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WELFARE ASSOCiATION 

February 18, 1997 

Olivia Golden, Assistant Secretary 
Administration fur Children and Families 
Departmerrt ofHea1th and Human Services' 
5" Floor East; 370 L'Enfant Promenade, SW. 
Washington, DC 20447 

Dear Assistant Secretary Golden: 

On behalfof the National Governors' Associat.on and the American Public Welfare Association, we arc 
pleased to provide the following comments on the proposed rule governing the Temporary Assistance fur 
Nnedy Families (TANF) block grant., issued Nov. 20, 1997, by the U.S. Departmenl of Health and Human 
IServices' (HHS) Administration for Children and Families. The comments set forth in our document were 
developed after a series ofmeetings in which state agency administrators and governors' policy advisors 
discussed the proposed rules' probable effect on state TANF programs designed to serve America's most 
vulnerable chi,dren and families. We are grateful to the Department for conducting extensive consultations 
with states thToughout the development of these proposed rules, and offer our continued commitment to 
work with the Administration to rc\.-lse and finalize these critical rules, . 

Since enactment of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (P.L 
104~193), StAtes have achieved remarkable success in the development ofprograms and pobcies to move 
\velfarc clients'off assistance and into employment Absent any federal rules, states. have developed . 
innovative and effective welfure refonn programs guided by their reasonable interpretation of the law. 
States have b""etl successful in large part because they are no longer bound by past rigid federal regulations 
that onre compelled 48 states to seek time<onsuming and resouice-<ieplcting waivers to implement 
promising ideas. Just as the architects of the TANF statute had envisioned. freedom from restrictive federal 
regulations has sparked new ideas and strategies to move clients from welfare to work and to avoid welfare 
dependency, 

Some states have devolved considerable authonty to localities, and in the process havc established 
performance goals and outcomes rewarded with increased fimd$ for local human service programs, Others 
have developed creati:ve state mteragency pannerships linking public hUman service depanments with 
i!conomic development, iaber. transponation, and education to leverage program resources to attain the 
goals set forth in the act These cross-program collaborations are producing improved services and 
opportunities for families, New state partnerships with the private sector and community·based. religious. 
and charitable organizations are changing the design and delivery ofpublic: human services throughout the 
country. A heigbtened focus on measuring program outcomes and performance. a departure from the 
payment accuracy systems of the past, is providing state agenci~s 'with new tools to periodically assess and 
refine their welfare reform strategies. 
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The emphasis on work. coupled with the imperative to make ~es self-sufficient within a fi\'e~year time 
limit, bas hastened the pace of state performance. Thousands ofclients have moved Into private, 
unsubsidized employment often supported ",,'ith goverrunent-subsidized chiJd care, medical, and 
transporuu.ion services. As President Clinton bas often noted. the dramatic decline in the nation's welfare 
caseloads during this period is unprecedented. As recent financial reports have shown. all states have met 
and many have exceeded their maintcnanceooOfdort (MOE) requirements--marking a period of record 
investments in critical services such as child care to support cEients in theIr transition to the world of work. 

States are changing their welfare refonn strategies to meet the needs of their clients-whose needs are 
changing as well. States no longer administer static systems ofentitlement and income maintenance, but 
rather dynamic programs tailored. 10 match client skills with evolving employment opponunities and 
services designed to meet the needs of children and families making the transition to work. The program 
that serves families today may change tomofT(lW because the ne¢s and characteristics ofcaseloads may be 
different, because the economy may slow, or because the ori~ plan may need to be refined. For these 
reasons, the federal rules applied to TANF must stand the test oftirne. preserving the enhanced state 
flexibility afforded in the Jaw that is so critical to maintaining this impressive record of achievement. 

After all, the indiViduals with the most at stake are the children and famiJies we serve. Accordingly. stales 
need to be allowed to focus their time and resources on serving these children and families, WhIle federal 
reg.ula.tions a.re obviously necessary, they should not hinder or c,ripple state programs in the process. We 
need a strong federaJ~state partnership with the shared objective to m.inimiz:e unnecessary interference so \'.'e 

can max.imize the chance that families wilt succeed. 

The proposed ruies, therefore, are critical to the future administration ofTANF. Definitions and 
restrictions on program design and operation in the proposed regulations wuld dramatically alter each 
slate's TANF plan. nus would be especially unfortunate because states have compieted one fiscal year and 
a quarter guided by their rC3Sonable interpretations of the law Clients have been notified of the rules the 
stale has elected to apply to their programs, devolution to the counties has occurred, and programs are 
undcn.vay. 

States wbolehea!)~ly endors~ a 'lumber of provisions in the proposed rules, either because they comport 
with the guidance HHS released·iinwary 1997 or because they edifY the states' reasonable . 
interpretations of the statute, For example, we are pleased wah the proposals to simplifY the TANF 
financial reporting form; the interpretation that six weeks ofjob search applies to the fiscaJ year and not to 
a lifetime limitation: the ability of stales operating under 'Waivers to use their work definitions in calculating 
the participation rates; the pro-ration of the penalty for failure to meet the t\Y'O~parent work rate penalty; the 
application of the family violence option.to the work penalties and hardship el(emption~ and other 
provisions noted throughout the attached document. 

However, we have a number ofserious concerns with the proposed ru~es, The basic, foremost concern IS 
that the rules wouJd greatly limit the state flexibility that was at'the heart of the TANF statute. We were 
disappointed with the overall tone and approach of the proposed rules that presumes states ""ill behave 
dishonorably and either "game" the system or treat ....-eJfare recipients unfairly. We believe this approach is 
unfair and unwarranted-effectively punishing states for actions that have not O(:curred. Absent any 
compelling fIDdings of such behavior, we believe the regulations should support, rather than discourage, 
State flexibility and innovation. Should problems arise in the future, we would be happy to work with the 
Administration to resolve them. 
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Based on extensive conversations and meetings, state officials came to a consensus on the following 
priority concerns; 

• restrictions on separate state--only programs and MOE 
• limitations on child-only cases 
• provisions that discourage continuation of waivers 
• new data collection requirements 
• application of the administrative cost cap 
• defmition ofassistance and eligihlc families 
• work and related penalties 

OUf comments are divided into three sections: The first section represents state consensus on the priority 
conceI'TlS with the proposed rules and recom.mend.ations for changes deemed most critical by states, The_ 
second section provides comments on rerna1ning issues, The final section contains detailed 
recommendations fOf changes to Appendix A 

We appreciate the opportunity to comment on these proposed rul4:;s and bope that the final regulations will 
include many of OUf recommendations so states can continue to dfectivcly implement their programs and 
move families toward self~sufficiency. 

Sincerely. 

Chairman, :"Jational Governors' Association 

Cornelius D, Hogan 
Secretary, Vermont Agency of Human Services 
President, American Public Welfare Association 

Thomas L Carper 
Governor ofDelav.'are 
Vice Chairman, National Governors' Association 

Gary J. Stangler 
Director, Missouri Department of Social Services 
Chairman, National Council of State Human 

Service Administrators 
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. NGA AND APWA COMMENTS ON PROPOSED TANF 
REGULATIONS 

SECTION I: PRlORl:n' AREAS OF CONCERN 

I. INTRODUCTION 

We are greatly concerned that key sections of the proposed rule seriously erode state 
flexibility and, if implemented without substantial revision. would impede the progress 
stales have made to date, The law is clear: the Department must adhere to Section 4} 7 of 
lhe Temporary Assistance for Needy Families (TANF) s'tatute that "No officer or 
employee of the Federal Government may regulate the conduct of states under this part or 
enforce any provision of this pan. except to the extent eipressly provided in this pan." In 
numerous instances, we contend that the Secretary has exceeded her authority. reguhuing 
program deSIgn and adminislfation when the statute gives her no legal right to do so. We 

, are panicularly concerned about the proposed rules related to separate state programs, 
child~ollly cases, data collection and waivers. 

In other areas, it is hard to understand how the Department couJd have interpreted the law 
so as to enable [he Secretary to condition and link a state choice ofTANF program design 
and optional report submissions to eligibility for penaJty relief. caseload reduction credits 
and bonuses. For example. the statute does not give the Secretary authority to deny the 
caseload reduction credit to any slate and yet the proposed ruies would deny states the 
credit for failure to submit a separate state program mainlenance~of-effort report (MOE). 
We detail our concerns in each section oftbis document. 

Finully, we are disappointed with the lone of the preamble and the fact that the 
Department makes nO reference to a federal-state partnership in achieving the goals of the 
Act. To the conlrary. lhroughoUI the proposed rule. we find policies cast in suspicion lhat 
states would make every effon lo avoid the work participation rates. evade the life lime 
limit and undermine the goals of child suppon enforcement. And, yet, the Department 
provides no evidence to support its suspicion or justify tnis assumption. The rule ignores 
the fact that the majorily of states are requiring clients to',move to work immediately. nol 
wailing the two years the statute permits.. Nearly half the states have chosen shaner 
lifetime time Hmits than the five-year maximum as a way of encouraging clients to move 
10 work more swiftly. And even the Administration has touled the record improvement 

• 
SUites have achieved in recent years through rigorous enforcement and collection of child 
suppon for needy families. 



II. SEPARATESTATEPROGRAMS 
We are very concerned about and disappointed by the negative and distrustful tone of the 
preamble to the proposed regulations regarding separate state programs. We hoped the 
Department would not seek to limit the flexibility provided in the statute that will allow 
states to develop innovative and outcome-oriented programs. 

In a number of sections of the proposed rules. the Depanment. assuming (he wQ'rst 
behavio~ from all states. trueatens to limit penalty reduction or reasonable cause 
exemptIon if a state operates a separate state program. The proposed rules also add 
substantial new and burdensome reporting requIrements to monllor state behavior in the 
area of separate state programs and ties the submission ~f these "optional" reports to 

eligibility for the high performance bonus, the caseload reduction credit and a work 
penally reduction. We beHeve'that the combined effect of these provisions will be to 
discourage state innovation-to the detriment of ('he weli~being of families. 

We believe that the statute is clear: state.<i are permitted to serve eligible families in 
separate state-funded programs and have the spending in these programs count toward the 
maintenance-of~effort requirement. As outUned in the Jalmat)' 1997 policyarmouncemem 
(TANF-ACF·PA·97·1). states may expend Siale MOE funds in three different 
configurations: I) co-mingled with T ANE dollars; 2) segregated but within the TANF 
program: and 3) expended in ,eparate Slate programs. The preamble and proposed 
regulations. as welL confirm that separate state programs are a legitimate option under the 
law and that states are to have more flexibility with these funds. At 62Fed.Reg.62129, 
the Department writes "We recognize that States have more flexibility in spending State 
MOE funds than federal funds. especially when they exp~nd their MOE funds in sep'arate 
State programso" ' 

We·also firmly believe that tne MOE requirement under TA;"iF represents a financial 
commitment to spending on needy families. not a specific program commitment. As 

" recognized in the January policy announcement referenced above, TANF requirements do 
not apply lo these separate state programs. This enables states to design programs for 
targeted populations that have special needs or to create innovative approaches to support 
work such as state earned income credits" 

Currently, several states have created separate progrJ.ms to serve the most vulnerable 
families-legal non~citizens with poor language and 1iteracy skills. single parents taking 
care of a disabled child, clients not disabled enough to qualify for 551 but unable to work 
20 to 30 hours a week, and victims of domestic violence. With the flexibility available 
under separate programs, states are able to set indlviduaJized participation 
requirements-which may include substance abuse treatment, ESOL, education and work 
-appropriate to [he unique circumstances of the family. States have also created separate 
state programs to provide enhanced access to education and trai~ing activities and to 
provide food assistanceOto immigrant children. ,These programs serve very legitimate 
purposes and are not designed to evade the work requirement or time limit but rather 10 
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provide the flexibility needed to meet the families' special needs. According {O the 
statute. state spending in these programs on ellgible families counts toward the MOE. 

Recently. the Department released financial data on FY 1997 TANF and MOE spending. 
The reports showed that in FY 1997, states spent just slightly more than 2 percent of 
MOE spending in separate stale programs. Spending in 'separate programs. then. is not a , 
significant amount of total MOE and there is no evidence of widespread abuse. We urge 
the Department to monitor stale activity and only propoSe regulations when and if a 
problem truly arises. 

The specific separate state program provisions that are of concern include the following: 

nata Report, Section 275.3 (d) 

, 
This section conditions eligibHity for the high performance bonus. caseload reduction 
credit. and a work penalty reduction on the state providing a quarterly TANF-MOE 
Data Report containing detailed aggregated and disaggregated case information on 
families served in separate state programs. We believe that the request for this 
information and its linkage to penalties, bonuses. and caseload credit exceeds the 
Depanment's regulatory authority under the Act Further, much of the data requested can 
not even feasibly be collected for some separate State programs--such as diversion 
programs In which the clients have only limited contact with the state or state earned 
income credit programs which are administered [hroughl~he tax system. 

, 
Under SectJon 273.7 (b) states are required to file an annual addendum to their fourth 
quarter T ANF financial report providing information on;expenditures, activities provided 
and individuals served in state-only programs for the PUfpose of counting MOE 
expenditures. We believe this report will provide sufficient information to the 
Department for monitoring of spending in separate state programs and no further 
reporting is necessary. Additionally. since the vast majority of MOE spending is 
expended in theTANF program, client data on most MOE~funded families will be 
included in the TANF Data Report. Therefore. we recommend that the TANF~MOE Data 
Report be eliminated. 

Penally Reduction, Section 271.51 

This section makes States ineligible for a penalty reduction for failure to meet work 
participation rates unless the state demonstrates it has not diverted ca<;es to a separate 
program for the purpose of avoiding work participation rates, By adding a new 
condilionai requirement. the rule is in conflict with the law which states that the Secretary 

. "shalf' impose reductions in penallies based on the degree ofnoncompliance. This 
noncompliance reiates to the states' performance in its T.ANF program-the statute makes 
no reference [0 MOE spending in a separate state prog~. Additionally, while astate 
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may have an unrelated policy purpose in estabiisrung a separate program. the Secretary 
may erroneously determine that the slate's intent is to avoid the work rates. We do nOI 

believe that the state shouJd be put in the situation of having its intent or purpose 
challenged by the Secretary, It is unclear how the Secretary can accurately make an 
a'isessment of the state's purpose: the reasons for state <kcisions are complex and often 
based on many factors. This provision creates a circuJarldebate about intent-one that 
will be impossible to fairly and definitively resolve. 

Reasonbble Cause Ipd Corrective Compliance. Section 272.5 

Sections 272.5(c) and (d) prohibit a reasonable cause exemption from a number of 
penalties if the Department detects a significant pattern ~f diversion of families to a 
separate stare program that achieves the effect of avoiding the work participation rate or 
diverting the federal share of child support. We believe that if a reasonable cause for a 
penalty waIver exits-such as a recession. then the Secretary should grant the relief
regardless of the existence of a separate program. Section 272.6(1)(2) similarly limits 
penalty reduction under a corrective compliance plan "unless the state corrects. the 
diversion," This would effectively require states to discontinue their separate srate 
programs. If so, the speciaJ needs of these families will go unme1- These provisions 
place states with separate programs at greater risk of penalties even though the law does 
not speak to "n significant pattern of diversion"-an arbitrary and imprecise standard 
created in the proposed rule. In fact. it is vinually inevitable that some diversion of the 
federal share of child support will occur. For example, for some separate state programs, 
such as a program to provide food assistance {a non~cidzen children. the state may not 
fee! II '$ appropriate to trigger the a"isignment of child support rights. 

Stales also Object because these provisions are so far-reaching. not only would Ii state he 
denied penalty rehef from the work participation rote but~ also from the- time Hmit. work 
sanction and child care penalties-issues unrelated to the work rate, 

We believe that these provisions are based on unfounded assumptions that separate slale 
programs would be used for purposes other than 10 serve families, Indeed. if states. truly 
wunted [0 "avoid the work participation rate," the simplest approach would be to 
eliminate benefits altogether for certain famiJies, The vast majority of states have been 
administering TANF programs for 15 months and there is no compelling evidence to 
suggest that states have structured or operated their prog~ams to avoid work penalties at 
avoid remitting the federal share of child support coHections, 

We firmly believe thal HHS should not issue regulations to address problems that do not 
exist Regulating to prevent some potential. future acHons by states may have the 
unintentional resuh of discouraging states from adopting innovative and progressive 
strategies [0 assist TANF fllmiJies, Again, we must underscore that the law places no such 
restrictions on separate stale programs. We believe that the maintenance of effort 
requirement is a financial commitment. not a program commitment As long as the 
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Department detennines tbat the state~funded programs are qualified expenditures under 
the law, then the state program design should not be regulated further. " 
Recommendation. We urge the Department to strike any reference to separate state 
programs when detennining penalty reductions, reasonable cause exemptions or 
corrective compliance. The Secretary should not treat states with separate state programs 
any differently Ihan those without them, Additionally, as discussed .bove, the rules 
should not require detailed data reporting on separate state programs, 

III, WAIVERS 

Central to the intense negotiations over the design and application of the PRWORA law 
was the states' ability to continue federally~approved welfare waiver research and 
demonstration projects after the enactment of welfare reform, Governors fought for the 
inclusion of Section 4 t5 of the TANF statute that explicitly allows states to continue their 
waivers until their expiration date. even if they are inconsistew, with the new iaw, 
Congress allowed slates to continue these waivers because it knew that welfare reform-
undenaken by the states iong before tne passage of PRWORA~- was achieving 
extraordinary. unprecedented success in moving families off of welfare and into work. 
Indeed. the innovations and policies included in state waivers provided a model for the 
flew federal welfare reform law. 

Congress respected the fact that states had dedicated considerable resources to develop 
waiver demonstration projects; achieved federal approval only after an exhaustive , 
appiication process: committed resources for a rjgorous eyaJuatjon of their waivers and 
adopted State laws to undertake their waiver experiments.' That is why Congress permitted 
states to continue their successful policies and practices and specifically instructed the 
Secretary to "encourage any State operatjng a waiver to continue the waiver." 11 is 
confounding that. in direct contradiction to the expressed intent oftbe law. !.he cumulative 
effect of this proposed rule is to discourage states from continuing their waivers. 

The proposed rule sets forth a narrow and incomprehensible definition of waiver 
"inconsistencies." denies waiver states any reasonable cause exception or penalty 
reduction, and pressures states to discontinue their waiver as part of their corrective 
compliance plans. The Secretary once again has exceeded her authority in the regulation 
of waivers, Section 415 of the TANF statute grants her n? such authority. ,, 
The preambJe (62 Fed. Reg. 62l43-44) states that with re~pect to the waivers and the 
work requirements of the new law, the Depanmem "wanted to draft a regulation that 
would balance the legislative emphasis on helping recipients find work quickly with the 
intent to allow States to continue reform actjvities they had already undertaken." This 
statement is odd for a number of reasons~ first the statute does not instruct the Secretary 
to "balance" these objectives and second, the Depanment wrongly assumes the slates 
with waivers do not have welfare to work as a primary objective. In facl. work is the 
centerpiece of these waiver demonstrations. States are wel1 aware that when their waivers 
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expire and cannot be renewed, they must immediately meet all the provisions of the 
TAA'F statute, including the work participation requirements. 

Definition of Inconsislenc~, Section 270.30 

The proposed rule introduces a new standard not found in the law by stating in Section 
270.30 "Inconsistency means that complying with aTANF requirement would neceSsHate 
thal a State change a policy reflected in an approved wa.-!ver." This standard of necessity 
is far too restrictive. More fundamentally. Section 417 ~f the TANF statute limits the 
Secretary's authority to regulate the conduct of States "except to the extent expressly 
provided" in the law. The T ANF statute grants the Secrt?tary no such authority to regulate 
Section 415 with respect (0 defining waiver inconsistency. 

Recommendation. The authority rests with the slate, not the Secretary. to determine if a 
waiver provision is inconsistent with the ~aw. In their T ANF state plans. states identified 
waiver inconsistencies and whether they intended to COntinue or discontinue their , 
waivers. We recommend (hat states continue to have the authority to do so. 

Application to Work Requirement, Section 27UO!b)(l) 

Second. the application of the proposed definition of inconsistency creates more 
confusion than clarity. panicularly with respect to work participation requirementt;, We 
agree with the policy in Section 271.60 (b)(l) that permits states to use the work activity 
definitions contained in their waivers. Clearly. states would need to "change a policy 
reflected in their approved waiver" if they were compelled to fonow the TANF work 
definitions, We were perpJexed when the application of the inconsistency definition to the 
bours of work and exemplions, Section 271.60 (b)(2) and 271 ,60(c) respectively, 
produced a different outcome, 

Some states would need to change theIr wai veT policies ,to comply with the hours of work 
defined in the work panicipation rate requirement in TANF statute or they would be 
penalized for failure to meet the work rate. Yet, under the proposed rules. some would nol 
be permitted to defer to their waiver hours in this instance, Some state waivers contain 
exemplions for certain clients from work requirements, yet under the proposed rule. those 
exemptions would not be recognized a<; inconsistencies;. Again. these states would have to 
change their policy in order to meet the work rates and avoid a penalty. As with 
allowable work activities. we believe hours and exemptions represent inconsistencies. 

In Section 415(a)(2)(8) of the TANF statute pertaining to waivers granted states after 
enactment of the PRWORA, states that"a waiver granted under section 1115 or 
otherwise which relates to the provision of assistance under a State program funded under 
this part shaI1 nO! affect the appticahility a/section 407'10 the State." Presumably, then 
the applicabilif}' of section 407 should be affected with respect to waivers granted Wior to 
the enactment of {he law. 
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Recommendation. We interpret this section of the law to mean that the intent of 

Congress was that alJ states must meet wort participation rates. States with waivers 

eouid continue to use their hours. definitions of work activities and exemptions in 

calculating work rates, We believe the required hours, exemptions and definitions of 

work are often inextricably linked and therefore. states should be permitted to asseI1 

inconsistencies for all of these. 


Lack 0, Enc~uragemeni of Waivers, Section 272.8(b) (I); (2) and (3) 

Section 415 (e) of the T A.NF statute states that the Secretary "shall encourage any State 
operating a waiver described jn subsection (a) to continue the waiver and to evaluate" .. the 
result or effect of the waiver." Unfonunately, Section 272.8(b) (I), (2) and (3) of the 
proposed rule discQurages states from maintaining their waivers if they fail the work 
participation raie or time limit requirements by a) making those states ineligible for a 
reasonable cause exception from the penalty as well as a reduction in the work penalty 
under Section 272.5l(b)(3); b) requiring States to "consider modifications of its 
alternative waiver requirements as part of its corrective compliance plan;" and. c) denying 
a reduced penalty to states who continue their waiver an4 fail (0 correcl'a violation under 
'a compliance plan. This section is unduly punitive and harsh. It would cause important 
evaluauons and experimentation to be discontinued jf states are forced to make these 
alterations in their waiver designs. 

Similar to the treatment of separate state programs, the proposed rules add a new 
conditional requirement to penalty reduction under Section 272.5l relating to waivers. 
Rather than follOWIng Section 409 of the TANF statute, the proposed rule adds waiver 
status to the conditions for penally reduction. As in the case of separate state programs. 
the proposed rule is in conflict with the law, 

The Department explains these proposed penalty proyisions in the preamble (62 Fed. 
Reg. 62150) by pointing to the waiver states' "'advantage compared to States operating 
fully under T ANF rules." If these states find themselves in penalty status, the waiver 
evidently did nOl provide them with that advantage. The proposed penalty ignores the fact 
that waiver· states thal experience a recession or a natural disaster may no! be abJe to meet 
the work participation rate. notwithstanding any "advantage" work definitions might 
afford: Yet. waiver states experiencing these extreme circumstances would not receive 
any relief. The treatment of waiver states with respect to penalties is unjustified, 

Recommendation. We recommend the elimination of t~ese sections of [he proposed rule. 
We believe waiver states should he treated no differently than non-waiver Slates with 
respect to the application of the reasonable cause exception. work penalty relief and me 
corrective compliance plan. 
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Application 10 Ihe Time Limit, Section 274.l(e)(2ll.!1 . 

The proposed rule specifies that "a State will count toward the five-year limit all the 
months for which the aduJt is subject to a State waiver lime limit." The proposed rule 
raises serious client notice issues. Some states operating under waivers informed clients 
that their time on assistance did not count toward the federal lifetime time !lmk These 
states viewed the time limit as inconsistent with their waivers, based on their reasonable 
interpretation of the statute. Under this proposed rule and due to the lack of Department 
guidance on this issue, clients and their families would lose a year or more ofTANF 
elJgibility. ~' 

, 
Recommendation. We recommend that the Secretary follow the law and allow states to 
continue their waivers that are inconsistent with the Jaw. ' As noted above. some states 
operating their reasonable interpretation of the law, notified clients that their time limits 
would not begin immediately. In those instances. we believe the lifetime time dock for 
those clients should begin on the date these rules are finalized. 

IV. CHILD·ONLY CASES 

We strongly oppose the chUd..()nly case policy outlined in the proposed rute. Just as in the 
Separate State Programs section. we see the sentiment of distrust and suspicion about 
srale behavior emerge once again. It is panicularly ironic that the preamble states that the 
Department has "become concerned" that States would avoid the penaltjes by excluding 
Ihe adult from the cases. yet. provides no evidence that any state has "convened" any 
cases in order [0 avoid work or time limit requirements. The preamble states that "such 
conversions would seriously undermine these critical provisions of welfare reform," 
However. states fearing the risk of penalty may discontinue providing funding for these 
child~only cases. The effect of this proposed rule may violate the first "purpose" found in 
SeCllon 401 of the TANF act: "to provide assistance to needy famjlies so that children 
may be caredJor in their own homes or in the homes of relatives." We urge the 
Department to reverse this poliCY that would force states to decide whether to fund these 
children or be exposed to severe penalty. 

Prohibitions on Child-Onlv Cases, Section 271.22 and Section 274.] 

These sections of the proposed rule would prohibit states from converting TANF ca<;es to 
child-on}y cases soleiy for the purpose of avoiding the work participation rate and lime 
limit penalties, Further, the proposed ruJe would "add~back" those cases into a Slates' 
denominator 10 calculate the work participation rate and hardship exemption, if the 
Secretary determines those cases have been "converted" or the slate has adopted a 
definition of family solely for the purpose of penalty evasion, Finally. Section 271.22 
(b)(2)(i) requires states 10 "report to us annually on the number of families excluded 
because of the State's definition and the circumstances underlying each exclusion." States 
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strongly object to the proposed rule pertaining to child-only cases for the following 
reasons; 

First, if is critical to note that there has been no widespread change in sta1e policy with 
respect to the funding of child-only cases, The percentage of the child·only cases to the 
total number of cases was increasing prior to the enactment of the T ANF statute due to 

factors unrelated to work participation rates and time limits, Child·only CaseK serve 
"citizen children" horn to non-citizen parents. children in households with adults 
receiving SSI benefits. children who have avoided entedr:-g the child welfare system and 
instead are cared for by relatives and in some states. children whose parents lose benefits 
due to sanctions or time limits. The percentage of child~only cases continue to rise due to' 
these aforementioned factors and due to the number of adult headed households exiting 
the welfare rolls for work. The funding of child-only cas~s was permissible under AFDe 
and therc is no reason why states should not continue to fund these cases under TANF 

Second, the TANF statute neither probihilS nor discourages states from making onJy the 
children-and not the adUlt caretaker-eHgible for benefits providing that the children are 
in the care of an .dult. The Secretary has exceeded her authoiity by proposing to 
determine state motivation for creating a child~oniy case and to add~back cases in the 
denominator m determining work participation rates and hardship exemptions from the 
time limit The Secretar), has no authority 10 regulate the type of chHd<o()nly cases that can 
be funded in a state TANF program, 

Third. the proposed rule introduces an arbitrary and vague "sole purpose" standard that 
the Department would use to determine whether the stale "converted" cases or defined 
families to avoid penalties, Given the complex factors involved in these children '5 lives. 
it is difficult to imagine how the Secretary couid attribute _evasion of the penalties as the 
"sole" motivation for creating a child-only case. The Department apparently had difficulty 
in developing a clear and enforceable standard to use, such as specific criteria it might use 
In determining the state's motivation. The absence of any'problem always makes It 
difficult to advance a solution. Tbe Department should not regulate in this area until a 
problem arises. 

Finally. the proposed rule seeks to determine the motivation of the state for creating each 
chiJd.only case by creating a vague standard that would be impossible to administer and 
even more difficult to prove, Moreover. the requirement that staleS report on the 
circumstances undedying each exclusion would be extremely burdensome on states and 
yield little useful information to enabJe the Secretary to determine state "motivation," 
Since this determination would result in the adding-back of cases in the denominatOr. 
states, fearing federal penaJties. may discontinue benefits to chHd-only cases. 

Reeommendation. Absent any evidence of a problem. there should be no federal 
regulation of child~only cases or special reponing requirements on child~only cases. 
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V. WORK·RELATED ISSUES 

Cas_load Reduction Credit-Subpart D, Sections 271.40-271.44 
Under the T ANF statute, states will receive a pro rata reduction to tbeir work 
participation rates based on caseload reductions compared to FY 1995. This provision 
"rewards" states for successfully moving families off the caseload and into employment 
and self·sufficiency. The caseload reduct jon credit compensates for the fact that work 
participation rates are essentially process measures, counting only those who ~ on 
welfare and working and failing to mea<;ure the desired outcome of leaving welfare for 
work. 

The law requires that the casdoad reduction credit must not reflect any caseload changes 
that resulted from either Federal requirements or state changes in eligibility. The 
statutory language placed the burden on the Secretary to demonstrate "that such families 
were diverted as a direct result of differences in such eligibility criteria." The proposed 
rule at Section 271 A 1. however. effectively transfers this burden to states by requiring 
states to submit an application that specifies all eligibility changes since the beginning of 
FY 1995. estimates the impact of each chaoge that affected the c.seload and describes the 
eSlimating methodologies, States generally support this approach because they are in a 
better position to make these calculations, However. they have expressed concerns about 
the difficulty in clearly identifying the effects of individual policy changes. They also 
believe that the timeframe established in the rules is not sufficient time given the 
complexity of the undertaking. State must submit a caseload credit application within 45 
days after the end of the fiscal year (Section 271.44) and have only two weeks to respond 
to any followup questions from the Departmenr (Section 27 t Al(d)(2)). Since the 
Department recognizes the difficulty in determining these factors, as well. we hope the 
Depanment will work with the states and be open to evolving methodologies" 

States have r'olised a number of conCerns with rhe methodology for determining the 
caseioad reduction factor as outlined below. 

First, the proposed regulatlOn aL Seclion 27) AI, requires the calculation of two separate 
caseJoad reduction factors - one for all fumilies, and one for two-parent families, This 
two-part distinction was not in the statute. II will disadvantage many slates that, 
consistent with the goals of promoting work and two parent family formarion, have 
lldopled policles that have resulted in an increase in the two-parent caseload, while their 
all~families caseload has declined, These State policies include the expansion of the 
earned income disregard. and the elimination of the hundred hour for two~parent families 
ruJe. We recommend that states have the optio1l to either use separate caseload reduction 
factors or use a total caseload reduction factor for both the two-parent and the an-family 
work participation rates, 

Second, the proposed rules at Seclion!> 271 AO and 271 A I require that Slates compare 
their FY 1995 AFDC caseloadll with all TANF and MOE cases in the lItale receiving 
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asslstance, induding those in separate state programs. States have noted a number of 
concerns about this comparison: 
• 	 The FY 1995 caseload figure will exclude cases that received emergency assistance 

and At-Risk and transitional child care benefits-however. these cases may be 
included in the T ANF case10ad (uniess they are excluded from the definition of 
assistance.) Excluding recipients of these benefits from the FY 1995 base year could 
create an undercount of the total population served in FY 1995 and will offSCI 

legitimate caseJoad reductions. A more appropriate comparison may be jndividuals in 
the caseload (for both the base year and current year) receiving cash assistance. 

• 	 For the two-parent case10ad reduction factor. the proposed rule would require a state 
to compare its two-parent caseioad to its FY 1995 AFDC UP caseload. However. 
these data are not necessarily comparable. For example, two-parent families with a 
djsabled child were excluded from the UP definition but are included in the two
parent caseload under the T A.,,(F statute. Also, while the TANF law permits states to 
exclude from the two~parent caseload those individuals with a disabled spouse. the 
AFDC program excJuded families with an incapacitated spouse. States my define 
disability djfferently from the definition of incapocity under the AFDC program. 

• 	 Finally, states report that they have made a number of "positive" policy changes
such as increa.<:;ing earnings disregards, eliminating the deprivation factor, increasing 
need standards-- that have resulted in caseloads being larger than they would have 
been in the absence of the~ eligibility changes. As currently written, the proposed 
rules. do not permit any sort of adjustment to the base year or for eligibility changes 
that increase the current caseload. 

At Section 271.42. the rule outlines the reductions that count in determining the case)oad 
reduction factor. We believe that the Departmenfhas generally created a reasonable 
distinction between factors that directly affect a family's eligibility for assistance, such as 
income and resource limits, and time limits, and those that are enforcement mechanisms 
and procedural requirements. While the proposed rules are silent on the issue. we do not 
believe that the behavioral requlrements such as the requirement to participate in work 
aClivitjes or cooperate with child support authorities should be considered an eligibility 
rule, 

Recommendation. To improve the calculation of the caseload reduction credit, we 
recommend that States be pennjtted to make adjustments to either their base-year 
case10ad numbers or their current year caseload numbers to take into account the kinds of 
factors mentioned above. We propose that the Department use the concept of net 
decrease to adjust for caseload increases due to federal and state eligibility changes. 
Without this flexibility, states may be disinclined to adopt policies that are consistent 
wHh the intent of the law and secondarily result in caseload increases. These include 
policies that make work more attractive and/or support the fonnalion of two-parent 
families. We strongly urge the Department to work with our organizations and stales to 
develop a consistently fair net caseload reduction credit methodology that would pennit 
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stateS to make adjustmenu either in their base year figure or current year caseioad data so 
that states will truly be comparing "apples to apples." 

Additionally, a'i previously discussed, the rules should allow states to have the option of 
applying their total caseload reduction credit to both the all-families and two-parent work 
participation rates. We also recommend a more reasonable time frame for states to 
provide information to receive a casejoad reduction credit and specifically recommend 
that states be gIVen at least 30 days to respond to any foHowup questions from the 
Department, Finally, .he rules should clarify that requirements tnat individuals Perform 
certain activities in order to receive or continue to receive assistance should not be 
considered an eligibility requirement for the purpose of determining the ca. ..eload 
reduction credit.. 

Slate Work Penalties-Subpart E 

The TANF statute estabHshed lOugh, new work participation rate requirements upon the 
slates and stiff penalties for failure to meet the rates" At the same time, recognizing the 
substantial cbaHenge of meeting these work farcs', the iaw permlts the Secretary to reduce 
the penaity based on the severity of the failure andlor other circumstances and to waive 
the penalty altogether if the state had a reasonable cause for failure to comply. The 
statute grants the Secretary substanliallatitude in making these decisions because 
legitimate reasons for faUure could vary widely. Thus, we are concerned by some 
provisions in the proposed regulations that would limit penalty relief to a narrow set of 
cJrcumstances. 

Penalty Reduction for Failure to Meet the Work Participation Rate, Section 271.51 

The statule. at"Section 409(a)(3){C), reqUires the Secretaiy 10 reduce a state's penally for 
failure to meet the work participation rate ba.~ed on (he "degree o!noncompliance," The 
proposed rnie..'i have interpreted this in two ways. 

First, at Section 271.51 (b}(2). the proposed rule provides that a penalty for failure to 
meet the two-parent rate will be assessed proportional to the size of the two-parent 
caseload relative to the aU-families caseload. Given that the two~parent caseload is 
generally quite small relative !o the entire caseJoad. the im)XJsilion of a full penalty if the 
state failed to meet the two-parent rate-while meeting the all~famihes rate--would he 
excessive. We believe the proportional penalty i~ consistent with "the degree of 
noncompliance" and are very suppol1ive of this provision, 

Second, the rules propose thal stales must meet the 90 percent of the work rale in any 
fiscal year in order to qualify for penalty reduction, This IS an arbitrary threshold without 
any statutory basis and an inadequate approach for many reasons: 
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• 	 It fails to disfinguish between states that have made a substantial effon and those that 
have not. 

• 	 'It may {ail to give relief to a state that has made significant progress even if it hasn't 
met the 90 percent threshold. 

• 	 It creates a disincentive for improvement if a stale does not believe it can realistically 
meet lhe 90 percent threshold. 

• 	 . It fails to give relief to states that have high participation in countable work activities 
but may have missed'meetin~ the work panicipation rale because not all participating 
individuals met the hourly requirement. 

• 	 It fails to provide any consideration for increases in the caseload. whereby a stale may 
be faced with an even higher work participation rate because the caseload reduction 
credit will be less. 

• 	 It fails to account for the changing composition of the caseload-overtime. a higher 
proportion of a state"s caseload will be those individuals with the most significant 
barriers to employment. 

• 	 it fails to account for tbe fa~ that states are starting from different baselines" 

• 	 It fails to recognize that the two-parent work rate will be much ~r to achieve, and 
that overtime the an~families work rate will be harder to achieve as welt 

Rtx:ommendation. Clearly, the use of a single measure-a 90 peJ."Cent threshold-can 
not address the complexities of the "degree of noncompliance:' In fact. "degree of 
noncompliance" would most IOglcally be interpreted as a proportlonaJ reduction without 
any threshold, Most states believe every state should be given some degree of credit for 
progress achieved in meeting the work rate, For example, a state with 40 percent non~ 
compliance, i.e. having aJl 18 percent work participation rale when the standard was 30 
percent, would receive a 40 percent penalty reduction. If the Depanment retains the 
threshold approach, we strongly urge that it be reduced it to a more reasonable (evet As 
states universally agree that rhe 90 percent threshold is too high, AdditiQnaJly, given that 
the two~parent participation rate is widely recognized as being much more djfficult to 
meet. the threshold should be lower for the two-parent rate than for the all-families, 

We believe that there ate a number of options that could be considered together or in lieu 
of a threshold and that the opportunity for penalty reduction need not be limited to a 
single measure of degree of noncompliance, The Secretary should be required to reduce 
penalties if a stale meets one of several criteria or measures that address some of the 
issues raised above, For example, the penalty could be reduced if: 

• 	 The state demonstrates that significant progress occurred as mdicated by the 
percentage Increase from the previous year. Significant progress could be defined by 
the percentage increase in the work panicipation rate requirement compared Lo the 
previous year under the statute, For example, [he increase between the PY 199& all
famiiies requirement of 30 percent and the FY 1999 all~families requirement of 35 
percent is 16,7 percent. A state would receive a penalty reduction if it increased 
participation by 16.7 percent in FY 1999 compared to FY 1998. 

• 	 The state achieves high levels of work participation in countable work activities even 
though the hours of required work are not met. For example. if a state meets 75 
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percent of the work participation rate based on individuals in countable work 
activities the state would receive a lesser penalty. (Or the measure could he 
individuals in countable work activlties who participated for at least 50 percent of the 
required hours.) 

• 	 A state experiences. a significant caseload increase but would have met the criteria for 
penalty reduction if its work participation fate were computed based on the prior 
year's caseloa(L 

• 	 A state fails to meet the two~parent rate but exceetis the all~families rate. The number 
of si:lgle-parent families participating in excess of the required number could be 
added to the two-parent participants, If the sum of the excess single parents and the 
two·parents that meet the work rate exceed the required number to meet the two·work 
rate, then the state would have its penalty reduced, 

• 	 A state would have met any of the ("'11teria for penalty reduction hut for the provision 
of good cause domestic violence waivers, 

Under the proposed regulations, Section 271.51 (c), the Secretary may also grant penalty 
relief a state meets the definition of a needy state or if the state submits objective 
evidence that the noncompliance is due to extraordinary circumstances ·such as a natural 
disaster or regional recession. We believe that examples of extraordinary circumstances 
should also include sub-state. state or regional recessJons or economic downturns. wide~ 
spread economic disruption (i.e., a plant ciosing or a significant number of Jayoffs), 
chronic high unempioyment. and case10ad increases, We also recommend that the 
definition of natural disaster include severe bad weather. such as ice stonnS which 
prevent people from getting to work. 

Reasonable Cause Waivers of Work Penalties Section, 271.52 

IJnder the proposed rules, the Secretary is permitted to grant reasonable cause waivers of 
a number of penalties. including faiture to meet the work participation rale requirements. 
The Secreurry may apply the reasonable cause criteria specified at Section 272.5 which 
apply to a number of penaltIes" The factors a state may use to claim reasonable cause are 
limited to J) natural disasters and .other calamities, 2) fonnally issued federal guidance 
that provjded incorrect information. and 3) isolated. non-recurring problems of minimal 
impact that are not indicative of a systemic problem. Additionally, specifically with 
respect to the work requirement states may also claim reasonable cause if failure to meet 
the rate was attributable to jts provision of good cause domestic violence waivers or the 
provision of assistance to certain refugees. 

Recommendation. While we believe the factors outlined in the proposed rule would be 
reasonable causes for penalty waiver. stales also believe that the proposed list is too 
limited and narrow. Under Section 409{b) of the statute, the Secretary was granted broad 
authority to make reasonable cause determinations. howe,\'er the proposed rule 
unnecessarily restricts the Secretary's discretion to a few criterion. We recommend that 
the Secretary be permitted to consider a number of factors or combination of factors and 
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[hat the proposed rule should provide a list reasonable cause factors by way of exampie, 
However. the Secretary's determination need not be limited to these factors. for 
example; the Secretary should be able to consider as reasonable cause any unexpected 
events that are beyond the state agency's control that the state couldo't reasonably 
antidpate and plan for. 

We recommend that additional factors be provided in the proposed rule as examples of 
reasonahle cause induding suo..state, state or regionaJ recessions or economics 
downturns. wide-spread economIc disruption. chronic high unemployment. caseload 
increases, natural disasters (induding severe bad weather), and court oroers or legal 
challenges that prohibit compliance. These factors are similar to those we believe the 
Secretary should be permitted to consider for a pena1ty reduction. Thus, the Secretary 
could detennine.whether the circumstances warranted a complete waiver of-the penalty or 
a reduction, 

Corrective Compliance Plan! Section 272.6 

Under the proposed rules, states not claiming or awarded a reasonable cause exemption 
for a penalty or receiving a penalty reduction under the work requirement may enter into a 
corrective compliance plan with the Secretary to correct or discontinue the violation. The 
rule proposes that corrective action must be completed with six months. The preamble 
explicitly asks for comments on-the stx~month limitation, 

States hold the view that the sjx~month timeCrame will not be realistic or feasible in many 
circumstances: and they are panicularly concerned with respect to the work participation 
mte penalty. In order to come into compliance, a state may have to make changes to its 
u~~derlying statute, reprogram computers or change state reguiations--aJI of which may 
take longer than six months 10 achieve. For exampie, a state may nOl be able to meet the 
work partiCipation rate unless It changes its exemption policies-which would likely 
require a change m the Slate's law. And six months could pass before the state legisialUTe 
even came into session agam. States with countY4 administered systems particularly 
believe six months will not be adequate. 

Recommendation. We recommend that the timeframe for the corrective compliance 
plan be proposed by the state in its plan and, as such, would be subject to review and 
consultation during the HHS process to reach mUlual agreement on the plan, In this 
manner, the timeframe could be designed to take inlo account the particular needs or 
circumstances of the state, 

Additionally. with respect to the corrective compliance plan and a state's failure to meet 
the work participation rate. a state should be considered in compliance if. in the year the 
Slate implements the compliance plan (penalty year), it achieves the work participation 
flue of the year for which it is subject to a penalty. The proposed rules. however, would 
require states to meet a new target for compliance-the work participation rate in the 
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penalty year, While states wiH obviously strive to meet the new work participation rate 
requirement, they should not be held accountable to that standard in their corrective 
compliance plan. 

The rule also provides for a penalty reduction if the state achieves significant progress in 
correcting the non-compliance and sets a 50 percent threshold, Section 271.53(b). We 
believe this is unnecessarily arbitrary threshold, We recoJ:!UIlend thal identification of a 
level of progress or benchmark appropriate to the individual Slate's situatjon be part of 
the development of the 'corrective compliance p)an. 

Finally, as mentioned in the separate state program discussion. we do not believe that the 
Secretary has the statutory authority to deny a penalty reduction under a corrective 
compliance plan because the state operates a separate,state program. The T AI'J'F statute 
gives clear authority to the state to establish these programs to serve eligible families. 
Therefore, we recommend that the Department eliminate any reference to separate stale 
programs when granting penaity reHef under a corrective compliance platL 

Good Cause Domestic Violence Waiver, Sections 270.30, 271.52 and 274.3 

States are generally supponive of the Department's approach to provide a reasonable 
cause exemption to a state for failure [0 meet the work participation rate requirements and 
to comply with the 60 month time limit if a state can demonstrate that failure {o do so was 
attributable to the granting of good cause domestic violence waivers. (Section 271.52 and 
Section 274,3.) We believe that it is only rea<ionable that states be granted penalty relief 
if they choose the Family Violence Option, As mentioned in the discussion on penalty 
reduction, we recommend that states also have the opponunily [0 receive a penalty 
reduction if it would have met the reduction criteria bUI for the proviSion of domestic 
violence waivers. 

However, states are concerned that the definition of Good Cause Domestic Violence 
Waivers. Section 270.30, establishes some prescriptive requirements that will have the 
effeci of discouraging states from choosing this option, notwithstanding the penalty relief. 
First the proposed regUlation sta~es that the good cau!>e domestic violence waiver must be 
temporary-nol to exceed six months, In contrast. the Jaw at Section 402 (a)(7) provides 
that the' waivers may be for "for so long as necessary." States with experienced in 
working with viclims of domestic violence report that six months is generally not long 
enough to resolve their probJerns, While the preamble language explains that the waiver 
may be renewed. this is not explicit in the proposed rules. While we agree that the waiver 
~hould not be permanent. states should be permitted 10 determine the appropriate length 
on a case·by..case basis, as permitted in the statutory language. 

The provision requiring "an appropriate services plan designed 10 provide safety and lead 
10 work" also concerns states. Again, the provision goes beyond the statutory language 
which requires the state to "refer such individuals to counseling and supponive services." 
The services plan implies that the individual would be expected to participate in specified 
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activities and could be sanctioned for non-compiiance. This overlooks the fact that 
participation-independent of the nature of the activity-pUlS the individual at risk in a 
domestic violence situation. Thus. this provision could result in more harm than good. 
Additionally, based on the language of the statute, states have moved ahead and created 
referral mechanisms. developed screening forms and have trained caseworkers. The 
proposed rules would require that states revamp much of their efforts to date. 

Recommendation. In summary, we urge the Department to modify the proposed rules 
regarding the good cause domestic violence waiver in several areas. First, the definition 
at Secrion 270.30 should remove any reference to any time HIDit and return to the 
stalutOry language "for so long as necessary." SimiJarly, rather than requiring "an 
appropriate services plan ..." the definition again should reflect the statutory language 
which requires referrals to counseling and supportive services. 

Finally. with respect to penalties for failure to meet the work participation rate, we 
believe that the granting of domestic violence waivers ought to be a criterion for penalty 
reduction as it is for a reasonable cause exemption. 

VI. DEFINITION OF ASSISTANCE 

The definition of assistance is critical to the states' ability to administer their TANF 
programs, their flexibility in designing innovative new approaches ro supponing a 
family's transition to work. and ending dependence on welfare. States are con~erned 
about the proposed definition of assistance included in the proposed rule. particularly as it 
relates to child care. work subsidies, transponation and the stricter definition of "one
time. shor1 tenn assistance," The preamble describes the proposed definition as 
"additional clarifications" to the January 31. 1997 ACF policy announcement {TANF
ACF-PA-97·j), However. the proposed definition of ;lssistance in Section 270.30 would 
dramatlc""lIy alter the lifetime time limits for thousands of TANF families receiving child 
care and work subsjdies and require stales to significantly alter Or discontinue weJfare 
avoidance or diversion programs now underway in 30 states. 

The Depanrnenl correctly acknowledges in lhe preamble (62 Fed. Reg. 62132) ,ha' "a 
Slate may provide some other forms of support under TANF that would not commonly be 
considered public assistance," And we agree that "shQrt4erm. crisis-oriented support" 
should not be defined as "assistance." However, we believe that the emphasis the 
proposed rule places on "direct monetary value" as a criterion to distinguish between 
assistanc.:c and non-assistance is nol the righl approach. 

We recommend the Depanment place the emphasls on other forms of support "directly 
related to the work objectives of the Act" described in the preamble. We recommend that 
you consider the diMinction drawn in Sect jon 27 L42(b)(3) that e~c1udes cases in 
determining (he castload reduction facIor such as "cases that are receiving only State 
earned income tax credits. child care, transportation suhsidies or benefits for working 
families that are not directed at their basic needs" for further guidance. Applying a work-
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focused criterion would produce a clearer line between families receiving on-going cash 
assistance, more commonly considered "welfare" and TANF support services enabling 
families 10 transition to and retain employment. 

States strong1y oppose the inclusion of child care in the definition of assistance. We do 
not believe working low-income families who have transitioned off of welfare should be 
treated the same as welfare clients receiving traditional cash assistance. Working middle
income families, who receive federally-subsidized child care in the form of tax credits or 
discounted child care services. are nm considered to be receiving "welfare" nor are they 
subject to a lifetime limit on benefits. Working low~income famBies receiving subsidized 
child care should be treated no differently than working rnidd~e~class families receiving 
lax credits. Child care 1S a critical service to support clients as they enter the work force, 
These families ought not to have their lifetime time clocks licking sImply because they 
are receiving federally-supported T ANF child care. 

We cannot understand how the Department arrived at the conclusion that child care was 
not a form of support "directly related to the work objectives of the Act'> (62 Fed. Reg. 
62132). Under the proposed definlHon, clients who work and receive child care services 
under the TA~F program would be subject to time limits. while clients served with Child 
Care and Development Funds (CCDP) are not. Therefore, we beHeve TANP-funded child 
care should be excluded from the assistance definition, The preamble seeks to assuage 
concerns by pointing out that states could transfer up to 30 percenl of their funds to the 
CCDBG and serve clients without applying the lifetime time limit. However. this transfer 
is not easy to do in states that require legislative approval for such transfers, particularly 
in states with legislatures meeting biennially. We oppose requiring additional 
administrative and legislative efforts to transfer these funds, when the federal ruJe could 
reasonably exclude child care from the definition of assistaoce. Similarly. states are 
concerned that under the proposed definition transponation assistance, in the form of 
vouchers, might be considered assistance because it has "direct monetary value:' This 
nssistance. needed to move people to work., should nol be considered assistance, 

Second, Section 270.30 provides thar the definition of assistance would 1101 include 
"assJstance pajd within a 30 day period. no more than once in any twelve month period. to 
meet needs that do not extend beyond a 90 day period." States believe this definition is to 
100 narrow. The January 1997 guidance provided states broad discretion to deiiign 
welfare avoidance programs. such as diversion. As a result. states have adopted different 
approaches and applied their own definitions of short-term assistance tailored 10 meet the 
needs of the families seeking support services. Some states have permitted local 
governments to develop their own definitions. as well. These innovative new progr.lms 
provide critical servjces, divert families from a lifetime of dependency and move them 
toward new employment opponunities: With 30 Slales providing some type of diversion 
program. the narrow definition in the proposed rule would force states to either radically 
redesign their programs or discontinue providing multiple support services altogether. '" 
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The proposed definition limits states from providing assistance to families "no more than 
once in any twelve month period:' 1n state diversIon programs. clients may be provided 
with a variety of fonns of asslstance to enable them to work, such as automobile repair. 
temporary housing. etc. There mayor may not be any limit on the number of times a 
eljent would seek and be provided support services in a given year. Fotnls of assistance in 
a given year could vary as well. We believe states should be pennitted the flexibility to 
provide diversion assistance to clients seeking to obtain or retain employment or achieve 
self~sufficiency without limitation. 

We interpret the proposed definition limiting assistance "to meet the needs not to exceed 
90 days" to apply to the duration not the aggregate amount or value of non~assistance 
provided to the client States would objecllO the proposed rule placing a limitation on the 
value of the non-assistance provided. 

Recommendation. We believe the proposed definition is insufficient. The January 1997 
guidance on this topic was better in that it excluded child care and transportarJon 
assistance from the definition and granted states greater flexibilhy in providing shorHerm 
assistance. We support the January 1997 guidance with respect to those' proVIsions. In 

'crafting the final rule, we urge you (0 drop the criterion of "direct monetary value" and 
instead apply the test of whether the support is "directly related to the work objectjves of 
the Act." We recommend replacing the "one~time, short tenn"limitations with short
term, episodic support to families in discrete circumstances that can be solved with 
specific actions aimed at addressing a crisis situation or preventing clients from going on 
or returning to welfare. 

VII. ADMINISTRATIVE COSTS 

The TANF statute prollibils states from spending more than 15 percent of their TAKF 
grant for administrative purpo~es. A similar restriction applies on state MOE 
expenditures, Given these limitations. the definition of administrative costs is extremely 
important The definition musl recognize that under a work-focused system of time 
limited assistance. lraditionallines between administration and services are blurred. that 
welfa~e programs are evolving, and that stales will be experimenting with alternative 
forms of service delivery. Upon reviewing the proposed rules regarding administrative 
costs, Sections 273,0 (b) & 273,12 and the preamble explanation for those sections, states 
have identified (Ii number of serious concerns with the proposed ruies. 

First. while the actual rule is silent on the maHer, the preamhle (62Fed.Reg.62J51) states 
that eligibility detennlnation would be an administrative cost and the portion of a 
worker'S time spent on this aclivity must be allocated accordingly. This conclusion 
overlooks the fact that as the role of front-hne workers is changing. eligibility 
determination is no longer a clearly defined actjvity but more often integrated WIth and 
sometimes indistinguishabJe from other activities such as assessment. case management, 
counseling and job placement. It would be extremely problematic, costly and 
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burdensome for states to attempt to track and cost allocate these functions. Moreover. 
front-line eligibility determjoalion is arguably a direct service, consistent with the first 
goal ofTANF "". to provide assistance to needy families ... " 

The preamble suggests that the definition has the advantage of being consistent with the 
definition of administration under lTPA and would therefore facilitate coordination of 
Welfare-to-Work (WtW) and TANF activities. We disagree. We believe that a more 
compelling model is the definition of admintstration under the Child Care and 
Development Fund. which excluUes eJigibHity. The WtW funds wUi be administered at 
the local level through PICs and according to the interim final rules for this program. the 
state TANF agency will have little authority to influence how these funds are spent On 
the other hand, significant coordination is already occurring in many states between the 
state T ANF agency and the state child care agency. which are often housed in the same 
state department and eligibility determination for both services is often done by the same 
case manager. In these circumstances, the proposed rules would treat these costs 
differently. 

Second, states are concerned that tbe proposed rule will discourage corrnnunity-based. 
for-profit and non-profit organizations and local entities from participating in welfare 
reform efforts. Under {he proposed rule, organizations operating under contract or grant 
with tbe state would be required to monitor and track administrative spending. These 
costs would then be counted toward the stale's total administrative cap (62Fed.Reg. 
62151). These organizations have proven [0 be highly effective partners with states in 
delivering employment-related, post-employment and suppon services to recipients. This 
requirement will create a significant burden on providers due to paperwork and tracking 
costs lind is likely to discourage the participalion of community or private entities. In 
fact. it's likely that administrative costs of contractors or grantees wou1d actuaBy increase 
due to the burdens of this requirement. AddilionaUy, stales win be reluctant to pursue 
these innovative partnerships for fear of hitting the 15 percent administrative cap. We do 
no believe the definition of administrative costs proposed in the rule meets the cri(eria 
stated in the preambJe that "We thought it was very impol1ant that any definition be 
flexible enough not to unnecessarily constrain state choices on how they deliver 
servlces. " 

This provision is also inconsistent with current procedures whereby stateS consider that 
they are purchasing a ~rvice-Qflen under a performance contract with payment 
conchtioned on successful achievement of specified outcomes. We recommend that [he 
tasks or services performed under contract or grant be defined as a direct or program C051

Dom adminislratlOn~~so that states can focus on innovation and resuJts. 

Third. Slates are also very concerned abollt the ~anguage in the preamble that suggests that 
the t5 percent administrative cap is applied to a state's TANF grant net of transfers to the 
Social Services Block Granl (SSBG) or Child Care and Developmenl Fund (CCDFj. 
This appears inconsistent with the statutory language which imposes the 15 percenl cap 
on a state's TANF grant provided under Sec. 403 and makes no reference to any 
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adjustments, This provision may provide a disincentive for states to transfer funds for 
fear of exceeding the cap. AdditionaUy, this cap calculation is in contradlction to the 
applicarion of penalty percentages to the grant without adjusting for lransfers. 

Fourtb. states oppose the Structuring of the 15 administrative cap as bemg crucuiated 
separalely for state T A.NF and separate state program MOE. Cenain separate state 
programs such as state EITC's have low administrative costs while running a TANF 
program can be more labor intensive. The instrUctions to the "Temporary Assistance to 
Needy Famllies (TAJ',F) ACF 196 Financial Report (62Fod.Reg.62215) indicale Ihal "For 
state expenditures reported in columns (B) and (C). the 15 % administrative cost cap 
appbes to the amount of Tot a! Expenditures (line 8) in each of these columns." While the 
wording is confusing. this instruction appears to suggest that a distinct and separate cap 
exists for state T ANF expenditures (column B) and separate State programs (column C) 
rather than applying a 5ingie cap against the combined expenditures. This is dearly nOt 
supported by the statute which imposes the i 5 percent adminis.trative cap on qualified 
Slale expenditures in 10lal at Seclion 409(7)(B)(i)(I)(dd). Thus.lhe 15 percenl cap should 
be calculated againS! Ihe sum of lines 8(B) and 8(C). 

Recommendation. In summary, we recommend that the regulations clarify that activities 
related to eligibility determinations are not considered administrative activities for 
purposes of the cap. We urge the Department to use the definition of administrative costs 
under the Child Care and Development Fund as a model. Additionally, administrative 
COS[~ incurred by subgrantees, contractors. community services providers. and other third 
parties should not be induded in the administrative cost cap. Third, the 15 percent 
calculation should be applied 10 a state's TAKF grant without adjusting for transfers to 
the SSBG or CeDE Finally, the: 15 percent administrative cap should be calculated 
based on [he combined total of (he required state MOE expenditures rather than 
sepanllely by category. 

VIII. MAINTENANCE-OF-EFFORT REQUIREMENT AND ELIGIBLE 

FAMILIES 


At Section 273.2(b). the proposed rule requires that in order for state spending to count 
lOwards the MOE requiremenl. tbe services must "have been provided to or on behalf of 
cllgibie families." The rule provides further at Section 273,2(b)(3) that eligible families 
"must he financially eligible according to tbe TANF income and resource standards 
established by the State under its TANF plan." States have expressed a number of 
concerns with the.<;e provisions which appear to be more restrictive than the Statulory 
language. 

First. the TANF law alJows states to claim MOE for spending on qualified activities 
"with respect to eligible families," Section 409(a)(7)(8)0). The law does not require that 
spending be made to or on behalf of an eligibJe family. The proposed regulat~oo would" 

, appear to make it very difficult to count as MOE those activities that benefit TANF 
eligible families in general. but do not involve a specific payment to or on behalf of a 
specific eligible families. For example, activities related to two of the major purposes of 
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the Act, in panicular-preventing and reducing the incidence of out~of-wedlock 
pregnancies and encouraging the formation and maintenance of two-parent families
could well involve the development of materials. pamphlets, videotapes. etc. These MOE 
expenditures benefit aU TANF eligible families but do not necessarily benefit anyone 
family in particular. . 

Second, the language seems to suggest that states have a singJe income and resource 
standard. However. Slates may vary eligibility according to [he services provided. For 
examplt. some states may use mote "streamlined" standards when determining eligibility 
for diversion assistance. Additionally, some states are considering eliminating resource 
standards. The January 31. 1997 guidance ITANF·ACF·PA·97·!) only made reference '0 
income standards established by the stale under its T ANF program and is preferable in 
this respect Moreover. because states may provide a different set of services to 
individuals with special needs in separate state programs, the income and resources 
standards in the TANF program may not be appropriate. Par example. considering that 
families with disabled members often face higher costs, the slate may want to raise the 
income eJigibility for these families if they are served in a separate program. 

This provision would also seem to exclude state ex.penditures for transitional services 
such as child care, transportation and on~going case management as counting toward 
MOE, as these services are provided to families that are no longer income eligible for 
assistance due to earnings. However. these services are clearly consistent with the intent 
of the law. Similarly. At-Risk child care expenditures were included in the calcuiation of 
a state's MOE requirement, yet according to the rule, state spending on families at-risk of 
going on welfare would not be considered quaHfied expenditures. 

Recommendation. The statutory intent of the TANF program is to .serve needy 
families-as defined by the Slale. The statute permits states to determine eligibility with 
no reference to income or resource standards, in Ihe discussion of qualified state 
expenditures. We recommend that the proposed rules be revised to allow states to have 
different income standards for different services or for families served in separate 
programs and provide that spending on transitional benefits is countable toward MOE. 
Further, the proposed rules'mus! clarify that spending on behalf of eligible families could 
include expenditures for services provided for TANF eligible families in general. 

IX. DATA COLLECTIO~ 

States believe information collection is critical to successfully implement and manage 
state welfare reform programs as welt as [0 assess the effectiveness of the programs In 
achieving the desired results. lndeed, many states are continuing waiver evaluations. 
investing in evaluations requested by their state legislatures and ad0pling new outcome 
and performance measures to guide their policy decision~makjng. States understand that 
they must be accountable to the federal branch for the expenditure of federal funds and 
subjecllO penalties if they fail to meet the requirements of the federal T ANF law. States 
are also anxious to share their experiences so that they can assess the effectiveness or the 
imperfections of this new approach to weJfare reform. 
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Meeting Shared Objectives 

The cost ,of collecting. reporting and verifying data as identified in the proposed rule is 
prohibitive and will absorb significant T M"F resources that could more appropriately be 
used to fund programs and services to benefit children and families, That is why states 
want to provide data to the Secretary in ways that meet the dual objectives of providing 
all the information necessary for the Department to determine stale compliance with the 
law while generating these data in the least burdensome and least costly way. We believe 
these objectives can be met if tht: Department: 

I) 	 Hmns the number of elements required to be collected to those explicitly called for in 
Section 411(.)(1 )(A) of the T ANF st.tute; 

2) 	 develops a mutually agreed to list of elements needed to enable the Secretary to 
accurately assess compliance with the statute; 

3) 	 recognizes rhe states' aurhority, provided under Section 411(a)(1 )(B)(O of the TANF 
statute. to comp~y with the general reporting requirements by submitting U a sampie 
estimate which is obtained through scientifically acceptable methods approved by the 
Secretary;" 

4) 	 allows the Slates to avoid costly reporting by permitting states to use their existing 
data to satisfy requests for additional information; 

5) 	 minimizes the burden on clients and caseworkers as welI as the need to make costly 
state information systems changes; 

6) 	 limns the number of state reports to those explicitly called for in the statute; and, 

7) 	 conducts a national sample [0 prepare an annual report to Congress (Section 41l(b» 
rather than sh~fting the burden of data collection to the states. 

As..~ssing the Burden 

ln assessing the scope and burden of the data collection requirements and new state 
reports, the proposed rule fails to meet the objectives described above. States have 
universally expressed deep concern about the data collection requirements contained in 
the proposed rUle; indeed, it is one of their priority concerns. Rather than being 
substantially similar to the TANF Emergency Data Report (ACF Transmittal No. TANF
ACF-Pl-97~6) issue,d on September 30.1997. the data elements required underthe 
proposed rule are significantJy expanded and overall the reporting requirements are much 
more complex than under the previous AFDC program, We believe the administrative 
burden of reporting these data jsjive to 20 limes greater than Ihe Department's estimated 
241,128 "burden hours," As the Department encouraged us to do, our organizations, 
along with the majority of StAtes, sem detailed commento; to the Office of Management 
and Budget on lanuary 15, 1998 commenting on this burden assessment 

Ovcr.t!1. the data collection requirements and new state reports wHJ entail significant 
systems overhaul and redesign that will require substantial investments in staff and 
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resources as well as create costly on-going operation and reporting efforts. To meet all the 
requirements. many stales wi1l have to divert staff from providing direct services such as 
casc management. job creation and placement and supponive services to families:. 

In addition 10 increased costs and the burden of the data collection and required state 
reports created by the proposed rule, states are greatly concerned that the Secretary has 
exceeded her authority. The proposed rule requires reponing of the client characteristics 
of those served in separate Slate MOE programs; "conversion" repons of each child~9nly 
case; det:\Hed case closure infonnation and client charac~eristics; and expansive 
definitions of Section 411 caseload characteristics, to name just a few. Also, in a number 
of instances where the law instructs the Secretary to prepare annual reports to Congress. 
the Secretary has effectively shifted this burden to the states by requiring additional 
annual quarterly reports. Ye!, under Section 417 of the TANF law. the Secrellll)' is 
prohibited from regulating the State "except to the extent expressly provided" in the 
statute, 

Recommendation. In the past two months. our organizations have convened a series of 
meetings and conference calls with Slate agency staff expert in the dala collection 
requirements under fonner AFDC and TANF law to analyze the proposed ruJe and to 
prepare detailed recommendations" What follows js a summary of our recommendations 
with respect to data colJeetlon, It shou1d be noted that many of the ,elements we 
recommend for deletion should be available either through existing means (such as other 
federal agenCies) or could be gathered with relative ease and economy via national 
samples. 

Slate Sampling. Section 275.5. 

The sampling option contained in the proposed rules is unnecessari!y restrictive and 
fraught with problems. The proposed rules would mandate a sample size of 3.000 active 
cases and 800 closed cases on both the federally-funded program and the MOE program, 
These numbers are far in excess of the sample (1.200 or jess) many states were allowed to 

use for their AFDC caseloads. The large proposed sample would dramatically increase 
sta.te data collection workloads. In some small slates and tribal programs. drawing such a 
sample would equal or exceed the entire ca-;eload, 

The proposed rules also mandate in detail the parameters of the State sampling pJan, 
speCifically in Appendix H. These requiremenls place unacceptable limitations on the 
ability of state..~ to effectively provide valid sampies through means otber than tbose 
outlined in the rules. For example, one state has pointed out that innovative designs 
mcluding stratification by counties and panel studies would not be allowed, or may not be 
allowed, under the proposed reguJations, 

Recommendation. The monthly sample size requirement specified jn Appendix H 
should be eliminated because it restricts. state flexibility. expressly provided in the TANF 
statute. States should be allowed to use alternative sampling methodology when it can be 
demonstrated that other methods produce equally valjd samples, States should be 
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pemutted to transmit part of the data via sample an~ the balance for all members of the 
universe when that method is most efficient for them. 

Complete, Accurate and Timely, Section 275.8 

The proposed ruJe in Section 275.8 and other sections throughout the rule hold states to 
the'standard of "complete and accurate infonnation" reponed on a. "timely basis." This 
definition rruses serious concem< that the state would not be "penniued to submit revised' 
data nor does it seem to allow a reasonable margin of error, In addition, Section 275.8 ('0 
stales that "for each quaner for which the State fails to meet a reponing requirement" the 
state's T ANF grant will be reduced by an amount equal to four percent of the adjusted 
grant. Based on early stale experience in transmitting the data called for in the TANF 
Emergency Data Report, states interpreted terms differently and were subsequently asked 
by the Department to revise their submissions based on the clarifications they received. 
Clearly. data coHection will be an evoJving process requiring many future discussions 
between the Department and states. 

Recommendation. In light of the severe penalty attached to the reporting requirements 
for each quarter, which could result in a cumulative annual loss of 16 percent of the 
adjusted State FamHy Assistance Grant, we urge the Department to revise the ··complete. 
accurate and timely" standard affording states greater flexibility to report and 
subsequently revise their data in a reasonable time period and to allow for some 
reasonable margin of error, States should not be penalized for failure to provide data that 
are not necessary to determine compliance with TANF requirements .. 

SecreuU'y's Report to Congress 

Slates should not be required to collecl data and prepare new quarterly reports to fulfill 
the Secretary's obljgation under Section 411(b) of the TANF statute. This is an unfunded 
mandate imposed on states through regu)atlon. particularJy Appendix B. 

Recommendation. A national sample could be conducted by the l?epartment. in 
cooperation with the states, to collect these dar" in a more efficient, statistically valid and 
least costly way. 

Transition Period 

States are concerned that once the final rule is issued they will be required to rcpon the 
new required data immediately without a perjod of transition necessary to make the 
appropriate adjustments in their computer system programming or data collection 
procedures. The changes to state information systems will be extensive and aU states are . 
also challenged by the need to make their systems Year 2000 compliant. 
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Recommendation. We urge the Department to give states at least 12 months to comply 
with the new data collection requirements. 

Appendix A, TANF Data Report-Sectlon One-Disaggregated Data Collecli()n for 
Families Receiving Assistance Under the TANF Program 

Our analysis of Appendix A determined that most states could report the majority of the 
requjred elements. However. some new elements not required by the T ANF Emergency 
Data Report or in law, will require states to provide a level of detailed information nO! 
currently collected by the TANF agency. For example, scates Object to the additional 
child care reporting requirements and new categories of alienage because they are not 
required to be reponed under the T ANF statute and are burdensome to collect 

Recommendation. We are recommending the modification or deletion of a number of 
the elements in Appendix A to meet the requirements of Section 4 J1 (a}( 1 )(A) of the 
TAJI\F statute. In many cases, the modification can be accomplished by collapsing 
multiple elements into one category. (See Section 3 which provides a detailed Ust of 
these recommendations.) 

ApPlOndix B, TANF Data Report-Section Tw_Dis!!ggregaled Data Collection ror 
Families No Longer Receiving Assistance Under the TANF Program 

Section 411(b) of the T A.1IolF statute requires the Secretary to report to Congress on the 
demographic and financial characteristics of "families who become ineligible for 
assistance," The requirement that the Secretary repon on these families does not justify 
the extenSive new data reporting requirement on the st~ues called for in Appendix B. 

States ~hould not be required to collect data and prepare new quarterly reports to fulfill 
the Secretary's obligation under Section 4 r l(b) of tbe TANF suuute. This is an unfunded 
mandate imposed on states. through regulation. A national sample could be conducted by 
the Department, in cooperation with the states. to coHeet these data in a more efficient. 
statistically valid and less costJy way, 

In the TANF Emergency Data Report. the Department asked Slates to simply report 
"Reason for Closure," providing eight categories. There is no need to gather data on 
closed cases in the same manner as families receiving aSSistance: a 3.000 case sample for 
each s.tate is unnecessary when a statistically valid sample of a smaller size should 
suffice, 

There appears to be an error in the drafting of the Appendix B, Question 9. Rea.<;on for 
Closure (62 Fed. Reg. 62208) when i{ asks for infonnatjon on "A closed case is a family 
whose assistance was terminated for the reporting month, but received assistance under 
the State's TANF Program in the prior month," The Appendix requires the state to collect 
information on families in the reporting month -the first month they are not receiving 
assistance. We do not believe the Department intends for states to contact families: in the 
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month afler they have left the assistance rolls in order to collect these data. Any collection 
of information on previously closed cases would be highly problematic. since many 
clients 'want nothing to do wHh the agency after case closure, cHents move or are 
otherwise djfficult to locate, and the additional cost to meet this requirement is 
prohibitive, States see no justification for the separate reponing of this information. All 
tbe proposed infonnation can be retrieved from the case's file from the former quarter. 
The absence of a given case from a subsequent quarter's repon wi!) indicate that it is no 
longer active. 

Recommendation. We recommend that to produce the information required under 
Section 411(.)(1 )(A)(xvi) of the T ANF law. a question on reason for case closure be 
added to Appendix. A. similar to the format used in the T At\fF Emergency Data Reporting 
Requirements. A number of stales are conducting fol1owup studies to evaluate the 
circumstances of cHents after they have left T ANF assistance. Instead of requiring lhis 
extensive data collection in the regulations. we suggest {hat the Departmenr collect these 
reports prepared by states. 

Appendix C, TANF Data Report~'lection Three-Aggregated Data Collection for 
Families Applving for, Receiving, and No Longer Receiving Assistance Under the 
T ANF Program 

We recommend changing the following elements in Appendix C: 

16. Total Number of Minor Child Heads-of·Housenold 

This information can be derived from data reported In elements #45 and #47 of Appendix 
A. 

17. Total Number of Births 

This information can be determined from the dale of birth reported in element #90 of 
Appendix A, 

18. Total Number of Out·of·Wedlock Births 

This information can be derived from data reported in element #90 coupled with element 
#56 oi Appendix A. 

19. Total Number of Closed Cases 

. This information can be derived by adding a case closure question. such as in the T ANF 
emergency data report, 
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Appendix D, ITANF) ACF·196 Financial Report 

We commend the Department for the sImplicity of Appendix D--the T ANF Financial 
Reporting Fonn. The fonn has generated few complaints or requests for clarification 
during the FY 1997 reporting period. As noted earlier in the section on Admmistrative 
Costs. we believe one further clarification is needed. The instructions to the TANF ACF 
196 Financial Report appears to- suggest that a distinct and separate cap exists for state 
TANF expenditures (column B) and separate state programs (column C). The statute 
clearly specifies that the 15 percent administrative cap is on total qualified state 
expenditures. Therefore, the 15 percent cap shouid be calculated against the sum of Hnes 
8(B) and 8(C). 

Appendix E, TANF MOE Data Report-Section One-Disaggregated Data 
Collection for Families Receiving Assistance Under the Separate State Programs, 
Aependix F, TANF MOE Data Report--Seclion Two-Disaggregated Data and 
Appendix G, TANF MOE Data Report-Section Three-Aggregated Data 

In conformance with the definitions provided in January 1997 guidance (TANF~ACF·PA-
97- J). states contend that the Secreuuy has authority to collect information only on the 
"Programs Funded Under this Part" and not on the remaining. state~funded-only activitie.s 
in the other categories. The guidance defined state programs funded under this part to 

include co--mingled or segregated state dollars spent within a state's TANF program. 
The va<;t majority of state MOE funds are expended as part of the TANF program and 
therefore the va.;;t majority of MOE case characteristics are already being reported under 
Appendix A. 

Beyond the requirement to report MOE dollars in the state's T A.~F program. there iy, no 
statutory authority for the Department to request data collection on separate state 
programs. Under the law, slates must meet.a financial requirement-· the maintenance of 
effort·· en~uring that these funds are "qualified expenditures" and represent new state 
spending. States already report these financial data under Appendix D--Section 3. There 
is no statutory basis for the repons called for in Appendices E, F and G. 

Furthermore, it is unreasonable to ask states [0 report detailed client charactetistics on 
state MOE programs operated in whole or in part by entities outside the human service 
agency, For example, under the proposed rule, data collection on those receiving a state 
Earned Income Tax Credit or receiving transportation assistance from a Transit Authorlty 
would be very difficult if not impossible to collect with any degree of economy or 
accuracy, States emphatically oppose thiS very costly. new, unfunded federal mandate 
created in Appendices E, F and O. 

Recommendation. We urge the elimination of Appendices E, F and G, Section 3 of 
Appendix D requires "information To Be Reported as an Addendum to the Fourth 
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Quarter TANF Financial Report" with respect to separate state programs.. This 
information should suffice. 
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Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: 
Subject: From Fred DuVal 

In anticipation of tomorrows meeting on NGA message, pis see the attached bvdgot material. 
belreve- we may have a great opening to put the squeeze on GOP Govs on our budgat priorites. 
Secondly, I hope we will consider highlighting New Markots and class size. These are priority areas 
for us where we have support among Governors ot both parties. 

GOP to ask states to return $6B 
By DAVID ESPO 
Associated Press Writer 
July 27, 1999 
Web posted at: 6:21 p,m. EDT i2221 GMT) 

WASHINGTON (AP) •• Desperately seeking cash 

for routine spending bills, House Republican teeders 

intend to ask the nation's governors to return up to 

$6 billion in welfare money accumuJate'd by the states 

in recent years, according to congressional officials. 


The officials, who spoke on condition of anonymity, 

said the idea was broached most recently by Rep, 

Tom Delay of Texas, the GOP whip, at a leadership 

meeting. It was approved by Speaker Dennis 

Hastert, A-Ill., as part Of a months-long svugg!o by 

the GOP to,win approval of all 13 regular spending 

measures, 


In addition to having an impact on Congress' 

spending battles, the proposal could paso a dllemma 

for Texas Gov. George W. Bush, who is not only the 

elected leader of the nation's second-largest state, 

but also the front-runner for the GOP plesidential 

nomination. Karen Hughes, an aide to Bush, said she 

didn't know whethet the suggesMn had yet been 

broached to the govemor. 


Seeking the HIlum of money would be an irony for a 

political party whose oftMcrticulated philosophy is to 

ship monay and power to the states. In addition. 

some GOP aides acknowledge, it could r9qUlre 

Republican govarnors to choose: between tax cuts at 




home and spending needs in Washington, 

Under welfare reform legislation enacted in 1996, the 
nation's governors were guaranteed preset levels of 
funding for five years. Governors lobbied for the 
guarantee, saying they were assuming a risk; namely, 
that the demand for welfare money would outStrip 
the supply of funds. 

Republican aides in the House. though, say the 
opposite has happened that the federal government 
has been giving money and power back to the states 
and welfare rolls have gone down, leaving the states 
flush with money, 

Privately. sevoral lawmakers and aides expressed 
doubt that the governors would be willing to 
voluntarily send money back to Washington, 

One Democrat was harshly critical, ~Why should we 
be surprised that the House Republicans want to pay 
for their tax cut,. two~thirds of which goes to the 
wealttJiest 10 percent of the people in this society, by 
kicking the props out once again from low·income 
families and children with some of the toughest 
problems in the country/ said Rep. David Obey of 
Wisconsin. the sonlor Democrat on the 
Appropriations Committee. 

The effort to find money outside Washington comes 
at·a time when Houst'l Republicans are struggling 
mightily to win approval for all , 3 regula( spending 
bills. while being able to claim at least the appearance 
of living within spending restraints imposed in the 
1997 balanced budget dOaL 

In fact, they have resorted to a number of budgetary 
artifices to avoid the spending limits. Aepubli~ans 
recently declared $4.5 billion for the 2000 Census to 
be an emergency meaning It would be above and 
beyond the spending fimits in place and be paid for 
out of budget surplus funds. 

This and other devices still leeve Republicans an 
estimated $1:2 billion short of funds they estimate will 
be needed to permit passage of legislation financing 
programs at the departments of Health and Human 
Services, Education and labor. Work on the bill was 
recently sidetracked until September. 

July 23, 1999 



The Honorable Arlen Specter 

Chairman 

Subcommittee on Labor. Health and 

Human Services. and Education 

Senate Appropriations Committee 

SD~186 Dirksen Senate Office Building 

Washington, D.C. 20510 


The Honorable Tom Harkin 
Ranking Minority Member 
Subcommittee on Labor, Health and 
Human Services, and Education 
Senate Appropriations Committee 
SH-123 Hart Senate Office Building 
Washington. D,C, 20510 

Deaf Chairman Specter and Senator Harkin: 

As you near the halfway pOint in the annual appropriations process, we ere writing to 
reemphasize our highest funding priorities for discretionary programs for next year, As 
YOll manage the various appropriations bills, we would like to urge you to maintain the 
current level of state and local grants, 

We believe the budget resolution provides your committ&e with insufficient funds to meet 
the nation's discretionary needs. While we support your efforts to both protect cfitical I./'
programs, as well as prepare tor the future, we are deaply concerned about the potential 
impact that deep spending cuts will have on providing key human services in our state~. . 
Just like the federal government, states have strong revenue balances-both because 
states have held down state spending and because of the strength of the economy. But 
not everyone of our states has b-enefited from the strong economy. A number of states 
are struggling to maintain spending lev~ls. 

The current state budget balances and rainy day funds arc not a reason for CongrQss to 
ebandon its commitment to state and local grant programs. rhus, while Governors urge 
you to maintain 1999 levels for all programs, they are particularly concerned that you not 
cut the following high priority programs: 

Social Servie~B Block Grant {SSBGI - The eHectiveness of SSBG is based on the 
broad state flexibility in using SSSG funds to provide crucial services to low~income 
individuals, including children. families, th~ elderly. and the disabled. funding for SSBG 
has repeatedly been cut over the past few years and we urge you to fullV fund the 
program 'as was requested in the Administration's budget Further, the Governors strongly 
oppose any efforts to reduce the amount states can tfansfer ffom TANF to SSBG from 10 
percent. The transferability was a key provision of the 1996 welfare reform agreement and 
we hope you wi!! mamtain this state flexibiliiy at 10 percent. Many states are using 
SSBG funds to successfufly prevent families from receiving welfare assistance and to 
eddress the needs of low~incoma working tamillas. The need for this kind of assistance 
willincreas~ as states face the challenga of helping former welfare recipients stay 
employed, build a work, history, and advance to higher-skill, better paving jobs. 

Temporary Assistanee for Needy familla8 iTANF) - We want to remind you of the 
commitment Congress made to the nation's Governors fot guaranteed TANF funding as 



part of the 1996 welfare reform law and reiterate our adamant opposition to the use of 
TANF funds as an offset for other spending. The existing law allows states to carry 
forward their TANF funds without fiscal year limitation. However, federal regulations 
prohibit states from drawing down those funds until they can be spent. This creates the 
false perception that, because of the tremendous drop in welfare case loads, states no 
longer need these funds to serve the eligible populations. In many cases, states have 
already designated specific uses for these funds, such as reserving a portion of TANF 
funds for future economic downturns or for providing more costly assistance to the 
"hardest to serve" cases that now remain on the caseload. We urge you to protect the 
integrity 01 the block grant as it was established in 1996. 

Medicaid, TANF, and Food Stamp Administrative Funds - The budget resolution 
passed by the Senate proposed to achieve savings through "reforms in federal funding for 
the administration of welfare programs." The President's budget proposal also contained 
savings realized by cuts in the Medicaid program specifically. Regardless of the 
programmatic solution devised to attain these savings, the end result is ultimately a 
radical reduction in the federal commitment to serving needy families, and would pose a 
severe threat to the ability of states to operate these crucial programs. The nation's 
Governors are opposed to cuts in administrative funds for vital human services programs 
that would result in a drastic cost-shift to states. 

Children's Health Insurance Program (CHIP) - The Children's Health Insurance 
Program represents an incredible opportunity for states to provide health care coverage 
for millions of previously uninsured kids. Passed as a part of the Balanced Budget Act of 
1997, CHIP was funded at $24 billion oyer five years as an entitlement for the states. 
Governors must be confident that a stable funding stream will be available to provide 
health care services to beneficiaries. States have up to three years to spend their annual 
allotments. As states plan their long-term goals for coverage and state spending, it is vital 
that Congress maintains its commitment to fully funding the federal share of the CHIP 
program. The design, development, and implementation of a health insurance program 
like CHIP takes time in order to enroll children, educate families about the benefits of a 
managed care delivery system, ensure that necessary services are received, and ensure 
that claims are fully and fairly met. 

Special Education - The Governors call on Congress and the Administration to honor 
its original commitment and fully fund 40 percent of Individuals with Disabilities Education 
Act, Part B services within three years as authorized by the act so that the principles 
under the act can be achieved. This year's appropriation should include the first year of 
this commitment to fully fund this critical program. In the event that the federal 
government fails to fully fund this act, the Governors believe that the statute should be 
amended to release states from prescriptive and costly administrative mandates. 

Low-Income Home Energy Assistance Program (LiHEAP) - The Low-Income Home 
Energy Assistance Program provides assistance to nearly five million primarily elderly, 
disabled, and working poor households in paying their heating and cooling fuel bills. It is 
also a key component in preventing many former welfare recipients from returning to the 
welfare rolls. The nation's Governors believe LlHEAP is a crucial program that should be a 
considered a funding priority. 

We appreciate your consideration of our views. 

Sincerely. 

Governor Thomas R. Carper 



Chairman 
Governor Michael O. Leavitt 
Vice Chal,man 

c: Chairman Stevens and Senator Byrd 

Mossage Sent To: 

Cathy R. Mays/OPD/EOP@EOP 
Sara M, lathamIWHOIEOP@iEOP 
Stephanie A. CutttlrlWHO/EO?@EOP 
Jennifer M. PalmierilWHOfEOP@EOP 
PaulO. GlastrlsIWHO/EO?@EOP 
Karin Kuliman/OPDlEOP@EOP 
Cawlyn T, WwWHOIEOP@EOP 
Joel JohnsonIWHOIEOP@EOP 
Mckenzio K. Davls/WKO/EOP@EOP 
Courtney_M._Manning@who.eop.go .... @ inet 

mailto:M._Manning@who.eop.go
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THg WHITE HOOSE 

April 29, 1999 

MEMORANDUM TO: M"ria Echavcslc 
Bruce Reed 
Mickey Ibarra 
Kevin Thuml 

FRO~l: Fred DuVal 

.,-; ;.;:~ /:,~;,:., ,:.~.' ::.: ::~ "\~ :~-:. ;.'<:·Thitt~\·tiiher frritr~ccidcii'lcij!""F6{NG/(lo:'gbm'phillclit ils: i~;" i rai{'~:.~:\:.~';'. ,·;;~;,·;·~-:::;,::::::·;!.;~·:~~::-::5'i~:~··' 
'. ." a,;d wonderful feat. Thanks to HHS and DPe for their gooti wo~k. '. . . 
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\ 



• '1'10'''11,1\ It Car!,," It'Yl''''nd C. Sd"·prad.NA1"1ONAL en"",,,,,, ,,(j)e:~w.rr E~<'~"';vc Dire,",of
GOVERNORS' Ch,\ir"'~" 

Hon nf II<\' S""c,ASS<l!JATiON 
Mich,,,,IO,I.N"ilt 441 Nnr.h C"p;,,,1 Stf~"r 
C"V('ftW( of \JIlh WJ.hing""'. D.C. 20001-1512 
Vkc CI1J;rm,1I1 Tdcpb;>nt (2021 6N-53CO 

hnp.llwww.nll"'''); 

April 28, 1999 

The Presidenl 

The White House 
Washington, D.C. 20500 

Dear Mr. President: 

We appreciate that many of the changes in final regulations for the Temporary Assistance for Needy 
Families (TANF) block g..sot reflect comments submitted by the nation's Governors, Specifically. we 
are pleased that significant changes were made related 10 the definition cf assistance, the creation of 
separate state programs, and the continuatiof! of waivers. 

We believe that the final regulations recognize the positive initiatives already laking place al Ihe slate 

level and support the flexibility inherent in the statule. We look forward to continuing fO work with 
the administration as we move loward new challenge:; in welfare reform. 

Clearly it will lake some time to fully analyze the impact of the.'\e regUlation:; on states' efforts to 
reform t~e welfare system. As states begin to undersumd how they will effect innovation at the stale 

level, II L~ our hope Ihal we can work with you and Congress to resolve any outManding issues 
affecting the continued success of welfare teform. 

We look forward 10 continuing our federaJ~slate partnerShip in serving the nation's neediest families. 

Sincerely, 

Governor Michael 0, leavitt 
Vice Chairman 

http:j)e:~w.rr
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Talking Points 

NGA Resolution on Welrare Rerorm 


February 6, 1996 . 


" As the President said in his speech to the NGA this; morning. rea! welfare reform must 
require work, promote family and responsibility, and protect children, The governors' 
resolution reinforces what the President has said all along ~* that the conference report he 
vet;led CeU short of real welfare refonn, and must be improved. 

The NGA resolution suggests valuable improvements over the conference report and 
the Senate bill in several k~y: areas that are priorities for the President: 

C1.i1dCare -- The NGA resolution calls for adding 14 billion for child care to the 
conference report, which is $5 billion more than the Senate bilL Senator DoJe acknowledged 
the need for more child care money in his speech to the NGA this morning. The 
Administration believes. however. that states should match this additional child care funding. 
and maintain current quality standards, 

Contingency Fund ~~ The NGA called for doubling the. contingency fund to $2 
billion, and providing an additional trigger based on Food Stamps population, The 
Administration has made additional suggestions. to improve this provision, 

Performance Bonus ~-, The NGA endorsed additional funding for a 5% performance 
bonus to reward states that meet the work requjrements .... '3 key proVision that the President 
has long cluunpioned and Ibat was a centerpiece of the Daschle-Breaux-Mikulski bill. This is 
a significant improvement oVer both the conference report and the Senate bill, 

Equal Treatment -~ The NGA resolution includes an important requirement that was 
not in either the conference ~eport or the Senate bill, to ensure that states set forth objective 
criteria for the delivery of benefits and fair and equitable treatment 

Overall Savings -~ The NGA resolution cuts more deeply, into Food Stamps than the 
Administratlon;s balanced budget plan •• at approximately the same level as tbe Senate hill. 
Because the NGA resolution calls for additional spending on child care. the contingency fund. 
and tbe performance bonus. its overall net savings are less than the Senate bill and in the 
swne range as the Administration's balanced budget plan. 

SSI Disabled Children -- The NGA resolution adopts the SSI children provisions of 
the Senate hill. but move back the effective date a year, to 199&" 



The NGA resolution recommends other important changes that are similar to the 
Senate bill: 

Work Requirements ~~ The NGA resolution adopts work requirements and state 
flexjbiHty similar to the Senate bill~ which will somewhat reduce state costs of running work 
programs. 

Hardship EJ"mplion _. The NGA resolution endorses 1he 20% hardship exemption in 
the Senate bill for recipients who reach the five-year limit. The conference report had 
reduced this provision to 15% . 

. J Family Cap .- The·NGA resolution endorses 1he Administrlltion policy that stale. 
should de<:ide for themselves whether to limit benefits for additional children born to parents 
on welfare. Like the Senate bin. the NGA would make the family cap a state option -~ rather 
than a mandatory provision With an opt-out, as the conference report included. 

· · . , 
The Administration,conlinues to have serious reservations about some other provisions 

in the NGA resolution: • 

Child Welfare ~~ The Administration has strongly opposed block granting 'child 
welfare. The Senate bill maintained current law in this area. The NGA resolution would 
aHow states the option to block grant certain programs. 

Food Stamps _.. The NGA resolution fails to <:titieize certain Food Stamp provisions 
of the conference report which the Administration has strongly opposed. including the state 
option to block grant Food Slamp. and the arbitrary cutoff of able-bodied childless adults. 

School Lunch -- The Administration has strongly opposed biock granting the school 
lunch program. The NGA, resolution would maintain the entitlement for children. but block 
grant administrative costs, 

Maintenance-of-Effort -- The NGA resolution is silent on the issue of maintMMce
Qf~effort. The Administration strongly favors the Senate provision of 8-0%.maintenance-of
effort, rather than the 75% requirement in the conference report, 

Immig~Dts ... The~NGA resolution is silent on the question of benefits for JegaJ 
immigrants. The Administration's balanced budget plan requires deeming until citizenship, 
The Administration strongly opposes the level or immigrant cuts in the conference report and 
the Senate bill. 



THE WHITE: HOUSE 

WASHINGTON 

February 2, 1996 

MEMORANDUM FOR TIIE PRESIDENT 

FROM: Bruce Reed 

SUBJECT: NCiA lllld Welfare RofQrm 

By Monday. the governors may have reached a bipartisan agreement on welfare reform 
that would call for improving the Senate bilt in key areas ¥~ more money for child care. a 
better contingency fund. and fewer cuts in benefits for legal immigrants. This agreement 
would make it easier for moderate Republicans and Democrats in Congress to pass those 
changes if the Republican Congressional leadership gives us another shot at a welfare bitl. 

L Update 

Congressional Republicans rematn divided over whether to pass another welfare bill or 
take the issue to the election. For now, they are leaning toward sending ),ou the,Senate bill 
with nO changes. Senate moderates would ~ike to amend the Senate bill along the lines of 
what was discussed in the budget talks, but they win do whatever Dole tells them. Blue 
Dogs and the Chafee-Breaux coalition are pushing for similar changes in any budget deal. 
But Wlless there is a budget deal. we're likely to see either the Senate bill or no bill at all, 

An NGA agreement v.rith the backing of Thompson and Engler mIght give Dole an 
excuse to allow a few changes in our direction, Engler (the lead RepubHcan for the NGA on 
welfare) has been uncharacteristicaJly eager to reach an agreement He and Carper (the lead 
Democrat) have reached tentative agreement on an improved block grant that we could 
genenllly support more child care money than the Senate bill; a $2 billion contingency fund 
(double the Senate's) with a more flexible trigger; exempting the elderly and the disabled from 
the SSl ban for legal immigrants (a substantial movement in our direction); a $1-2 billion 
performance bonus to reward states for job placement; guaranteed health coverage for 
recipients; and a maintenance of effort requirement of 75-80% (a first for NGA), They will 
also oppose the cap on food stamp growth, and limit the food stamp block grant state option 
to the conference approach, which is better than the Senate version. 



• 


The agreement cou1d still faU apart if Dole raises strong objections. although Engler 
and Thompson prohably would not have gone this far without Dole's permissIon. It might 
also become part of the more significant negoriations: over Medicaid, with Democrats agreeing 
to an AFDC block grant in return for Republlcan acquiescence in a Medicaid per capita cap, 

IL Monday's Discussion 

Engler and Carper (and others) are likely to bring up welfare reform in Mondayjs 

roundtable. You may not want to explicitly endorse the details of their agreement, if only 

because too much enthusiasm from uS might scare the Republicans away from it But you 

can certainly indicate that it is In keeping with the kinds of improvements you and the 

Republican leadership discussed in the budge! talks. 


If you get asked again whether you would sign the Senate hill. you should repeat that 
.you don't answer hypotheticals ~~ you're not drawing lines in the sand. you juSt want the best 
possible bilL 

HHS will announce ty,.·o waivers Monday afternoon •• North Carolina and Mississippi, 
Two others could be ready the following day .... Illinois and Louisiamt If those fast two take 
place, our total would be 54 waivers to 37 states. The most significant outstanding wa1vers 
are New Hampshire (where HHS and Merrill are at odds over the need for a control group) 
and California (where HHS and Wilson are at odds over how far he can go in curting 
benefits). Gov. Whitman announced a sweeping plan last week that is consistent with our 
overall approach (five-year lifetime limit, child care, family cap), but she has not yet 
submitted a waiver request 
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THE WHITE HOUSE 


WASHINGTON 


May I, 1996 

MEMORANDUM 

TO: Leon Panetta 

FROM: Marcia L Hale ~ 
SUBJECT: Conference Call with Democratic Governors 

Attached is information for the conference call with Democratic Governors Ihis 
afternoon at 4:00 p.m. You should open the c:ill by tbanking the Governors for their letter to 
Senators Breaux and Chafee (attached) and shoutd then discuss tb~ current status of welfare 
and Medicaid negotialions You should also reference the meeting that is scheduled with the 
President and Democrattc Governors on May 29th at the White House. 

Attachments 
I. A list of Governors participating 
2. An agenda for the call 
J. Medicaid talkmg points provided by Chris Jennings 
4. Welfare talking points provided by Bruce Reed 
5. Democrntic Governors' Letters to Breaux/Chafee 

JA-:' \'k~,;\ v' ~ wQ.. - t·" ," ""'- , 'i'~t,fv",\.; 
~,~_(U~ '" ,\....-h.,J....t~'1~A 
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DEMOCRATIC GOVERNORS' ASSOCIATION 


Goon:mol' GasUln Cl\Petton 
Wen virginia 
au;, 

Govuno.r How2rd DeJA 
Vttl'llotlt 

Vi:~ C/uJj" 

ElCECUTlVl! COMMITIU 

CovcmOl Evm Bayh 
ledWla 

G<wemor Mel Carn.:!.han 
Miulluri 

Co'\'Cuwt Lrwton Child 
fli)rlcia 

G<lvemO!' Parris N, GlendenioJ 
M:l,lyland 

Go'TtnO: Bob Miller 
N~l 

Go~rnor Roy Remer 
Coloruio 

Gowmor p~dra ROJ~ 
PIltZI'O Rko 

K:nherine W'hc1U'l 
WfUril.'f !)lffflt)f 

MEMORANDUM 

TO: 	 MARCIA HALE 

FROM: 	 Katie Whelan 
Doug Ricbardson 

RE: 	 Governors' Conference Call, 
i 

1;)A1£: May 1, 1996 

AItached is the agenda that Governor Caperton h.s approved for today's 
conference cali with Democratic Governors, Senator Tom Daschle and 
Leon Panetta. 

Governor Caperton will intrOduce Mr. Panetta a! 4 p.m. and then ask 
him to explain !he Administration's legislative and political strategy for 
the next few months, There will be time for discussion of topics 
(including welfare and Medicaid) of special interest to the Governors. 
! 

Governors who lntend to be on the call are: 
• Governor Caperton, West Virginia, DGA Chair 
- Governor Evan Bayh, Indiana 
• Governor Mel Carnahan! Missouri 
• Governor Tom Carper, Delaware 
- Governor Lawton Chiles, Florida 
-Governor Bob Miller, Nevada 
- Gove,nor Paul Patton, Kentucl,), 
• Governor Roy Romer, Colorado, 

, 
We are uSing an executive calling service for this call. At 3:55 p.m .. an 
?perator will dial the numbers you have provided us for Mr, Panetta and 
for you and connect you to the calL 

.Thank you for your help in arranging for Mr. Panetta to participate on 
this call. Please call us if you have questions about the call. 

I 
430 South Capirol Strcc=t., S.E. * Wa.shingron, D,C, 20003 '(202)479-5153 • FAX(202)479·S156 
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WHITE HOUSE CHIEF OF STAFF LEON PANETTA 


3:30 p.m. Eastern 

Wednesday, May 1. 1996 


I. Welcome & ·Introduction 
Of Senator Daschl. (3:30 p.m.) 
Governor Gaston Caperton 

II. Senator Tom Daschl. 
• Sena~Action Agenda 
• Welfare 
• Medkaid 
• Shared Concerns 
• Discussion: Q 8< A 

m. Welcome & Introduction 
Of Leon Panetta (4 p.m.) 
Oovc:rnor Caperton 

IV. Leon Panetta 
• Administration Legislative Agenda 
• Budget 
• Welfare 
• Medicaid 
• Discussion; Q8<A 

V. Closing (4:30 p.m.) 
Governor Caperton 

; 
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GOVERNORS' CONFERENCE CALL: MEDICAID TALKING POINTS 

Thank You for Letter on BreaUX/Cbare. and the Positive, Bipartisan Message. 

Republicans' Intentions on Medicaid Cuts. Republicans are likely to include a 
Medicaid Federal savings number of between $60-$85 billion in their budget 
resolution this week. (Their proposal will retain the lower slate matching dollar 
provision, which translates into well over $200 billion ~n reduced total expenditures.) 

CBO Medicaid Baseline Reduction Allows ror Lower Republican Medicaid Cut. 
Because of CBO's March Medicaid $24 billion downward baseline adjustment, the 
saroe House formula that previously seared $85 billion now yields $61 billion in 
Federal savings over 7 years. (A block granted amount of expenditures off of a lower 
base reduces the savings by the amount of the baseline adjustment.) 

Republican. Divided on Advisability of Lowering Medicaid Savings Number. 
Kasich is arguing to keep the $85 billion number, the Senate and the House 
Commerce Committee wants to use lower ($61 billion) savings number. They know 
that keeping the $85 billion number would require $24 billion in more cuts and risk 
their fragile Republican Governors! coalition, 

Republicans Also Divided on Best Time to Release Policy. There is also seems to 
be an ongoing argument aroong the Republicans as to the best timing to release 
specific policy behind the numbers. The Senate seems to want to delay in order to 
avoid premature and critical scrutiny. The House wants to commence the unveiling; 
they reportedly fear delay makes it impussible to garner the eventual support for 
ftj~ming" the President and forcing a veto, 

• 	 If They Use Ibe $61 Billion Medicaid Cut Number, They Will Use It as Leverage 
to Push for Their Financing Formula. Republicans are like! y to inaccurately 
suggest they have given us a major concession on savings and push us to accept their 
formula. Vou can belp \IS educate th. public and the media that the $(;1 billion 
number represents no concession. 

• 	 If Republican Formula and Polk:y Is Flawed and Inconsistent wlth Your NGA 
Agreement, We Need You In Very Publicly Walk Away. We have a Medicaid 
"swat" team ready to analyze whatever proposal they come out with and we will 
immediately share whatever we produce to help you criticize their flawed~ Upartisan" 
approach. We would hope that you could use the opportunity to also reiterate. your 
position that this issue should be addressed on a bipartisan basis -- such as what has 
been done by Senator Breau. and Senator Chaf ... 

How are Ibe Otber Democrallc Governors? We want to make sure that the 
Republicans are not bypassing you three and going to tbe other Democratic Governors 
to gain their support for the Republican formula. Are you working with them to make 
certain thai they understand that should not be tempted by Republicans promising 
special formula deals for a Medicaid plan that would have to be vetoed? . 
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WELFARE REFOR.\1 
TALKING POINTS 

5.1.96 

'" The Administration remains deeply committed to passing a bipartisan welfare 
reform !>iIl this year. 

• Bipartisan bills have l>een introduced in both the House and Senate that are 
consistent with the NGA resolution. and that the Administration could accept: 

-- Senators Breaux and Chafe< (and a bipartisan group of two dozen Senators) have 
included a strong welfare reform bill as part of their balanced budget plan that foHows the 
NGA recommendations to provide $6 billion more for child care and a $2 !>iIlion contingency 
fund; protects food stamps and child welfare; and requires an 80% maintenance of effort, 

-- Reps. Jobo Tanner and Mike Castle have introduced a similar bill in the House, 
with 30 Republicans and Democrats as co-sponsors. 

• So there is broad desire among many in botb parties to get welfare reform done this 
year. The only obstacle is whether the Republican leadership will try to jam the 
Administration by linking welfare reform with a bad Medicaid bill, in the hope of forcing a 
veto, 

'" That is why it is important for Democratic governors to send a clear signal that the 
Republicans' Medicaid plan does not have bipartisan support and is a breach of the NGA 
resolution. Your message is simple: We shouldn't hold bipartisan welfare reform hostage 
while the Republicans mess with Medicaid. 
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S.TATE OF NEVADA 

EXECUTIVE CHAMBER 
SOB MILLER 

Co",nlor 

Capitol Comple:.. 

Cauon CII:), NItV"da 89710 

TntfHON£ 
17Ol1 U1~"'0 

F..~ {7Dl~ 6$1....6 

Apri.l 25, '1996 

The Honorable John Chafe. 
505 Dirksen Senate Office Building 
Washington. D.C. 20510 

Dear Senator Chafee: 

We are writing to applaud your bipartisan efforts to balance the federal budget, While 
making responsible changes in Medicaid and welfare programs. Democratic Governors have had 
a long-standing interest in balancing the federal budge, as many of u, are required 10 do in our 
Slates. 

While we have not had an opportunity to review your proposal in detail, the summary 
we bave seen is both encouraging and practicaL And, whlle we cannot comment on an aspects 
of your comprehensive package. we believe your proposal goes far toward achieving the 
principles outlined in the National Governors' Associatton', agreements on Medicaid and 
welfare. Your reform package - if adopted _. will ilnprove the Medicaid program while 
achieving significant savings and go a long way in assisting states in their efforts toward welfare 
reform. 

In the Govcmors' agreement on Medicaid, the basic premise is Ihat individuals have a 
guarantee of coverage and that the dollars will follow the people. Your outline indicates that you 
preserve that guarantee and have a fundiog formula very similar to the NGA agreement. As you 
know well from our ongoing discussions, these principles are critical to us and are the basis of 
our concern about the draft proposal from the House Commerce Committee which we believe 
would have undermined the guarantee of coverage for individuals. And, while a final proposal 
is yet to' be seen, reportedly it will not comain a formula reflective of the NOA agreement where 
the dollars clearly follow the people. 

Your !iummary shows that the Centrist Coalition package includes a ~trong welfare 
component that bUllds on the major tenets of the ·NGA bipartisan welfare !agrccment. Your 
proposal would time-limit. benefits and streng.then work requirements while protecting children, 
These provisions most certainly complement State effortS to reform welfare and are consistent 

,with Governors' desire to illlpel Congres~ional action this year. . 
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Most imporur.t1y I your Coali~ion has forged a bipartisan compromise with your proposal. 
If anything is to be learned from the he,alth tar~ and welfare ban!es over the past YeaI5., it is that 
reform will never become a reality in a purely partisan environment, Our goal has always been 
fO have a bipartisan effon on these issues which would Jead to a bipartisan discussion in 
Congress. As administrators of these critical state programs, we have been very concerned about 
the stl!led legislative process in the reh~vam House and Senate committees. We have worked 
lirelessly over the past year with you, olher members of Congress, the: Administration and 
Republican Governors toward effective, comprehensive rerai'm. We apprednte your efforts and 
dedication to completing this task this year. 

We n.ppreciate your continued willinglless to work with Governors and stand ready to 
assist with your efforts to achieve real reform th<l.t will enilble and holster Our efforts at the state 
ievel to provide meanir.gful. cosH:ffective progr:lms for our people. 

With best regards, 
I 

Governor Gaston Caperton 
West Virginia 

Governor Tom Carper 
Delaware 

Governor ROY.Romer 
Colorado 

Governor Bob Miller 
Nevada 

Govemor.Lawton Chiles 
Florida 
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3S01. the Pc:aonal hsp<msibilll)l a!Ill Work 0pp0ItuntIy Mr. of 1996•. X lim a 5pOIllIOr!!ftlmt 
bill 8Il4 _ to set·tbt: ~ ftraigbt Ili reptd to !be ",ro.m.. to tho folICI sIIlmp ptOgrI!lII a!Ill 
your eomlnonl8. . .. .. ... 

• •. I • 

'TIu>. rofOl1%lli to the folICI ~ program illl:l1lded in H,lt 3501 do not '';'1'' food stamp 
b....llts. In!llct, III. food stamp program Is mainocI ... federal progmm, with 100% or the 
bonofit. paid by the r.d.rlll government. 'Food IIlIIIIJlS IW1 C01!Iinuo to be l)roYlded .. It basi<>
ru:c'" n,., refomu do _lh. program off ."..mna!ic pilot. eodina I!llfOma1:ic .~ 
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other -ubro prog:riIIlU t1Ild tho folICIlitamp program a!Ill sII'ollll provisio!lS ..., included 10 
curb tta!-tlelclng a!Ill trawl WIlli il1cre1W!d penalties to SlOp ~, from protlllng from the 
food 811imp program. . 

DespIte your _ tbaI tho thod ...amp ptOJ!WIlls 110\ roeuthcri>.e<I in H.lt 3507. 
the bin. In porricuIlIt Sectio. 1062, provides for re""thcriz.e.1ion of tho food S1Ilmp p.rosram 
through 2002 with no cap. ! lim porliclll2rly dllt.l1used that you would oriticlZe lbiS bill fOr 
thII ,...,On b .......... it was at tho suggestion of tho AdministraIi.1I, !lui S••,etmy of 
Agt'IcuI""., aod tho Natiollal Governors' Anocla!io~ that !lui food stamp cap """ .liminated. 
In r...t, I had serl.,", JesetVauOllS 1Iho", .llminctioD of !lui food stamp eap be....... I believe it 
is nece•...,. to put C_.. in control of llJI"udlng OIl thls a!Ill othot pr0gmtll. Hoviover. 
beMuse of ~ono I n:ceive4 a!Ill ... """",,~on II> tho"; pan!.., ~~wa.!f;Od~.. . . 

You aloo make ref_ to "lllIteDab1o Vicrk requlr\imJm1s" in tho bliL If in !li.t you 
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are rofcnlng 10 Iho provWon tbat limits """'pt offood staml'" for those abIo-bodlo4 pOZSOll.l 
betWeen Iho nges of 18 and '0. _ no ~ 1lIIIa. !boy work or partioip... in .. 
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There Is na1bi1!11 "\IlIIeDable' about 1hIs provWcn. Able bodlo4 food stamp parIIeiplllllll should 
wcrJe, Inc. moll eveqone .lie in !hls <0""1»'. 

R<oeipt of food stamps should be ttmponu:y. cspooiaIly for. able·bodice people with "" 
~ who CIl1l work an4 ha.. DO .u nlying .. IbcIl1 at homo. W. are uI:ing !bat they 
work ollly balf·tilr.. Ii they ""'" to contin"" to ,eul.... food stamps. 

1 would be happy to dl 

to 1110 food stamp program rep,....,1 neoessaxy clla!:!a... 
at 1110 n:q,..,. of !he Admlnjilntiou 0' odoptod by !he 
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Testimony Submitted to tbe Senate Committee on Finance 

Jun. 13, 1996 


Welfa.. and Medicaid Reform 


by 


Governor Bob Miller of Nevada 


Governor Roy Romer of Colarado 

Governor Lawton Chile' of Florida 


GoVernor Tom Carper of Delaware 




In February, the NatiQn*s Governors unanimously endorsed proposals to reform our 
welfare and Medicaid systems. W. testified before you with OUt Republican eoll""llues 
on our shared hope for bipartisan reform ofthe Medicaid and welfare ,y,tem. this year. 
Since th.t time the Republican leadership has introduced S. 1795,' bill to reform the 
Medicaid and welfare systems. We submit written testimony to offer our comments on 
this bill. 

Medicaid 

W. want to oay in the cle.,.e" terms possible: the bill before you does not retleet the 
NGA agreement as it pertains to Medicaid. We know. We were the governors who 
negotiated that agreement. 

Before WI:: discuss how S. 1195 differs in critical and substantial ways from the NGA 
agreement) we must say that we are troubled by public: statements that have been made 
about this proposal. The congressional majority took our bipartisan work and spent more 
than thr ... months developing legislation. During thsl period there was no contact either 
by members of the committees or staff with the biponisonNGA, with Democratic 
Governors or our staff. While comminee staff were drafting this hin, a bipartisan group 
of governors continued to meet to develop the detail, of the NGA proposal. W. reached 
greater clarity on issues including the funding formula, the definition ofdisability, 
policies on comparability and st!lte~wideness of benefits and policies related to amount, 
scope and duration of benefits, The results of these negotiations are not included in S.> 
1195. 

We understand and respect !he Finance Committee's responsibility and authority to draft 
Medicaid legislation. Our only objection is to the content of S. 1195 and efforts to 
de,cribe that bill as the NOA proposal. 

How the blll is Inconsistent ..ilb the NGA agreement on Medicaid 

The most obvious falling in the bill is in tlte financing formula. S. J795 essentially 
recreates the block grants in earlier bills, thereby abendoning the NGA policy. The 
funding formula is critical because a guarantee to provide coverage without sufficient 
funding is a meaningless guarantee, 

The NGA policy cal}, for a base Ollooation to each ,tate using 1993, 1994 or 1995 actu.a1 
Medicaid expenditures. The.bill is inconsistent with the policy. The bill uses the 1996 
numbers that appeared in the Medigrant bill. While these figures were generated with the 
input ofRepublican Governors, Democratic Governors were not invited. to participate in 
this pro""ss. Many states have discovered that the figures in the bill do not match any 
acmal data for that state. Actual baselines must be used if the bill i. to comply with the 
NGApolicy. 



JUN 24 '96 05:15PM 


The NGA policy says that the formula for growth must lI¢count for estimated cliange. in 
each state's .aseload. The gro...111 pottion of the formula in the bill i. completcly 
different. It has two serious flaws. Firstf the formula in the bill is not based upon an 
estimate of caseload or changes in case..mix. 

This is entirely inconsistent with the NQA policy which is based upon the principle that 
federal funds should follow the people served by the progsam. 

Second, growth rates in the allocatlon to each state are severely constrained by floors and 
ceilings. These constraints prevent states from ac~Uy receiving the funds associated 
with eXpeeted caseloads. The floors and ceilings so completely overwhelm the so-called 
"needs-based formula" that ,tatO$ would not have their needs mel at aiL At least 15 states 
are fuliy capped in advance. No mattcr how much the ""peeled casoload mJght increase 
in Florida or Nevada, those state', allocations will increase by no more than 7.22% per 
yeat because that is the program cap. Meanwhile, many other stat:! are guaranteed a 
';gnificant rate ofgrowth (4.33%) even if they ar.losing popUlation and caseload. 

The NGA policy calls for an umbreUa fund wt guatantees states a per-beneficiary 
payment for actual enrollees who were not .ccounted for in the growth estimates. The 
fund in S. 1795 is entirely different and inadequate. First,;1 is impossible for the fund to 
cover enrollees not included in the estimates because~ as noted above. there are no 
estimates of caseload in the bill', formula. In addition, thc umbrella only covers 
unanticipated caseload for one year. If a state experiences a recession that lasts more than 
one year (not an uncommon event) the umbrella is ofno use, It is inappropriate: to require 
states to cover certain populations and then not provide one dolllll' offederal support for 
people whose coverage is "unanticipated." 

The NGA policy says that disproportionate share hospital (DSH) funds will nor grow fur 
'statcs where DSH accounts for more than 12 percent of the Medicaid prog.ram. The bill 
does not comply with this provision. Instead, even states with excessive DSH progrllITl' 
will have the full growth rale in the formula applied to their DSH funds. 

The dynamics of a capped medical assistance program ate very different from those of 
the current Medicaid program. Under CW'Tcnt law. ifone state receives excess money! 
either through the DSH program or other means, the burden falls on the federal taxpayer, 
but not 00 other states, Under the proposed Medicaid block grant. states wowd be in 
competition for limite<l resoUlces. Where the bill diverges from NGA policy and 
provides a higher level of funding for certain stale., those funds are taken di,,,,,tly from 
the citizens of another state where they may be needed simply to support. basie 
Medicaid program. 

The NGA formula was crafted with great care to balance legitimate, competing needs. 
S. 1195 fails to adhere to that formula, and has upset wt careful balance. Because the 
fannuls. has been modified in a manner that will assist certain states) some governors" will 
certainly support the formula in tile bill. However, this committee should not interpret 
support by those governors as a s"'lement that S. 1795 is consistent with the NGA 
funding principles. 
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Committee staff has indl<ated they had no choice but to reject the NGA formula because 
GAO eould not generate ".te.specific tunding estimates using the NGA formula. That 
complaint rinflS hollow. The staff made no effort 10 work mth us to clarify the formula. 
v.,'e can only interpret this excuse as a cover for the statTs desire to return to the block 
gIant formula negoti.ted in. pllltisan process and rejected by the NGA. 

While closer to the NGA proposal in some of its other feature,_ the bill eonlmos other 
serious flaw, in its design of the program, The NGA proposal S'y' that the guarantees of 
coverage and the set ofbenefits "remains" for certain populations and certain services. 
Some of the features of the bill so fundamentally ehange the nature of that guarantee thaI 
one cannot say that those guarantees remain - certai.nly not in a foim anything like what 
the NGA proposal contemplated, Specifically, permitting unlimited <opayments and 
deductibles, residency ",quirements, family financial responsibility, and other similar 
provisions completely undermine the guarantee of health care services to our most needy 
citizens. 

We raise these issues net because we de not trust states or because we believe the federal 
goverrunent needs to tell states how to administer their programs. Rather, we believe 
these pro....isions are important to guarantee: the continued commitment of the federal 
goverrunent to this program, If states in difficult budget times can dramatically scale 
b""k coverage while receiving the .arne amounl of federal fund" polilic.1 support for thi, 
program al the federall.vel will wane, We believe there is value in a federally·defined 
safety~net. while we desire the flexibility to administer our programs In the most 
appropriate manner. We believe that the flexibility to' define away the guarantee of 
coverage will undermine the pregram and harm all states, 

There are some areas where Democratic Governors fought for a position in the NGA 
policy, but we were not successful. We knew that, to achieve bipartisan consensus. we 
needed to give on some issues in order to gain on others. As we read S. 1795, it largely 
refleets the negotiating pOSition o{the Republican Gov,rnors When we began bipertisan 
discussions in November of 1995. Rather t.han retaining the balance the governors 
negotiated, the bill picks and chooses issue., adopting the positions Republican 
Governors felt were most critical, whUe rejecting the most important issues for the 
Democratic,Governors" Since S. 1795 strays so far from our compromise', we think it is 
important to bring to the committee's attention some of the issues where Republican 
Governors prevailed. 

S. 1795 change. the federal matching formula, creating the possibility that more than 
S120 billion of state funds will be v;;thdr.wn from the Medicaid program over Ihe next 
seven years while states continue to draw federal matching funds. The bill eliminates the 
guarantee of cQverage for poor children .ge l3 to 18 tbat is being phased in under current 
law. It eliminales the standard fadoral definition ofdisability that i. used to establish 
Medicaid eligibility, All of these provisions are consistent with our policy, but watTant 
the same reexamin.tion thaI you have undertaken with r"'pect to the formula. l{the 
committee is going to consider legislation that i. not based upon NGA policy, it should 
take a close look at each of these issues. 

4 
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Governors negotiated a Medicaid policy in good faith. This Congress has re\VTinen our 
3.greement and attempted to pin oUr bipartisan name on a bill that was written without the 
participation of a single Democratic Member of Congress or Democratic Governor. We 
would like very much to work with you On this issue. However. that work needs to 
proceed on the same bipartisan basis the Governors used, These important issues will 
never be resolvea ifp,artisan politics guide your work. 

Welfare 

While serious and significant differences remain on how to reform the Medicaid system, 
the same is not true for welfare. 

And although there is no doubt chat welfare and Medicaid are ine."tricably linked in 
practice, it has not been the position of the NGA that they must be Wlited in one 
legislative paCkage. W. bellove that a strategy that insists 00 linking welfare and 
Mcdi~aid dooms hope ofbipartisan agreement and legislative success for reform ofeither 
program. 

W. believe that the welfare title oflhe Republican leadership's bill represents slI'Ong. 

positive movement in the welfare debate. S.1795 is significantly better than H.R. 4 in 

many respects and reflects the bipartisan agreement of Governors in many important 

areas. 


S.1795 includes $4 blllion in additional re,ources for child care. The NGA bipllrtisan 
welfare agreement recommended the inclusion ofS4 billion in additional resources for 
child care. S.1795 support. governors in their understanding that adequate child eare is 
.riti.alto the success of welfare-to-work efforts. Acce" to affordable. quality child care 
is the number one barrier to seIf~sufficieney faced by mothers currently receiving 

. benefits. 

S.l795 includes $2 billion for an economic contingency fund. fOT ,tate'. NGA 
recommended that there be at iellSt $2 billion in economic protection for states in times of 
economic downturns and/or increases in unemployment or child poverty. S. 1795 
supports lhe funding levels recommended by the NGA and includes a more r••ponsive 
trigger. consistent with the NGA agreement 

S. 179:5 includes additional resources for performance incentives for states. The NGA 

proposal recommended the inclusion of incentives in the form of cash bonuses to states 

that exceed specified employment-related performance target. Governors believe that, 

along with state sanctions for poor performance, there should be tewll!d, for states that 

perform well. 


There are~ however, some areas where S, 1795 does not reflect the NGA agreement. 

S, 1795 does not include tl}e ~GA recommendations on how to measure work' 
participation. 
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. Governors believe that in order to mcasure work: participation states must count 
individual, who iea"e welfare for work If ,lates are not permitted to count person, who 
leave the rolts to go to work in the work participation rate. the work measure is flawed 
and stat ••' ability to succeed according to prescribed participation rates will be severely 
diminished, We urge Congrt:ss to revise the work participation ca!cu~:ltion to reflect the 
NGA agreement 

S.1795 caps the execs, shelter deduction in the Food Stamp Program. Although the Food 
Stamp Program Js not within the jurisdiction of the Finance Commit1ee, it is important to 
nole that S. 1795 does not reflect the NGA agreement in thl, area. 

NGA recommended that the cap on the shelter deduction included In H.R. 4 b. rejected 
by Congress. A cap Oll the excess shelter deduction in the Food Stamp Program would 
ha"e a disproportionate impact on the poorest families with children and would result in 
over a 51 billion mOre in savings from the Food Stamp Program. We urge Congress to 
eliminare the cap on the excess shelrer deduction in th. Food Stamp Program. 

S. 1795 includes unnecessary restrictions on states' access to the economic contingency 
fund. 

The NGA policy snpport, the $2 billion contingency fund included in S. 1795, however, 
S. 1795 incluces additional restrictions on states' acceSs to the contingency fund not " 

snpported by NGA policy. The contingency fund must be udequarely funded and 

appropriately responsive to states' eeonomic circumstances. We urge Congress to 

eliminate the UMecessary restrictions on states ability to draw down assistance. 


S. 1795 includes a 20 percent reduction in funds for the Social Services Block Grant 

(SSBG). 


State. use. significant portion oitheir SSBG funds for child care assistance for low 
income families, It is counterintuitive to include new money fOl child care in one 
instance and snateh it away in another. We urge you t-o reject the additional cuts in 'the 
Social Services Block Grant. 

S. 1795 includes new restrictions on states' abilities to provide services to families, The 
NQA supports time· limits: as applied to cash Assistance, The NGA policy does not 
support the application of a time·limit on non·cash assistance. S, 1795 would prohibit 
states from usinS the block grant for important work supports such as transportation 
vouchers or job retention counseling. It would also prohibit state discretion to provide in~ 
kind services in particular circumstances. We urge Congress to impose the tim.e-limit on 
cash assistance only. 

Although we bave used this opportunity to discuss some of the remaining issues on 
welfare reform, our primary message on wdfare continues to be that we believe 
bipartisan welfare reform is within reach. Congress has come a great distance on '\\"Clfarc 
in the last year and S. 1795 is consistent with the NGA welfare policy in many important 
areas. We urge Congress begin bipartisan discussions on welfare and to move a welfare 
bill as soon as possible. 



It has always been our hope that legislation to ,efonn both the wellilre and Medicaid 
programs could be enacted this year, The content ofS, 1795 suggests thet the governors' 
proposal on welfare is within reach, while our proposal on Medicaid is not likely to be 
adopted by this Congress, We would be very disappointed to se. welf",. reform 10S1 in • 
haUl. over Medicaid, 'Therefore, uUless this Congress is willing to substantially modify 
its approach to Medicaid, "''e would urge you to enact welfare reform in a separate bill 
and allow states to continue our efforts to improve this program, 

1 
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STA"'E OF- DE~WARt; 
OFFICE OF T'-IE GOVE"l"lOf'l 

THOMAS ~. c.APEA 
GQvIiA!1CR 

June 19, 1996 

The Honorable Bill Archer, Chairman 
Ways and Means Committee 
1102 Longworth Hou.e Office Building 
Washington, D.C. 20515 

Dear Chainnan Archer: 

I am ~Titing in response to your letter ofJune 111'1 to assure you that Democratic 
governors will not abandon bipartisan efforts to enact Medicaid and welfare reform. 
However, you are right to point out that Democratic governors view the Medicaid and 
welfare provision, of HR. 3501 differently. It is not the position ofNOA, nor my 
personal belief, that refonn of these programs must be'united in one legislative vehicle. 
While I hope to see major changes adopted to both welfare and Medicaid this year, I 
concur with many who believe a strategy that insists on linking welfare and Medicaid 
may doom hope of bipartisan agreement and legislative success for reform ofeirher 
program. 

Let me defer here on the Medicaid issue to my three Democratic colleagues 
directly involved in negotiating 'he NOA's Medicaid proposal. I ask.you to refer to the 
attached letter sent to Senator Roth by Democratic governors outlining issues with the: 
Medicaid title ofRR. 3507. 

Clearly, serious differences: remain on how best to reform the Medicaid program; 
however, the same is not true for welfare. The welfare provisi~ns of H.R. 3507, as 
introduced, are largely consistent with the major recommendations ofthe National 
Governors Association. The inclusion of additional resources for child care and the 
contingency fund. as weU as the inclusion of many of performance incentives and the 
NGA recommer.dations on work, undoubtedly strengthen the bill. [n additioo t I am 
encouraged that your Committee rejected inciusion of additional cuts for the Social 
Services Btock Granl. And although some differences remain, the differences are not 
great. I, like you, have every hope that we can reconcile these differences in the weeks 
ahead to craft a welfare compromise acceptable to Democrats and Republicans. 

T"~NA.LL Ou'i.OING CARIIELS"';ATE CFFlCE SlOG, 
oovER :)!:i\.AWAAIi J99(11 WI\.MINGrON.bE!..AWARE l;eQ1 
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The Honorable Bill Archer 
Ju.eI8,1996. 
Page two of t\\'O 

The welfare debate and the prognosis for successful reform have been greatl}' 
enhanced by the open. constructive dialogue between w that has taken place in the 
drafting of the welfare bill. You and yOLlr staff are to be (;ommended. for your efforts, 
Lets continue to work together to achieve OUr shared goal" '" meaningfuJ, responsible 
reform ofthe welfare system this year. That goal, which all of us seek. is within OUf 

grasp at last. It is important that we not let it slip away, 

With best personal regards, 

cc: Governor Chiles 
Governor Romer 

, Governor Miller 

Attachment 
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STATE OF' DELAWARE 
Oi'FlcE OF THE GOYEJ'tNOR 

THOMAS ~,¢_I1PE" 
GOvEIINQll 

June 19,1996 

The Honor.ble E, Clay Shaw, Jr., Chairman 
Ways and Means Subcomminee on Human Resources 
B-3 11 Rayburn House Office Building 
Washington, D,C, 20515 

Dcar Chairman Shaw: 

1am '-'Titing in response to your Jetter of June lIe. to assure you that Democratic 
governors will not abandon bipartisan efforts to enact Medicaid and welfare·reform. 
However. you are right to point out that Democratic governors view the Medicaid and 
welfare provisions ofH,R, 3501 differently, It is not the position ofNGA, nor my . 
personal belief. that reform of these programs must be united in one legislative vehicle. 
\Vhilc I hope to see major changes adopted to both welfare and Medicaid this year, ! 
concur with many ""no believe a strategy that insists on linking welfare and Medicaid 
may doom hope of bipartisan agreement and legislative success for reform of either 
program, 

Let me defer here on the Medicaid issue to my three Democratic colleagues 
di~tly involved in negotiating the NGA's Medicaid proposaL I ask you to refer to the 
attached l~tter sent to Senator Roth by Democratic governors outlining issues with the 
Medicaid title of H.R. 3507, 

Clearly. serious differences remain on how best to reform the Medicaid program; 
however, the same is not true for welfare. The welfare provisions of H,R. 3507, as 
introduced, are largely consistent "1th the major recommendations of the National 
Governors Association. The inclusion ofadditional resources for child care: and the 
contingency fund, as v..'CU. as the inclusion of many of performance incentives: and the 
NGA recommendations on work, undoubtedly strengthen the bill. In addition, I am 
encouraged that your Comminee rejected inclusion of additional cuts for the Socia] 
Services Block Grant. And although some diffe:rences remain. (he differences are not 
great. I, like you, bave every hope that we can reconcile these differences in the weeks 
ahead to craft a welfare compromise acceptable IO Democrats and Republicans. 

TA.TNA"\.. alil~:lliliG CARVEL STATE ori!!lca 8l.OG. 
ClOvER. oe~Aw"'Re 19\W WlU.u.G1'ON.. DELAWARE lHOl 
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The Honorable E. Clay Shaw, Jr. 
June 18. 1996 
Page two of two 

The welfare debate and the prognosis for successful reform have been greatly 
enhanctd by the open, constructive dialogue between us [hat has taken'place in the 
drafting of the welfare bill. You and your staff· especially Ron Haskins· are to be 
commended for your efforts. Lets contimle to work together to achieve our shared goal 
- meaningful, responsible reform of the welfare system this year. That goal, which all of 
us seek. IS within oW' grasp at last. It is important that we not let it slip away. 

With best personal regards. 

Sincerely, 

cc: 	 Governor Chiles 
Governor Romer 
Governor Miller 

Attachment 
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June 13, 1996 

The Honorable William V. Roth, Ir. 
Chairman, Committe. on Finance 
United States Senate 
Washington, D.C, 20510 

Dear Senator Roth: 

\Ve are writing thls letter in response to separate letters you sent each of us on May 31, 
1996, regarding Medioaid and $, 1795, We hope this letter will clarifY how $, 1795 fails 
to' match the NGA policy on Medicaid ar.d make dear to you chat we have no interest in 
abandoning bipartisan efforts to enact Mediaid and welfare reform. 

In February a bipartisan group ofgovernors representing the. National (iQvernors' 
Association (NGA) shared with your committee the outline ofa Medicaid reform proposal 
tha:: had beer. adopted unanimously at our """,mer meeting. That outline was developed 
after more than 100 hours offace-!o-face negotiations by a group of six governors. 

We want to say in the clearest <erms possible: the bill before you (5.1795) does not 
refiect the NGA agreement. We know; we were three of the gove",ors who negotiated 
that agreement 

Before we discuss how S. 1795 differs in critical and substantial ways from the NGA 
agreement. we must say that we are troubled by public statementS that have been made 
about this proposal. The Congressional majority took our bjpartisan work and spent more 
than three months developing legisiation. During that period there was no contact-either 
by members of the committe.. or staff with the bipartisan NGA, with Democratic 
Governors or our staff While committee staff were drafting this bill, a bipartisan group of 
governors continued to meet to develop the details of the NGA proposal, We ,eached 
greater clarity on issues includi;!ll th. funding formula, the definition ofdisability, policies 
on comparability and state~wideness ofbenefits and policies related to amount, scope and 
duration ofbenefits. The reSllI" of these negoti.tions are not included in S. 1795. 

We understand and respect the Finance Committee's responsibility and authority to draft 
Medicaid !egislatiort OUf only objection is to the content of S. 1795 and efforts to 
describe that bill as tbe NGA proposaL 

How the bill is inconsistent with the- NGA agreement 

The most obvious failing in the bill is in the financing fonnula. S, 1795 e"e~!iaUy 
recr.ate. the bloek grants in earlier biUs, thereby abandoning the NGA policy, The 
funding formula is critical be<:ause a guarantee to provide coverage Vlithout sufficient 
funding is a !'f\eaningless guarantee. 
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The Honorable WiJJiam V. Roth, Jr. 
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The NGA policy calls for a base allocation to each state using 1993, 1994 or 1995 actUal 
Medicaid expenditures. The bill is inconsistent with the policy. The bill uses the 1996 
numbers that appeared in the Medigrant bill. While these figures were generated with the 
input ofRepublican ('iQvemors, Democratic Governors were not invited to partidpate in 
this process. Many states have discovered that the figures in the bill do not match any 
acrual data for that state. Acrual baselines !1lUst be used if the bill is to comply with the 
NGApolicy. 

The NGA policy says that the formula for gro'Wth must account for estimated changes in 
each state', caseload. The growth portion of the famlul. in the bill is completely 
different. It has two serious fla.ws. First. the formula in the bill is not based upon an 
estimate of case!oad or changes in case-mix. This is entirely inconsistent wi-:n the NGA 
policy which ;, based upen the principle that federal runes should follow the people served 
by the program, 

Second, gro..vth rates in the allocation to each state are severely constrained by floors and 
ceilings. These constraints prevent states from actually recei"i.ng the funds associated with 
e:tpected case(oads, The floats and ceilings so cot:lpLetely overwhelm the so..ca.ile:d 
"needs*based formulalt that states would not have their needs met at alL At least IS States 
are fully capped in advanee. No matter how much the expected caseload rr.ight increase in 
Florida or Nevada, those state's allocations v.iU increase by no more than 7,22% J)(:f year 
because that is the program cap. Meanwhile, many other states are guaranteed a 
significant rate ofgrowth (4.33%) even if they ... elosing population and caseload, 

The NGA policy caUs for an umbrella r.md tbat guarantees states. per-beneficiary 
payment for actual enrollees who were not accounted for in the growth estimates. The 
fund in S. 1795 is entirely different and inadequate. First, it is impossible for the fum! to 
cover enrollees not included in the estimates because. as noted above. there are no 
estimates of <.soload in the bill', fO<mula. In addition, the umbrella only covers 
unanti<::ipated caseload for one year. If a state experiences 3 recession that lasts more than 
one year (not an uncommon e~t) the umbrella is of no use, It is inappropriate to require 
.lates to cover certain populations and then not provide one dollar offederal ,uPPOrt for 
peeple who,e covetage is "unanticipated." 

The NGA policy says that disproportionate share ho,pital (DSH) runds will not grow for 
,tate, where DSH accounts for more than 12 percent of the Medicaid program. The bill 
does not comply with. this provision. Instead, even states v.ith excessive DSH programs 
will have the fuJJ growth rat. in the fO<mula appl,ed to their DSH funds. 

The dynamics of. capped medical assiSTance progranl are very durerent from those of the 
current Medicaid program. Under current law. ifone state receives excess money, either 
through the DSH program or other means, the burden falls on the federal taxpayer, but 
not on other states. Under the proposed Medicaid block grant

j 
states would be in 

competition for limited reSOurces, Where tbe bill diverges from NGA policy and provides 

http:recei"i.ng
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a higher level of funding ror cenain states, those funds are taken directly from the citizens 
of another state where they may be needed simply to SUppolt a basic Medicaid program. . 

The NGA formul. was crafted with great care to baia.ncelegitimal'. competing needs, 
S, 1795 fails to adhere 10 that formula, and has upset that careful balance, Becaus. the 
formula has been modified in a manner that will assist certain States, some governors will 
certainly SUppOlt Ihe formula in the bill, B"cwever, this committ•• should not interpret 
suppon by those governors as a statement that $. 1795 is consistent with the NGA 
fundmS principles, 

Committee staff has indicated they had nO choice but to rejeCt the NGA formula "eoaus. 
GAO could not generate state-specific funding estimates using the NGA fom:ula. That 
complaint rings hollow, The staff made no cffcn to work with us to clarify the, formula. 
We can only interpret this excuse as a cover for the staff's desire to return to the block 
grant fonnula negotiated in a partisan process and rejected by the NGA. 

While closer to the NGA proposal in some of its other features, the bill contains other 
serious flaws in irs design of the program. The NGA proposal says that the guarantees of 
coverage and the set ofbenenls "remains" for cenain populatlons and certain services. 
Some of the features of the bill so fimdarnemally change the n.ture of that g'Jar ..~t.. that 
one cannot say that those guarantees remain .~ certainly not in a farm anything like what 
the NGA proposal contemplated, Specifically, permitting unlimited copayments and 
deductible::;, residency requirements, family financial responsibility, and other similar 
provisions completely undermine the guarantee ofhealth care services to our most needy 
citizens, 

We raise these issues not because we do not trust states or because we believe the federal 
government needs to teJIstates how to administer their programs. Rather, we believe 
these provisions are important to guarantee the continued commitment of the federai 
government to this program. If states in tilllicult budget times can dramatically scale back 
coverage wrote receiving the same amount offederal funds, political support for tills 
program at the federail.vel wilPWane, We believe there is value in a federally-defined 
safety-net, while we desire the flexibility to administer our programs in the moS! 
appropriate manner. W. believe that the flexibility to define away the glIarantee of 
coverage ""n undermine the program and harm all stateS, 

Tbere ate some areas where Democratic Governors fought for a posit:on in the NGA 
policy. but we were not successfUl. We knew that, to achieve bipartisan consensus, we 
needed to give on some issues in order to gain on others. As we read S. 1795. it largely 
reflects the negotiating position of the Republican Governors when we began bipartisan 
discussions in November of 1995, Rather than retaining the balance the governors 
negofiated, the bHl pkks and c.hooses issues, adopting the positions Republican Governors 
felt were most critical! while rejecting the most imponant issues fQt the Democratic 
GQvemorl;, Since S, 1795 Strays so far from our compromise, we think: it is impon:ant to 
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bring to the committee's attention some of the iSSl.!f:s where Republican (Joveniors 
prevailed. 

s. 1795 changes the federal matching formula.. creating [he possibility that more than $120 
billion of st.te funds will be withdrawn from the Medicaid program over [he next seven 
years while states cOnlinue [0 draw federal matching funds. The bill eliminates the 
guarantee of coverage for poor children age 13 to 1& that is being phased in under current 
taw. It eliminates the standard federal defini:ion ofdisability that is used to establish 
Medicai4 eligibility. AJI ofthese provisions are consistent with our policy. but Warrant the 
s.ame reexamination that you have undertaken with respect to the formula. If the 
committee is going to cor-sider legislation that is r.ot based upon NGA poiiey. it should 
take a close look at each of these issues. 

Mr. Chairman, you issued a press release criticizing Democratic Governors for abandoning: 
efforts to refonn Medicaid and welfare. This pa......:isan: attack was unfair, Governors 
negotiated a Medicaid policy in good faith. You chose to rewrite our agreement and to 
pin our bipanisan name on a bill that was v.:ritten without the panieipation of a. single 
Democratic Member of Congress or Democratic Governor We would like very much to 
work with you on this issue. However, that work needs to proceed on the same blpa.rusan 
basis the Governors used. These important issues will never be resolved if partisan 
politics guide your wqrk. 

Sincerely, 

yRomer. Lawton Chiles Bob MiUer 
Governor of Colorado Governor ofFlorida Governor ofNevada 

tc: Rankin.& Mcmbe.r Moyn.ihlU'l. Chairman BHley. Ranking Member Dini¢:l 
"" 



F.2/4 • ]UN 26 '96 12'43PM 
'1'"""", C. T'l<mlr~'" ;;.,1".11"01"; t", ~.iI'·i';·'·"~'NATIONAL t;",,,.,,,,,. "(\\"",,\m-l" i ... ;cm" ! I;/~.h"


GOVERNORS (h~,m'J" 
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1uo' 26. 1996 

Semltt Einance Commiu:c 

United Sl&tes Senate 

Washington. DC 20510 .. 


Dear Fina.1ce Committee Member: 

The nation' $ Governors appreciate that S. J795. 4f inlN)duud. incorporated many of the Nl:Hionai 
Governors' Ass'ociation's' (NGA) recommendalions on welfare refonn. NGA hopes that 
Congress will continue: to look Ie the Oovemors' bipanisan effons on a. welfare n::fonn polic), 
and build en the lessons learned through a dc;;;ade of SLate experimentation in welfare reform. 

However, upon initial review of the Chairman's mark, NGA believes that many of the changes 
contained in the mark are con~radklorj' to the NGA bipartisan agreement. The mark includes 
unreasonable: modifIcations ~o the: work requirement. and additional administrative burden~. 

resulctions and penalties mat are unacceptable. Governors believe these changes in the 
Chairman's mark greatly restrict suite flexibility and win result in increased. unfunded COStS (or 
Slates. while at the same time undermining states ability to implement effective welfare reform 
programs. These chang-es thr::ate:n the ability of Govemors to provide any luppon for the revised 
welfare package:, and may, in fact. rcsuh in Governors opposing the hill. 

As you mark up the welfare provtsiom of S. \795, th.e Personal Responsibility and Work 
Opportuni!)' Act of 1996. NOA mongir urges you to consider the !¢Commendations contained 
in the welfare reform policy adopted unanimously b) the nation's Governors in Fet.:H'Uary. 
Governors believe that these chang:s arc needed 10 create a welfare refoTIn measure that will 

.foMer independence and promote responsibility. provide adequate support for families that are 
engaged In work. ilnd accord sc,tes the flexibility and resources they need to transform welfare 
into it tranSitional program leading to work. 

Bejou IS a paniaJ Jist of amendmcf'lg thaI rnay be offered during the committee markup and 
revisions included in the Cha;rman'~ mark (hal are either opposed or supported by NGA. This 
lila is not meant to be exhaustive. and there may be other amendments or revisions of interest or 
concern to Governors that are not on this list. In the NGA welfare reform policy, the Governors 
did not take a posilion on the provi~,ons related \0 benefits for immigrants. and NGA will not be 
making recommendations on am:cnd:nentS in these areas. As you markup S. 1795. NQA urges 
you to consider (he following reconmendations based on the policy statement of the na~ion's 
Govl:mor$ on welfare reform. 
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IHE GQVERNORS URGE you TO SUPPORT THE FOLLOWING AMlTh'DMEtITS; 

• 	 Support the amendrnont to permit SUItes to count toward the work partidpation rate 
calc:ulatlon those individuals whO' have letl wclfate for work for the first six months 
that they are in the workforce (Breaux), The Governors believe states should receive 
credit in the participation rate for $:uccessfully moving people off of welfare and into 
employment, Thereby meeting one of the primary goals of welfare reform, This will also 
provide states with an incentive. to -expand their job retention e!fortS. 

• 	 SUPI'Qft the ariumdment that applies the time limit only to cash assistance {Breaux). 
S. 1m "sets a-sixty-month -life\lme 'limit on 1111)' federallyfonded'assistance 'undet the block 
grant> This would prohibit states from using the block grant for imponant work supports 
such as u~5ponation or job retention counseling aite! the five-year limit. Consistent with 
the NGA welfare reform policy, NGA urges you to support the Breaux amendment tbat 
would apply the time limit only to cash assistance. 

• 	 Support the amendment to reston: funding for the SlKial Services Block Grant 
(Rockefeller). This amendment would limit !n~ cut in the Social Services Block Grant 
(SSBG) to 10 percent rather than 20 percent, States use a signifi~ant portion of their SSBG 
funds for child care for IO-"-income {amBles. Thus. the additional cut currently conrained in 
S, 1795 (legales much of the inc~ase in child care funding providod under the bill. 

" 	 Support technical improvements fo the contingency fund (Breaux). Aeeess to additionai 
matching funds is critical to states during periods of economic recession, NOA supports two 
amendments proposed by Senator Breaux, One clarifies the language relating to 
maintcnan;;e of effon in Ih'Z contingency fund and another modifles the fund so states (hat 
access the contingency fund during ani)" pari of the year are not penalized with a less 
ad vantageous mau:h rate. 

• 	 Support the amendment to ex1end the 75 perc.ent enhanced match rate through f'JScal 
1997 for statewide automated child welfare information systems (SACWIS)l (Chafee, 
RKkefeller). Although' not specifically addressed in the NGA policy. this e;.;tension' is 
important for many states thai are trying to meet systems requirements that will strengthen 
their child welfate and child pro'tection effortS. 

Governors urge you to OPPOSE amendments Or revisions to the Chairman's mark that would 
limit state flexibility, create unreasonable work requirements, impose new mandates, or encroach 
on the ability of each state to direct resources and design a wl.':lfare reform program to ~t its 
unique ne¢ds. 

In the area of wotk, Governors strongly oppose any effolts to increase penalties. increase work: 
participtl-tiOfl nate$, further restrict wr.ar activities COUnt toward the work panicipa(ion rare, Or 
change the holm of work required. The Governors' po-licy included sptcific recommendations in 
these areas, many of which were subsequently incorporated into S. 1795, as introduced. The 
rec.orrunendatlons reflect a careful balancing of (he goals of welfare reform, the availability of 
resources, and the recognition tha~ economic and demographic circumstances differ among 
states. Imposing any addilionallimjtatlons or modificatIons to the work requirement wooId limit 
state flexibility. 
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• 	 Oppose the revision in the Chairman's mark to increase the number ot hours of work 
required per week to thirty-fi,,"e hours in future years. NOA's recommendation that the 
work requirement be set at twe:lty-five hours was incorporated into S. 1795. Many states 
will set higher hourly requircC1ents, but thi::; fle:xihilit), win enable states (0 design programs 
that are wnsiSlent with local labor market opporturuties and (he availability of child care. 

• 	 Oppose the revision in the Chairman's mark to decreasf! to four weeks the number of 
weeks "tbatlGb seardrct1n co-urit as woft, "NGA supports1he"'twelve wce'kn)f job search 
Gontained in S, 1795. as: introduced. lob search has proven to be effective: when an 
individual firs( enters a program and also a(!er the completion of individuaI work 
components.. such as workfare or community service. A reduction to four weeks would limit 
stafe flexibility (0 use this cosiweffective strategy fO move recipientS into work. 

• 	 Oppose the revision in tbe Cbainnan's mark to increase- the work part.icipatir.m rates. 
NGA opposes any increase in the work participation rates above the original S. 1795 
requirements, Man·y uaining: and education activities lhat are cuncntly counted undtrr JOBS 
will nOI count toward the r.ew work requirements, Consequently, states wiU face the 
challenge of transforming: their current JOBS program into a program that empbasizes quick 
movement into the jabor fotce. An increase in the worle rates will result in increased costs to 
states for child care and work p:ograms. 

• 	 Oppose the revision ill the Chairman's mark to inertase penalties tor fanure to meet 
the work participation requircl11cnts. The proposed amendment to increase. the penalty by 
S percent for ea£h consecutive failure to' meet the work rate is Unduly harsh. paniculariy 
given the stringent nature of the work requirements, IronicaUy. the loss O'f block grant funds 
due to penalties witl make it even more difficult fo.r a state [0 meer the work requirements, 

• 	 Oppose the amendment requiring states to count exempt families in the work 
participation rate calculation (Gramm). This amendment would retain the state option to 
exempt families with children belO'w age one from the work requirements but add the 
requirement that such families count in the denominator for purpose$ of determining the 
work participatiO'n rate, This penalizes Hates that grant the exemption. effectively 
eliminating: this option. The exemption in S, 1795 is an acknowledgment thal chHd care 
COSIS fot infants are vcry high and thaI. there often is a shortage of infant care. 

• 	 Oppose ~ amendment to incrcllW work hours by ten hours a week for ramilies 
receiving subsidized child care (Gramm). This amendment would greatly increase child 
Gare costs as weli as impose a higher work requirement on families with younger children, 
became families with older chiJd:en-p.an:icularly teenagcrs---are less likely to need 
subsidized child care assistance, 

• 	 Oppose Ihe revision in the Chairman's mark wexempt families with children below age 
eleven. $. 1795, as j!ltrodl1c~d, protlibits states from sanctioning families with chHdten 
below a.ge s~ for failure to p.'lrticipate in work if failure to participate was because of a lack 
of child cMe. This revision woufd raise the age to eJeven, NGA is concerned thal tbis 
revision effectively penalizes S(.1(es because they still would be required to eount these 
individuals in the denominator of the wo:k participail.on rate. 

http:participail.on
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• 	 Oppose the revision in the Chainnan's mark to increase the majntenance~or~eff(lrt 
requirement above the 75 percent in the cash assistance block grant or further narrow 
the definition of what counts toward mainttn3nce-of..effort. 

• 	 Oppose the rel1sions in the Chainnan's mark that increase state plan requirements and 
include additional state pensllie.s, 

• 	 Oppose the amendment to limit hardship exemption to 15 per~t (Gramm). NGA 
polley supports the current provision in S. 1795. as introduced. that aUows states to exempt 
up to 20 percent of their caseload from [he five-year lifetime limit on benefits. 

• 	 Oppose the amendment to mandate that states provide: in-kind vouchers to familil!.S 
alter a staff: or federal time limit on benefits is triggered (Breaux. Moscly ..Braun). 
NGA believes that stares should have the OpOM to provide nOD-<:ash founs of assistance 
after the time limit. but they should no't b~ mandaled to do so. 

• 	 OpPf)$e the proyjsion in the Chalrman's mark to nitrict the transferability of funds 
out of the cash assistance block grant to the child care block grant only. The Governors 
believe that it is appropriate to allow (l transfer of funds into the foster care program or the 
Social ServiC(:s Block Grant 

• 	 Oppose a family cap mandat.e in the Chairman's mark. NGA supponi a family (;ap as an 
option. rather than a mandate, to prohibit benefits to additional children bom or conceived 
while the parent IS on welfare. 

Governors urge you to consider th;; above recommendations. 

~~.~ 
Raymond C, Scheppach 
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Membets: of the Senate Finance Committee 

\ 


The nation's Governors, appre<:iste that S. 1795, as introduced, incorporated many of the 
N~tional Governors' Association's (NCiA) recommendations on welfare refonn. NGA hopes that 
Congress will continue to look to the Governors' bipartisan efforts on a welfare reform policy 
and build on the lessons leamed [hrougb a decade of stale experimentation in welfare reform. 
However. l,Ipon initial review of the Chairman's mark. NGA believes that many of the cbanges 
contained in the mark ate contradictory to the NGA bipartisan agreement. Unreasonable and 
onerous modifications to the work requirement and additional administrative burdens. 
restrictions and penalties for states threaten the ability of Governors to provide any support for 
the revised welfare package. Govemors believe these changes in the Chairman's mark greatly 
restrict state flexibility and will result increased, unfunded <=osts for stales. while: a( tbe same time 
undermining states ability (0 implement effective welfare reform programs, 

As you mark up tbe welfare provisions of S" 1795, the Personal Responsibility and Work 
Opportunity Act of 1996, NGA strongly urges you to consider the recommendations contained 
in the welfare reform poli>:y adopted unaaimQusly by the nation' s Go....ernors in February. 
Governors believe thnt these -changes are needed to create. a welfare reform measure that will 
foster independence and promote respon~ibiljty. provide adequate support for families that are 
engaged in work, and accord Slates the flcAibility and resources they need to transform welfare 
into It transitional program leading to wo~k.• ----~.---"'---~ . 

Below is a pattiallist of amcndmenC~-:~;;~~~:t~e Ch~I;k: at may be + 
offered during the committee markJ~thata1ieither opposed Or supported by NGA. This ~ist is 
not meant to be exhausti ...e, and there may be other amendmenfs of interest or concern to 
Governors that are not on thi1\ list. In the NGA welfare reform policy. the Governors did not take 
a position on the provisions related to benefits for immigrants. and NGA will nOl be making 
~omrnendations on amendments in these areas. As you markup S. 1'195, NGA urges you to 
consider the follnwing recommendations based on {he policy statement of the nation's G<lvemors 
on welfare reform. 

TIJIl GOVERNORS URGE YOU TO SUPPORI THE FOLWWING AMENDMIlNIS; 

• 	 Support the DmC':ndment to permit states 10 count toward the work participation rate 
cakulation those: individuals. who have left welfare fDr work for the first six months 
that they aft in the workforce (Breaux). The Govemol'S believe states should receive 
credit in the pallicipatioo rate for sUt;(:essfuUy moving people off of welfare and into 
employment. thereby meeting one of tbe primary goals of welfare reform. This wiU also 
provide states with an incentive to expand their job retention effortS. 

• 	 Support the amendment that applies the lime limit only to cash assistance (Breaux), 
S. 1195 sets a sixty·month lifetime limit on any federally funded assistance under the block 
grant. This would prohibit States from using the block grant for important ......ork suppons 
such as trallspottatlon or job retention counseling after the five--year limit. Consistellt with 
the NGA welfare reform policy, NGA urges you to support fhe Breaux amendment that 
would apply the time limit only to cash assistance. 
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• 	 SUPP4Jn the amendment to restore funding for the Social Ser1'ite$ Block Grant 
(Rockefeller). This amendment would limit the cut in the Social Servi.c~s BlO¢k Grtl.nt 
(5580) to 10 percent rather than 20 percent. States use a $Iioifieant portion of their SSBG 
funds for t;:hild care for low~income families. Thus, the additional cut currently contained in 
S. 1195 negates much of the increase in child care funding provided under the bill. 

• 	 Support technical improvements to the contingency fund (Breaux). Access to additional 
mau:hing funds is critical to Stales during periods of eGfJoomic recession. NGA suppom two 
amendments proposed by Senator Breaux. One clarifies [he language relating to 
maintenance of effort in the contingency fund and another modifies [he fund so states that 
access the contingency fund during only part of the year are not penalized with a less 
advantageous match rate. 

• 	 Support the amendment to extend the 75 percent enhan<:ed m-.tth rate through fiscal 
1997 tor statewide automated child welfare information systems (SACWIS), (Chafee, 
RockefeUer). Although not specifically addressed in the NGA policy. this exrension is 
important for many stateS that ace trying to meet systems requirements tbat wiU strengthen 
tbeir child welfare and cbild protection efforts, 

Governors strongly oppos. what appear to be a number of administrative requirements and 
penalties included in the Chairman's mark whicb 
Governors urp you to OPPOSE amendments or revisions to the Chairman's mark that would 
limit state flexibility. create unreasonable work requirements. irnpOs. new mandates, Or encroach 
on the ability 'of each state to diw::t resourc-es and design a welfare reform program to meet its 
unique needs, 

In the area of work, Governors strongly oppose any efforts to increase penalties. increase work 
participation rates, further restrict wbat activities count toward the work participation rate. or 
change the hout'S of work (equited. The Governors' poli\:;:y iUl;luded specific recommendations in 
these: areas, which were subsequently incorporated into S. 1195. The recommendations reflect a 
careful balancing: of the goals of welfare reform, the availability of resources, and the recognition 
that ee<momic Md demographic circumstances differ among states. Imposing any additional 
limitations or modifications to the 'Work requirement would limit state flexibility. 

THE GQVERNORS UR!iiE YOU TO OPPOSE THE FOLLOWING AMENDMENTS OR 
REVISION~ IN THE AREA OF WORK. 

• 	 Oppoae the revision in the Chainnants mark to increase the number of bou['5.of 
work requfred per week to thirty~fivt hours in fttturt yellH. ~GA' s recom
mendation that the work requirement be sct at twenty-five hours was incorporated into 
S. 1795. Many states will set higher hourly requimllt¢nts, but this flexibility will enable 
scates to design programs that are consistent with local labor market opportunities and 
the availability of child cace, 

.. 	 Oppose the revision in the Chairman's mark to decrease to fout weas the number 
of wuks that job search can c.ount as work. NGA supports the twelve weeks ofjob 
search cootained in S, 1795. Job search has proven to be effective when an individual 
firs! (Inters a program and also after the completion of individual work tomponents. such 

1 
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as workfare or community service. A rechlCuou 'to four weeks WQuid limit state 
flexibility to use rhis cost-effective strategy to move rttipients into work. 

• 	 Oppose the revision in the Chairmants mark to increase the work participation 
rn.tes. NGA opposes any increase in the walk participation rates above S. 1795 
requirements. Many training and education activities that arc currently counted under 
JOBS win not count toward the: new work requirements. Consequently, states: will face 
the challenge oftransfonning their cum:nt JOBS program inC€) a program that 
emphasizes quick movement into the labor force. An increase in the work rates win 
result io increased coso. to states for child care and work programs. 

• 	 Oppose the revision in the Cbainnan's mark w inc.rease pellalties fur failure to 
meet the work participation requirements:. The proposed amendment to increase the 
penalty by 5 percent for each consecutive failure to meet the work rate is unduly harsh. 
pal1icularly given the stringent nature of the work requii1!'ments. Ironically. the loss of 
block grant funds due to penalties will make it even more difficult for a state to meet the 
work requirements. 

• 	 Oppose the amendment requiring states to count exempt families in the work 
participation rate calculation (Gramm). This amendment would retain the state 
option to exempt families with children below age one from the work requirements but 
add th.; requirement that such families count in the denominamr for purposes of 
determining the work participation rate, This penalizes states that grant the exemption. 
effectively eliminating this option. The exemption in S, 1795 is an acknowledgment that 
child care costs for infants are very bigh and that there often is a shortage of infant care, 

• 	 Oppose the amendment to increase work hours by ten hours a week for families 
receiving subsidi:l:oo (hild care (Gnmm). This amendment would greatly increase 
child care costs as well as impose a hi&her work requirement on families with younger 
children, because fa.milies with older children-particularly teenagers-are less likely to 
need subsidized child care assistance, 

• 	 OPPOSE: the revision in the Chairman's mllrk to exempt families with clJ.ildren below 
age eleven. $, 1795 prohibits states from satl¢rioning families with children below age 
six for failure fO pankipate in work if failure to participate was because of a lack of child 
care, This amendment would raise the age to eleven. NGA is conCf!rned that this 
amendment effectively penalizes states because they still wO\Ild be required to cOUnt 

these Individuals in the denominator of the work participation rate. 

THE GQYf;RNORS URGE YOU TQ QPPQS!:; THE FOLLOWING AMENDMENTS OR 
REVISIONS IN THE CHAIRMAN'S MARl( IN THESE ADDITIONAL AREAS, 

• 	 Oppose the: revision in the Chairman's mark to inerease the maintenalu::£Mof..etton 
requirement above the 75 percent in the cash assistance block grant or further narrow 
the d.efinition of what counts toward maintenance-ot..effort. 

• 	 Oppose the revisions in the Chairman1s mark which increase state plan requirements 
and includes additional onerous penalties, 

3 
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• 	 Oppose the amendment to limit hardship exemption to 15 ~rcent (Gramm). NGA 
poliey supports the current provision in S. 1795 that allows s.tates to exempt up to 20 percent 
of their caseJQad from {he flve·yeM lifetime limit on benefits. 

• 	 Oppose the amendment to mandate that states provide jn~kind vouchers to fn.milies 
after a state or federal time limit on benefits is triggen:d (Breaux, MostIy~Braun). 
NGA believes that stateS should have the opdon to provide non~casn fonns of assistance 
after the time limit but they should not be mandated to do SQ, 

• 	Oppose the provision in the Chairman's mark to restrict the transferability of fUl1ds 
out of the cash assistance block. grant to Ihe ehild care block tunt only. The Governors. 
believe that it IS appropriate to allow a ttaosfer of funds into the foster cate program Qr the 
Social Services Block Grant, 

• 	Oppose it famUy cap mandate In the Cbairm.an~s mat'k. NGA supports a family cap as an 
option. rather than a mandate. to prohibit benefits: to, additional children hom or conceived 
while the parent is on welfare. 

• 	 Oppose the amendment to link Medicaid e-ligibiUty to AFDC eligibility. (Chafer; 
Breaux) NGA opposes this mandate. which limits state flexibility. The NGA Medicaid 
policy would allow states three options: retalning eligibility based on current-law AfDC 
eligibility; linking Medicaid eligibility to a state' s new welfate program undu the block 
gtant; or linking eligibility to AFDC eligibility up to the national median income standard. 

Govemors urge you to consider the above recommenda1ions. 

Sincerely. 

Raymond C. Scheppach 

• 
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PROBLEMS WITH THE CONVlRENCJI! WlLVAU BIU , 
WITH MODIFICATIONS AS DISCUSSED BY NGA 

1. roo4 aea.p. BAS Cbi14 BUtritio~. The proposal would 6l1ow 
optional block qrante for Food Stamp&. and it does not clearly 
oppo•• a cap on rs spendinq. It .llovs seven, demonstrations of 
school lunch block qranta. 

2. SSI liSa. The propos.l accepts the two-tier benefit 
atructure tor dis.bled kidQ. and is unelaar Whether now rul•• 
abOut functional A•••••me~t apply immediately to c~rrent 
r.cipient~ ot 551. 

1. Child prot.c~iOA/Child ••If_r•• Th& proposal ~ay acoept the 
block granting of child welfara .n~ child prot.etion funda and ia 
unclear Ah¢ut eaintaininq tn. basic protections for abuaed Ana 
neglected children. 

4. Ka1Qte8&Dc. of Bffort. The prop~8al includos A 
Hoa, with 100•• d.finitione of wh.t countsL 

s. coat1ag.DGJ Fund. Th. propo5al improves the contin90ncy tund 
by adding $1 .illion and allowing for draw-~own ba••~ on 
increases in the 'oo~ Stamp popul.tion. It still dOGS not. 
howevert aeea to reSpond tully to th. potential needs of states. 

6. ..4iaai4 Lia.. The propoaal appears not to quarantee Meciaid 
covlkraqe to all thoae currently eligible. ". 

7. prohibition. on Ili?lbility. The p~opo6al Allows stat•• to 
deny cash benefits to minor mothers. rt requires states to 
impose a family oap unless the state axplictly opt. out. 

S: ChU4 can. Tbe propoal .dds $4 billion to mandatory
spendinq an~ adjusts wor~ requirements to b. mor. comp.tible ~ith 
th5 tUnds'availabla. It 40•• not continue current health a~d 
safety provisions, nQr an auequte &Qt a.1~.·tor improvin9 Child 
care quality. . 

9. I..i9r.a~.. Th. propoaal appears to axempt the elderly and 
di'Abled fro~ the ban. on ree.ipt ot 696istanc~. !t still, 
however, denies a••istanee to ~ny current leqal imftiqrants. 

10. aeo1pieut '~ot.otion.* The proposal explicitly repeala th. 
antitlom.nt; it includes no qua rant••• ot objective and equitable 
treatment or Qf pronpt review of eligibility and provision of 
as.iatanc.; it includes no provisions tor !.ir hear1n;a. 

TOT~ P.C-2 
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WELFARE REF'ORM 

Governor Carper has been conversing with Governor Eng!er in fill effort 10 reach a 
co:'npromlse IhM would be endorsed by Governors, the Administratlon ar.d Congress" . 

Th". is an agreement On the following areas wruth both .ides believe will provide 
gr••ter flexibility to Govemors, provide assistance to families and children and recognize 
the impcrtance of incentives for lmproved performlUlce and sustained success. 

I, Flexibility in Meeting Work l!equiremenl, 
• 	 Change the participation rate fonnula to take into accour.t those who 

leave cash assistance for work, 
• 	 Change the number of hours of participation required in fumr e years 

to 25 hours (20 hours for parents \\'tn. child under si4 
• 	 Count job search and job readiness as a work aC',i\ity ror 12 weeks. 

Tlus agreemenl vastly irr.proves the Conference Repon by reducing the numb.r of 
hours required for work from 35 to 25 and preserves the Senate provision of 20 hours for 
parents ,vlth a ch:1d under six.. job search and job readiness in the conference agreement 
were only counted as work activities for one month and are now extended to :; months. 
States eM get credit for their success in moving people to work by being able to (ount 
redp!enls who have left welfare for work in their participation rate, 

1. PenQrmance Incentives 
, 	 Grant cash bonuses (not a set-aside from th~ block grant) fo:- exceedit:lg 

employment related performance targets, 
• 	 Maintaln the teen pregnancy reduction bonuses as stated in the 

cunference agreement. 

We '" proposIng a 5% bonus of:he actu.1 block that the State set' Michigan 
agtees to this amount in principle but wants to look at the financial impact. This money 
would be given as additional funds rather than a set-aside. The bonus would be 
automa~icaUy provided based on the State performance liS defined in the Senate bill for job 
placement rather than an award to the highest performing states, This bonus is to be ~ '" 
added to tbe MOE :eduCiio:i that is called for in the 'Conference Agreement for the highest I"' ,i\ 
pelform:ng states, • .,.... t ~ i , 

The Conference Agreement language on bonuses for reducing illegitimacy ratios 
without increasing abortion is acceptable to both sides. States tbat reduce their 
iUeg:timacy ratio by 1% in any year compared to 1995 get a 5% bonus; a 2% reduction 
gets the state a iOOIc bonus. 
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J. Child Care 
• 	 Add $4 billion 

, 
Adds $4 billion to the funds described In the ruerence Repo ojs would 

satisfY the shonfall between the Conferen<:e Report t e estimate of need. 
Michigan will argue that revising the work requirements should bring the CBO estimate 
downward in order to meet the participation rate. We insist that money for child care 
is needed beyond participation r.te, to assist those who have left welfare for work. 

4 Contingency Fund 
• Add $; billion to the proposed funding. 
• 	 Add a funding trigger of Food Stamp ca,eload growth of 10% or 

greater. 

At an average of $400 per grant, the $1 billion in the conference repo~ could 
be used-up by 200,000 fumilies nationwilde in about a year. Addtng another billion 
dollars and a fait trigger makes this a more realjstic protection for states. a necessity in the 
absenct of :ndividual entitlements, 

The trigger would make it possible for any state to be eligibie for monies from the 
Contingency Fund'once its food stamp caseload re.ches a level at least 10% higher than 
;995. 

The unem?loYr.1ent trigger lOdudecJ in the Conference Report would remain an 
option to the Stale. 

5. Legal Aliens 
• 	Add the provision that legally ac:rutted immigrants who a.re elderly or 

disabled would not be denied assistance if there is no available sponsor 
income. 

The Conference Report proVIdes a 5 year bar and then deeming until citizenship 
for SSl and Food Stamps. This agreement protects elderly and disabled legal immigrants 
who have nO actess to a sponsor's support. 

6. Earned Income Tax Credit (ElYC) 
• Limit the savings from revising the EITe to ,$ iO bilhon.. 
.. Add a state option to advance the EITe. 
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This provision is in the Reconciliation Bm and not in the Conferen.::e Report. The 
impact cfBITe on the ability to put people to work is so important that it bears inclusion 
in this agreement A possible strategy would be to wait and deal with this issue as pal'! of 
the budget With that option, " the risk oflosing Republican support for lowering the 
savings Through thi, agreement, the Republicans are willing to lower the saving' from 
$ I 5 billion to $10 billion Trj, provides for some tightening orthis program, which no 
ones denies is necessary, while preseNing the bulk ohhi' critical SUppOlt to the werking 
poor. The state option to advance EITC is an added attraction, Thi, would enhance the 
incentiyes for work without overburdening state funds" 

], SSI 
• 	 Effective date for new applicants IS 199&. 
• 	 Children currently receiving senlces wilt have redeterminations based 

on curre:1t rules 

This agreement ,ub,tantially improves the Conference Repon by protecting 
current beneficiaries and postponing the effective date for new applicants until 1998. 
Currem beneflcilL~es will not only continue to b. eligible, they will also receive the full 
benefit amount 

• 

UNRESOL\lED AREAS 

Medicaid DeUnking d 

While recognizing that there are internal differences the democrat position has 

been to argue for guaranteed medical assistance to all current recipients. The Republicans 
are willing :0 arg'Je to guarantee medical assistance to all those eligible for the new cash 
assIstance program under block grants, Trus seems like the !ogical compromise since a 
relieves. the state from the requirement of maintaining two eliglbility systems for merucal 
assistance. 

2 Food ~s/Child Nutrition".- - ---
States have not raised issues in this area. The position of the Administrlltion. from ~ ",I)\.J..":? 

.t r the eonycrsation with B~_~e Reed! llhatJ12e seven ~demon$tr:aill>nsiQLc.hild ~\t:; \;:" \"" .1.1~ 
, ,I}.. ~jiroj/jrled rot ill.!!!'; Conference Agreement are accell!abJ,e;.ilut they would like . \'11'

dv~vt ,\,\ to not make it too easy for the states to go with. Block Grant It is difficult to argue for 
,v-ff a state perspective against the Conference Report since it makes the block gra.'lt optional


\l~ ~ In more recent conversauons, the admimstration is asking that the Senate lar.guage, which 

[;) S retains Ihe uncapped individual entitlement, be preserved. 
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), Child Proteclion 

The Republicans are looking for flexibility'and are willing to conoede on the issues 
oftbe block grant if they are .ble to find a satisfactory alternative They have put on the 
table the APWA recommendation as a possible option, This option allow, the state to 
choose be:ween maintaining the current uncapped entitlement \vitb all its Strings or 
choosing a block gr.nt with. capped entitlement. If the .tate choose. tbe block grant, 
it must $till preserve the individual entitlement If case10ad increases, the State mUSlose 
its own fund. to meet the .a..load needs, 

Other alternatives more advantageous to the states are being explored, For 
example a state could be given. Within the uncapped entitlement, flexibility to transfer a 
percentage of funds from child protection to family preservat'on, A way would have to be r, 

found to establish some outer threshold for overall spending in order to make thi, option £,.fV 
acceptable. ((11 0 ~ r;)'J/ 

4, Maintenance of Effort ClfJ 

The Administration'S position is very strong for presenting 80% MOE. The 
Republicans have been steadfast for 75% but .re now willing to move to 80% if 
fl"",bility for child protection i. oblamed, 

•• 

I 
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SUMMARY Of THE CONfERENCE AGREEMENT FOR HR 4, THE 

PERSONAL RESPONSIBILITY ANI) WORK OPPORTUNITY ACT OF 1995 


Ovuvit>w and updatt 
The conference agreement for HR 4. the Personal Responsibility and WOTt< Oppnr:unity Act of 
!995, 'was passed by the House on De.;embcr:!l (245 yeas ~ Iis nays} fhe' Senate on December 
22 (52 yeas· 47 na~'s) and selH to the Presidellt on Frid",)\ De..::ember 29. 1'195. The PreSIdent 
vetoed ~he bill or. iaml.aty 9, 1996. Jt is clear that the margin of support i3 not suffil;ient in either 
hou"e hJ override <l veTO, 

The outlook f.or welfa~c rf::form is now uncertain and lir.ked, to some degree, to the budget 
negoti:llions wh:ch may result in a ne\\' (and lower} sllvlngs requiremenf for welfilre refomi If 
Cong.ress and the President fire successful in re:lching an agreeme:lt on balancing. the budgtt. 
then it is likely that the welfare reform provbi1ons will be incorpottued: into the budge! 
reconciliation bill. If the budget situation remains unresol\'ed, welfare could be negotJ;1tcd 
separately. 

While the ?rt'"sidcnt has vetoed the bi!l~.;;t !fast $Ome of the strocHlr,,[ ana programmatic change~ 
contained in HR 4(in particular, rim.e limited welfare, tough ......ork reqt:iremenlS. the block 
!,!fanring of AFDC,and capped funding fer child care) will likely be in any bill passed by 
Congress. The ptognosis for a child protection block gfiln:. optional schoo! nutrition b~ock granl 
and optional food stamp block grants is unclear. Additionally, di~agreement stit] remains over 
the level of fundtng for child car(' 8t'ld the level of culs for ~ st"mps. SSl and be ..e:fi:s to legal 
immigl";l.I1lS. 

~BO e$ti.mate!). CBO estimates tha.t the HR 4 cOl~ference agreement fm;ing the new December 
baseline) wi!! result in saVingi' of $.64 billion over sevl!n yell'S, This includes almost $4 billion in 
Medicaid savings but does not include $2.5 billion in savings tl:at would be realized by denying 
SSl beot1fits to drug :lddicts and alcoholics. This SS; section was deJe~ed from the welfare 
conferena: agreement because it \vas included in the House-passed bill HR 268':, 111e S~nlor 
Citizens Right w Wor~ Act, 

ihe savings are le$s than tho~e projected usmg the March baseline ($72 billion) because r:H' new 
assumptions take imo aCCOlmt thaI AFDC case loads have declined signiflta"!tly below FY 1994 
levels below so that projected spendin~ under current law is Jc~s. In fact according to CSO 
proJected spending LInder HR 4 for the new cash assistance block g;ant and mandalory Chlld care 
will actually be gre(1mr than under CUrrent In\'.· program." until FY 200 I The bulk of the saving .. 
in HR 4 comes from changes in the SSI progr2m ~ $29 biilion (reduction jn SSl benefits for 
children and denial of SSl benefits to legal immigrants) and decreases in lhc fcod stamp program 
~ $26 billion (including denial to immigrants). 

<;9st!' or-the work requirement. CBO has recenlly released estimates of the costs t,o slates (child 
care and work program costs) of meeting the work participation rates under the HR 4 conference 
agrccment. These new estimates also lise the December baseline. CBO estimates thnl ((If(1/ (hi~tf 
care eM!> related to m~ting the work participation rAte over the period FY 1997~2002 to be 
$:6.43 billion, O\'er this same period, t~e bill pJ'ovides $9.8 billion In federal fund;ng.{$J billion 
of which is new money). Because sta(es. are reqUired to maintain FV 1994 child CJrt spe~ding 
levels and provide a match to draw down the new dollars, states Me exper..ied to spend $7., 
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billion to aCCess rhf' full amo~'nL TIUl$, combined federal and state spending. on ChlJd care would 
be $10.9 billion and would be sufficient to mee~ the child care demands created b\' the new \!!forb 
requirement. However, this does nQi tuke into aCCOunt child cart: funds states will need or want 
to spend On transitional child ~are and families al~risl\ of welfare. Cnder cvrreJi~ la~'. CBO 
estimates that total federal ar'iq stare ~pe!!dlng in these areas for FY 199)·201)2 would tetal 
almost S6 billion or $( billion tmnuall}, 

CEQ estimates the ~Hlr.k l''"ogram cOsts of meeting the work requirement to be $: 1,Q$ biJlivl't for 
FY 1997-2002. Th{! Temporary Assistance for Needy families (TANF} block grant 
c»nso!ids:tes JOBS funding in its base, essentiaHy at the F'Y 1994 level, bUI dO:$ !lOt provide any 
new money for a WOII-: program. In FY 1994, ;;otrlbine~ federal and stale spending on JOBS was 
$1.4 billion. Over the S1.( year peri<ld, CBO estimates that the work progr.'lm WCIlJld cos~ \if! 

additional $13.6 billion above whaT state and federal govemmelilS would have spent on JOBS 
during this period under c\lrremlilw, 

HR 4: CQnferel'lce R!}'Q01"t -;'he 'conference foport for HR 4 is sir-lilar to thr. weltare reform 
provisIons that W(;fe contained in the vetoed budget reconciliation ~i!t, HR 2491, with the 
inclusion of it~m:, that were stripped from the reconciliation biil because of possible Byrd rule 
ViOf;)iions. Thus, added back tnto the bill is the )"ortion of the Child Proleclion Bl\1ck Grant 
which is discretionary {$320 million 3 year)i the reautho:ization of the Child Abuse Pre\'ention 
end Treatment Act (CAPTA) in the form of a block l¥llllt; the exemp(ton of Slate and local 
declronic benefit programs (E.ST) from Regul<1tion E: the expanded wal\'er authority in the Food 
Stamp program; the requiremtnt that block grant funds be t!ppropriated through the; legL$lature: 
and the. state option to exempt families with Children under age one from the \\O~" requirement 
Additionally. the following changes wete mad>! prier to floor cons:de:mtloo largely in an attempt 
to meet S0me vf the concc~s of moderote Republicans and shore up their suPPOrt· . 

1. 	 ;\I;W Implementation dale (If October l, 1996 for the Temporary Assistance for'Needy 
Famifies (TANF) block gral'lt. child care b!O(.k granl and the child protection block grant. 
States will continue to receive funding for AFDC as an open~el1ded entitlement in FY 1996 
although states do have the option to convelt to the TANF block grant in FY 1996. 

2. 	 The addition of $1 billion more in mAndatory child care funding Thus, totall"lel1' child care 
funding would. be $4 billion over the six ye~ S FY 1997·2002, tra:her than S3 biHion (over 
seVen). 

j, 	 A \0% cut in lne Social Se~vices Block Gr;;:n fUl1diJlg lC\'el rather than 1.) 20% Cllt bc~in!'!ing 
in FY 199i, 

4. 	 Tnt.! addition of 5200 million into the contingency fund for 11 total of S! hi!lion (l\'er five 
year< (FY 97· FY 2001), 

5. 	 The addition o1'S\ billion to the child protection block grant spread O\';:r six years (above the 
level in (he reconc.iliatiol\ bill) 

6, A reduc.tion of SI"5 billion in the cut to child nutrition prosrams. 
i. 	 A child nUiritio!1 block grant OpliOl'l on a limited, demonstration basis. Or.e state in each Df 

seven COnsumer sl!rv~ce regions will receive it block grant 

A summary of the btU follows. 
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I. BLOCK GRANT FOR TUIPORARY ASSISTANCE TO NEEDY FA~UL!ES (TAl'iFl 

ITITLE 1) 

PurllOSe. To provide assiSt.lm:e 10 needy families with children so the_!, can bt! caree for in Illei, 

own home and provide parents with job preparation, work and support ;;trvices to t,>na~le them 10 

become self~sllfficient States. may also use funds on efforts to ?r('.\'~nt out-of~\VedlCh:k 


pregnancie:; ~nd encourage the formation and maintenancl:: of two"p<lreont families. 

Gnmts 10 states, 

, 	 Basic 2J;ar.t. Consolidates funding for AfDC. ,'OBS and Emergency Assisrance(EA) 11110 a 

$16J5 annual billion block grantto stat~s t.f:ginning in FY ]Q97 caJieJ tl1(" Temporary 
Assistance fer ~eedy Families (TANF) block g.rallt A state 's TA~f block grant llli(lca!IOl: 
""111 be based on tJitber the f(1eater of the average of FY 1992w 1994, FY 1994 or FY 19'15 
federal expenditures in the state on AFDC benefits and administration. emergency assistance 
and JOBS. For states choosing FY 1995. the Federal share of reported expenditures for thq 
first three quarters Will be multiplied by 4!J for an annualized amOl,lnt. States using FY 1994 
can add to their baSe an amount equal to 85% oftbe increase in £A expenditures from FY 
1994 to FY [995 1f, during FY 1994, the Secrctary approved a state plan amendment for the 
usc of EA funds: for family preservation, 

• 	 Supptemlolotal grant fund of5800 million for FY 1991·FY :woo r...)r Slates with high 
papulation growth and/or low grant amounts per poor person. Qualifyill~ $t1tes will rcct:ive 
an annual adjustment cased on 2.5% of FY 1994 federal el..penditures for ArDe, AFDC~ 
related ehild care, emergency assistance Md JOBS. A state must qualify in FY 1997 to bt' 
eligible, To qualify, a state's. level (If welfare spending per poor person must be less. than 
35% of the natiorJal average or have experienced a population increase of I0% berv.een April 
J, }490 to July L 199.t 

• 	 CQ:ltir:genc)' FUnd for State Welfare Programf-. ES1<lblishes a eontingenc), fund for stall;ls of 
$1 bllJion in m.ltchitlg funds Over five years {FY 1997·2001) for siateS that experience high 
unemployrnen:. To qualtfy. a sra~e must have an l.memploymo,>:l1t rate of at least 6.5'V.:. a:Je 
the average rate of unemployment for the quarter must be at least 10% higher ihan the: same 
quarter in either of:!Je two preceding ~ear~, States must ")5('1 meet a 1{10% maintenance of 
~ffort requirement in each preceding year. Funds are provided a! the FY 1995 FMAP and 
co.n not cxcew 20% ofa state's annual TA>.'F grant. 
'Preliminary bipartisan agreement would odd $1 billion 10 the contingen('y fund. 
States could also atct'Ss the fund by meeting II different trigger based on food 
stamps, Under this: trigger. states \"'ould be eligihlf for the t(lntingenc), fund if 
their food stamp caseload increased by 1O~/(I over FI' 19995 uselQad level!>. 

• Sepa!'ate block grant or set-aside for child c.1:re funds. (See below.) 
Cap go lldmjgi$itrative expenSt5. 15% c"P at! administrative expenses but the COSt of 
infucomtiol) technology and computerization needed fOf tracking and monitoring recipier,tS is not 
counted m tbe cap, 
~laintenance ofeffort. The conference agrel!m~nt includen\ 7Slj/(o maintcnam:e of effort 
requirement through FY 2000 based en a $tate'~ FY 1994 spending 011 AFDe. JOBS. and 
A'FDC*reiated child Care and EA. State expendirureslhat qualify toward meetin.g the MOE arc 
total state expenditures on eligible./(Jftrifies dut'ing the fis<:al year undt: all state programs for any 
of the followir,g.: cash assistance. child ~re assistance; eC'Jcational activi~ies related to job 
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training and work administrativ~ costs; and any ofh~r us~ of funds reasonably calculated to 
ac~ompljsh the pllrposes of the TANF. Eligible famjlie~ includes families that would have heen 
eliSible bui for the ap?!kation ofa fa7lily cap, the five·yeal lifetime bendit limit or the 
restriction on Jid to legal immigrants. A state's grant wOllld be reduced $1 for c:'Ich $1 that a 
£;tate's spending falls below the required mamtenance of effort level. Preliminary bipartisan IrJ? 
agreement to maintain 75% MOE- requirement. 
[ne-cljn date of <Klob~r 1, 129ti States do huve the option of implementillf!, the block grant 
i/". FY 1996 States lnat choose t11;s accelerated effective date optio!) must sub:nit a state plan 
wit11in three months ofthe bill's enaCfment. 
Trf!nsferabilit". Stares may transfer up to 30 % to the Social S"fyices Block Grant the, Clli1d 
P:otcction Block Graftt and Ihe Child Care and De....elopmen! Block grant 

p(!fsQual (mtrl!ct~. No provision, 

~f)rk rt'!U!irem(fnts. 

• 	 States muSt require a parent or caretaker receiving assistance under the prog;tlm :0 Mgage ill 

work ait<:f rec~jving ilSS)sfaflCe for' 24 rnomils, 
• 	 Parti;;jt!atjo..n...~, Stdtes must meet the following participation rates for sillgle plHellt 

families: 1996·15%, t997·1()&1o, 1998·25%, 1999·)0%.2000·35%. 2001-JO%, 'ZOO:! and 
{hereafier·5(j¢/;:, (Lower than Senate rates but not qui:~ as lOW a:;l:le HClU$C rates.) The Tales 
fOr two-parent families llre: 1996~SO%, 1Q9?~75%. i99S~75%, i999 .and ihere;after-90% 

• 	 t;ligihle work ectivities for pUrpOses of meeting the participation rate 3re unsuhsidized 
~mployment: subsidiz.ed privQte and p(lblic Sector employment; work experience: on ~the.job 
training: job search and job rcndiness (only in the first f(IUr weeks of partk:io9ri<m); 
\lommunit)' ~efvice: vocational educatiD:lal :raining (not to exceed 12 months for (fny 
indiVidual): job skills training directly related to emp loyment; education directly related 10 · 
employment for recipients 20 years Or younger who don't ha\'c a hj~h school diplDma or · 
GED: and satisfactory attendance at i1 secondary school for a recipient who has not · 
completed sl::r;onclary school and is a dependent chlld, or Ii head ofho\,lsehold under 20 yeiltS 

ofage, Vocational education is Hmitee to 20*/1) ofa state's case/one" (NOlI::: sfi'ltes may use 
TANF funds for other activities like adult basiC education and post~3ect)ndary educMioli out I 
an indn'idual's participation in thest! activities will not count toward the participation rate.) 	 •••Preliminary bipartisan agrtement would aHow job searl;'h And j()b readiness to · 

count as a work activity for up to 12 we~ks rather than only in tht first four 

weeks of pit rticipatioD, 


, 	 Required hcu12. To meet the part:cipation rate for §.lng}e parent families, the minimum 
average numher afhour per week is 2U hours for FY ~996. FY 1997 &. FY J998.; 25 hOUIS in 
FY 1999; 30 hours in FY 2000 & FY 2001: 3S hOUfS in FY 2002 and ;hereafter. Education 
and job skills training will not count toward meeting the fnst 20 hourS of parricipaticn. 
Preliminary bipartisan Agreement would reduce the maximum numbtr of hours 
of participation required in future years to 25 hours a week (rather than 30 and 

35). Additionally, Ittates may limit required hours of work 1020 hours for 

famiJies with children under age six and still bave them count towat'd 

participation rate. (The 20-hour option was permitted in the Senate-pa~sed bill,) 


• 	 y..."o~paret\t fJmilies must panitipate 35 hours <t week, Education and tr..tining will no~ count 
for Ihe first )(l hours, 

• 	 Calculation of m(JnYljy partici2:1lioll rate. State-s may not include individuals \\0'11('1 have 
worked their way offwelfare or sanctioned individuals in the numeratOr (as Senate bill 
would have aJlowed for 6 months} However, individuals sanctioned for faihlre to 
p.H1icipate in work (for up to 3 months) wi!lllot be counted in the denQtl1iliatOf 
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Prelirninarr bipartisan agnement would permit states to count tnward tbeir 
participation rate those individuals.wbo Jeave tash aSSi'!ltAnce for work. 

• 	 YounS s:.!illgsxemption. States may exempt smgle clZ5t(ldial parents with children under <lge 
('joe from the work requir~ment. TI:ese indiv,lduakwill be disreg3rded in determini!":g t;lil . 
particin!ilior: ~alC. ' , 	 , 

• 	 ~Reverse cbild care gy3rantee.~ states may not penalize individuals with children under age 
6 for fatlure to participate in work bec&\Jse of lack of child care Burden of proof to 
de.monstrate inability to find child care rests with the p3~erit. 

• 	 State penalty for failure to meet work requirement is a rna.x:mUlfi of 5% \\>ith the penaltv 
based on the se,·erity of failure. States may enter into a corrective action plan. . 

PrQ rats: red~£!!9.n in partisjpatioD rate, The Secretary WI!! establish regulations for granling 
states a pro rata reci".lction in the particlpatiDfl rate if a the number of famil;es rec~ivHlg 
assistal1ce under the State progfarn IS less than the rtumber of families that received aid in u:1d~r 
Title IV·A in,fY 1995. Reductions required by changes in federal law cr du~ to :;hanges in 
eligibility criteria do not count l' 

Prohibitjons: 
.. I~n prohiQjticl1. States hav~ the optIOn of denying aid to unmarried teen mothers and t::eir 

children, 
.. Eamily cap States must deny cash a'ssist,:mce to additlo':1al children born or conceivec while 

the parent I!. on welfare. States may llse funes for vouchers fo: service:, and goods fo; the 
child. States may enact;; law to opt our of the family cap provislOn 

• 	 "LSiJrnfare." States must deny assislar.ce t(\ unmarried teenage parents under age Jg \\·00 do 
not attend school (01 approved alternative traini:.g program). Slates must also deny 
ass.istance to teen parents nOt living i!'; the home of a parent. legal guardian. or other aduit 
reiative. lJnder certain clfCu'nstances. the teen and child may live in an adult·supervi$>;:d 
fadlity, 	 . 

• 	 F!v(:~vAAr Iif5:~ime .limit t{n 2snefits, Astate rna) not p~ovlde cash assistance (with federal 
blO¢k grant :unos) to a famlly rhat includes 1\1\ adL:1t who has received any assis:ance under 
the TANF gr;}nt fer 60 months. ChiJd·only cases are exempted:S~a:cs. may grant exemptions 
to up to 15% of the caseload tOr either reason of hardship or if the individual has been 
banered Qf subject to extreme cruel~y. Benefits received as a child will not count to,varc tne 
fivewyear lifetime limit on benefits received as an adult head ofth, household, 

• 	 States must deny a parent's share of the welfare benefit for failure to cooperate \\'ith thl? '.'~lild 
support agency! subject to "good caus~e" exceptions as defined by the >tate (States may deny 
entire fllmi!y.) 

• 	 States may not provide assisrance to a family unless the family assigns child support rights to 
the state. ' 

• 	 States may not dlliregard foster care, $Sl Q: Social Security old age assist:mce paYh1ents 
when determinmg the amount of assistance ~o be provided to a family. 

,Cllild SUR port ~isreear4, The bill repeals the current required disregard of ~he first $50 
monthly in child support collections distributed to the family" 
IJ.n..k with Medj£ajd. Elimmates autcmlltic eligibility for Medicaid for indi\'idu31~ rec~iving. 
~ash aSiilstance and repeals tran~jt(ona.t r.,·Jedicaid, States will set their own rules ar.d determine 
Medkaid elJgibility for recipients of .:cash assistance with the iimitatlOn that federal expenditures 
can not be greater than they would have been jf AFDC still existed. This issue under 
considerlltloo but not yet resolved in:'preliminary bipartisan agreement. Thjs issue 
also under discussion in the M~diC:"Qid talk.~. One option would guarantee medical 
assisbmce to aU those eligible for a state's new casb assistance program. The second 
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option would require states t(l maintain and determine two sets of medical 9!J.sistance 
eligibility standards (turrent and pa't). Thetbird option would a/low 'lattS t. 
mAintain and dettrmine two setS of medical assistance eligibility standards (current 
and pa,t). 
Waivers, Section 1115 waivers in ~ffec.t or approved as ofOctcber 1. 1995 will continue until 
their expiration although a stale will receive payment under tht TANF bloc~ grant in lieu of any 
other paymenl provided for in me waiver, Waivers are exempt from the amendments made bv 
the bill to the extent that sttch amendments are inconsistent with such a waiver. States may • 
terminate waivers and will be held harmless for accrued cost Ilcutrality liabilities if they submit a 
request 90 days after the first session of the statl,! legislature begInning after the bill's enactment. 
P~.rfnrm!Jlc(l lncenth'eJ 
• 	 No fund for performance bonuses. 
• 	 t:Jaintenanct . .of effort reduced fM sfate~ with btst or most improved nertormance. Beginning 

in f'Y 1997. for each of four performance categories, states will qualify tor;} reductio!. in 
their MOE ifthey are among the ftve highest seores and/or the five most impr(lved in the 
categor~. For each eategoty for whkh they qualifY, the state shll Ureceive a 2% reduction for I '7 
the fiscal year. TNal reduction for J1'State in the MOE may not exceed g perCentage points. 
The categories are reducing caseloads as a result of unsubsidiz.ed empk1}lnent; reducing the 
number offomlerly eligible families that become eligible again withm 18 months: in,reasing 
the average earnings offamilies that receive assistance~ and reduchlg the percentage of 
children that receive assistance. ' 

Preliminary bipartisan agreement would provide cash bonus" of 5% annually to 
states tbat exceed specified emplo)'mtDt~related performance target ptr(:entages. 
The•• bonu,., would ont be fUDded out of the block graD! bas •. 
Bonuses for rerl:ucing Qut-Qf-wedlock births. Uonuses to states that reduce ourwof-wedlock bi(t.~s 
without in::reasing abortions, Any state that reduces its iIlegilimacy ratio by one percentage 
poin! compared to FY 1995 will receive a 5% increase ill its grant. States reducing their 
illegitimacy ratios by 2% receive a 10% increase. Separate funding provided to fond bonuses, 
PreUmi()~ry bipartisan agreement would maintain these bonuses, 
Penalties, States are subject to penalties for the following: tor use of funds in viciation of the 
bill (repay amount 811d, if violation wa!'> intentional, an additional 5% of grant), failure to submit 
required report within one month of the end of a fIscal year (4~f~ of grant): failure to satisfy 
minimum participation rates (up to 5%· of gram); fllilure to participate in lEVS (up to 2%); 
failure to enforce penalties requested by child support agtncy(up to 5%); failure to meet the 
MOE ($t reduction in grant for each $1 below required MOE): and failure to timely repay a 
federst loan (reduction of grnnt by outstanding loan amount plus interest o~ed). Addjtionally 
the grant will be redueed if the state~s child support program is not in compliance with t!le 
requirements of IV~O. The Secretary muSt waive the penalty if the Secretary fmds the stale had 
reasonable cause to no\ comply. States may als(1 enter in10 corrective compliance plans \>Iith the 
Secretary in lieu ofpaying. penalties. 
Rept>rtil'lg requirements. Beginning luly 1. 1996. states most collect monthly and m required 
to pro¥ide quartetly reports providing extensive disaggregated case record information on 
families. receiving assistanu, States. may use sampling methods; the Secretary may develop 
procedures for velifying the quality Clftbe data submittoo. States must also submit annual 
reports on the use of funds to tover administrative costs and overheac; stale expenditures Ot] 

programs for needy families~ noncustodial parents in work .activities; and transitional services, 
Di1'f:ct {undin!! to eountig fQr demoDtltMltion!. No provision. 
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IUd),!" tribes. lndian tribes with an approved tribal family assistanCt! plan may direcr:y receive 
and admhister block grant funds beginning in FY 1997. (A state's block grant will be reduced 
by fhis amount,) States have lhe option of including indIviduals receiving assistance under a 
statt" tribal assistance plan in the calculation ofthei: work participation rates. Tribes tnSt have 
been JOBS grantees will receive an annUll1 grant equal to their FY !995 JOBS allocation. , 

II. CHILO CAm;. j;hild Care aDd D"elopme.' B12,k Grant (Till, VIOl 
FlJlldin£. O"er the period FY 1997. FY 2002, combines 59.& biUion in mandatorj funding (of 
which approximately $4 !;Imion is new money)and $6 billion in discretionary spending Into the 
Child Care and Development Block Grant (CeDBG). States must spend af least 70% of the 
mandatory funds to provide child care assistance to families who are receiving welfare, 
transitioning off welfare or who are at dsk of becoming dependent on welfare. A substantial 
portion of the discretionary funding il' to be used for Jow~income working fAmilies. 
PreUminary bipaniun agrnment to add an additional 54 bilJion in mandatory 
funding for cbild (ar<. 
• 	 Qjscrelion41), funding (repre5enting the old CCDSG) is authorized at $1 billion annuaily and 

must be appropriated annuall,·. Allocation of these funds to states is based on current 
CCOBG ronnula. 

• 	 ~budato[v fundi'lS or entittement funding levels ate S]J billion in FY 1997) SI.4 billion in 
FY 1998. $U billion in FY J999, $1.7 billion in FY 2000. $1.9 billion in FY 2001 und 
$2.05 billion in FY 2002, This funding is distributed in rn'o ways, 

t. 	 States will receive il basic allocation based en the higher of \vhat the stale 
received in FY 1994 or average of 1992~ 1994 for the repealed program) 
{AFDCll0BS child care, Tran$itional Child Care am! At-risk child care). 

2. 	 The remaining mvney (approximately $4.0 billion over SIX ~'earl\) will be 
distributed based on the currtnt "at~risk" fonnula and will require a match based 
on the FY I994 Medicaid match rate. In order t('> access these "new" funds, 
state$ must have spent an of their basic allocation and have mainlained their fY 
1994 level of state spending on IV~A chitd care. Unused f'.:.nds will be 
redistributed. 

CCDBG ru)es. Rules and regulations of the Child Care Development Block Gfllt.t apply to ail 
funds under the child care section, All fnncs must be ttar.sferred to the lead agency under the 
Child Care and Development Block Grant 
Limitations. There is a )% administrative cap Or'. child care funds--administtati ....e costs -docs 
no: include the cost of providing dJre:et servic.es, There is a 3% quality set-aside for consumer 
edlOcation, activities that increase parental choice) and activities designed to improve the quality 
and availability of chHd zare such as resource and referral. 
Ljeensing. Slates must cenify th:u they have licensing requirements llnd describe the 
requirement and how they are enforced. 
Trantferabiill!.: Up to 30% of the TANF block grant may be trans:etred into (he CCDBG, No 
funds may be transferred out Qf the CCDBG. 

Ill. CHIJ"l! PROTECTION ANI! WELFARI mu. Vll); 
This issue und~r consideration but preliminary bipartisan agreement meaDS there 
would not be a Child Protedion Bloek Grant but discussions tontinue un increasing 
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~exibility for ,tates to target adoption, family preservation or othtr administrative (£)
lmprovemenls. , 
Entitlemf>nt funding, foster care and adoption assist1nc~ mainu:nance payments are retained 
on an open~ended entitlement basis, with eligibility linked to the AFDC rules in effect b;:{ore the 
hiE's enactment, The federal matchu'Ig rate wi;] be the FMAP in eff¢¢t 00 the day before 
enactment. 
Chi1d Prote'c.tlon Block GOlDt. Consolidates rhe rCr.liining IV~B and IV E programs ~~ foster 
care and adoption assistance ;idministration and training, family preservation and family supper.. {j)7 
independent living and IV~B discretionary child v.elfare programs into a block grant Funding is 
provided as an entitlement to states bee:inning at 52,\)47 billion in tv J997 and riSing 10 $2.76 
billion in FY 2002. An additional 5325 million in discretionary funds is authorized 3:1/'Jually. 
Effective'datt is October 1, 1996. 
DAhl repDrting and information sntems, Eliminates enhanced funding and federal match for 
meeting the systems J'tquirernents for the Statewide Automated Child Welfare Informa:ian 
System (SACWIS). Repeals the Adoption and Foster Care Analysis and R¢portin~ SYSlem 
(AFCARS) and replaces them with new dau reporting requirements. States can use the block 
grant funding for information systems, 
State ",llocations, A state's proportional share of the block grant is based on either the average 
(If FY 1992·19940'1' FY 1994 fedtra~ expenditures in the state on the ccnsolidared prOgrams. 
States arc not permitted to transfer of funds out of the Child Protection Block Grant. 
Maintenance of tf(ort States are stlbject to a mainT<:ncnce ofeffort requirement of 100% in FY 
1997 and FY 1998 and 75% in fY 1999 through FY 2002 based on ,Iate spending in FY 1994 
under Title JV~B and IV-E. States that fail to meet the MOE will h.nie their gram reduced by the 
difference and a 5% penalty imposed. 
Stand@rd'L In order to receivf funds. a state must cenify that it meelS certain standards and 
protections, (Similar tc current 14v.' St~tion 427,) States Ilte tequired to establish at least three 
citiun review pllllels. ' 
Removslqf barriers to iut~N!thni(' placement. States arc p,rohibited from delaying Or denying 
placement on the basis ofmee, ethnicity or national origin. A state would IO'se J0 percent of its 
child protectron block grant fur.ds for II violation. 
Cbild and_ Family S~rvices Block Graftt. Creates a second, discretionary, block granl 
authorized at $230 million from Child-Abuse and Treatment Act (CAPTA) programs. 

IV, CHII.P I!!lTRITION (Till, LX) 
Cbilfl lind Adult Care Food Pr9i,fam, Restru<:tures th~ m~al reimbursements for family day 
care homes in the Child and Adult Care Food Program (CACFP). Cum::.t law reimbursement 
rates would continut for family day care homes located in areas in which at lust 50% of the 
children art in households that are ~Iow 130% of the poverty !evel or are operated by a provider 
whose income is below i30% of the poverty level. AI! other homes woold receive a lower rate 
although a provider could claim a higher rate for .;bildren from families whose income is below 
130% ofrhe p~werty level. 
Summer F{}od Sen'ist Program. Reduces the reimbursement rate for breakfast. lunches and 
snacks served under the Summer Food Servic-e Program. 
Bl(I('k irant demoMtratipn. E.stablishes the School 'Nutrition Optional Btock Grant 
Demonstration Program. One state in each of se\'en USDA consumer service regi(\lu may 
receive their scl'loolluneh and school breakfast funds as a block grant A state's decision to 
parti\;ipate is- irrevocable untii the termination of the program on September 30, 1996. The state 

• 
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must comply with t\ number of requirements and ensure tha~ tbt! proponion of I"w income and 
needy 5tudents servet! under the block grant demonstr!tiO:l is not less than lhe proportion of such 
students served under the School LUllch and School Breakfast programs m the last year prior to 
the bloc" grant 

v. FOOl! §TAMPS crill. Xl_ 
Optiogsl block erant. Slates have the option to cheese a food stamp block gram jf they have a 
statewide EST program or an error rate of 6 % Of less in their quality control system, States 
with hIgher error rates may be able to pmieipate ifthey pay the difference bet\lleen 6% and their 
error rate multip!led by their annual state benefit issuance. A stale Illay revoke its decision 
return to the federal food stamp program but it \\'ill not eli~ible for the block gran: again. A 
state's allocation will be based on the average ofFY 1992·1994 or FY 1994 federal spending in 
the state for benefits and on the average ofF)' 1991~J994 or F\ 1994 federal spending in the 
state for administration. impos~s a 6% cap on administrati..,e costs. Use of the block grant is 
limited to provision offood assistance through such ,means as EBT, COUPMS limited to food 
purchases and direct provision of commodities. States mUSI maintain a food stamp quallty 
control system for the b:o;;:k gtan~ and will be subject to the regular food s:amp program QC 
system including incentives I.md payments. Food stamp work requirements also apply. 
£Iectrogis bendit transfe~ Mandates states to implemtnt an electronic benefit transfer (EST) 
system for the rood stamp program by O,ctober l, 2002, unless the Sec(¢tary provides a waiver 
because a state faces' -lsual barriers to impleme:ltatf;:m. (jives states !he option of usmg a 
photo ID on the EB1 d. 
Adju,table food $tamp cag, Sets an adjustable food stamp 1;31' whic::' the Secretary may adjust 
in May based on changc!I in CI$eload in the past 6 months and October based on changes in the 
cost o((h('. thrifty food plan. ({program funding requirements should still exceed allowed 
obligations. then benefits wi!1 be r~duced, This i!!ue undtr consideration but unresolved 
in bipartisan discussions. 
QualitI control. The current quality cOlltrol system is retained. (House provis.icn to ronbac~ 
t(ll988 was ~jected.) , 
Simplified food stamp P[9Eram. State may operate a "simplified fcod stamp program forU 

households in which all members are receiving assistance unrle~ the TA~f Block Gr~nt. 1}l~$e 
households would be automatically eligible fOf food stamps and food stamp b<tncfits could be 
determined by using rules and proce4ures of either programs or a combination of the tWl::L 

(Generally follo\\>s Senate !angua~e.) ,A state's simplified plan may not increase costs to the 
feuctal go... ernment If it does. the state must enter into a.nd carry out Ii corrective action plan or 
the Secretary m'(;st terminate the !ltate's simplified program, 
Employment Initia.tivn Progra.m. Qualifying states may cash out fl1o<l stamp benefits to 
individuals who ~ave worked in unsubsidited employment for at least 90 days:, earned at least 
$350 Ii month and is receiving benefits under TANF. Qualifying statt$llfe {hose whe-rf'l at leaS1 
50% Df tlie fQoci stamp households also rece.ived AFDC duriog the summer of 1993 
Work $upp'emen~ti~n. Pemlit5 states to operate a woN.; supplementation or support I>fogram 
where the valUt of pubhc assistance including food stamps is provided to employers to be used 
for Ili-rin$llnd paymg the recipient 
New W9!.~ requirement. Imposes a. ne\V work requirement (10 indiVIduals aged 1&.50 without 
dependents. These individlJais would be intligible {or food stamps after receiving: food stamps 
for mor~ than 4 months unles! working or participating in a: work program for at least 20 hours a 
week. (Job search does not qualify.) 
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AdOOO~OHd NOILVA~2S3~d 

FQad Stamp EmplDymtntand Traiping Procram, Generally. allov.s greater state flexiuility 
and pr'(lvides increase-d funding of $77 mJllion in FY 1996 rising to $95 million in FY 2002, 
Requires the program to be carried oUI through a statewide workforce development S)'stem 
unless- the component is not available loc~lI}' through the system. ' 
Waiver Author;ty. Broadens the type of reforms for whieh sta~e$ may seek WaiVl;!f autht,rity 
Including to jn~rease self sufficiency and undCl1ake innovative welfare reform strategies. 
However, Secretary ~ay not approve new caslHlut l'r~iects, any transfer (If funds to another 
public assistance program and any liOn-time limited proJects. 
Atiustment to thrift.,. Coqd plan. Sets maximum food stamp benefit at 100% of 1he cos! (If the 
Thrifty Food Plan effective October 1. 1996, adjusted annually. (Current law is 103%.) 
Deduction..., iueome and 8S5.!Ui. Freezes the standard deduc.tion at the FY 1995 levels and cops I 
the excess shelter deduction. Counts most energy payments as income Sets the vehicle asset (,,",0 
th:eshold al $4,600, 
Redudion ~f gubUc ilssi9tanCt benefits. Individqa!s whose benefits are reduced under other 
means-tested program (as a penalty) can not have their food stamp allocation increased. The 
state may reduce the food stamp allotment of the household by up to 25%. 
DisquaJifitathul dut to chUd suJillOrt arrean. Requires states to disqua:ify from food stamp 
eligibllity those individuals who are in arrears in child support payments (unless lhe court ha!l 
allowed 1he delay or individual nus entered into a payment plan). State option 10 discontinue 
food stamp benefits for custodial and non·custodial parents who f3il to coopt:rttt,e with the child 
support agency. 

\1, SUPPLEMl::-iTAL SECURITY INCOME (SSI) (fide iii 
SSI for.j:hildnm: ,

• 	Maintains ~ntitlement but revised eligjbil1ty criteria. Eliminates the comparable se..·erity and 
"Individual ized Functional Assessment" for determ il1il1g eligibility for childl'¢l'I, Only 
children wno mffi or equal the MedIcal Listings ofimpaimlent<; will qualify for SSL 
Requires the Commissioner to eliminate references in the Listing to maladaptive behavior in 
the domain ofpersonallbehavloral function, 

• 	 Two~tiered payment SYSlem. Children with the most Severe disabilities who are or would 
otherwiso: be institutionalized wilt receive J00 percent of a cash benefit. (The criteria varies 
depending on whether the child is f:luder age six or six and older.) Children with a lower ItfVel 
of severit}, hut who me!t the medical listing of impairments will receive 75 % ofthtir 
current benefit level. 

• 	Effective date for new applicants is date (if enactment. For current beneficiaries and 
redeterm ir,atioflS, the effective date is January 1, 1991" 

• 	 Re~uires the Commissioner to conduct CQl1ttnuing Disability Reviews at least once every 3 
years. 

Thb issue under cODsideration but unresolved in bipartisan discussions. 

Stllte Supplemtntalioo Proerams. Repeals the maintenance of reQ41irtmen! appliC<1ble to 

;;PtiMal 5t8t4 programs for supplementation of SSt OOncfits effective the date Of enactment. 


VII, IMMlGRA'flQN fTill.11;] 

Fpod stamp And S8l baT" Cuttent and future immigrants are barred from food stamps and S5! 

until attaining cith:.enship, Exemptions granted to refugees in tr.err first five years in the U.S.; 
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veierans. active duty service members and theIr spouses and dependents: and individuals who 
have worke.cllof.g eaough to qualify for soclal security (usually 40 quarters,) No exemptions: 
forthe elderly. 
S~year ban. New er.trants ate denied all other federally means·tested benefits for fiye years after 
arrival In the US with same exemptions as above, Programs not included in the bar indue¢' 
emergency rn-edical SCf'IIICCS, child nutrition. irnmuniz3tion programs, foster cart a;;d adoption 
assistance, higher education loans and grants and Chapter 1. 
Deemil!l: until dtilensoip required for federal m.eanHested programs (same indi .... idual and 
program exemptions as above) for currtnt immigrants and new immigrants after thei~ tirs( five 
years. 
State gptkm!. New immigrAnts would be barred for five years from Medicaid. Title XX and 
the TANF block grant. States have option to deny or r~strict benefits under these programs for 
current immigrants and new immigrants (after their first five years). State authority to' limit 
eligibility of immigrants for state and local means-rested pro8:rams. , 
Affidavjts or support. Sponsors' affidavits ofsupport are binding and eniorceable aga)ns! the I 
sponsor until immigrant attains citizenship. I 

Preliminary bipartisan agreement would add tbt provision tbst legal immigrants. 

whQ are elderly or disabled w()uld not be dented assistance if there is no available
, 
sponsor income. Under discussioD but unresolved is explicit exemptlon for Cuh..ns 
and Haitians. 

VIII, CHILD SUPPORT (Tld,lm 

U~'Itrib!.ltion. Post.welflJfe arreuages .mu!lt be paid to the fMliJy first beginning Octobt':r I, 

1997. PrfHvttfllre arrearages will also be paid to the family first bt:t effective di:!.!e for this 


. provision will bt October J, 2000. If pre-welfare amarages paid to the family excci:d $tate 
Sa1.ings from lhe elimination oftne $50 disregard a:J.d other metnods of improving collections in 
the bill, the fede:al goyemm~nt wi!! pay the difference to the slate, . 
InCtDth'e adhl$tm$i!ltl!. The S~cretary wm develop a new performance-based incentive system 
to be effective October I, 1997. 
System~ automRtill.~. '€xtends the 90% enbanced match for state implementat:on vf cata 
systems requirements that were created by the Family Support Act until October 1, 1991. S13tes 
must have submitted their advance planning document by May 1, 1995. lncre6-ses the funding 
available for new systems requirements to $400 million from the $260 minion. origir.ally 
included in both bills. Provides:1rt t'hhanctd match of 80% for new reqdrements. 
Dtnjal of federal mfan!i~tt§ted benefits. Strikes Senate provision that would have required 
denial of means·rested benefits to noncus';ooial parents mo:e than two months behind in child 
support 
Paterni!y estabUshJpel1' rste, Increases the paternity establishment rate from 75%) to 90%. 
States failing to reach it or make adequate progress will have tneir TANF trrant reduced. 
Paternity establiShment rati{) is amended to be based on aU children born out-of-wedlock, no!ju'i:\ 
those receiving AFDC or child support services. 
~ew mtmdaiS§. States must establiSh an automated centra! registry ofIV~D Case recordi and 
support orders. and all automated directory of new hjres; operate a centralized unit to coEect and 
disbutse aU chUd support orders (not just IV-D cases); and mee! expanded requirements around 
enfor<::ement ano paternity establishment States are requiTed to adopt U1FSA by January 1, 
1997. 
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Ad080~O""CJ '<OI";'VI\83S3tid. 
LlUIl3Q, Requires states to have laws suspending drivers. profe~siollul, occupa:ional i1;-,.d 
recreationallicensc·s fl')r overdue child support. 

IX. MISCELLANEOUS (Title XI) 
ADJu'gpriatioll of funds hy ~Utte luislatun, Requires that block grants mUM be appropriated 
in accordance with the laws and procedures applicable to expenditures of (he state~s own 
revenues, including appropriation by the state legislature, Applies to the cash assistance. child 
care" child protection and optional food stamp block grants. (This would preempt state law in a 
number of states.) , 
SQ.c11l1 Services Block Grant. Reduces the mandatory spending level of lhe So\;;<11 Services 
Block Gran! by ](j% r.eginolng in FY 19Qi from $2_8 billion to $2,52 bHlio:'l annually. 
Electrop's: 8$ne£i1 Transfer (£81') programs, Exempts state Ilnd local governml:'!nt c!cctrtmk 
benefit transfer programs from Regulation E of the Electronic Funds T:nnsfcr A£L 

EARNED INCOME TAX CREDIT. Preliminary biparti,an agreement to achie... · 
$)0 billion in saving' from the EITC and to add. ,t... option to advance the EITC. 

..--' ,._---_. 
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National Governors' Association 

MEMORANDUM 

To: 	 Cannen NaMrio 
Jerry Miller 
Maui'a Cullen .,,/ 
LeAnne Redick 

From: 'Susan Golonka 

Dare: Fel>fuary 20, 1996 

Re: Clariflcation of NGA welfare reform polky as per our discussion on FebllJary 15. 

l have described below the: agreements and decisions we reached in several areas of our policy. 1 
will be workio& later today to put anoiner paper tOiether which will put some more detail into 
our child welfare section of the policy. :Plcase reVIew the discussion below and let me know of 
any changes. addllior.s or corrections needed. Thanks! 

I. Allocation of Child Care Funding, , 

Total ma"d~nory Of entitlemem funding to stales for FY 1997·FY 2002 is $13,85 billion which 

will be distributed ~n twO ways. 

L $9.95 billion will be divided equally among each of the six years for.an annual allorment of 


$1.658 billion. (This amount repr;!sc:nl.' the original base entitlement funding of 55.95 
billion plus the additional $4 biHion propo~ by rhe Governors.) A !i1,He will receive irs 
proportional share of this amoUnl based en (he greatest of federal expenditures In the state 
fol' AFDC-related child care in FY !995 or FY 1994 orthe average of FY j992-1994. (Note: 
the Governors have added FY 1995:a5 an allowable year for determining base allocations to 
a :::tare.; Slates would be allowed 10 carryover unused funds into the next fiscol year. tin 
HR. 4. this first tier of funding would not require a SUIte matCh] 

$.. ""~':.~;'r.-><~ 1"""1. .£ 
2. 	 The remaining fundS. apJroJ.imatefy S19,biHi will be allocated as described in HR 4, sec,' 

4) 8 (a}{2). Remainder: lSlatcs must h~Ye:.: I their initial allotmem described above ilnd 
have spent Siaie dollars on child care eqtwJ IO heir FY 1994 state spending: ror AFDC-relared 
child care. The funds will be di~tr!buted u~ing [he At·risk formula and with a matching 
:equiremem (FY 1995 ~1AP), According to CRS, loutl matching funds to Slates would be 
$295,5 million in FY 1997, $394.5 million in FY 1998, $493.5 million in FY 1999. $691,5 
million in FY 2000. S889.5 million ir. FY 2001 and SI,038 million m FY 200U2. 

n. 	Work R~qulre:ment. 
• 	 HOlln of particip.11~on, For allj'amUies. the minimum average number of hOUfS per week tliat 

a recipient must be engaged in a work. a.ztivity to be wunfed (oward the WOrk participation 
tare is 20 hours in FY 1996, Pi J997 and FY 1995. and 25 hours in FY 1999-FY 2002, For 

I 

" 




, 
twa-parer.rfamilies, the minimum average number of hours per week rhat a.n o.dult must be 

engaged in a work activity (¢ be counted toward the work panicipation rate is 25 hOUfS. 
• 	 2Q..hou( ogsion, States have the option of limiting required hours of work to 20 hours a week 

for al families, including two-parent families that have a child under age S1>•. 
, 

111. Contingency Fund, 
• 	 MOE and mat~h, Tbe 75% mainl~nance-of--effort requirement for the overall block gran! 

.lIsa appli~s to the contingenc)' fund: States. will draw down the contingency funds al the FY 
J995 FMAP. 

• 	 Food stamp trigger - A state may access the c<lntingtncy if it experiences a 10% increase in 
the oumber of I;:hildren receiving food stamps in any month compared to the 3verage monthly 
number of chlldren receiving food stamps in the base year. States mily select FY 1994 or FY 
199.5 as their base y~aJ" 

lV. Performance incentives', 
The Secret3.ry of Health and Human Services, in con~ulra£ion with representatives af the 
National Governors' Association and the American Public Welfare Association. shall develop a 
formula fOt allocating annu.'ll performance bonuses to states that exceed specified employment
related performance target percentages. St3~es may receive bonuses in an amount equal to up to 
5% of a State's cash assistafJc~ block grML The Secreruty ma}' consider such criteria. as the 
number of famllies that~C"ome Ineligible for assistance as a result 0 "subsidiud employment, 
or the extent to wbich a state exceeds the work participation rate requirements, Co ~ ..J. ~:.-

~"l{,.~ ~ 
V. Fair and equitable treatment. 
Se1te plan requirement that the State sel forth objective criteria for the delivery of benefilS and ",1 
determination of eligibility. The state n:ust also provide for fair and equitable trei\tmen~~ao *~,t ;j 
opportunity for a recipient who has been ad'oersely affected to be heard in a state administrative 
or appeal process, 

VI. Child \oI,effare, 

Adopiton 3.);$tsrance will not be included in the child welfare block grant. (l will be pr~parjn& II 

separale paper de~cribing the child welfare provision~ in detaiL) 
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E X E CUT I V E OFFICE OF .T H E PRE S r DEN T 

20-Feb-l996 07:05pm 

TO: 
TO: 

Kenneth S. Apfel 
Bruce N~ Reed 

FROM: Jeffrey A. Farkas 
Office of Mgmt and Budget, HRD 

CC: 
CC: 
CC: 

Barry White· 
Keith J~ Fontenot 
Lester D. Cash 

SUBJECT: HR4 Child Care Funds 

This is just to prov~de you with some information on child care in 
HR 4 and as proposed by the NGA. 

The conference report would provide mandatory Federal child care 
funding of $9.6 billion over six years (CBO estimate of outlays). 
States would need to spend approximately $7+0 billion to draw this 
full amount down (except potentially as noted below). The total 
Federal/State child care amount would be $16.6 billion. (This 1s a 
6-year total because the child care provisions would take effect 
beginning in FY97 .. Over 7 years, the State/Federal child care 
level would be $18.6 billion including the FY96 baseline level.) 

In general, the MOE/matching structure works as follows~ States 
receive a base child care amount equal to the higher of their FY94 
child care level or the average of their FY92-94 levele. (For all 
States in total, this base allotment equals approximately $1 
billion annually.} There is no specific MOE requirement in the 
child care section to receive these base funds, however~ The only 
requirement for States to maintain spending at this point is the 
general 75% MOE provision under the cash block grant, which would 
count State spending on child care as part of the overall MOS. 
States could presumably receive their full child care base 
allotment even if they didnlt maintain their child care spending 
but did maintain spending in other areas sufficient to maat the 
b~ll's 75% MOE requirement. The base child care allotment ($6 
billion total between 1997 and 2002) could thus potentially have 
very low State child care spending level associated with it~ (NGA 
would add their unmatched $4 billion to this base $6 billion 
amount, which could make for a very big pot of mandatory Federal 
child care $$$ with relatively lax State spending requirements.) 

If States wish to receive more than their baSG,allotment in child 
care, the MOE/match requirments change dramatically under HR4~ In 
order to draw down the additional approximately $3.8 billion over 



Six years 6 the child care section of the bill requires States to 
maintain their full FY94 spending level on child care and then to 
match any amounts above their base allotment at the FMAP rats. 
This 1s much tighter than the MOE provision on the base funds. 
State spending on child care would have to equal about S7~O 
billion over six years to draw down the full amount. 

Interestingly, the NGA amount roughly equals the additional 
Federal child care funds provided in HR 4, but without the strict 
match. For the same amount of Federal dollars z I know which I 
would prefer if I were a governor. 

4:- :5. 0 "" ':l:5 % 
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E X E CUT I V E OFF ICE o F THE PRE SID E N T 


21-Feb-1996 01:44pm 

TO: 
TO: 

Bruce N. Reed 
Kenneth S. Apfel 

FROM: Jeffrey A. Farkas 
Office of Mgmt B,nd Budget, HRD 

CC: 
CC: 

Barry White 
Keith J. Fontenot 

.SUBJECT: Senate Child Care 

This 1s in response to your question this morning about child oare 
in the Senate bill. 

The Senate did not create a separate mandatory child care block 
grant. (It did, however, reauthorize the existing discretionary 
child care block grant.) Mandatory child care funds were instead 
folded into the cash block grant with (1) a special child care 
earmark equal to the FY94 annual level for child care (roughly $1 
billion) and (2) an additional $3 billion to be split over the 
first five years of the program (FY96-00). 

~hile not a separate block grant~ the State MOE/match structure in 
the Senate bill is somewhat similar to the system in the 
conference report~ The earmark would have been subject to the 
bill's general 80% MOE provision, while the additional $3 billion 
would have required States to maintain 100% of FY94 spending on 
child care and then match any amounts above their FY94 allocation. 
The major difference is that the additional funds States have to 
match expire after 2000 under the Senate bill~ whereas the 
Conference includes match funds until 2002. States would therefore 
have lower spending requirements under the Senate bill compared to 
conference~ 

The Federal dollar amounts between Senate and Conference also 
differ. The base Federal amounts are in the same $1 billion 
ballpark, but the Senate would provide $6.4 billion total Federal 
over five years ($1.4 above CEO baseline) and $9 billion total 
Federal over seven years ($1.2 billion above cao base), while the 
Conference would provide slighlty less over five years, $5.7 
billion, (SO.7b above CBO baseline), but more over 7 years, $9.6 
billion total Federal ($l.B above CBO baseline). (Start-up is 
assumed to be in FY97 unde'r both situatic:ms.) 

realize again that this is dense~ Please let me know if you 
have any more quest~ons. 
I 
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E X E CUT 1 V E OFFICE o F THE PRE 6 1 DEN T 

21-Feb-1996 03:52pm 

TO: 	 Jeffrey A~ Farkas 

FROM: 	 Bruce N. Reed 
Domestic Policy Council 

ee: 	 Kenneth S. Apfel 
CC: 	 Barry White 
CC: 	 Keith J. Fontenot 

SUBJECT: 	 RE: Senate Child Care 

Thanks -- that's very helpful~ So the basic differences b/w 
NGA and Senate are: 

I} MOE for 	earmarked pot is 75% in NGA, 80t in Senate 
2) Matched pot is 53.9b in NGA, $3b in Senate (both require 100% 

MOE to qualify) 
3) NGA requires state match for 7 yrs instead of 5 in Senate 
4) Total federal spending is S13.6b over 7 yrs in NGA, 59 billion 

over 7 yrs in Senate 

In other words, except for the overall MOE, the NGA proposal is 
much better than Senate on child care. Right? 



The National Governors' Association Legislative Draft of the Welfare Bill 

AFDC, Work, and Child Care 

The draft implements nearly of all the changes recommended by the NGA, including an additional 

unmatched $4 billion in chil~ care, flexibility in meeting work requirements, contingency fund 

revisions, State plan provisions on fair and equitable treatment, flexibility on family caps, and 

greater hardship exemptions. ' 


The draft modifies the NGA provisions on perfonnance bonuses, Instead of providing 5 percent 

bonuses to all Slates who meet certain employment targets (as the NGA proposed). the draft 

maintains the conference provisions that would allow States to reduce their maintenance ofeffort by 

up to' 8 percentage points and also provides a 2 percent cash bonus to States with the five highest 

combined scores in a. new performance grading scheme. 


Cbild Protection ' • , 

The draft language is confusing as to the treatment of foster care and adoption assistance benefit 
pay~ents. It is not clear whether the language intends a foster care block grant. The 1994 
maintenance of effort levels would be continued and States could use the funds as they see fit. The 
language also eliminates the Family Preservatkm and Support program, creating an alternative, 

• ;Iarger mandatory block grant. The Federal oversight role would be diminished, including authority 
!o intervene if Federally mandated 'chi1~ p'rot~ctjons are no~ being provided by the States .... ,~.. . 

~" I .., ,
" . ...., , ..' 

Food Stamps , .. " t~ ~~ ~ ""'" " ~ 

Despite the Governors having propoSed. two ,dra~atic ~hangcs to the Food'Stamps sectl_on of the 

Conference welf~re bill.hhc ~GA dmftdoes not ini;:hide'~riy 6f~he Qovemors' improvements,' The .'. ~ 


NGA supported reinoving the spending cap on the food stamp program and adopting the Senate's ,,'
approach to deductions - which would have eliminated the eap on the sbelter d~duction~· '~ .. 

. 1 ." I' ',,' 

Child Nutrition .,.' I".' ,.., .. 

Tbe current NGA droft docs not include any oftbe changes for whlch the Governors indicated 
support, including eliminating the school lunch block grant demonstration project to be repla.ced by a 
school lunch administration block grant. . 

Supplementni Security Income 
On eligibility restrictions for childhood benefits. the effective date is delayed to January 1, 1998 for 
both current recipients and new awards, as indicated in previous NGA materials. and the conference 
provision creating two tiered benefit levels is deleted, NGA was silent on SSf drug addiction and 
akoholism (DA&A) and the draft contains no provision. as is consistent with conference. NGA was 
also silent on provisions in conference to (1) link the age for eligibility for SSI elderly benefits to the 
Social Security nonnal retirement age and (2) repeal state supplement maintenance ofefforts 
requirements. The draft contains these provisions. Savings in NGA languagc exclude $3 billion 
over 7 ycars from SSt DA&A and revising the effective date for childhood eligibility provisions for 
new awards to date of enactment. 

Benefits to lmmigrants 
NGA stated they neither supported nor opposed legislation in this area. The draft contailis no 

provision on immigrants but it could be assumed that conference language would be used. 




, , 
, 

, ' 
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AS ADOPTED 2/6/96 

WELFARE REFORM 

The Governors beJil!Vt thai our nati()rl J leaders are now factd with an historic opporw.rmy 

and encrrncus respcmsibility to reslrUcrure the federa/~stale pmtntrship iff providing services to 

needy familia. We, tht! nation:r GovertWr!, are committed to achieving meaningful weI/aN! 

reform ~ The continuation of .he c""ent welfare system is wUicceptable. Congress has 

made significart1 effons lOward making changes rhat will aUow states the flex£biliry to build 

upon the lessons SUlla have 'earn~d through a decade of aperimemadotl in welfare niform, 

The President has also voiced his commirmenl It) achieving wdfare reform and has con.tinUf!d 

to grant W(1iVCTS f() sttJta to facilitou: uptrimenlation.. We W'1Jf! Congress and the President 

to join with the naHan '5 GOVl!rnors m support of a bipartisan agreement thai will reallocale 

responsibilities among le~Js of govt'mmenl, maximize state flexibility, and restructl4re welfare as 

a transitional program with a focus on work and seif-suffidency. We believe, hOwt!ver, that 

children must be prauCled Ihrou/{hm,1I the reSlTUCturing proce.u, 

Stille experience in wclfarr Uf(mrl has demonsTrated that three' elemen/J are particularly 

crucial for successful ...'t:lfar~ rr/(II'trI: tWl{au must be temporary and linked fo work; both 

parents must suppon Ihri!" chi/dun: aNi (hild care must bt; available fO enable low~income 

families with children 10 work. AddmMillly, to"( btlin;e rhal block grants should be entitlements 

to stales amJ enablt' staus brotUi di$rrtti()ft in 1M design of their own programs based upon 

mutually agreeti upon goah. ...., auo bditw rhar SI(1leS should hllve access to supplementar), 

matching ftMerill [uruiJ for th,ir nUh <U1t1U.lttCt programs during periods of economic downturn. 

The conf~f(tnce ilgrumtm on HR 4, the Pnsona( Responsibility aM Work Oppartunily Act, 

incorporated man)' of rhnt t'1(mt'l11!" bUI to't also believe funnel" cJumges mUSl be made (0 

create a sound and ....'clrkohlt welfart 'tform bW. The National Governors' Asscci(1tion. would 
, 

support lne HR 4 con{t'r,nu 'ag,.,an,m wirh the changes listed below. The afJsence of 
recommendations on lh~ rrsmctlOn (>/ hmt'fitJ for altens should nOl be inttrpreted as suppon 

for or opposinon. to 1M alirn /",<fI'UJOIU of 1M HR 4 confuence agreement: 

• 	 Add $4 billion in fundillk til th, (:t'1t"ol m1illement for child care. This fwuJing woo/d 

nat rt:quirf! a stau match. ?..A- "t \o~, tc~'t'" ~l~ I;' ~.'" ..,~ 
Fkribility in Meding HOr.t llrquin:mmLf 

• 	 ChiJnge the pmriCipclUm rau calculatinn to rake into account those who leave cash 

assistance for work. as IOI'K as they rcmain empJoyed, 

. I . 
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• 	Reduce the number of lwurs of partic;paricn required in future years to 2$, 
, 

• 	 Permit states the Dpnon fa limit me requirni hours (If work to 20 hours a wetk for 

parents with a child under age six. 

• Allow job search aJUl'}oI:i readiness to count as a work activity for up to 12 weeks. 

• 	 Add $1 billion, to the contingency fund. 

• 	 States can meet DIU! 0/ TWO rriggets to access the cOI1MgtnC}' fUM: the unemployment 

crigger in the conference agreement or a new trigger based on t()(){./. stomps, Under the 

food xtamp ~. statts would be eligible lor lhe contingency fund if the number of 

children in their food stamp caselom! incrooset/ by l() percent over FY 1994 or FY 1995 

levels. 

• 	 EliminOle (he maimenan.ce of effon rU/uuement for the comingency fUnd. 

Performance Incentives 

• 	 Proyjde cash bonuses 0/ 5 percent annually to slates thaI exceed spedfied 

employmem.re?ared per!ormuru;e target fNrcclllages. These bonuses would nOI be funded 

QUI of Ihe block. gram bast. 

• 	 Maimain the bemus for ,stares that reduce ou.l·of~wedlock birlhs contained in the 

confc"nce agrument. 

Family Cup 

• 	 Provide sraus wuh the opriol1 10 resm'cl benefits to iJddirional children bom or conceived 

while {he fanHI} is on 'tile/fare, 

• Raise lhe Ildministr{Utvt' 	 cap Ott child carr funds 10 5 percent 

• 	 Raise thL e.umption to Ihe fiyt!'~llr Ji/erimt! limit an Mtt£jiJs to 20 percel't! of th~ 

caseJotui. 

Fair and Equitable Treatmffli 

• 	 Add Q state plan requutmt!1't! Iha; the SU1II: set fonh objective crituitJ for the dLlivery 

of btntjUs and lair tWi tquilablt! treatment. 
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Child _ten Block G_ 
> 

• 	 Maintain the OptJN!ndtd miirJemtlU for {OSleT cart! and adoption llSsiJumCt. 

• 	 Provide a state option to tala! foster cau, adoption assistance, and independent living 


funding as a capped entitlement with annual growth adjustmenz based on average 


national caseload growlh rate. Stares may transfer any portion intO a Child Protection 


Bleck GraM! for activities such as earfy intervention, child abuse prevention, lmd family 


preservation, StaJ~ must continue to mnimain effcn at 1{)() percent based on Slate 


spending in the year prior to accepting the capped entitlement. ,Stales must maintain 


protections and standards under curnnt law. Slates can reverse their decision em a 


yearly baris. 


• 	 Create all tnrillemenr Child Protection Block Grant of the nmaming child welfare. 


family presen.tation, and child abuse prevention and lretument programs. These 


programs are not currently individual entitlements. $ratl!s mus! mainfain protectlmu anti 


standards under cum:n! Jaw.' 


Supple11'li!nllIJ Scc:wiIy JncollJl!. (551) lor ChildlTlI 

• 	 Accept fhe prQ\'isions in the Senate-passed welfare bill. 

• 	 Change effective @te for c~rrent and new applicants '11 January }, }998, 

Food SlUmps 

• 	 Accept the provision in lht Senate-passed Wid/are bili lhal reaulhonze the Food Stamp 

program in itS currem unc.apped entirJemem fOm!. €.~ ....~ ..W~ 
,y< '!'''''~ ¥~ 

• Modify 1M incOme deductions as oUlJirJI!t1 in the SenaJe.passed welfare bilL ~4\~ " 

• 	 Maintam (he current entitlement [m children, 

• 	 Schoofs would continue {O receive per meal [edual subs.dies for ali lunches and 

breakfasts under CUTTenJ eligibility entcric. 

• 	 Additional subsidies [or schoo15 with high propanions of free or reduce.d-price, 	 , 
participants will be maintained. 

• 	Stalcs would continue to recdve the proportion of administrative COSts based on current 

law bur in a block grant. 
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• 	 The !ltlte must dewt/cp a SUlte.basi!d plan Inal mch«k$ public input and descn"bcs hQW 

the stelle will operau the program, 

• All other safeguards described in the conferen.ce report will oe maintained.. 

Provision for Territories 

• 	 The National Governors' Association strongly encourages Congress 10 work with (he 

Governors of Puerto Rico, Guam, and olher turi/ories towords 1JJ1ocotillg equitable 

federal ftmdi.ng for their wtlfari! program. 

Earned Im:ome Tar Credit 

• 	 This is only an issue within the conle:a of budget reconcilillllf.m. 

• Limit the saviJtgs from revising the EITe to $}O bi/licn. 

• Add a slate option to advance thl! EITC 

http:ftmdi.ng
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Changes to H,R, 4 

NatIonal Governors' Association Welfare Reform Proposal 


February 1996 


Core Employment Support Services 

• 	 Add $4 billion in funding to child care, (Title VlII, p, 3) 

Fluibility in Meeting Work Requirements 

• 	 Change participation calculation to account for those who leave welfare for work. (Title L 
p,42) 


, 

• 	 Reduce hours of work required to 25. (Title I, p. 47) 

• 	 Allow states to limit work to 20 hours a week for pafents with a child under age six, 
(Title L p, 48) 

• 	 Allow job search to count as work for up to 12 weeks, (Title I, p, 47) 

Contingency Fund for State Welfare Programs 

• 	 Add $1 billion to the contingency fund, (Title L p, 30) 

• 	 Add a new trigger to the contingency fund: states could access the contingency fund if the 
number of households in their food ,stamp cascinad increased by 10 percent over FY 1994 
or FY" 1995 levels, (Title L p, 311 . 

• 	 Lower the maintenance or effort requirement for the contingency fund from 100 percent to 
75 percent. (Title L pp. 32. 81) 

rerformance Incentives 

• 	 Provide cash bonuses of ~ percent annually to states that exceed specified emplo)'ment~ 
related performance targets. (Title I. p. :;8) 

,I 	 ,famil~' Cap 

/

• 	 Give stutes the option to employ a;ramily SAp. (Title I. p. 53) 

" , 
, /

Cap on Child Care Admini~irdth'e Costs " 
''J 

• 	 Raise the administrative cap on child can: funds to 5 percent (TItle VIII. p. l3) 



.
• 

Changes to H,R" 4 ~w National Governors' Association Welfare Reform Proposal P.agc :2. 
Hardship Exemption 

• 	 AHow states to exempt 20 percent of· the caseload from the 5-year time limit. (Title I. p. 
63) 

Fair and Equitable Treatment 

• 	 Add a state plan requirement that the state set forth objective criteria for the delivery of 
benefits and fair and equitable treatment. (Title I. p. tt) 

Child Protection Block Grant 

• 	 Restores the open-ended entitlements for adminIstration and training for both foster care 
and adoption assistance. (Title VII) 

• 	 See memorandum for suggestions on optional State child protection block grunt. 

Supplemental Security 	[.come (SS[) for Childre. 
'"". 

• 	 Accept the provision in the Senate~passed welfare bill (Le. not providing for a twowttered 
structure). (Title [I. p. 8) , 

• 	 Change the effective date fm cnanges affecting current beneficiaries to January I, 1 (1<18. 
(Title II. p. 10) 

Food Slamp' 

School Nutrition Block-Grant Demonlitntion 

Pro\'ision for Territories 

• No change from H.R. 4: ITitle L p. 1251 

Earned Income Tax Credit 

• 	 No changes in lex! of H.R. ·t 
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Corumcn~ Draft Welf.... Reform !lill 

PToJ'('sal by Notional U<:Iverncrrs' Association 


PebruAry 22, 1996 


ThC first draft of the govt:mocs' wclfare reform bm is enclosed. This draft wa:o 
producod by House and Sentl.te Republican b1aff after oonsuiUttlon whh numcrO~ stoff 
members of the NGA and of ~ific governors. We hope lhis draft rcnects the pnwis.i'Jlls 
outli.ed in the governors' documC1lt entitled "W.lfun: Rnfmm' dated 216196. 

It is our understanding thol staff of bath Republican IUld llc:mOcrat governors. perhaps 
in consuha\h:m with others, will examine this Jegislative draI\ and "vee onl0~ thcrn!'oe~ves on 
allY """"'''''Y chlUtKes. 

'!be cncl ....d 2-pagc document entitled "(;hODges to H,R. 4: N.tiooolo"vcmo",' 
Associotion Welfare Reform l"ropow" .unuruuil'U all too changes made in H.K. 4 in 
I'CSpotlSC to the governors' propo$8.1. This docume:nt also p.rovidcs 'the Title and page numher 
1111 whicb each prOVi>ti1l1l of too governo",- 216196 I""posal can be found. Any 'ox, deleted 
from n.R. 4 is lined out, thereby permittin& ~ 10 see precisely what bas been dropped. 
New ,ext Is printed in itaJlc.<. 

Tht:re ore several part, of the BOvcrnllf'Si' proposal that have not yet been dtailcd. 
,rrst. c provisions ~ nOf included b~ bca.UiC there nppcats ttl ~ some 
rn.isundcrstandi~ ur lhc c"'~l lIalure or the governors' prup"saf. We shuuld aim h'! 

re, Il'l, yearly ncXI week, 

We arc'not :;.endjng a DOW wxt of the child nurridon provisiuns (If H.R. 4. The 
'e:o\'emors' propoSAls on scaion 914 of Tille IX of the bill are srnntwhal uncl~r. Ag,ain, we 
should aim to rel'«,llve the 5I..'cllon 914 i~tJe, by e4riy next week, ' 

Pan (;1' (he governors' pttlpa~ on child protection is als.o SOll1Cwnat uHck'ur. The 
nl4ljoT proposal is to Nlilore the ~ entitlements for administration and training undt'!r 
both !he fo~... C:m: and adoption pro~'fWl!lS. 'rhese ~ hav. b.." drafted <see pa~C$ 170' 
und elsewber<: in lb. "'., of Title VJn. ,The: block g11InIs have boen left intact, although !he 
mo.ey in the entitlement portion of \he child promctlon block graDt w"" reduced be""U$C the 
"pen-ended ctlt.it1~t~ were'TcS1.Ored. 

Subtitle C of !he childprot<Ction title will be the optional stAte blo<k WIUll. Thi, 

'«;.{;Itoll bas DOl bcc:m drafted, but hc::fc art tome spct:;ifiCfttion~ fhr you to oon:.ider: 


• 	 cilhet allow ....y state (0 adopt !he block jj11Ul1 or spo<iry in too blll the name or ,,",<, 
thai wanl to adopt the hlOl.:k ,,11M" (if the latter option is exercised. We' could put the 
exact 8mOWll d money for each year fot each state in the text of the biB}: 

• 	 sd; the annual state Rltlount !L' foUo",'l: I) in any gtven )'tAl. take the national lOW! for 
fedcrn' spending from the December 1995 CHO basel inc: 2) multiply thl; !lSUOH.'!! !\lta! 

from thl.: CBO ba!'le,linc for .my given )'~r by the percentage of the flhliUJuU t(1t.31 
across uw rntiUenlcnl pr(;~ rt:Ct"ived by lilt=: !'tAtC in 1994; 
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CommCll!lJ on DllIf\ Welfare ,Reform Bill 

, 
, • it may be ~sury to set the national total in \i1-' above at 9S% of Ult.~ COO ba'ieline 

in onit:r to have the proposaJ. :scored a1 revenue neLl1rlll~ 

• 	 stoics CO!lllO( move back and forth; !he block gram selection WQuld be perman.nt; 

• 	 stat"" must decide wh<!her !hey want !he block grant by 1999 or 2000; 

• 	 once S'L1llcs St:lect the hlock grant, we could build in some rumual increase in jundin~_, 
perl\Rps in propOrtion to inc~.. in the AFOC cascload or ill proportil.111 lu inOOllOIl 

l3ccaur.e most members of the House and Senate ha....e be:n in theIT own s\ah;:~ durin~ 
the Congressional recess, we have not had the opportunity to di~cuss the go\,cmot$' proposals. 
with very many mem\lers. Even 10. we believe members may be somC'Wh~l conccmoo uoom 
several of the governQT3' {ccommcndatioo!>, JIere is a list that comes to mind, 4l.lthoug.h It\C'n: 
m£ty be ,,(hers. W~ DSS'Umc t~t:'t'e will be an opportunily tQ diSClNi these iS$ucs ill the Ilea! 
future: ' 

• 	 Ho_ Manbcr.o continue to support an opt..,u!, ra!her than' an opt-in. on tho f.mily 

cap; 


• 	 providing $4 billiou In edditiODIII child care t\.nu.b without requiring any smtc match; 

• 	 counting eX1U for work fO(" J2 mOf'olh, in ea.lcuiaring work pw1icipation rates; !hi~ 


conccrn will he tsp«iaUy Slrollll Cer til. 2.pereot =load; 


• 	 including the 2-1"''''''' ea><103d i~ ony rcdu..:c:.l rate calculation; 
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AS ADOPTED 216196 

RESTRUcrURlNG MEDICAID 

PREAMBLE 

Far most of the last ckc:ade, health care expendirurn in the United Slates haTe far 

exceeded overall growth in tilt lI,S, economy. And while medical inflation. is thclining. public 

and pn'varely funded heaJrn care, costs continue to limit the long term economic growth of lht' 

nation. For states. the primary impaCl of health care com on ,flate budgets has been il'l lhe 

Medicaid program Annu(11 Medicaid growth over rhe last decade has bun well in aces! of 

10 percent, anti in Jwlf of most .vears annual growth approached 20 pocenT.. Determining the 

caUS£$; of such unbridled growth is diffiCUlt However, majar contribUling [aewrs include.' 

congressio/Ull expansiorJ in lht' program, CQun tkcisions limiring' the stales in their ability 10 

COnI1Q! costs, poliry duisions bj' ,tlates maximizing fedcal financing of prevlously Jtate~filtuled 

health CaTe prcgranu. and (:hnnprrg dt'mographics, 

Resrricring the growth of Medkoid is no easy task. Medicaid is the primary source of 

health care for low vtCOl11( pr~t wnmm and chiJdnn, person:; with disabilities. and the 

elderly. This year, stam and Int f~dna! gDl'ttmment combined will spend more rhan $14() billion 

in this program p'"fn'iding CIl" ttl mo'( than 18 million peopk, Tht challenge far the nation, 

alld Governors aJ" tht" st{'l<.·ordJ (1f this ~(lf7l, is to retksign Medicaid so thar health core 

COStS art more I!ff~ctn'dj" tOfUl1J1W; a1l4 thou rlulr rruly need health core coverage continu.e 10 

gain access 10 tlull cau ",'lulr ,eHm~ Jf(l((j rht nrrded flexibility to maximiu the use af these 

limited health COl( dollan m /TIm! rlJt:crn dF m(rf the needs of low incomt' individuals. 

THE NEW' PROGIUM 

Within tht' baionud budj!t't drhat~. a tlu.mbt'r of altematives to rhe etislmg Medicaid 

program have been ptopmHi Tltt" ,f1l/J(l",·IItF: oullm!!s the IUltion'S Governors pl'OfJiMal that blends 

the best asptCtl af 1M currt:nl r'l'f."am IUln congressional and adminisrrarion altemati~s 

f()waro achieving a strram/mca afl<i ,tlatr,palh/r heallh care .ry,ilern thaI guarantees health care 

((J our mOSI flUd!' cmu1t.l. 

L The b4sic hmJth r:orr nrniJ vI ,h~ rUllion's maxi vulrnrro.ble populaaotu must be 

gu01'tmiUd. 

2. The groWl!: VI ht'allh caft' t.:qNtuiillJrts must be brought under control. 
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3. 	 SlOfes must have maximum ,/Iexibility in rhlt design and imp}trnenrotiQIt of 

,rut~ecrive systems of care. 

4. 	 Suua ntUJl be protected {rom unarll:itipartd program COIfS resulting from economic 

j1ucnwrions in the business cycle, cJumging demographics, and natural disasttTs. 

• 	 Pregnant women to 1 J3 pm-en, of poverty. 

• 	 Children to aCt 6 to 133 poant of poVCfT)'. 

• 	 Childun age 6 through 12 Ie 1()() ptrcent of poverty. 

• 	 Tnt! elderly who meet SS! income aNi NtSOIUCt slatulmds, 

• 	 Persons with disabilitin as dl!fmtd by the nate in lh~ir slote plan. Statts will hnve a 

funds sec-aside r~irtmenr equ.al 10 90 pucem of Ihe percentage of total medical 

assistance funds paid in IT 1995 for po-sons wah disabilitiu. 

• 	 Medicare cost sharing for Qualified Medicare Beneficiaries, 

• 	Eah«: 
- Individuals Or families who mur currenT AFOC mcome and rt:souru standiJrcis 

(Slates ""ltft income JUmatJrds high~ than the nafi(»Ul1 avert1gt: may Jow" those 

standard.; ;0 the IUlnonat average): or 

-	 SUiteS can run tl sjn!:l( tlipbilit,/ syltem f(lt individuaL'i who ore tligible for d ne~ 

M,-e!jare program as delu!((l by the Slafe. 

ConSislent wirh the statUIc, I1ikqutJC)' of lilt Slate plan will be determined by the Seaerory 

of 	HHS. The St!C1etar:' sh()IJ!J1 hm't' a tlmt' C('nam to act. 

Covtragt remains optional 1m: 

• 	 All other optional ~QlJp.t m thl' CUnt:nf Medicaid program, 

• 	 Other iluJivitJuo/s or !omillt>J 0.1 defmtd by the Slate but below 275 perctmt vI poverty, 

• 	 The following bctefits t'(mam f[U,m;Ut/«d for the guaranteed populations only. 

- Inpatient ami oufpatiml hmpttaJ urvius, physician services, prtMIa{ core, nursing 

facility st:r\'ices. homr hea/lh CfU~, family plol11ling services and supplies, lahoratory 

and x-rar sen'ius, pedlarric and family nurse practirionu st!rvices. rutrse midwife 

s~rvices, t.lnd Early P,nd Penodic Screening, Diagnosis and Treatment Services. (Tht 
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"T" in EPSDT is retUfined so that a SUJle n~ed lit')( CtYVl!r all Medicaid oprirmaJ 

seniices fen chiJdren..) 

• 	 AI a minimum, all other IMnejiu dtfined as oprlonal under the CU~fIf MedicaiiJ 

progrom would 11!main optional and. long tmn cau opTions significantly brO~Med. 

• 	Slates h((Ve complete j1aibiJily in dqining (1mounf. duralion, JJtid scope of services, 

Private Righi of Actioll 

• 	 The following are tht! only righlS of action for jndiyiduals or classes for eligibiltly. All 

of these {tamra wi[{ be dtsigned to prevent Slates from having to defend agawf an 

individual's JUt! on bent:fiu in federal coun. 

- Before taking action in the JuJtt. courts, the individual ",U..fI follow a SItHe 

adminiscrarive appeals process. 

- States mUSl offer indivuluats or clAsses il private right of actUm in Ihe Slate coum 

as £I condition of participarion in !he program. 

_ FoUowutg action in lnl! slatt courts, £III individual or class could perition the U.S. 

SUpm11t Caun. 

- ltUitptndLm of any 'S1t1U judicial remed)~ the Secretary of HHS could bring acrion 

in the federal courts on IMhalf of individuals or classes but not far providers or 

hl!alth pJans. 

• 	 The,., shQUfIj be no priva/t.' Tighr of action for proi'iders or health plans. 

• 	 Staus mu:tt Of' ablt' (I uS( all a\'ailabJe health car~ deliver!' systems for tht!se 

populations wrthout any sp(ClI.li permISSIon from rhe federal government. 

• 	 Slates must nor hm'( federally IlflpoJed limits on the numiltr af beneficiaries who ma}' 

be enrolled in (.11'1)' 1Ienmrk. 

• 	 Staf(s must have wmpleu aUlhanty 10 Sfl all health plan and provider reimbursement 

raft:.r without intuferencc from tnt' federal government or rnrt!at of legal actiQn of lhe 

providl!r OJ plan. 

• 	 The BOren Ilme1ldnll!nt and mhl!r Borl!.n-likl!. Sltl/UtUtY provisiom must be l't!pt!altd.. 

• 	 "One hundred pnum rl!a.solUlble COSI reimbursement" must hI!. phased out ovt:r a fWD 

year pmod for federally qualified hea/ln cenlers and rural heallh clinics, 

., . 
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• 	 SlIlt£S must be able to set their own healln plan and pro.'idn qfJill~ficatimu !landards 

anti be urtburdttrmi from any fedt:ral minimum qualification standards such tlS those 

CW'ffltdy set for ooslerricions and pNiiarricialU. 

., 	For the pu.rpose of the' QuaHfiM Medicate Beneficiaries program, thc states may pay 

the Medicaid rate in lieu of the Medicare rale. 

Nursing Home Reforms 

., 	States will abide by the, OEM '87 $lJJwrdJ for nursing homes. 

• 	StateS will have the flexibility to determine enforcement srrarcgit's for nursing home 

sumdards aM will include them in their $tau pian. 

• 	 StareS ntUsl be unburdened from the heavy hand of oversight by the Hea{lh Can:' 

Filwmci1fg Administration. 

• 	 The pian and platt amendment process must be strelJmlined UJ remove HCFA 

microntaJUJgeme11I of stlJte programs. 

• 	 Oversight of State ac-rivifies by the Secretary must be stnamltned to assure thal federal 

intm'erI/ion occurs only when a Slate fails to comply substantially with federal statuu:s 

or lIS own plan. 

• 	 HCFA can anly impose disallowances that are commensurate with the 'size of rhe 

vioJant)1l. 

• 	 Thu program should bt ll7Ttten under a new title of the Social Serun-t)' Act. 

• 	 Curun( pt()~'id~r Uu (md {1lml1lian !ts/n'ctions in federal Siawr.:s would be repealed. 
, 

• 	 Current ami ptnding SUltt' dtsputer wI'th HHS over prcwid(t" taxes WQuld be discOI1tinueti 

Financing, Each SUJle will Iww a maxImum federal allocaticn thm proywe;t the State with the 

,financial c(lptlcir; Ie cOIl~r Medicaid enrollees, The llllocaticm is availablt only if the state putS 

up a marching ~rct!nlage (methodolo~' to be defined). The allocation is the su.m of four 

[actOrs: base ailocation, KTowlh, special grants (special granIS have nO stal!' matchil1g 

requirement) and an Uliuronct" ~mbr~(Ja. described as foJJows: 
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1. 	 B(1Se, In detmnining base e;rpt!rl.dJtures, a stare may choose from the fallowing-1993 

erpendinm:s, 1994 apenditures, or 1995 e:rpntdiluns, Some states may n-quiN: special 

proyisions to corre<:l for anomalIeS in their base yem e:r:petrditures. 
I 

2, 	 Growth. This is a formula thai tlCCOW'IlS for estimared changes in Ihe sto!e's caselooti 

(both overall groMh and cast mix) and an inflation facux, The details of this 

formula art to bt deremlined. This formula is calculated each year for the following , 
, year billed on the best availab-ie dnU!

3. 	 Special Grants. Special gram funds will be made available for' cmain states to cover 

illegal aliens and for certain srates to assist Indian Health Service mui related facilil~es 

in the provislM of health care 10 No.tt've Americans. SlOles 'will have nO matching 

requirement to gain access to these federal funds. 
4. 	 The Insurance Umbrella, This insuram:e umbrella is designed to e!tStlre that $!(IleS 

will get access to tuJdifioitol funds for cmain populalians if. because of unann"cipalea 

conseqlJences. the growth factor jails to accurately estimate Ihe growth in the 
I 

population. Funds art guarllnteed on a per.benejicimy basis jor those described below 

who weu not included in the estimates of the base and the growth These fUnds are 

an enriJl~ment to states tuui not subjut to annual appropriations. 

PQPuitHiam and BenefiIs, Access to rhe insurance umbrella is available co cover lhe COSt 

of WTe for both guaran.er.d and 0pMttaI ben~flU. 1M umbrella covers ali. guaranteed 

populations and (11£ optiOYfai pOrtion of two group!i-pusons wuh disabilities and lhe el

derly. 

4ccess 10 the. insurance UmWrllq, The wurance umbrella l.S available to a Slate only 

after lhe fofluwl.flg contiittol1S are mel, 

, 
1. 	 SlateS must have used up othu available base and growth funds that had not 

been uSM because t~i' w1mt1ud populatit.yt in the growth and base WIJS greater 

than fhe aerual populazion. stm'eti 

2. 	 Appropruue provislOfU will be eSlOblished 10 ensun: tiuJl slares do not haW' 

access to the umbrella funds unless Ihere is a demonsrrablc nted.. 

~ 5. 	 Matching Peruntage. Wrl~ the e:a:epoon of lhe special grantS, Sllltes must shan: in 

{he cost of flu! ptOf(rt."im: A Slate's matChing contribution in rhe program wili not 

excud 40 pen:elff. 

6. 	 pisproportionme S/1()Tr HospflaJ Program. Current disproportionate share hospital 

spending wilt be inclutkd in the base. DSH fonds mu.U be spent on. health care for 

,. 
.. 
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low income ~oplt A state will JUJl r~uiv(! growth on DSH if Ihest fUnds constiIUte 

more than. /2 percent of tolal program aptn.dirur&, 

Pruri.sUm for Terrilorits. The Na~nol Govtmars' ,Association strongly ~ncourage5 Congress to 

work with lhe Governors of PuUTO Rieo. Guam, and other tcrriJori(!s towards aJiocaril1g 

equi.m/JJc foderaJ funding for rh(!ir medictll assistance programs, 
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Umbrella 
Uncnppc(1 cntitic\ncnt, no! suhject to appropri~iliolls_ Provides 
fllnds for guaranteed populations ami oplinllal clderly amI 
disahlcd pnpuladons for cosl of hOlh mandatory and 
oplionnl sc,vicesi Fund is accessed when actual 
casclmHt growlh fxcccds eSlirmllcd grmvlh. 

Growth 
(jrowlh ha<.icd 1111 ,· ... lim:tlt'd di;!H!~,:s iii ?I:lh' l'<I:-.dll'ld 

•. 	~ (lJ\,crall'f!II'IWIII and C ..... l: 1111'\ I ;1I;d ;111 1l1l'-:I'L'Clfi,:d 

, illiialilltl I;wlpr Fnllnub IIpt!;tIl-d ;1I111t1;t!ly, 

Base 
199), 1')94 or I,!?, 

DSII incilldctt ami l'Hlwn in !lase- if tess th,lIl 12% of plOgram. 

DSII inclllded 1)111 nnt grown in hast: if 11101"1: 111:111 ! 2(;/, or progi'alll. 
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Talking Points 

NGA Resolution on Welfare Reform 


February 6, 1996 


As the President said in his speech to the NGA this morning, rea1 welfare refonn must 
require work, promote family and responsibility. and protect children, The governors' resolution 
reinforces what the President has said all along ~~ that the conference report he vetoed feU short 
ofreal welfare reform, and must be improved, 

The Administration is pleased with the NGNs recommendatiofl.1:O in several areas of 
promoting work and protecting children .. ~ substantial increase in child care funds. a better 
contingency fund) a substantial performance bonus! equal treatment for recipients. reductions tn 
the overall level of savings, provisions on ssr children's disability programs, increasing the 
hardship exemption, improving the work requirements, and making the family cap a state option. 
The Administration continues to have se'rious concerns about other important issues -- including 
child welfare, Food Stamps, school lunch, maintenance-of-effort, and benefits for legal 
immigrants, 

The NGA resolution suggests valuable improvements over the conference report and lhe 
Senate bill in several key areas that are priorities for the President: 

Child Cor. -- The NGA resolution calls for adding $4 biUion for child care to the 
conference report, which is $5 billion more than the Senate bill, Senator Dole acknowledged the 
need for more child care money in his speech to the NGA this morning. The Administration 
believes, however, that states should match this additional child care funding) and maintain 
current quality standards. : 

Contingency Fund - The NGA caned for doubling the contingency fund to $2 biUion, 
and providing an additional trigger based on Food Stamps population. The Administration has 
mnde additional suggestions to strengthen the countercyclical mechanism of this provision. 

Performance Bonus -~ The NGA endorsed additional funding for a 5% performance 
bonus to reward states that meet the work requirements ** a key provision that the President has 
long championed and that was a centerpiece of the Daschle-Breaux-Mikulski bill. This is a 
significant improvement over both the conference report and the Senate bilL 

Equal Treatment ,.- The NOA resolution includes an important requirement that was not 
in either the conference report or the Senate bill, to ensure that states set forth objective- criteria 
for the delivery of benefits and fair and equitable treatmenL 

55! Disabled Children -- The NGA resolution adopts the SSI children provisions ofthe 
Senate bill, but moves back the effective date a year, to 1998, 
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The ~GA resolution recommends other important changes that are similar to the Senate 

bill: 

Work Requirements ~~ The NGA resolution adopts work requirements and state 

flexibility similar to the Senate bill, which will somewhat reduce state costs of running work 

programs. 


Hardship Exemption ... The NGA resolution endorses the 20010 hardship exemption in 
the Senate biH for recipients who reach the five-year limit The conference report had reduced 
this provision to 15%. 

Family Cap -- The NGA resolution endorses the Administration policy that states should 
decide for themselves whether to limit benefits for additional children born to parents on welfare. 
Like the Senate bill, the NGA would make the family cap a state option - rather than a 
mandatory provision with an opt~out, as the conference report: included, 

Overall Savings -- The NGA resolution cuts more deeply into Food Stamps than the 
Administration's balanced bodget plan -- at levels deeper than the Senate bill. Because the NOA 

. resolution caUs for additional spending on child care, the contingency fund, and the performance 
bonus, its overaIl net savings are slightly below the Senate bill but still considerably higher than 
the Administration's balanced budget plan. 

The Administration continues to have serious reservations about some other provisions in 
the NGA resolution: 

Child Welf.re .- The Administration has strongly opposed block granting child welfare. 
The Senate bill maintained current law in this area. The NGA resolution would aHow states the 
option to block grant certain programs. 

Food Stamps - The NGA resolution fails to criticize certain Food Stamp provisions of 
the conference report which the Administration has strongly opposed, including the state option 
to block grant Food Stamps and lhe arbitrary cutoff of able-bodied childless adults. 

Sehool Lunch -- The Administration has strongly opposed block granting the school 
lunch program. The NOA resolution would maintain the entitlement for children, but block 

. grant administrative costs. . 

Maintenancc~of..Effort ~~ The NGA resolution is silent on the issue of maintenance-of· 
effort. The Administration strongly favors the Senate provision of 80% maintenance~of~effort, 
rather than the 75% requirement in the conference report. In addition, the Administration 
opposes the Conference provisions that enable states to transfer funds out of the block grant for 
other purposes. 

hnmigrants -~ The NGA resolution is sileol on the question of benefits for )egaJ 
immigrants, The Administration's balanced budget plan requires deeming until citizenship. The 
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Administration strongly opposes the level of immigrant cuts in the conference report and the 
Senate bill. 

Medicaid - While details have not yet been provided, the NGA resolution on Mediaid 
suggests that welfare recipients should continue to be guaranteed health coverage. The Senate 
bill maintains th~s link between welfare and medicaid. but the Conference report broke jt, 
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Dear Senator: 

As the Senate and House work toward a conference agreement on welfare reform legisWiol1. 
H.R., 4. the nation', (iovtmors\vould like to provide you with some recommendations. based on 
OUr c;(pcrienees to date in redC!igning state welfare systems. Govemors believe iliat 
development 01 su",.ssful weifate-to-WOIk and child "'''' systems will ""lUi,. f1exibili,y in 
desiping programs,. adequate funding lor child .are• ..,d ....55 10 additional funding during 
times of .economic downturn. 

Chua CHill. The QovernotS. "" concerned 'hat the wed< require""",,, in tho blll could 
represent a significant unfunded mandate on the ltatc.t if adequate (hUd care funding does not 
continue co be provided at the hderai level. Additionally, we believe thaI the funding .hould be 
provided as 41'1 enLltlcment to staUJS ami that states, should have maximum f1e~ibmty in 
administering child care programs. To this end. the Governors urge Howe and Senate c:onferces 
to aCCt:pt the foHowlng recommendations. 
• 	 Adopt Ihe Senate provision that provides an additional $3 billion (over n...e yean) for child, 

can: services necessary to meet work requirements. 
• 	 Suppon providing iill child care funding as an entitlement to states. 
• 	 Reject the Senate provision that requ~s all child care funds to be 'pent acc.ording to 

CCOBO rules, We oppose prescriptive earmark$ that limit state flexibility in administering 
proa:rams, Quality Ict-asides and mandated resource and refmal programS dclract from 
states' 'abllity to provide needed chUd care services. 

• 	 Adopt the Senate provisions that five states options for limiting thild ,are needs because of 
the work requirements. These s~te options include exempting families with children below 
agf Q.!le irom the work requirements and limiting the reqUired hours of work to twenty hours: 
per week for families with children below age six.. 

• 	 If tbe Seo<lte provision that prohibits states from sanctioning families who faU to work 
because no child care is available is adopted, then we belleve that states should nat be 
sanctioned for famng \0 meet state work partieipatiol'l raxes because of Jack of chilo care 
funding. 

£Col'l2S1is"Condwftq Fg,9-$i: The Senate bill includes a 51 bilUon contingency fund that 
provides additional matching grants to states dunn, periods of high and rising unemployment 
when stateS may not have the fiseal ¢Ilpachy to meet die. growing nted for assistanec, The House 
biH does not include any such cQnfingeney grants and. the Hou~ loan fund is not sufficient to 
help meet states' needs during economic rer;cessions, The Governors strongly urge you to accept 
the: Senate provision for a contingency fund. 
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Dear Conferee: 

As the Senate and House work toward a conference agreement on welfare refonn legislation, 
H.ll. 4. the na.tion· s qovemors would like to provide you with somo recommendations based on 
our experiences to date in redesigning state welfare sYJtems. GovemQt'$ believe that 
development of SUl;CeSsful weifare,.tOawork and child ~are syste~ will require flexlbility in 
designing programs. adequate fundlng for child: can:. and aCCe$$ [0 additional fundlng during 
times of economic' downturn. 

Q!lld Care. The Govemori .art: concerned that the work requirements in: (he bill could 
represent a ,ignificant unfunded mandate on the stateS if adequate chUd care funding does not 
continue to be provided at thQ federal level. A,ddltionally. we believe that the funding should be 
provided as an entitlement to states .and that statt:$ lil:ouJd have maximum fIexibili~ in 
administering child care program:!. To this end. the q-oYemors'iJrge House and Senate conferees 
to acc:ep~ the following recommendations. , 
• 	 Adopt the Senate provision that providcs an addilio'1al $3 billion (over five years) for child 

care services necessary to meet 'Work requirements. 
.. Support p~ovlding AU child care fUnding as an entitlement to states. 
• 	 Reject the Senate provision [bat requires all child care funds to be spent acc:ording to 

CCDBa rults. We oppose prescriptive earmarks that limit state flexibility in administering 
programs, Quality seHtsides 'and maf!dated resource and referral programs detract from 
s.tates·- ability to provide needed chi1d care: services. 

• 	 Adopt. the Senate provisions tbat give states options for limiting chUd care needs because' of 
tbe work requirements, These state options include ex.empting fa.milies with children below 
age one from the work requiremenu and limiting the required hours of work to twenty hours 
per week for families with cflildten below agc six, 

• 	 If the Senate provision that prohibits stAtes from sanctioning families who fail to work 
because no child care is available is adopted, then we believe that states should not be 
sanctioned for failing to meet state work participation rates because of lack of cbild care 
fundmg. 

Etionomic Contingency fund. The SeJ'Iate bi1l includes: a S] billion contingency fund that 
provides addittonal matching grAnts to states during perioda of high and rising unemployment 
when 'fates niay no; have rhe fiscal capacl.ty to meet the. growing need for assis.tance. The House 
bill does not include an)' such contingency g:'I'3nts and the House lo.m fund is not sufficient to 

help meet states' needs dorlng economic recessions. The Governors strongly urge you to accept 
the Senate proVision for a contingency fund. 
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SIi!Ie..,ElmbUlty In l'rmIi.!!\.JlEsIgn, In the pa.t, federal re.trictio•• o. eligibility and condition. on 
assistance have served to contain federal costs given the open--ended entitlement nature of fedcl'al cash 
assist.aru:c funding. The Governors believe that su.:h federal "strings" have no·place, however. in a block' 
grant system ... h.re fed.ral eo,,, are fixed. regmll.., of the eligibility and benefit ehoi... mode by each 
state. In addition. the Governors believe that speciflt program design choices. sucH as how to structure work 
progranu. ate: most appropriately tcflat the state level. We believe maximum flexibility should be given to 
stateS so that we can respond to different and (hangi~g needs. Accordjngly, we have the foUowing 
recommendations for the conferees. 
• 	 Oppose the S.nate provision Illat requires .n block gran, fund. to be rcapproprillled by .tete legi.lli!Ul!l4, 

This preempts state I.aw or court rulings in at feast six states. Congreu. should not usc welfare reform to 
. rewrite state laws. 

• 	 Suppor! Senate provision ••!tat give staw !lI. opti•• of denying aid to teen parents or to edditional 
children born to welfare recipients and oppose the Roue mandates iti thes:e .areas. 

• 	 Support Senate provisions aUQwing states to exempt up to 20 percent of the caseload from time limits 
duo to hord&bip. 

• 	 Clarify that time limiu and work requirements apply only to rec:ipients of cash aid. and not to those 
receiving only dU1d care assistance. 

• 	 Support Se:na1e: provisiOns giving stale! gremf latitude in the design of WClfa.re~u)'WOIk programs. 
Tbc$e inelud.e state optiotlS to count a limited amount of vocational cdueatiotlal training·and to e~t 
families with children below .. one. 

• 	 Support House provisions on the required patticipation rates for work programs, 
• 	 Support Senate language on welfare waiv~r programs. 
• 	 Suppon Ille Hou•• provision for Intn,f.rability b.tween tho cash assistance and child .... block grants. 
• 	 Oppose tile 15% pe'rcent cap on administrati....e acuvitl.e$. 
• 	 Oppose Senate mandatel for community service requirements and for perwnal responsibility contracts. 

The Ocwemors support both of these as state options and believe st.'ltcS should haVe the flexibility to 
design the specific components, 

Astguntabilin:.· The Go....ernors believe tbat atatel1nould. be held, accountable for the use of federal bleck 
grant funds and for paying back any misspent funds. However, we believe the penalties must be fair and not 
punitive as Governors face the challenge Qf implerr,enting major changes Within a shon timefrarn~ .. 
Accordingly. we urge- the conferees to take die followin, action, . 
• 	 The Governors support the concept of rewarding states witb higb perfotmance but not at the expense of 

eaeh state's basi~ allocation, Therefore. we urge you to oppose the Senate financing mechanism tbat 
funds the bonuses out of the cash assistance block grant. thereby reducing every State's block: grant just 
at the time that state costs related to work requirements and caseload growth will be rising, 

• 	 Ad¢pt the House language with respect to the level of penalties and the Houe provision which limits 
the penalty for unlawful use of funds to the repayment of misspc;nt funds. 

• 	 Oppose Senate penalty provisions as punitive and based on subjective determinations of when 
di.a1I.....d expenditure•••nStitute Ir"entional mi,use .f fund!. Also oppo$o Senate language noqulrins 
states: to repla.ce reduction' In their grant due to penalties by spending a~tional state funds in an 
amount equal to the penalt)', 

• 	 Adopt the Senate language setting the effeaivc: date of the penalties at six months after the secreary 
issues final rules or Octcber L 1996, whicbever is latet. 

• 	 Adopt the Senate language permitting states to enter into a corrective e.clion or eompliance plan to 
correct violations in lieu of paying; penalties. 

I 
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• 	 Oppose the butderuome data collection and reporting requirements in the Senate bill. These 
requirements are unreasonable At!d would impose substantial cos1$, 

lmIDimnts, The Governors believe that the tI,limi'natioD of federal benefits to legal nonc:itiuns doe! not in 
itself change any state's. legal mponsibilitics to make state services available to a1l1egaJ immigrants, 
Policy adopted by the Governorn clearly state, that becaUse the federal government has ...lusive 
jurisdiction over our nation', immigration policy, all co.ts resulting from immill"'tion policy Should be 
paid by the federal government. Although we can ••ppon deeming requirements for sorne programs and 
changes EO make affldav;ts of support enforceable, we OppOI<' federal restrictions On aid that sbift coats 
to states. We have the following recommendations for conferees in thi, atC3. 

• 	 appOI<' the He... ban on benefits to legal noncia""", from Aid to PamiHe. with DependeDt Children 
(AFOe), food Slamps. Medicaid, and 'llie XX. , r 

• 	 SUWc:n the Senate decmins requirements ~"ith the modification to res.tric;t deeming to food stamps and 
cash assistance. to end deeming at citizenship and to h,clw:1e House and Senate exemptiOIu for 
individual., 

• 	 Support Senate SuppJemental Security Income (SSt) provisions regarding noncici:aens. incJuding both 
House and Senate exemptions for individuals. 

l1li • For five·yearpro'poctive bar in Senate. include both House and Senate exemptions for individuals. 
• 	 Support S..... 1longuage giving .tate. the option 10 deem ""te and local Pfollt11ffiS. 

Cpjld SUPRo". The Governo" believ< ,bat • mo.. effeotive <hlld support system is • critic.. compo••nt or 
welfare reform, and both the House: and Senate bills rnakt many ~hanges that will strengthen me system .and 
improve interstate collections. The Governors aupport a continued federal·state partnership and urp the 
conf~ree$ to adopt the fonowing recommendations. . 
• 	 Adopt (he Senate language fQt the distribution of child $\Jt'POft arreara~$. This gives states the optiDrt 

of discributil'lg to the family fint the amarages that ac:crued befClfe 01 whUe the family reeeived welfare. 
The Congression.. Budget Office (CBC) estimate.! that under the Hou,. bill, whicb mandates 
distribution to the family first. the federal govemment would 10so $1 billion and SUlte governments 
would lose $766 million in the flIst three yeats this provision is in cff~t. . 

• 	 Add new proviSion permitt;na stateS to lupplement temporary assistance with: cum:nr month chl1d 
lIuppon payments up to (he f!tlltc's standard of need. This would eMble states to continue "f1l1-the-gap" 
policies with child SUpport paymenu. 

• 	 Adopt the Senate l~guagt: for a two-year extension of the deadline aru:l ~nh:ml;ed fe.deral match for the 
,roation of cbild ,uppan system, required by the Family Suppon Act or 1989. State..... h.ving 
difficulty in meeting this deadline partially because the Department of Health and Human Services: 
failed to issue fjnai regulations and grant approvals in a timely manner. 

• 	 Adopt the Senate laniUage for the crea.tion of a new perfonnanl;e-based incentive system with iMentives 
p:dd from collections that would otherwise be reimbursed to the federal govefTU'tlel'tt. We urge you, 
however. to Strike the 90 percent l;ap that would be imposed on reimbursements. The House bUi would· 
pay incentives by increasing the federlll m.&tCh. TCd~ing states' ability to use incentive dollars for 
program innovations. 

• 	 Oppose Senate and House mandates fot states to ban aid to those in IU"rCaIS on child support. Support 
Senate option for states to d~n)' food stamps to those in arrears. " . 

Fggd Stamps£ Governors have long Sl,lpport.ed greater confo~y between the food stamp program and 
A'POC and appreciate provisions in both bills that will facilitate program simpilf'teation and give states 

http:Sl,lpport.ed


OCT 10 ~9S .. 2:36PM 
, ' 

October 10. 1995 

Page 4 


, 
greater flexibility in administering the food stamp program. We advise conferees to take the following 
action. 
• 	 Adopt the Senate provision that expands waiver authori~y for states. The provision pennil$: states'to 

requesc waivers to test innovari'fe reforms, promote work. or allow greater conformity with other federal.. 
5a:ate. and local public assistance programs. The House bill does fiOt include a provision on waivers. 

• 	 Reject the House provisions on food stamp quality controL The House bill repeals the 1993 quality 
control reforms resulring in a roll~back to the provisions that were in effect in J988. The 199) food 
Stamp quality contra! (QC) reforms received \Wide bipartisan 'support by the nations' Governors because 
they helped to rna.b the system fairer and more equitable, The Senate does nor make any c.haJ'lges to the 
food stamp quality control syst.em. We \Jr. you IO Strike the provision's in the House bin-regarding food 
stamp quality control. 

• 	 Accept the Senate language that reauthorizes the food stamp program in its present uncapped form. 1:
Under current "paygo" provisions. it would be very difficult lo provide additional fundine: beyond a cap 
if unforeseen circumstance5 such as a re«ssion Of natura) dtSasler resulted in incre3sed demand. 

• 	 Support Senate provisions (~th minor lIlCdificanoos) on the simplified food stamp program. food stamp 
work requirementS. and on funding and design of food stamp employment and t.taining programs. 

SUDpleml!ntal Security Income. The OOVetTl:Of$; have the following lecomt't1endations for conferees on the 
55l disability program, 
• 	 Support Senate provisions regarding children's eligibility for SS!. 
• 	 Support the Senate provision allowing states to repeal their SSl state supplements. 
• 	 Support lhe House funding level for substance abuse treatment ($400 million over five years) but 

funding ••auld flow .hrougll the Sub,,,,",,,, Abuse Block Grun' rather than tbrougll 'he Capacity 
Expansion Progrmn. 

• 	 Suppon the: Sena.te effective dates for aU 55I changes. 

Electronic Begefly Transfer< Delivery of benefits through Electronic; Benefit Transfer (EST) systemS 
redllCe1 cost!! and c~s down on fraud. The federal government should encourage and support the delivery of 
services through EBT. To this end. We recommend that confet'tes take the foUowing action. 
• 	 Adopt the House proVlsion that exempts all state and Io.:al iovernm.ent EDT programs from Regulation 

, E.. The Senate Regulation E exemption is limited 10 food st:J.tnp EBT programs. 
,. 	 Adopt lhe Senate ptovisions that give stales the option of recei'lllng increased federal suppott to develop 

food stamp EBT systems. ' 

We thank you for consid.ering our views. 

Sin••rely. 

!3~~A 
Governor Bob Miller 


