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Record Type; Record 

To: Bruce N. ReedlOPDlEOP, Elena Kagan/OPD/EOP. Jennifer L K1aintOPDIEOP 

'cc: Diana ForIuna/OPDIEOP,Andrea KanetoPDtEOP. Emily BrombergMIHOIEOP. Keith J, 
FonteooVOMBfEOP 

Subjed: Slate FY '97 wollam and enad care spending 

HHS has soot me tables showing how much each state has spent of its federal TANF and child care 
block grants. HHS intends to make thase data public this week (by providing copies to GAO and APWA 
whlch have requested 'hem). I will send you all copies. I don't see anythfng reason 10r us to orchestmte 
the release -- do you? Here's a quick summary: ' 

FY '97 TANF Spending: Most states have spant shock!ngly little of their FY 1997 federal TANF block 
grants, perhaps because casaloads have fallen so much. On average, states spent 72% of their FY 1997 
block grant in FY '97: 

1 stata (NM) spenll00% of ils FY 1997 block granl in FY '97, 
3 states (CT, IL, and NC) spent between 90% and 100%. 
9 stal •• (AZ, HI, IA. KY, MA, NH, OR, SC, VI) spent between 80% and 90%, 
11 stale. (CA, DE, FL, GA, ME, MO, MS, NJ, TX, UT, WAI spent bet 70% and 80%, 
19 states spent betwoon 40% and 70% 
7 slales plus D,C, (AR, CO, ID, IN, NO, WV, WYi spenlless lhan 40%, including 

Idal10 at 18%, Wyoming.1 14% and Coloredo & D,C, 010% (I'm checl<ing Ihis out), 

The data show how much of the federal funds states spent, not how much of thei. own state funds they 
spent as MOE, 8ecause states may reserve fGderal funds for future years, they have an incentive to use 
only what they need, Thus, this could mean that states are saving for a rainy day; or it could mean that 
they are not investing in welfare to WOfk. ' 

An unrelated survey by the Nationa! Conferooce of State Legislatures asked states about planned state 
MOE spending in FY '98 found that most states planned to spend enough state dollars to qualify for thoir 
entire federal block grant (which could be saved for iater years). Of the 44 stales that responded, 35 
planned to spernfat least 80% of historic state spending, guarantooing them their entire federal block 
grant, and 9 states plan to spend between 75 and SO percent (which, if they meet the work ratos, will be 
enough to get their entire block grant). 

FY '97_ Child Care Spending: There are tvro ways to look at the child care data, One is that stales 
obSigated (spent or legally commi11od to spend) 99,8% of the FY '97 mandatory and matching tunds -­
these are funds which must be spent in FY '97 or thoy will be dismbuted to othet states (ant)' ID, MS, and 
NH fell below tile mark). However, when mandatory. matching, and discretionary funds are combiood, 
stales spent only 72% of FY '97 funds. States have up to an additional year 10 spend diSCfetionary funds, 
1 assume folks at HHS are thinking about the bast Way to describe this in the context of our new child 
care proposru. 



ADMINISTRATION FOR CHILDREN AND FAMILIES 

EXPLANATION OF OBLIGATION AND OUTLAY TABLES 


Oblig.tion/Qu~ay Status of Em JANE Funds: 

This table shows the status of FY 1997 TANF funds by State.s of September 30, 
1997. The column entitled "Federal Obligations" represents tbe Wtal gram awards 
issued by the Administration for Children and Families !o SIa!es for FY 1997. The 
third colwnn en,itled "Outl.ys" represents the cash dr.wdown of grant awards by 
States (also referred to as "disbursements") as reported by the HHS Payment 
Management System (PMS). The fourth column entitled "% Outlaid" represents the 
percentage of the total giant award that a State has drawn down. Outlays differ from 
actual expenditures made by Slates, which will be reported separately On the ACF-196 
financial report. As specified by statute, TANF funds granted to States for. fiscal 
year are available until expended and thus may be reserved for future fiscal years. 

Obligation/Qutlav Sm,"lS of ill? Child Care & j&ve1!ljl1llem Funds, 

This table shows the status of PY 1997 CCDP funds by State. The lef! section of the 
table shows Federal Obligations and Outlays CM defined above) as of September 30, 
1997 for ail three components of the CCDF: the MandatoI)' and Matching Funds, as 
well as the $19 million in Discretionary Funds appropriated for FY 1997. 
Discretionary Funds are Include<lin tha Federal Obligation and Outlay columns because 
States did not differentiate between the three funding sources when reporting outlays !o 
PMS. Since outlays for tha MandatoI)' and Matching funds alone could no' be 
identified. all three funding sources are included for comparability purposes. For aU 
three parts of the CCDF. States lrave at least one year beyond the first year of the gran' 
award to expend (liquidate) funds. 

The right sec!ion of the rable shows Federal and State Obligations for the MandatoI)' 
and Matching Funds only. The column entiUed "State Obligations" represent amounts 
obligated by States from their MandatoI)' and Matching Funds, as reported on the ACF 
696 financial report. State obligations reflect the amount of binding contracts and 
agreements which will require the State to make an expenditure and outlay at some 
later time. The fourth column entitled "% Obligated" represents the pen:entage of the 
total grant award t1rat • State has obligated. For those Srares receiving Matching Funds, 
both MandatoI)' and Matching Funds must be obligated by the end of the first year of 
rhe grant award. Matching Funds not obligated by States by the end of the flrst year of 
the grant award are realloted to other Stales. 



OBLIGATIONfOUfLAY STATUS OF 

FY97 TANF FUNDS 


As of September 30, 1997 


I'llOERAL 
OBllGAT10NS 

NOTE: Outlay'S represent cash drawdowns ofgrant awards as reported by the Payment 
Management System (PMS). Totals do not include Tribal funds, 
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OBLIGATIONfOUTLAY STATUS OF 

FY97 CmLD CARE & DEVELOPMENT FUNDS 


As of September 30, 1997 


OnUGATlONS OBtJQAT10NS 

II~ l.fl.nt lWV<lt AAd ~.,.. &om Mt.nd&t<uy.t: ~FimdI. u-n "tb~ SI9 million. hi DiKtttiomuy flUldl fOt" FYP? o..ru.Yl-t~t C~m 

4t~ ofgrlnt .......,..,. utq"l(lltlld &ythe r:t.~~<:at S~(fMS). WI);tII filtponi:a&W 9M5.ltlw did nOI:dle"uurtialc ~.«C1 oi.IUa)'l fi:<)m 

1m l.I\teIl AtIIdiJ\t SOW'UI of'tIM: C<:OF. f« a.lllf¥"u ptrtl oilh" CCDr. SU\Cf ft.ov.. at leut 01\01 yu.r Iwj<md Ole y.... of \he sr-t .l.wud to liq'l,lidua funds. 

11 J,lut4 ~Stl\t fiMncl,ll"ep<llt\: r~tdltt4 \C d$ (..0). State ~~ amounlJ obtl,MCd tty 5'tI.tq fi"QI'tIlhd, ~ &. M.t.tcl\lnf f\ln&:. 

Milchirli F'W)d;f uilI. obllpted by Sl~ dI.IM& lht yw-of~ ~llIit ""'~ In.rw\0ue4l,Q ~StU4 
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Stata MOE SpendIng for the TANF Block Grant FY98 

$1"\"8 lit or ovor 100% MOE 

Nebraska 

Arkansas 

MissiSSippi 

Kentucky

Soulh Dakota 


Stab,s botween 90 lind 99% MOE 

Kam,oa 
HawaII' 
Tentlof>see 
Florida 
Georgia 

Minnesota 

Arizona 


States between 81 % and 89% MOE 

Delaware 
IlIInol& 
Connecticut 

Nevada 

Washington 

Maryland 

Rhode Island 
Main~ 
Monlana 
Alasha 
AlabEtma 
Colo.'odo 

Slales between 76·;" and 80% MOE 

Texas: 
California 
Loul~19na 
North Dakota 

Iowa 

Idaho 
Wyoming 
New Yorl< 
Vormont 
Massachusotts 
PanMylvanla 
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State MOE Spending for the TANF Block Grant FY98 

StatE'S at 75% MOE 

Wesl virginia 

Michigan 

Virginia 

Oklanoma 

Indiana 

Now Hampshire 

New Jersev 
New Maxlco 

Utan 


Siaies th,at have not yel responded 10 survey 

District of Columbia 
Missouri 
North Catollna 
Ohio 
Oregon 
SoUlh Carolina 

Wisconsin 

Puono Rico 

Inforrnallon from a survey by the National Conferenco 
of State Logislatures 
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THE: WHITE HOUSE: 

WASHINGTON 

January 8, 1998 

MEMORANDUM FOR THE PRESiDENT 

FROM: BRUCE REED 

SUBJ: SECRETARY SHAL"LA'S REPORT ON STATE WELFARE SPENo[NG 

The attached memo from Secretary Shaiai. highlight' that states are spending only about three­
quarters of available TANF funds. There are concerns that these large unspent balances ~~ about 
$3 billion as of June ~~ may make TANF vulnerable to budget cuts, We will be working with 
HHS and the states to devise a strategy to prevent this (one reason we've managed to avoid cuts 
so far is that budget scorekeepers expect low spending rates and thus cuts in spending a~thority 
aren't scored as having many outlay savings). One advantage of such TANF surpluses is that) 
because they can be carried over from year to year, they provide an additional rainy day fund in 
case of an economic downturn, Moreover, data show that even with these surpluses states are 
actually spending more per person than before refonn due to caseload declines, In addition, tbe 
data illustrate the importance of the state Maintenance of Effort provisions you fought so hard 
for: states are spending their own funds first to ensure they meet the MOE requirements (which is 
one reason so little of the federal TANF funding is being spent). 

, 
To identify the reaSOns for these trends, HHS surveyed the 12 states with the lowest obligation 
rates, which together account for 80% of the total unobligated funds (CA. FL, KA. LA, r...fN, NJ. 
NY, OK, PA, WA, WV, WI), Key factors identified by the states include: 

1) Unexgectedly l{!rge cascioad' reductions provided states with unforeseen funds which 
they have not yet spent. For example, Minnesota, anticipating caseload increases due to 
expanded eligibiJity rules, had actually cut back on some support services, In light of 
unanticipated caseloud reductions, the state plans to increase these services, 

, 2) Early stages ofTANF implementation, Many fiscal and policy decisions made by 
Governors and state legislators had not taken effect as oflast June, For example, 
California's new law did not take effect until January 1998, which means counties didn't 
stan bringing large numbers of people into the program and spending new funds unti! 
mid- (0 late-1998, 
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3) Savjng for possible economic downturns, States are saving money in rainy day funds 
to ensure they have adequate resources to meet future spending requirements, For 
example, Florida's legislature required a $250 million rainy day fund (which represents 
43 percent of their FY 1998 block grant), In addition. states. are spending state funds 
before federal funds in order to meet the maintenance ofeffort requirement. This 
requirement, which is a fixed percentage of each state's historic spending levels, must be 
met each year regardless of total spending level while federal money may be carried over 
to future years, . 

4) SQrrt~tates have concrete plans in place for investing TANE resources. while others 
do not. The Secretary recommends that we continue to' send a strong message about the' 
importance of maintaining investments in low-income working families. 

The Secretary's' report shows that more states are beginning to use their flexibility to transfer 
funds from TA"'F to the Social Services Block Grant and the Child Care Block Grant By the 
third quarter of FY 1998, twenty-seven states -- or double the number from the prior quarter~­
transferred some funds, although the amount transferred is wen below the maximum allowed. 
There are indications from states that these transfers will increase, which should increase overall 
TANF spending. 

While not specificaHy referenced in Secretary Shalala's report, it is important to remember that 
caseloads have fallen by more than one-third from the base years used to calculate the TANF 
block grant, so even ifstates spend only 75 percent of their block grant funds this year, they are 
actually investing more per person. GAO estimates that, nationwide, states hud nearly 40 percent 
more federal funds per recipient available under TANF in 1997 than they had under AFDC. 


