costs necessary to carry out the
approved evaluation plan, including costs for evaluation
activities carried out by State and local agencies as well
as those carried out by the evaluation contractor.

3.1 Nco later than one month after the State and Departments
reach agreements on an evaluation design as specified in
3.3, the State will submit to the Departments, for appreval,

a draft Request for Proposal (RFP) for a contract to conduct
an evaluation of the demonstration. The RFP mucst specify,

in sufficient detail, the objectivesz of the project, the
evaluation design, the specific taske to be conducted, the . .
time frames for conducting those tasks, and a schedule and
‘list of deliverables. The research questions to be studied,
the major variables to be measured, the data collection
methedology, and the major data analyses to be performed

must be clearly described.

The evaluaticn contracteor must be an entity independent of
the W i 3
executiv ran £ e ate except the State
University, and must be gqualified and have experience in
evaluating social experiments of the design, scale, and
duration of that proposed by the State.

The RFP will also indicate that the selected contractor will
be required to address in its evaluation plan any potential
problems inherent in the evaluation design related to
analyzing the impact of the program interventions under this
demonstration and the methodology it will employ to minimize
such problems. This must include methods of analysis which



"(b) CONTENTS OF STATE PLANS- A plan meets the requirements of
this subsection if the plan includes the following:
(1) OUTLINE OF FAMILY ASSISTANCE PROGRAM-
"(A) GENERAL PROVISIONS- A written document that outlines
how the State will do the following:
*(i) Conduct a program, designed to serve all
political subdivisions in the State, that provides
assistance to needy families with (or expecting)
children and provides parents with job preparation,
work, and support services to enable them to leave the
program and become self-sufficient.
*(ii) Determine, on an objective and equitable basis,
the needs of and the amount of assistance to be
provided to needy families, and treat families of similar
needs and circumstances similarly, subject to subparagraph (B).



*(v) Grant an opportunity for a fair hearing before
the State agency to any individual to whom assistance
under the program is denied, reduced, or terminated, or
whose request for such assistance is not acted on with
reasonable promptness.
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PRESIDENT WILLIAM J. CLINTON
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Good morning. Our nation’s mission is to offer opportunity to all . . . and to demand

responsibility from all. That is America’s basic bargain. And we can make it real when we
come together as a community, reaching past those things that divide us to find common
ground.

This past week, Democrats and Republicans produced a bipartisan breakthrough for-
America’s working families. On Tuesday, the Senate voted to pass a 90 cent increase in the
minimum wage. Today, the minimum wage is not a living wage. You can’t raise a family
on $4.25 an hour. For years, there has been a bipartisan consensus that the minimum wage
should keep up with the cost of living. For too long, that consensus had broken down. Now
it is restored. I congratulate the Republican members of Congress who joined with the
Democrats to honor work, family, opportunity and responsibility by voting to give minimum
wage workers-a raise. They should send me the final legislation quickly, without delay.

That will be a victory for both parties, and for all working Americans.

The passage of the minimum wage shows what can happen when we are united . . .
when we reach across party lines to work together. Now we must use this momentum to
meet our other challenges as well.

And I am pleased to report real progress toward another key bipartisan goal: welfare
reform. Throughout my presidency, I have been determined to enact real reform that requires
welfare recipients to work, imposes time limits on welfare, cracks down on child support
enforcement, and ts fair to children. For the past 3 1/2 years, I have worked with Congress
to craft legislation that meets these goals.

For months, the Republicans in Congress had insisted that welfare reform be attached
to a misguided plan to repeal Medicaid’s guarantee of quality health care for elderly
Americans, poor children, pregnant women and people with disabilities. I am determined to
make welfare reform the law of the land. But I made it clear that I would not allow
Medicaid to be destroyed -- and I didn’t care what legislation it was attached to.

This week, the Republican leaders in the Congress announced that they are
abandoning their strategy. They now say they will work to pass a straightforward
welfare reform bill that I can sign into law, instead of sending me legislation they knew
I would veto. This is a real breakthrough for the American people. Welfare reform is
no longer a hostage to political games. If we work hard, and work together, we should
now be able to pass real welfare reform -- and do it very soon.



Already, bipartisan legislation has been proposed in the senate by Democrat John
Breaux and Republican John Chafee, and in the House by Republican Mike Castle and
Democrat John Tanner. These are good, strong bills. They would end welfare as we know
it. And they should be the basis for quick agreement between the parties. I look forward to
having a bipartisan welfare reform bill within the next month.

We should also extend this same spirit to our other pressing challenges, as well.

We should pass the Kassebaum-Kennedy health reform bill, which would give 25
million Americans access to health insurance. In its purest form, it passed the Senate
unanimousily. But for months it has been stalled, as Republicans in the Congress have tried
to link it to special interest provisions they know I will not sign. I urge them to reject
political games and come to quick agreement.

And we should reform our illegal immigration laws. I support legislation that builds
on our efforts to restore the rule of law to the border, ensures that American jobs are
reserved for legal workers, and boosts deportation of criminal aliens. But some insist on a
provision that would kick children of illegal immigrants out of school. Every major law
enforcement organization says this could lead to more crime. Let’s put aside this punitive

- measure, and reform our illegal immigration laws now.

It is no secret that this is a political year -- and there will be plenty of time to discuss
our differences in the months to come. But our nation faces challenges that cannot wait until
November.

Real welfare reform. A minimum wage increase. Access to health insurance.
Stronger immigration laws. We can achieve all these things -- if we work together. I look
forward to working with Majority Leader Lott, Speaker Gingrich, and the Democratic
leaders of Congress to do the people’s business in the coming weeks. Let’s make the next
month a time of genuine achievement for the American people. That’s would be good for
both parties. And it would be good for America.

Thank you for listening.



Tuﬁ(f U,\"ﬁb IA}’!({L‘& LuppL'U\.c{

I, Waiwe T m\AL—LI_!AAﬂA_T ? N G‘uue\(
2. TouuMe. )
3 Rennnilt  eant = nv‘g?l\-n \'D ’3’0’75 \

(L G-O(J‘au(u
kl. NetT ooive  OanT . Kellx.‘.

Weik up H ve splien 2.

6 60 L!M“Al-\j




_ July 11, 1996 (1:34pm)
Wisconsin Waiver

Status of Waiver

Administration Action On May 29, Gov. Thompson delivered a 400-page request for waivers of
69 AFDC, 18 Medicaid, and 5 Food Stamp provisions. The Adminstration is prepared to grant
many of the requested waivers and have been working closely with the State to work out mutually
agreeable alternatives in some problem areas. However, a number of critical issues remain
unresolved. Changes made by the State since its original waiver request raised some additional
concerns. Some waiver requests the Executive Branch cannot legally grant -- such as more
stringent Food Stamp sanctions, changes to Foster Care, minimum wage and other labor issues in
work programs, and receiving AFDC funds without providing State matching funds.

Last week, Dole stopped in Wisconsin to attack the Administration for not completing its review
of the waiver. However, the earliest the waiver can be approved without legal challenge is July
11 -- which marks the end of the required 30-day period for public comment.

Congressional Action Last month, the House overwhelmingly passed a bill to deem the entire
Wisconsin waiver approved, after defeating an Obey-Kleczka substitute in a relatively close vote.
The Senate is less likely to move similar legislation because of the range of procedural options
available to Senate Democrats. It is also not clear how the Senate’s legisaltion would look. CBO
would likely advise the Senate that it would score the House’s bill at over $.5 billion. In addition,
Gov. Thompson publicly disavowed parts of the waiver request having to do with worker
displacement.

Public Comments The Administration received comments on this demonstration from an
extremely large number of organizations representing program recipients; providers of social
services including child care; state and national labor organizations; local officials including the
Mayor of Milwaukee; the Catholic archbishop of Milwaukee and representatives of other religious
groups; members of the state legislature and members of the State’s congressional delegation. In
addition, thousands of private citizens participated in letter campaigns or signed a petition to the
department regarding this waiver application. With few exceptions, the individuals and
organizations urged denial of modifications of the waivers. The objections focused especially on
the lack of guarantees of services and jobs, on various provisions that make families worse off,
and on privatization, displacement and the minimum wage.

Key Elements of AFDC Waivers

Work Program- Wisconsin’s waiver would replace AFDC’s cash welfare system with a program
that provides temporary jobs slots (generally up to five years). The State would pay private
sector or local government contractors fixed amounts to provide job slots to those applicants the
contractor deems eligible. After a two-week job search, an applicant would be placed in one of
four programs -- an unsubsidized work or job search (where some child care assistance would be
available), a trial subsidized job, or one of two types of community service jobs.



Wisconsin projects this plan would cut welfare caseloads in half. As an incentive to reduce’
welfare caseloads, contractors could retain funds from higher-than-expected caseload reductions,
and generally would have to pay the costs of lower-than-budgeted caseload reductions.

Benefits Assistance would be based solely on the hours of work -- no work, no money.

- Accordingly, benefits would not be adjusted based on family size. Since families would be
required to provide co-payments for using child care services, benefits could decline with larger
family size.

Protections and Contingencies Only issues related to financial eligibility could be appealed to the
State. All other eligibility, job placement, and sanction decisions would be at the contractor's
discretion, with no right to appeal to the State. Extensions to the time limit for those who "play
by the rules" would also be at the contractor's discretion. It is unclear whether any housing
vouchers for children would be available after the time limit.

Key Elements of Medicaid Waivers

The waiver would end the Federal entitlement to Medicaid for poor families with children. Inits
place, families below 165% of poverty would pay a premium for more limited coverage than is
available under Medicaid. Those who fail to pay premiums, those who drop out of the program,
and most of those with access to employer-sponsored coverage would be ineligible.

MAJOR POLICY ISSUES
There are two ways of approaching the major remaining policy issues in the Wisconsin plan.

’ One approach is to base policy judgements on the principles that the Administration has
consistently articulated in its own legislative proposals, and that have provided the basis
for previous approvals of waiver demonstrations. For example, we would ask whether the
provisions are consistent with the protections for children advocated by the
Administration. We could also use the standard of consistency with the principle of
assuring jobs, health care and child care that both the President and Governor Thompson
have articulated in describing the Wisconsin waiver.

. An alternative approach is to base policy judgements on what would be allowed under
national legislation that the Administration would be willing to accept -- such as the
Breaux-Chafee welfare bill -- rather than what the Administration wants from Congress.

The first approach would deny some provisions of the Wisconsin waiver that the State would be
allowed to implement under the Breaux-Chafee welfare bill. The second approach would anger
some important constituencies and set a new standard for waivers. Many States that have
received waivers would want to renegotiate the existing protections for workers and children, and
future requests would undoubtedly seek to go even further than Wisconsin.

Entitlement and Due Process



B round.

The toughest issue in the entire waiver is how best to make sure that recipients get jobs and child
care, without handing Thompson the chance to claim we vetoed his waiver by insisting upon an
individual entitlement to welfare, which we have not done in the congressional debate. (We have,
however, pressed Congress for much stronger due process protections than Wisconsin proposes.)
The stated intent of the Wisconsin plan is to provide enough work and child care to go around,
and to use savings from caseload reduction toward that purpose, but there is no explicit
guarantee. The Wisconsin statue specifically denies that any individual is entitled to a job slot.
The problem is how to structure a response and hold them to their stated intent. There is not a
simple mechanism for doing this.

The central question is whether to waive paragraph 402(10)(A) of the Social Security Act, which
is the basis of the entitlement to assistance. That paragraph reads:

"[The State plan for aid and services to needy families with children must] provide that all
individuals wishing to make application for aid to families with dependent children shall
have opportunity to do so, and that aid to families with dependent children shall, subject to
paragraphs (25) and (26), be furnished with reasonable promptness to all eligible
individuals"

This paragraph is the basis of the Goldberg v. Kelly due process requirements that the State
requests not apply to their demonstration. A wide variety of groups oppose a waiver of this
provision, including among others the Archbishop of Milwaukee, other religious groups,
Democratic Congressmen and labor organizations. Governor Thompson and other Republicans in
Congress are likely to strongly criticize the Administration if this provision is not waived.

Wisconsin Request

The Wisconsin legislature enacted a specific non-entitlement provision that also limits due
process, for two stated reasons: 1) The major national welfare reform bills end the entitlement;
and 2) the state wanted to avoid the due -process constraints of Goldberg v. Kelly, a 1970
Supreme Court case which requires states to grant a recipients notice and an evidentiary hearing
(including the opportunity submit evidence, cross-examine opposing witnesses, and retain a
lawyer) before reducing or terminating any benefits to which the recipient has a statutory
entitlement. Wisconsin argues that requiring a full evidentiary hearing before reducing or
terminating benefits would make it easier for recipients to get around work requirements, and
would keep the system looking more like a welfare program than the real world of work. Due
process procedures similar to Goldberg v. Kelly would also make more of the contractors'
decisions appealable to the State.

To ensure there is no appearance of entitlement, Wisconsin seeks almost full contractor discretion
in providing assistance. A contractor could effectively refuse to provide assistance by placing
individuals in permanent unsubsidized job search. Applicants and (former) recipients could appeal
to State only on matters of income eligibility. They could not appeal to the State the denial or
termination of a job opportunity for any other reason.

IJO




The Administration has sought much stronger due process provisions in welfare bills. Both
Castle-Tanner and Chafee-Breaux are much stronger than Wisconsin; the Republican bills are not
much stronger. States would have to set specific rules for providing assistance, and follow them.
Applicants and beneficiaries could appeal to the State who wrote the rules, not just to a
contractor that has incentives to deny assistance.
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While the fundamental choice is whether to waive the entitlement and the related due process
protections, the suboptions are as stark. Options include:

. Waiving the entitlement:
- Waive both the entitlement and due process procedures
- Waive the entitlement, but set up due process procedures that are less strmgent
than Goldberg v. Kelly
Aflaat £ Not waiving the entitlement:
- Retaining all current due process procedures
mittly - Specify that Goldberg v. Kelly (including appeals to the State) applies only to the
0?’“ - denial or termination of a job slot, but not to(reducmg benefits for failure to work.
Allow the State to develop their own procedures as long as they meet Goldberg v.
Kelly.

Goldberg v. Kelly does not apply to assistance that is discretionary. As a result, waiving the
entitlement voids its due process requirements unless some other entitlement is set up in its stead
(such as a guarantee of a job slot). Absent an alternative entitlement, appeal rights would be
those the State proposes unless more substantial ones were required by the waiver terms and
conditions. Added appeal rights might include, for example, a timely post-termination evidentiary
hearing before the State. (Goldberg v. Kelly requires a pre-termination hearing).

The State says it intends to provide timely assistance to all who are eligible. Therefore, it is not
clear that waiving the entitlement is necessary for Wisconsin to accomplish its goals. Under W-2,
any entitlement would be very different from the current one. A remaining entitlement could be ~]
structured so that Goldberg v. Kelly rules applied only to whether or not someone was offered a | 7
job slot or fired, but not to whether their benefit was reduced for failure to work. Current due
process protections are more substantial than Goldberg v. Kelly requires, so the State could be
given substantial flexibility to design its own procedures. This would substantially reduce the
burden of fair hearings while providing assurances that a job would be available.

W,

Any due process procedures need to factor in the financial incentives contractors will have. They
will be paid based on the number of people they remove from the welfare rolls. If fewer people
leave the rolls than the State budgeted, the contractor would have to pay the added costs (unless
it were due to increasing local unemployment rates)ébsent rights to appeal to the State,j _
financially strapped contractors may inappropriately deny or terminate job slots to reduce costs.



Time Limits

Wisconsin proposes to limit participation in any one job component of W-2 to two years, with a
five year time limit on overall participation. Some individuals might effectively have less than a
five year overall time limit. Contractors could provide extensions at their discretion, but generally
would have to pay the costs themselves. These optional extensions would be based in part on the
contractors' assessment of an individual's ability to get a job in the local market. A parent whose
request for an extension was denied would not have the right to appeal the decision to the State.
When an extension was not granted, it is not clear whether any vouchers would be available for
children needing assistance to retain housing,.

There are three basic options:

- Grant the State's request without further clarification.

- Grant terms identical to those used in the existing "Work, Not Welfare" demonstration

- Use terms similar to "Work, Not Welfare", but specify that individual capacities must be
considered when deciding whether to grant an extension to the time limit.

Wisconsin's current small "Work, Not Welfare" demonstration calls for extension on cash
assistance when local conditions were such that individuals "who play by the rules" could not find
a job. When approving the existing waiver, it was intended that the State's criteria_for extensions
should factor in individual's capacities to do work, and that extension would be granted to those
who met them. However, the State's procedures (which have not been used since no one has
reached the time limit yet) look only at local economic conditions and are optional to the counties
rather than mandatory. The waiver also calls for child vouchers for housing "if a child will be
made homeless as a result of the termination of benefits". It is not clear whether the State intends
to continue the vouchers under W-2.

The Administration's legislative position has emphasized vouchers for children whose parents
reach the time limit more than extensions for parents who play by the rules but do not find jobs.
"Work, Not Welfare" provides less in vouchers than the Administration has sought. It cannot be
compared directly to the Castle-Tanner and Chafee-Breaux proposals; they require vouchers in all
cases where the time limit is less than five years. With respect to extensions, the Administration
has sought to increase the number of exemptions States could offer, but has not proposed the
specific exemptions it has sought in waivers (such as jobs that are suitable to a person's
intellectual and other capacities). On the other hand, it has sought for States to have standard
procedures for deciding who got an extension, rather than leaving it up to contractors.)

It is unlikely that Wisconsin would use the "Work, Not Welfare" procedures if W-2 waivers are
granted without modification. The State plans to leave the decision to contractors, and not have
written procedures. Each extension would effectively be paid for by the contractor, not the State,
so their financial incentive would be to deny as many as possible.

Similarly, using terms identical to "Work, Not Welfare" would lead to a different outcome. Now,
the counties are using State funds when approving an extension. Under W-2, contractors would
effectively use their own.



Medicaid

Wisconsin has submitted a welfare waiver with significant Medicaid financial and programmatic
implications. In connection with the work-based system, the Wisconsin waiver proposes to
provide health insurance to current Medicaid eligibles and expand Medicaid eligibility for all
families and children under 165% of poverty, subject to payment of premiums. Although the plan
would expand coverage to some populations, the plan is predicated on a block grant financing
structure and would eliminate the federal entitlement to Medicaid for the AFDC population
(although if passed under current law, the waiver would not be structured as a block grant,
despite such rhetoric). If the Administration approves the Medicaid proposal, the waiver would
set a precedent for waiving mandatory eligibility and services that states could potentially use to
restrict eligibility when expenditures exceed revenues. Approval of the Wisconsin plan would also
undermine the Administration's objection to Republican proposals that deny the federal guarantee
of Medicaid eligibility. The Administration could also be criticized for approving a plan that,
similar to the Republican reconciliation package, would link a generally acceptable welfare reform
proposal to unacceptable Medicaid changes.

In addition to the above concerns, the following eligibility restrictions could compromise the
guarantee of Medicaid coverage. Recipients would lose Medicaid eligibility due to non-payment
of premiums, or if they have access to any employer- sponsored health insurance after 12 months
of employment, In addition, recipients would not be eligible for Medicaid if they had
employer-subsidized insurance (at 50% or greater) for any one month during the past 18 months
or currently. The Wisconsin plan would also limit sevéral mandatory services, including treatment
services for children under the EPSDT requirements, and skilled nursing and home care services.

If the Wisconsin health plan is approved without the above restrictions on eligibility, budget
neutrality requirements will be harder for the state to achieve.

OTHER ISSUES
Residency Requirement

One constitutional issue will require 2 White House decision. The State asked for a 60-
day re51dency requirement before any person could apply for assistance. DOJ believes that under
Shapiro v. Thompson, a 1969 decision in which the Supreme Court held a one-year residency
requirement to violate the constitutional "right to travel," any residency requirement must meet
the most stringent kind of Supreme Court review, requiring assertion of a "compelling state
interest." DOJ also notes that, so far, the State has failed to advance such an interest.

Lawyers have explored whether a 30-day residency requirement could be substituted in
place of the longer period requested by Wisconsin, but they have determined that the length of the
residency requirement is not the issue. Demonstration of a "compelling state interest"” is the
determining factor.

There are two options here. The first is to deny the request on the basis that Wisconsin's
stated reason for instituting a residency requirement -- to deter people from moving into the State
to receive welfare benefits -- does not meet the constitutional standards.



The second option is to grant the request for a period up to sixty days for which the state
can demonstrate an interest satisfying constitutional standards. This approach would authorize
the State to institute a 60-day residency requirement if such action is constitutional, leaving the
issue of constitutionality to the courts. This would allow the Administration to grant the State's
request, but it would place the burden on the State to defend its provision in court. DOJ does not
see any problems with this approach. (It should be noted that many constitutional commentators
believe the current court is looking for an opportunity to reverse or curtail Shapiro.) This option, 1\&"’
however, may be viewed as passing to the'eourts what should be an Executive Branch decision. '
Some might see this as a precedent reducing {e authority of the Executive Branch.

)

Labor Issues

Labor organizations, including the AFL-CIO, AFSCME, and SEIU at the international
and state levels, have expressed deep concerns about W-2. In addition to supporting retention of
the entitlement, due process standards, and time limit extension protections, unions have raised
three labor-specific issues, two of which can be worked out favorably:

First, they have opposed Wisconsin's proposal to waive anti-displacement language in the
current AFDC statute which protects public employees from losing their positions to welfare
recipients serving work assignments. This issue can be worked out favorably for the unions.
After public criticism, Governor Thompson withdrew all but one of his requests to waive anti-
displacement provisions. Since HHS does not have the legal authority to waive any anti-
displacement language and has taken that position in denying states' requests for similar waivers,
labor organizations will expect the Administration to deny Wisconsin's remaining wavier request
relating to displacement.

Second, they have expressed concerns that W-2 wage levels will violate federal minimum
wage protections. HHS proposes to require Wisconsin to pay the equivalent of the minimum
wage (including any future increases) to W-2 participants for time spent at work. Labor
organizations will appreciate this proposed minimum wage protection (which HHS has insisted
upon for other states). They will continue to be concerned, however, that the Administration is
allowing Wisconsin to require W-2 recipients to engage in non-work activities (such as job search,
education, and training) as a condition of participation in W-2 for which they will receive no
remuneration.

Third, they oppose Wisconsin's proposal to permit private entities to compete for and
operate W-2 agencies. While the W-2 proposal does provide a right of first refusal for counties
which meet the state's contract performance criteria, labor organizations will perceive the
contracting process as stacked against them. In supporting their position, unions have argued that
public sector accountability and civil service protections are important to maintain in the operating
of any public assistance program. Wisconsin currently runs a county-based AFDC program, and R
AFSCME represents the workers in every county agency in the state. \?

<

Benefit Reductions N



The State has proposed benefit reductions in three areas. First, they would switch to a system of
flat grants to families based on participation in work activities. Large families would face a
benefit reduction, but small families would receive a grant increase. This change is central to the
W-2 proposal, and must be approved for Wisconsin to test its approach. Approval is, however,
likely to provoke significant negative criticism.

Second, Wisconsin would require participants to make co-payments for subsidized child care.
Recipients would have to make these payments from their W-2 grant, thereby reducing the overall
benefit. Under the proposal, the copay increases with the number of children in care, and the cost
of care. As a result, benefits effectively go down as family size increases. The Administration
discussed the possibility of capping the copays for lower income families.

Third, the State would reduce SSI children's grants to the smallest amount by which current
benefit are increased when family size increases (the difference between two and three persons).
It is not clear why this benefit level was selected. One possibility is usmg the average increment,
rather than the smallest one.

Cost Neutrality

Welfare waivers normally include provisions that limit total Federal spending to the amount that
would have been spent absent a waiver. In all but two cases, this has been based on random
assignment with experimental and control groups -- and only one of those was not based on the
research evaluation data. Preliminary estimates are that Wisconsin's request would increase
Federal spending by more than $100 million annually, an amount that is roughly 25% of their
AFDC grant. (HHS and USDA do not have complete detailed estimates.) This increase is
comprised of:

- An AFDC block grant that is increased to the 1994 level. (W:sconsm like many States,
has declining spending and caseload)

- Increases in Food Stamp spending to the 1994 level that would result from Food Stamp
expansions and cuts in AFDC benefits. (Food Stamp spending is also going down.)

Wisconsin is likely to criticize the Administration for any decision that does not give the State
significant increases in Federal funding. Wisconsin in essence seeks financial credit for past
caseload decreases, much of which is due to the State's low unemployment rate and healthy
economy. If Wisconsin is provided historical funding levels, most other States are likely to
request it as well.

The third option appears to be the best approach -- agreeing to work with the State to develop an
adequate formula for determining what costs would have been under current law. There is plenty
~ of time, since the waiver would not be implemented for over a year. The Administration could
not be attacked for short-funding the State, since the number would not be known. There would
also be no precedent for other States to apply for similar funding increases.



Medicaid Cost Neutrality

In considering Medicaid waivers in general, budget neutrality is assumed if the agreed upon
estimate of spending absent the waiver is greater than the estimate of spending with the waiver.
Should the federal entitlement be retained, it is highly unlikely that the Wisconsin Medicaid waiver
alone would be budget neutral. '

Wisconsin has been using managed care in its Medicaid program since 1983. The state currently
enrolls its SSI and AFDC populations in Primary Care Case Management. In five of the largest
counties, Wisconsin has established a voluntary HMO plan for the AFDC population which has
enrolled 93% of the AFDC population in those counties. The state has recently submitted a
1915(b) waiver to establish mandatory HMO enrollment for the entire AFDC population, 45% of
whom are already enrolled into managed care. The state assumes that the waiver will save only
$16.8 million in FY 1997 off of a base of $481 million in fee-for-service expenditures.

HHS has proposed to allow the state to use these savings to offset the costs of the expansion
population. The Administration's policy to date which has been not to allow states touse
managed care savings from proposed or operating 1915(b) waivers. OMB staff estimate that if all
states "took credit" for savings associated with their current managed care programs, the costs to
the federal government for the period from FY 1997- FY 2001 would equal approximately $3
billion. We assume that approximately 50% of the AFDC adults and children will be enrolled in
managed care under current law.

In addition to the concerns about precedent, OMB staff, based upon state estimates, believe that
the savings from the 1915(b) are not enough to offset the costs of the expansion population.
Thus, we believe that if Medicaid is to stand alone, it will not be budget neutral with or without
the use of the managed care savings.
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On May 29, Gov. Thompson delivered a 400-page request for specific waivers of/AFDC, 18
Medicaid, and 5 Food Stamp provisions. HHS sees no problem with at least 54 of the 69 welfare
provisions and 7 of the 18 Medicaid provisions. USDA has more limited waiver authority, but
most of the waivers can be worked out. HHS and USDA have been working with the State to
flesh out the details and work out mutually agreeable alternatives to many of the smaller issues.
The State has changed its request in some areas. There are a number of requests the Executive
Branch cannot legally grant. These include, among others, more stringent Food Stamp sanctions,
changes to Foster Care, minimum wage and other labor issues in work programs, and receiving
AFDC funds without providing State matching funds.
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/ Wisconsin seeks to replace AFDC with a program that provides temporary jobs slots (generally
| up to five years) rather than cash welfare. The State would pay fixed sums of money to

i contractors (that might be local governments) to provide job slots to those the contractor

| determined eligible. Applicants would go through a two-week job search and then be placed in
'; one of four categories -- unsubsidized work or job search (where some child care assistance

; would be available), trial subsidized jobs, or one of two types of community service jobs.
Assistance would be based on the hours of work -- no work, no money. Benefits would not
increase with family size. Counting child care copays, benefits would decline with family size.

: The State projects their plan would cut caseloads in half. Contractors could keep any money
\ from higher-than-expected caseload reductions, and generally would have to pay the costs of
\ lower-than-budgeted caseload reductions. Matters of financial fact could be appealed to the
State,[but all other eligibility, job placement, and sanction decisions would be at the contractor's
discretion_.) Extensions to the time limit for those who "play by the rules" would also be at the
contractor's discretion. It is unclear whether any vouchers would be available after the time limit
for children who need it to retain housing.

-

The Federal entitlement to Medicaid for poor families with children would be waived. Families
below 165% of poverty would pay a premium to obtain coverage that is more limited than
Medicaid. Those who failed to pay premiums, those who had chosen to drop out of the program,
and most with access to employer-sponsored coverage would not be eligible.

The earliest the waiver can be approved without legal challenge is July 11, which marks the end of
30-day period for public comment. Dole stopped in Wisconsin last week to attack the
Administration for not getting the waiver done yet. Last month, the House overwhelmingly

passed a bill to deem the entire Wisconsin waiver approved. The Senate is less likely to move that
legistation, unless Wisconsin is too dissatisfied with what the Administration approves. It is not
clear, however, what Senate legislation might look like. CBO would score the bill prior to Senate
passage (with costs likely to exceed a half billion), and the Governor has publicly disavowed parts
of the waiver request having to do with worker displacement.

¥
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MAJOR POLICY ISSUES

There are two schools of thought on how to approach the major remaining policy and legal issues
in the Wisconsin plan.

o One approach, advocated by HHS, is to address each policy issue separately. For
example, are the time limits consistent with past waiver practice? Are they consistent with
the protections the Administration has sought for children after time limits in welfare
reform?

. The other approach would be to treat Wisconsin as the political equivalent of another
welfare reform bill, and judge its elements based on what we are willing to accept or veto
in national legislation from Congress, rather than what the Administration wants from
Congress.

The first approach would deny Wisconsin some provisions even though states could do them
under the Breaux-Chafee welfare bill we support. The second approach would set a new standard
for waivers. Many States that have received waivers would want to renegotiate the existing
protections for children, and future requests this and next term would seek to go further than
Wisconsin.

Entitlement and Due Process

The toughest issue in the entire waiver is how best to make sure that recipients get jobs and child
care, without handing Thompson the chance to claim we vetoed his waiver by insisting upon an
individual entitlement to welfare, which we have not done in the congressional debate. (We have,
however, pressed Congress for much stronger due process protections than Wisconsin proposes.)
The stated intent of the Wisconsin plan is to provide enough work and child care to go around,
and to use savings from caseload reduction toward that purpose, but there is no explicit
guarantee. Indeed, the Wisconsin statue specifically denies that any individual is entitled to a job

slot. / h e

The Wisconsin legislature enacted a specific non-entitlement provisiog that also limits due
process, for two reasons: 1) The major national welfare reform bills and the entitlement; and 2)
the state wanted to avoid the due -process constraints of Goldberg v. Kelly, a 1970 Supreme
Court case which requires states to grant a recipient?fotice and an evidentiary hearing (including
the opportunity'submit evidence, cross-examine opposing witnesses, and retain a lawyer) before
"reducing or terminating any benefits to which the recipient has a statutory entitlement. Wisconsin
argues that requiring a full evidentiary hearing before reducing or terminating benefits would
make it easier for recipients to get around work requirements, and would keep the system looking

.1 more like a welfare program than the real world of work. K-weuld-alserequire-theStatetotake—— .
dund uwdew - - .
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- To ensure there is no appearance of entitlement, Wisconsin seeks almost full contractor discretion

in providing assistance. A contractor could effectively refuse to provide assistance by placing
individuals in permanent unsubsidized job search. Applicants and (former) recipients could appeal]

7/10 draft, page 2
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twld | The Administration has sought much stronger due process provisions in welfare bills. Both
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4 wwu contractor that has incentives to deny assistance. HHS a anf to go further, proposing B |
that the State develop written procedures for offering job slots that are consistent with Goldberg ,5. Seews
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- Waive the requirement that families have the opportumty tor;?y for assxst ce %#ﬂ/\ MMM y
they meet written eligibility requlrements receive assistance timely. (This is the Loant mdr_
: _ nt t v, Kelly due process standards are based.)
C Waive the entitlement to welfare, but subst:tute for it an entitlement to an opportunity to
work. Apply Goldberg v. Kelly to only the more serious adverse actions.
- Maintain the entitlement and subject all adverse actions to Goldberg v. Kelly standards. %ﬁ}@
!

The opportunity to apply for assistance and, if one meets written eligibility standards, receive }
timely cash assistance is the heart of the "entitlement” to welfare. Without this guarantee, the due
process standards of Goldberg v. Kelly do not apply. The State says it intends to provide timely
assistance to all who are eligible. Therefore, HHS believes waiving their responsibility to do so is
not necessary for Wisconsin to accomplish its goals. Moreover, HHS is concemed how
contractors would implement the State's intentions absent due process protections. The
contractors will be paid based on how many people they remove from the welfare rolls, so their
incentive would be to deny assistance whenever possible. |
-
On the other hand, Wisconsin will object strongly if any sngmﬁcant due process requlrements are Z \L‘a
maintained. If the requirements are waived, Wisconsin could be warned that the waivers woulD wM\tL r\l

be revoked if close monitoring shows that families are being treated arbitrarily. V\
a0

“The second option -- substituting an opportunity to work for the welfare entitlement -- does end ‘o %!AM“‘YL"T
welfare as we know it. Done right, the State would have to provide a fair hearing before denying W\\AW
assistance or terminating assistance -- but could summarily reduce benefits for failure to work. -

[ This would substantlally reduce the burden of fair heanngs while providing assurances that a job
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including reducing assistance for failing to work. Whlle many commenters support maintaining all “

current protections -- and HHS would like to maintain as many as possible -- option three is not

likely to be perceived as ending welfare as we know it. A | iarieyg ewL ¥ 7
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Time Limits

Wisconsin proposes to limit job slots to 5 years. Contractors could provide extensions at their
discretion, but might have to pay the costs themselves. The contractor's decision could not be ]
appealed to the State. It is not clear whether any child vouchers would be available for those not
given an extension.

Wisconsin's current small "Work, Not Welfare" demonstration calls for extension on cash
assistance when local conditions were such that individuals "who play by the rules” could not find
a job. When approving the existing waiver, HHS intended that the State's criteria for extensions
should factor in individual's capacities to do work, and that extension would be granted to those
who met them. However, the State's procedures (which have not been used since no one has
reached the time limit yet) look only at local economic conditions and are optional to the counties
rather than mandatory. The waiver also calls for child vouchers for housing "if a child will be
made homeless as a result of the termination of benefits". HHS says it is not clear whether the
State intends to continue the vouchers under W-2.

The Administration's legislative position has emphasized vouchers for children whose parents
reach the time limit more than extensions for parents who play by the rules but do not find jobs.
"Work, Not Welfare” provides less in vouchers than the Administration has sought. but more than
Castle-Tanner and Chafee-Breaux require. With respect to extensions, the Administration has
sought to increase the number of exemptions States could offer, but has not proposed the specific
exemptions it has sought in waivers (such as jobs that are suitable to a person's intellectual and
other capacities). On the other hand, it has sought for States to have standard procedures for
deciding who got an extension, rather than leaving it up to contractors.) -

There are three basic options:

- Grant the State's request without further clarification.

- - Grant terms identical to those used in the existing "Work, Not Welfare" demonstration

- Use terms similar to "Work, Not Welfare", but specify that individual capacities must be
considered when deciding whether to grant an extension to the time limit (HHS proposal).

It is unlikely that Wisconsin would use the "Work, Not Welfare" procedures if W-2 waivers are
granted without modification. The State plans to leave the decision to contractors, and not have
written procedures. Each extension would effectively be paid for by the contractor, not the State,
so their financial incentive would be to deny as many as possible.

Similarly, using terms identical to "Work, Not Welfare" would lead to a different outcome. Now,
_ the counties are using State funds when approving an extension. Under W-2, contractors would
effectively use their own.

Medicaid

Wisconsin has submitted a welfare waiver with significant Medicaid financial and programmatic
implications. In connection with the work-based system, the Wisconsin waiver proposes to
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provide health insurance to current Medicaid eligibles and expand Medicaid eligibility for all
families and children under 165% of poverty, subject to payment of premiums. Although the plan
would expand coverage to some populations, the plan is predicated on a block grant financing
structure and would eliminate the federal entitlement to Medicaid for the AFDC population
(although if passed under current law, the waiver would not be structured as a block grant,
despite such rhetoric). If the Administration approves the Medicaid proposal, the waiver would
set a precedent for waiving mandatory eligibility and services that states could potentially use to
restrict eligibility when expenditures exceed revenues. Approval of the Wisconsin plan would also
undermine the Administration's objection to Republican proposals that deny the federal guarantee
of Medicaid eligibility. The Administration could also be criticized for approving a plan that,
similar to the Republican reconciliation package, would link a generally acceptable welfare reform
proposal to unacceptable Medicaid changes.

In addition to the above concerns, HHS has specifically objected to the following eligibility
restrictions that would compromise the guarantee of Medicaid coverage. Recipients would lose
Medicaid eligibility due to non-payment of premiums, or if they have access to any employer-
sponsored health insurance after 12 months of employment. In addition, recipients would not be
eligible for Medicaid if they had employer-subsidized insurance (at 50% or greater) for any one
month during the past 18 months or currently. The Wisconsin plan would also limit several
mandatory services, including treatment services for children under the EPSDT requirements, and
skilled nursing and home care services.

If the Wisconsin health plan is approved without the above restrictions on eligibility, budget
neutrality requirements will be harder for the state to achieve.
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OTHER ISSUES

One constitutional issue will require a White ;l'ouse decision. The state asked for a 60-day |, .. 1
residency requirement before applying for assistance. DOJ does not believe that any residency A
requirement is permissible under a 1969 Supreme Court decision, Shapiro v. Thompson (no
relation). In that case, the court ruled that a one-year residency requirement violated the
constitutional right to travel. White House Counsel believes that although this argument is
substanual the constltutlonal issue is not crysta] clear It—behevcs-tlfrzt'wl‘uiefhrStatc'smn'em

reasons.that_do.pass.mustec«» The two basnc opt:ons are:

- Deny the waiver since DOJ believes it does not pass muster
- Allow the waiver on the condition that the State has motives for using it that it can
convince the courts do not violate Shapiro v. Thompson.

HHS opposes passing to the courts what currently is an Executive Branch prerogative. The

Counsel's office thus suggests that we grant the state a residency requirement of "the period up to
60 days for which the state can demonstrate an in interest satisfying constitutional standards."
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One constitutional issue will require a White House
decision. The State asked for a 60-day residency requirement
before any person could apply for assistance. DOJ believes that
under Shapiro v. Thompson, a 1969 decision in which the Supreme
Court held a one-year residency requirement to violate the
constitutional "right to travel," any residency requirement must
meet the most stringent kind of Supreme Court review, requiring
assertion of a "compelling state interest.” DOJ also notes that
so far, the State has failed to advance such an interest.

There are two options here -- one advocated by HHS, the
other by the White House Ccunsel's office. The HHS option is
simply to deny the request for a residency requirement. The
Counsel option is to grant the request for "the period up to
sixty days for which the state can demonstrate an interest
satisfying constitutional standards." This approach, approved in
full by DOJ, authorizes the State to do what it wants if such
action is constitutional, leaving the issue of constitutionality
to the courts. The approach thus effectively allows the
Administration to grant the State's request, but places the
burden on the State to defend its provision in court.

HHS objects to the Counsel's approach on the ground that it
abdicates to the courts a decision that properly should be made
by the Administration. HHS also argues that this approach sets a
dangerous precedent for the future. Counsel's Office replies
that the approach is fully legal (DOJ concurs) and that it allows
us to get rid of a tricky issue by at once giving the state what
it wants and not approving anything we think improper. Counsel's
Office also notes that a decision to hand the question to the
courts may be especially appropriate in this context because the
law here is very uncertain: a great many constitutional
commentators believe that the current Court is looking for an
opportunity to reverse or severely curtail Shapiro.
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That would allow the Executive Branch to grant the state's request, but put the burden on .
Wisconsin to defend its provision in court.

Labor Issues

The waiver contains four important [abor issues, two of which can be worked out relatively easily.
Most importantly, the proposal calls for W-2 program administration to be contracted out.
Contractor employees would not be necessarily have the same merit system protections as
government workers. '

The waiver requested to weaken anti-displacement provisions, but Governor Thompson has
retracted all but the proposal to fill existing vacancies with welfare recipients (and this cannot be
waived). Also, the proposed W-2 grant would not necessarily equal minimum wage payment for
the required work activities. This can be addressed by having the State modify the number of
hours worked to equal minimum wage.

Benefit Reductions

The State has proposed benefit reductions in three areas. First, they would switch to a system of
flat grants to families based on participation in work activities. Large families would face a
benefit reduction, but small families would receive a grant increase. This change is central to the
W-2 proposal, and must be approved for Wisconsin to test its approach. Approval is, however,
likely to provoke significant negative criticism.

Second, Wisconsin would require participants to make co-payments for subsidized child care.
Recipients would have to make these payments from their W-2 grant, thereby reducing the overall
benefit. Under the proposal, the copay increases with the number of children in care, and the cost
of care. As a result, benefits effectively go down as family size increases. HHS has discussed
within the Admunistration the possibility of capping the copays for lower income families.

Third, the State would reduce SSI children's grants to the smallest amount by which current
benefit are increased when family size increases (the difference between two and three persons).
It is not clear why this benefit level was selected. HHS recommends using the average increment,
rather than the smallest one.

Welfare Cost Neutrality

Welfare waivers normally include provisions that limit total Federal spending to the amount that
would have been spent absent a waiver. In all but two cases, this has been based on random
assignment with experimental and control groups -- and only one,of those was not based on the
research evaluation data. Preliminary estimates are that Wisconsin's request would increase
Federal spending by more than $100 million annually, an amount that is roughly 25% of their
AFDC grant. (HHS and USDA do not have complete detailed estimates.) This increase is
comprised of.

7/10 draft, page 6



- An AFDC block grant that is increased to the 1994 level. (Wisconsin, like many States,
has declining spending and caseload)

- Increases in Food Stamp spending to the 1994 level that would result from Food Stamp
expansions and cuts in AFDC benefits. (Food Stamp spending is also going down.)

- Specific waivers that increase costs in Foster Care, Child Support, and Child Nutrition,
some of which can be granted and others that cannot.

Wisconsin's waiver will have effects on costs that cannot be measured by the traditional research
design. For example, deterring people from going on welfare may produce savings that the
normal random assignment experimental design would not capture. There are three basic
approaches that can be taken:

- Provide AFDC funding at the 1994 level, and accept cost increases in other programs as
well. (A block grant cannot be approved, but a financial equivalent can.)

- Provide AFDC funding at some historical level, with downward adjustments for cost-shifts
and expansions in Food Stamps and other programs. This will increase costs some, but
not as much as the first option. A key question is what base would be used for spending
and what savings would be expected.

- Specify in the waiver a date by which a new evaluation methodology and related cost
neutrality baseline would be developed. (HHS recommendation).

Wisconsin is likely to criticize the Administration for any decision that does not give the State
significant increases in Federal funding. Wisconsin in essence seeks financial credit for past
caseload decreases, much of which is due to the State's low unemployment rate and healthy
economy. If Wisconsin is provided historical funding levels, most other States are likely to
request it as well.

The third option appears to be the best approach -- agreeing to work with the State to develop an
adequate formula for determining what costs would have been under current law. There is plenty
of time, since the waiver would not be implemented for over a year. The Administration could
not be attacked for short-funding the State, since the number would not be known. There would
also be no precedent for other States to apply for similar funding increases.

Medicaid Cost Neutrality

In considering Medicaid waivers in general, budget neutrality is assumed if the agreed upon
estimate of spending absent the waiver is greater than the estimate of spending with the waiver.
Should the federal entitlement be retained, it is highly unlikely that the Wisconsin Medicaid waiver
alone would be budget neutral.

Wisconsin has been using managed care in its Medicaid program since 1983. The state currently
enrolls its SSI and AFDC populations in Primary Care Case Management. In five of the largest
counties, Wisconsin has established a voluntary HMO plan for the AFDC population which has
enrolled 93% of the AFDC population in those counties. The state has recently submitted a
1915(b) waiver to establish mandatory HMO enrollment for the entire AFDC population, 45% of

7/10 draft, page 7



whom are already enrolled into managed care. The state assumes that the waiver will save only
$16.8 million in FY 1997 off of a base of $481 million in fee-for-service expenditures.

HHS has proposed to allow the state to use these savings to offset the costs of the expansion
population. The Administration's policy to date which has been not to allow states to use
managed care savings from proposed or operating 1915(b) waivers. OMB staff estimate that if all
states "took credit” for savings associated with their current managed care programs, the costs to
the federal government for the period from FY 1997- FY 2001 would equal approximately $3
billion. We assume that approximately 50% of the AFDC adults and children will be enrolled in
managed care under current law. |

In addition to the concerns about precedent, OMB staff, based upon state estimates, believe that
the savings from the 1915(b) are not enough to offset the costs of the expansion population.
Thus, we believe that if Medicaid is to stand alone, it will not be budget neutral with or without
the use of the managed care savings. '
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MEMORANDUM FOR THE CHIEF OF STAFF

FROM: Bruce Reed
Ken Apfel
SUBJECT: Major Issues -- Wisconsin Waiver

Here is a brief summary of issues the White House needs to resolve in the next few
days so that the President can announce the Wisconsin waiver at the NGA meeting July 16.

I. Overview

On May 29, Gov. Thompson delivered a 400-page request for specific waivers of 69
AFDC, 18 Medicaid, and 5 Food Stamp provisions. HHS sees no problem with at least 54 of
the 69 welfare provisions and 7 of the 18 Medicaid provisions. USDA has more limited
waiver authority (it cannot allow changes that would make any families worse off), but __ of
__have been worked out. B

The earliest the waiver can be approved without legal challenge is July 11, which
marks the end of 30-day period for public comment. Dole stopped in Wisconsin last week to
attack the Administration for not getting the waiver done yet. Last month, the House
overwhelmingly passed a bill to deem the entire Wisconsin waiver approved, but the Senate is
less likely to move that legislation -- unless we stir it up again by turning down too much.

II. Major Policy Issues

There are two schools of thought on how to approach the major remaining policy and
legal issues in the Wisconsin plan. One approach, advocated by HHS, is to treat Wisconsin
as another waiver request, and try to hold the line on a handful of issues -- time limits,
residency requirements, etc. -- that HHS has denied states in the past. The other approach
would be to treat Wisconsin as the political equivalent of another welfare reform bill, and
judge its elements based on what we are willing to accept or reject in national legistation
from Congress. The first approach would deny Wisconsin some provisions even though states
could do them under the Breaux-Chafee welfare bill we support. The second approach would
take the same position on Wisconsin that we have staked out in the national debate: yesto a
work-based welfare block grant, no to a Medicaid block grant.

Lo



1. Medicaid: On Medicaid, the state will get very little of what it asked for.
Although the health plan was designed to expand coverage up to 165% of poverty by placing
" welfare recipients in managed care, we will have to reject the basic framework, which is a
block grant that ends the Medicaid guarantee. HCFA is also firmly opposed to allowing
premiums of $20 a month and forcing recipients to accept insurance from their employer if it
is available. However, we can grant a pending Medicaid 1915(b) waiver that will place
welfare recipients in managed care and use the savings to expand coverage, and pledge to
keep working with the state to approve as much of the W-2 waiver as we can while
preserving the guarantee. As always, budget neutrality will be a problem. The Medicaid
provisions are the primary reason we need to keep Congress from passing legislation to deem
the waiver approved, because such a bill would be their current reconciliation package in
miniature -- generally acceptable welfare reform linked to unacceptable Medicaid.

2. Time Limits: The Wisconsin plan includes a S-year lifetime limit, like our bill
and all the major congressional plans. The issue for the waiver is whether to impose terms
on who should get extensions to the time limit. Wisconsin wants to leave that decision to the
discretion of the caseworker. In other states, HHS has always forced states to accept
mandatory extensions for anyone who reaches the time limit and can't find a job. The one
exception is the two-county watver we granted Wisconsin in 1993, which essentially left that
decision to the state.

We have two realistic options: 1) allow the state to implement the exact terms
statewide that we granted in 1993; or 2) let the state develop its own terms. Under the first -
option, Thompson could only complain a little, since he has bragged in the past that his two-
county waiver was the toughest in the country. Under the second option, the state could do
what it will be able to do anyway if welfare reform becomes law. As a practical matter,
Wisconsin will probably implement the same rules whichever option we choose. (Mary Jo
Bane favors a third option, to "clarify" the 1993 terms along the lines of what HHS has
demanded from other states -- but others at HHS consider this a non-starter, since it would
enrage Thompson without enabling us to say he had agreed to the same terms once before.)

3. Entitlement: The toughest issue in the entire waiver is how best to make sure that
recipients get jobs and child care, without handing Thompson the chance to claim we vetoed
his waiver by demanding an individual entitlement, which has not been our bottom line in the
congressional debate. The intent of the Wisconsin plan is to provide enough work and child
care to go around, and to use some savings from caseload reduction toward that purpose, but
like Breaux-Chafee and other congressional reform bills, there is no explicit guarantee. -

The legislature enacted a specific non- 1) the
major national welfare refo § end the entitlement; and 2) the state wanted to avoid the
due-process cons s of Goldberg v. Kelly, a 197 0Supreme Court case which requires
states to grant a recipient notice and an evidentiary hearing (including the opportunity to
submit evidence, cross-examine opposing witnesses, and retain a lawyer) before terminating
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reviews but argues that requiring a fhearing before terminating benefits would make it easier
for recipients to get around-work requirements, and would keep the system still looking like a
welfare program instead of the real world of work.

J/o«w& Hu eowcesuent due process sabeguands,

There is no havingy/it both ways on this question: any outright guarantee will maintain wlu(,,\
the individual entitlement] even if we call it an assurance W HHS would like

to do just that, and impose due process procedures that goAurther than the state proposed.

That would have the advantage of protecting recipients if the state runs out of money. On the

other hand, it might prompt Thompson to reject the terms of the waiver, claim that we had

vetoed welfare reform a third time in order to preserve the current system, and lobby

Congress to pass a full Wisconsin waiver. H\W,CM_, Ve ‘u"
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Another approach would b€ to require the state to "make best efforts $0 ensure that Proct<s
those eligible receive services/And benefits." Holding Wisconsin to a "best ¢fforts" standard ?""h‘h“‘::r
would make it easier for codrts and the Administration to review the waiver if Wisconsin fails tgm )

— —to provide jobs, but it not be interpreted as an individual entitlement/ Recipients would v ‘:l |
get the notice and review proposed by the state, but they could not go to court,g 1
they—were-sanctioned.”” ﬁoﬁ"‘r— and J a fu"
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lural provisions "insofar as and to the extent that they comport with applicable

consistitutional requirements." Since these issues are bound to be litigated no matter what we-

say, it prabably makes sense to leave them to the courts to decide. '
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On two of labor's main concerns (worker displacement and the minimum wage), we oo
lack the legal authority to grant exactly what the state wanted. The provision that requires
workfare participants to be placed in new (not existing) job vacancies is in a section of the
Social Security Act that cannot be waived under current law. But every major welfare bill
would remove that provision, so Wisconsin will be free to do what it wants once welfare
reform becomes law. On the minimum wage, we can essentially grant the state's request to
pay participants the minimum wage for 30 hours a week of work but not additional hours of -
education and training. But the state will have to reduce hours or raise benefits once an
increase in the mininum wage goes into effect. 9

Two constitutional issues will require a White Hoxfse decision. First, the state asked
for a 60-day residency requirement before applying fop’assistance. HHS has refused to grant
even 30-day requirements in the past, based on a 19 Supreme Court decision, Shapiro
v. Thompson (no relation)that a one-year restdency requirement violated the constituttonal
right to travel. HHS is nOw willing to go along with a 30-day requirement for Wisconsin
(and Minnesota, which has had a waiver pending for several months), on the grounds that 30
days represents a reasonable administrative period but 60 days does not. White House

s
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MEMORANDUM FOR THE CHIEF OF STAFF

FROM: Bruce Reed
Ken Apfel

SUBJECT: Major Issues -- Wisconsin Waiver

Here is a brief summary of issues the White House needs to resolve in the next few
days so that the President can announce the Wisconsin waiver at the NGA meeting July 16.

1. Overview

On May 29, Gov. Thompson delivered a 400-page request for specific waivers of 69
AFDC, 18 Medicaid, and 5 Food Stamp provisions. HHS sees no problem with at least 54 of
the 69 welfare provisions and 7 of the 18 Medicaid provisions. USDA has more limited
waiver authority (it cannot allow changes that would make any families worse off), but __ of
__have been worked out. -

The earliest the waiver can be approved without legal challenge is July 11, which
marks the end of 30-day period for public comment. Dole stopped in Wisconsin last week to
attack the Administration for not getting the waiver done yet. Last month, the House
overwhelmingly passed a bill to deem the entire Wisconsin waiver approved, but the Senate is
less likely to move that legislation -- unless we stir it up again by turning down too much.

II. Major Policy Issues

There are two schools of thought on how to approach the major remaining policy and
legal issues in the Wisconsin plan. One approach, advocated by HHS, is to treat Wisconsin
as another waiver request, and try to hold the line on a handful of issues -- time limits,
residency requirements, etc, -- that HHS has denied states in the past. The other approach
would be to treat Wisconsin as the political equivalent of another welfare reform bill, and
judge its elements based on what we are willing to accept or reject in national legistation
from Congress. The first approach would deny Wisconsin some provisions even though states
could do them under the Breaux-Chafee welfare bill we support. The second approach would
take the same position on Wisconsin that we have staked out in the national debate: yes to a
work-based welfare block grant, no to a Medicaid block grant.



1. Medicaid: On Medicaid, the state will get very little of what it asked for.
Although the health plan was designed to expand coverage up to 165% of poverty by placing
welfare recipients in managed care, we will have to reject the basic framework, which is a
block grant that ends the Medicaid guarantee. HCFA is also firmly opposed to allowing
premiums of $20 a month and forcing recipients to accept insurance from their employer if it
is available. However, we can grant a pending Medicaid 1915(b) waiver that will place
welfare recipients in managed care and use the savings to expand coverage, and pledge to
keep working with the state to approve as much of the W-2 waiver as we can while
preserving the guarantee. As always, budget neutrality will be a problem. The Medicaid
provisions are the primary reason we need to keep Congress from passing legislation to deem
the waiver approved, because such a bill would be their current reconciliation package in
miniature -- generally acceptable welfare reform linked to unacceptable Medicaid.

2. Time Limits: The Wisconsin plan includes a 5-year lifetime limit, like our bill
and all the major congressional plans. The issue for the waiver is whether to impose terms
~ on who should get extensions to the time limit. Wisconsin wants to leave that decision to the
discretion of the caseworker. In other states, HHS has always forced states to accept
mandatory extensions for anyone who reaches the time limit and can't find a job. The one
exception is the two-county waiver we granted Wisconsin in 1993, which essentially left that
decision to the state.

We have two realistic options: 1) allow the state to implement the exact terms
statewide that we granted in 1993, or 2) let the state develop its own terms. Under the first -
option, Thompson could only complain a little, since he has bragged in the past that his two-
county waiver was the toughest in the country. Under the second option, the state could do
what it will be able to do anyway if welfare reform becomes law. As a practical matter,
Wisconsin will probably implement the same rules whichever option we choose. (Mary Jo
Bane favors a third option, to "clanfy" the 1993 terms along the lines of what HHS has
demanded from other states -- but others at HHS consider this a non-starter, since it would
enrage Thompson without enabling us to say he had agreed to the same terms once before.)

3. Entitlement: The toughest issue in the entire waiver is how best to make sure that
recipients get jobs and child care, without handing Thompson the chance to claim we vetoed
his waiver by demanding an individual entitlement, which has not been our bottom line in the
congressional debate. The intent of the Wisconsin plan is to provide enough work and child
care to go around, and to use some savings from caseload reduction toward that purpose, but
like Breaux-Chafee and other congressional reform bills, there is no explicit guarantee. -

The legislature enacted a specific non-
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for recipients to get around work requirements, and would keep the system still looking like a
welfare program instead of the real world of work.
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to do just that, and impose due process procedures that go er than the state proposed.

That would have the advantage of protecting recipients if the state runs out of money. On the

other hand, it might prompt Thompson to reject the terms of the waiver, claim that we had

vetoed welfare reform a third time in order to preserve the current system, and lobby
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say, it prqbably makes sense to leave them to the courts to decide. '
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On two of labor's main concerns (worker displacement and the minimum wage), we
lack the legal authority to grant exactly what the state wanted. The provision that requires
workfare participants to be placed in new (not existing) job vacancies is in a section of the
Social Security Act that cannot be waived under current law. But every major welfare bill
would remove that provision, so Wisconsin will be free to do what it wants once welfare
reform becomes law. On the minimum wage, we can essentially grant the state's request to
pay participants the minimum wage for 30 hours a week of work but not additional hours of
education and training. But the state will have to reduce hours or raise benefits once an
increase in the mininum wage goes into effect. q

Two constitutional issues will require a White Hodse decision. First, the state asked
for a 60-day residency requirement before applying fopassistance. HHS has refused to grant
even 30-day requirements in the past, based on a 19 Supreme Court decision, Shapiro
v. Thompson (no relation)that a one-year residency requirement violated the constitutional
right to travel. HHS is ndw willing to go along with a 30-day requirement for Wisconsin
(and Minnesota, which has had a waiver pending for several months), on the grounds that 30
days represents a reasonable administrative period but 60 days does not. White House
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Memorandum

Subject Dae

H.R. 3507, Personal Responsibility and work July 2, 1996
opportunity Act of 1996 and Medicaid
Restructuring Act of 1996

To From

Andrew Fois Randolph Moss

Assistant Attorney General Deputy Assistant

Office of Legislative Affairs Attorney General
Office of Legal Counsel

Attention: Greg Jones

You have asked us for our views as advisory unit on H.R. 3507,
the Personal Responsibility and Work Opportunity Act of 1996 and
Medicaid Restructuring Act of 1996. As explained in further detail
below, we believe several of the provisions in this bill raise
constitutional concerns.

D i ir

Section 103 of the bill amends Part A of title IV of the
Social Security Act (42 U.S.C. § 601 et seq.) to create a new
section 404(c), which would permit states to impose durational
residency requirements for the receipt of wvelfare benefits.
Specifically, § 404(c¢) would allow a state to provide families that
have lived in the state for less than 12 months with the level of
benefits, if any, that the families would have recelved in their
prior states of residence. Similarly, section 2003 of the bill
creates a new Title XV of the Social Security Act, which would
allow states to impose durational residency requirements in thelir

Medicaid programs: new § 1502(b)(4) permits a state to limit the

duration and scope of Medicaid benefits for residents who have
lived in the state less than 180 days to thoge benefits the
residents would have recelved in their states of prior residence.
See also new section 402(a)(1)(B)(1) (requiring state plans to
indicate whether the state intends to treat new state residents
differently from other state residents, and if so, how).

The Supreme Court has held that a state impermissibly burdens
the right to interstate travel when it denies newcomers the -~same
right to vital government benefits and privileges . . . as are
enjoyed by other residents.” Memorial Hosp i
415 U.S. 250, 261 (1974) (one-year residency requirement for free
nonemergency medical care invalid as penalty on right to interstate
travel): see algo Shapiro v. Thompson, 39¢ U.S. 618 (1969)
(1nvalidat1ng one-year residency requirement for yelfare benefits).
This is true even where the state acts, as it would here, pursuant
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to congressional authorization. See Shapiro, 394 U.S. at 641. 1In %

rationale to come to the same conclusion, holding that distinctions
based on length of residence violate the Equal Protection Clause

a related line of cases, the Supreme Court has used a different \/\\,\ '\'\'
o
under rational basis review. See, e.q., Zobel v, Williams, 457 U.S. UJ‘CEIQ
o rf’j
<

55 (1982) (state lacks rational and permissible interest in
granting incrementally higher oil revenue dividend payments to
residents of longer duration).'

those contemplated by the bill, limit new residents to the level of
benefits they received in their prior states. See Mitchell y.
Steffen, 504 N.W.2d 198 (Minn. 1993), cert. depnied, 114 S. Ct. 902
(1994); Aumick v, Bane, 612 N.Y.5.24 766 (1994); Green v, Anderson,
811 F. Supp. 516 (E.D. Cal, 1993), aff’'d, 26 F.3d 95 (9th Cir.
1994), vacated on procedurgl grounds, 115 S. Ct. 1059 (1995), B.uh\
see v ) e_Co » 485 N.W.2d 21 (Wis. 1992). The
argument that such laws might be described as “neutral”™ with
respect to travel, insofar as they provide equivalent benefits to

Recent lower court cases have invalidated laws that, like\

those available 1n the state of prior residence, was rejected by ¢
those courts. Mitchell, 504 N.W.2d at 201-202; Aumick, 612 \\~
N.Y.S.2d at 772-73; Green, 811 F, Supp. at 521. As noted in Green, ..r’v,

811 F. Supp. 521, because the cost of 1living differs between W' .
states, such laws might not always provide new residents wlth 1«";,.,
benefits equal to those previously received in any meaningful v
sense. More fundamentally, however, two-tiered benefits systems
disadvantage new state residents relative to older state residents:

(Ulnder the cases the relevant comparison is not between

recent residents of the State of California'and residents

of other states. . . . 1t is because the measure treats

recent residents of California different than other

California residents, and involves the basic necessities MA,L,A Wo
of life, that it places a penalty on migration. A K

Id. Under existing case law, this is the dispositive comparison,
because it reveals *discriminat([ion] only against those who have
recently exercised the right to travel.” See Zobel, 457 U,S. at 55 NTL), il
n.5; see _also Memorigl Hospital, 415 U.S. at 261 (*right of  *
; 1:5&1:“&

1 The majority opinionm in Zobel asserted that the right to ta Riosade
travel was grounded in the Equal Protection Clauyse: "In reality,
right to travel analysis refers to little more than a particular
application of equal protection analysis. Right to travel cases
have examined, in equal protection terms, state distinctions
between newcomers and longer term residents.” 457 U.S. at 60 n,6.
In her concurring opinion, Justice O'Connor argued that the right
predated the Constitution and was preserved by the Privileges and
Immunities Clause of Arxrticle IV. Justice Brennan suggested the
right might derive from the Commerce Clause or the Privileges and
Inmunities Clause of the Fourteenth Amendment.

2
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interatate travel must be seen as insuring new residents the same
right to vital government benefits and privileges in the state to
which they migrate as are enjoyed by other residents”).

Accordingly, under this 1line of authority, the durational
residency requirement of H.R. 3507 can be sustained only If
narrowly tailored to serve a compelling governmental interest, a
burden that is extremely difficult to satisfy. §See Shaplro, 394
U.S at 627-638 (rejecting variety of budgetary and administrative
interests as impermissible or non-compelling).

Denial of Fopd Stamp Benefits to Citjmen Children of Unqualified
Aliens -

Section 1044 of the bill amends section 11 of the Food Stamp
Act of 1977 to add a new subsection 1l(e)(2)({B)}(v), which would
require states to ensure that all members of a household receiving
food stamp assistance are either 0U.5. citizens or permanent
resident aliens. Specifically, this provision would require anyone
applying for food stamps, for herself or on behalf of a minor
child, to certify that all members of the household are citizens or
legal resident aliens. D cepothis pro on would ope :

to deny the U.S.-born children of familieg with undocumented alien
members certaln Food stamp benefits for which they might otherwise
pé _eligible if thelr parents or siblings were not upndocumented

aliens.

Although Congress enioys substantial authority to classify on

the basis of alienage and, specificaelly, to lim 111ty
of aliens for benef rograms, see Mathews v, Diaz,
426 U.S. 6 76), that authority ends once citizenship is

attained. See Sghneider v. Rusk, 377 U.S. 163, 166 (1964)
{Congress' broad discretion to impose conditions precedent to entry
and naturalization expires once an individual attains citizenship
by naturalization: “The simple power of the national Legislature,
is to prescribe a uniform rule of naturalization, and the exerclse
of this power exhausts it, so far as respects the individual.”
(citing QOsborn v. Bank of United States, 22 U.S. (9 Wheat.) 738,
827 (1824))). The Constitution guarantees that every person born
in the United States becomes a citizen of this country, regardless
of his or her parentage. U.S. Const. amend. XIV, cl. 1;

i t Kj r 169 U.S. 649, 693 (1898)
(citizenship clause "affirme the ancient and fundamental rule of
citizenship by birth within the territory~); Rogers v, Bellei, 401
v.S. 815, B29-30 (1971):; 14 Op. Atty. Gen. 154, 155 (1872) (*As a
general rule, a person born in this country, though of alien
parents who have never been naturalized, is, under our law, deemed
a citizen of the United States by reason of the place of his
birth”). This precious right of citizenship, once acquired, cannot
be ~"shifted, canceled, or diluted at the will of the Federal
Government, the States, or any other governmental unit.” Afroyim
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v. Bugk, 387 U.S. 253, 262 (1967).

A assification such as the one In § ll{(e)(2)(B)(v)
cffectivelp distinquishes among citizen children on the basis of an
immutable trait -- their national ancestry. The Supreme Court made
fhe suspect nature of such classifications clear 1in

OyAama v, .
ia, 332 U.S. 633 (1948), where it invalidated a state law‘)’llm wan

restricting the ability of citizen children of alien parents to own ja clt‘l“"_L
land. Concluding that discrimination between citizens on the basis [</vI+ kidi-
of their racial descent 1s Jjustifiable under ~only the mogt = iVviveT,
exceptional clircumstances,” 334 U.S. at 646, the Court applied a

strict scrutiny standard of review to classifications based upon
ancestry. See plso Masgachusetts Bd, of Retirement v, Murgia, 427

U.s. 307, 312 and n.4 (1976) (including ancestry as a suspect
classification requiring strict scrutiny); Graham v. Richardson, :
403 U.S. 365, 372 and n.5 (1971) (citing Oyamg for proposition that ‘
classifications baséd on nationality are ~inherently suspect and

subject to close judicial scrutiny”).

In the context of public assistance benefits, lower federal
courts and sgtate courts have applied strict scrutiny to reject
legislative schemes which operate to deny benefits to the citizen
children of ineligible aliens. See Fuentes v, White, 709 F. Supp.
1026, 1030 (D. Kan. 1989) (confirming that state policy of denying
food stamps and medical benefits to citizen children of Rore

undocumented aliens violated the Equal Protection Clause): Lows b
Intercmo pin Health Care, ] Hos £ missioners of Blaine -u.;
County, 707 P.2d 1051, 1054 (Idaho 1985) (Donaldson, C.J., ki o~

specially concurring) (same; denial of medical indigency benefits); adudly?
Darces v, Woods, 679 P.2d4 458 (Cal. 1984) (same; AFDC beneflits); pn.r it
cf. Lewis v. Grinker, 965 F.2d 1206, 1217 (24 Cir. 1992) (noting Mdam’ﬁ-?
that ~"serious equal protection questions” would be raiged if

federal statute were construed to deny automatlc eligibility for
Medicaid benefits to citizen children of illegal aliens). Ae the
California Supreme Court pointed out in par  citizen children of
undocumented allens "constitute a discrete minority” and “are
classified on the basis of an immutable trait -- they cannot

forsake their birth into an undocumented family.* 679 P.24 at 473.

Citing a long line of Supreme Court cases, including Ovama, which

impose strict scrutiny for classifications based upon natlonal

origin or ancestry, the California Court concluded that strict

scrutiny was wairanted. 14, o n rn Uni

(] 5 DY = . 8 ___ ] W CRE S -
America, 485 U.S. 360, 370 (provision denying feod stamp benefits
to households in which one member {s on strike did not “affect with
particularity any protected class,” and was therefore reviewed, and
upheld, under rational basis standard). ,

i
, B%‘E"&%Mmifica“c’“ here ,’g-‘ -~ to discriminate
againgt c© zen, - rather than alien, children and)} does so _on the
basls of the national origin of thelr parents, we/bel it
would be §ubject to strict scrutipy. It 1s highly unlikely that

4
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the compelling interest requirement could be satisfied in this
context, as no court faced with a similar classification has found
any proposed state justification sufficient under this standard.
See. « Darces, 679 P.2d at 473-74:; Fuentes, 709 F. Supp. at

Indeed, even under a more lenient standard, this
classification would be wunlikely to survive constitutional
scrutiny. As the Supreme Court explained in Meher v, Aetpa ai,
Casualty & Surety Co., 406 U,S. 164 (1972), where it invalidated a] uadd g
state statute that discriminated against illegitimate children, | { wlvnT.
penalizing a child is an Impermissible means of attempting to
affect the parent's conduct:

(Ilmposing disabilities on the illegitimate child is
contrary to the basic concept of our system that legal
burdens should bear some relationship to individual
responsibility or wrongdoing. Obviously, no child is
responsible for his birth and penalizing the {llegitimate
child is an ineffectual -- as well as an unjust -- way of
deterring the parent. Courts are powerless to prevent
the social opprobrium suffered by these hapless children,
but the Equal Protection Clause does enable us to strike
down discriminatory laws relating to status of birth

where =-- as in this case ~-- the classification 1is
justified by nd legitimate state interest, compelling or
otherwise.

Id. at 175-76. Cf. Plyler v, Doe, 457 U.S. 202 (1982)

(invalidating state’s denial of public education benefits to
undocumented allen children under higher standard than orcdinary
rational review; Supreme Court acknowledged "special constitutional
sensitivity” of case, due to the state’'s penalization of innocent
minors and the importance of the public benefits in guestion).
Similarly, citizen children 1living in homes with undocumented
aliens are neither responsible for nor able to control the alien
status of their parents or siblings. In 1light of the
constitutional standards reviewed here, punishing the innocent
citizen children or siblings of undocumented aliens seems an
impermissible means to effectuate Congress’'s legitimate interest in
deterring undocumented aliens from entering this country.

- - 4
ta t o a

Section 412 of the bill permits states to ‘éabush
eligibility standards for certain categories of aliens seeking
state welfare benefits. Section (3] e bill authorizes states
to apply so-called ~income deeming™ rules to restrict the
eligibility of otherwise qualified aliens. Under such rules, the

income of an alien's "sponsor” would be attributed to the alien for

purposes of determining eligibjlity for state benefits.,

5
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onee ' Although
Congress enjoys broad authority to classify on the basis of
alienage and to limit the eligibility of aliens for benefits 4

federal programs, Mathews v, Diaz, 426 U.S, 67 (1976), the sfe
are constrained gsignificantly by the Egua ptection Clauge

thelr treatmept of legal aliens. State denial of welfare benefits
to Tegal aliens is subject to strict scrutiny, a standard that, as
we have already noted, 15 exceedingly difficult to satisfy. Grahanm
v. Richardson, 403 0U.S. 365 (1971); cf£. Nyquist v. Mauclet, 432
u.s. 1, 7 (1977) (state classification based upon alienage
invalidated under strict scrutiny).

The question arises whether congressional authorization wauld
be sufficient to Immunlzé a state Ifrom such an equal protection

challenge. Q;Qg%__sg;g_geé‘fs that it would pot: in Graham, the
Supreme Court was faced with the argument that a state’s durational
residency requirement for aliens was in fact authorized by federal
statute. The Court declined to read the statute in question "so as
to authorize discriminatory treatment of aliens at the option of
the States,” . In order to avoid the "serious constitutional
guestions” that would otherwise be presented:

Although the Federal Government admittedly has broad
constitutional power to determine what allens shall be r%v.r

admitted to the United States, the period they may M[,.‘_
remain, and the terms and conditions of thelir > ,
naturalization, Congress does not have the power to o,

authorize the Individual States to violate the Equal
Protection Clause.

403 U.S. at 382 (citing Shapiro v._ Thompz¢on, 394 U.S. 618, 641
(1969)). .

The fact that Graham involved state restrictions on alien
eligibility for federal welfare benefits rather than gtate welfare
benefits does not, we believe, alter the Equal Protection analysis
applicable to such restrictions. Graham made clear that strict
scrutiny should be applied to such classifications because
"la)lliens as a class are a prime example of a ‘“discrete and
insular’ minority for whom such heightened judicial solicitude is
appropriate.” 403 U.S. at 372 (citing United Stateg v, Carolene
Prg_d,gg;g Cg-' 304 U.S. 144' 152-153' n.4 (1938)).



