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February 18, 1997

Olivia Golden, Assistant Secretary
Administration for Children and Families
Dieparment of Health and Human Services” : .
5" Figor East, 370 L’Eafant Promenade, S.W. -

Washington, D 20447

Dear Assistant Secretary Goiden:

On behalf of the National Governors” Association and the American Public Welfare Association, we arc
pleased to provide the foliowing comments on the proposed rule governing the Temporary Assistance foy
Needy Famifies (TANF) block grant, issued Nov. 20, 1997, by the U.S. Department of Health and Human
Services' (HHS) Admizustration for Children and Families, The comments get forth in our document were
developed afler a series of mestings in which state agency administrators and governors’ policy advisors
discussed the proposed rules’ probable ¢ffect on state TANF programs designed 0 serve America’s most
vulsierable chitdren and families. We are grateful to the Department for conducting extensive consultations
with states throughout the development of these proposed rules, and offer our continued commitment
work with the Administration o revise and finalize these critical rules. :

Since enacunent of the Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (P.L.
104-193), states have achicved remarkable success n the development of programs and policies to move
welfare chients off assistance and into employment. Absent any federal rules, states have developed
innovative and effective welfare reform programs guided by their seasonable interpretation of the Iaw.
States have been suecessful in large part because they are no longer bound by past rigid federat regulations
that ance compelled 48 states 10 seek time-consuming and resource-depleting waivers 1o implement
promising idens. Just as the architects of the TANF statute had envisioned, freedom from restrictive foderal
regulations has sparked new ideas and strategins 1o move clients from welfare to work and o avend welfare
dependenay,

Some states have devolved considerable authornity 1o localities, and in the process have established
performance goals and outcomes rewarded with mereased fands for Jocal hursan service programs, Others
have developed creative state interagency parnerships hinking public kuman servics departments wwith
gconomic development, labor, transponation, and cducation to leverage program resources to attain the
goals set forth in the act, These cross-program collaborations are preducing improved services and
appartunitics for families. New state parterships with the private sector and community-based, religious,
and charitable organizatious are changing the design and delivery of public human services throughout the
country. A heightened focus on measuring program outcomes and performance, @ departure from the
payment accuracy systems of the past, is providing state agencies with new tools to periodically assess and
refine thelr welfare reform strategies,
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The emphasis on wazk, coupled with the imperative to make families self-sufficient within 3 five~-vear time
limit, has hastened the pace of state performance. Thousands of clients have moved into privae,
unsubsidized employment often supported with govermment-subsidized child care, medscal, and
transportation services. As President Clinton has often noted, the dramatic decline i 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 maintenance-of-efiort (MOE) requirements—marking a penod of record
investments in critical services such as child care 10 support chients in their ransition to the world of work,

Stares are changing their welfare reform strategies to meet the needs of their clients—swhose nveds are
changing a3 well, States no longer administer static systems of entitlement and income maintenance, but
rather Jyvnamic programs tatlored 1o match client skills with evolving employment oppertunities and
services designed to meet the needs of children and families making the transition to work. The program
that serves familics sday may change tomorrow because the needs and characteristics of caseloads may be
different, because the economy may slow, or because the original plan may need 1o be refined. For these
reasons, the federal rules applied to TANF must stand the o3t of time, preserving the enhanced state
flexibility afforded in the law that is so critical to maintaining this impressive record of achievement.

After all, the individuals with the most at stake are the children and families we scrve. Accordingly, states
need to be allowed to focus their time and respurces on serving these children and families, While foderal
regulutions are obviously necessary, they should not hinder or eripple state programs in the process. We
need a strong federal-state partnership with the shared objective to minimize unnecessary interference so we
can maximize the chance that families will succeed. :

The proposed rules, therefore, are critical to the future administration of TANF, Definitions and
restrictions on program design and operation m the proposed regulations could dramatcally alter zach
state’s TANF plan. This would be especially unfortunate because states have compieted one fiscal vear and
a quarter guided by their reasonable interpratations of the law. Clients have been notified of the rules the
state hays etectad 10 apply to their programs, devolution to the counties has occurred, and programs are
underway,

States wholeheartedly endorse a number of provisions in the proposed rules, cither because they comport
with the guléazzce HHS released’ i jdnuary 1997 or because they edify the states” reasonable
interpretations of the statute. For example, we are pleased with the proposals to simphify the TANF
financial reporting farm; the interpretation that six weeks of job search applies to the fiscal year and not to
s lifetime limitation; the ability of states operating under waivers 10 use their work definitions in calculating
the participation rates; the prosration of the penalty for failure 1o meet the two-parent work rate penaity; the
apphication of the family viclkence option to the wark penalties and hardship exemption; and other
pravisions noted throughaut the attached document.

However, we have 2 number of serious concemns with the proposed rules. The basic, foremost concem is
that the rules would 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 proposad rules that presumes states will behave
dishongrably and either “game” the system or treat welfare recipicnts unfairly, We believe this approach is
unfair and unwarranted—effectively punishing states for actions that have not accurred. Absent any
campelling findings of such behavior, we believe the regulations should support, rather than discourage,
state flexibilizy and innovation, Should problems anse in the future, we would be happy to work with the
Administeation to resolve them,
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Based on extensive conversations and meetings, state officials came 10 a consensus on the foliowing
prOTILY CONCETRS:

restrictions on separate state-only programs and MOE
hmitations on child-only cases

provisions that discourage continuation of waivers
new data collection reguirements

application of the administrative cost cap

definution of assistance and eligible families

work and related penalties

* ® ¥ F » 9 =

Gur comments are divided into three sections: The firgt section represents state consansus on the prionity
concemns with the proposed rules and recommendations for changes desrued most critical by states, The ..
second section provides comments on remaining issuss. The final section contains detailed
recommendations for changes 1o Appendix A.

We appreciate the opportunity 1o comment on these proposed rules and hope that the final regulations will
include many of our recompmendations so states can continug to effectively mplement their programs and
move families woward self-sufficiency. :

Sincerely,

Geor . Voinovich Thomas R. Camer

Gaverér of Ohio Governor of Delaware

Chairrman, National Governiors” Association Yice Chairman, National Governors™ Association
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Cornelius D. Hogan Gary I, Stangler
Seeretary, Vermont Agency of Human Services Director, Missours Departiment of Social Services
President, Amertcan Public Welfare Association Chairman, National Council of S1ate Homan

Service Administrators



"NGA AND APWA COMMENTS ON PROPOSED TANF
REGULATIONS

SECTION 1: PRIORITY AREAS OF CONCERN
L 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
siates have made to date. The law is clear: the Department must adhere to Section 417 of
the Temporary Assistance for Needy Families (TANF) statute that “No officer or
employee of the Federal Government may regulate the cicmdzzct of states under this part or
enforce any provision of this part, except to the extent expressly provided in this part.” In
numercus instances, we contend that the Secretary has exceeded her authority, regulating
program design and administration when the statute gives her no legal fight to do so. We

- are particularly concerned about the proposed rules related to separate state programs,
child-only cases, data collection and waivers.

In other areas, i is hard to understand how the Department could have interpreted the law
s0 as to enable the Secretary 1o condition and link a staie choice of TANF program design
and optional repent submissions to eligibility for penalty relief, caseload reduction credits
and bonuses. For example, the statute does not give the Secretary avthority to deny the
caseload reduction credit 1o any state and yet the proposed rules would deny states the
credit for failure to submit 2 separate state program maintenance-of-effort report (MOE).
We detail our concerns in sach section of this document. S —

Finully, we are disappointed with the tone of the preamble and the fact that the
Depariment makes no reference to a federal-state parinership in achieving the goals of the
Act. To the contrary. throughout the propased rule, we find policies cast it suspicion that
states would make every effort (o avoid the work participation rates, evade the life ume
limnit and undermine the goals of child support enforcement. And, yet, the Department
provides no evidence to support its suspicion or justify this assumption. The rule ignores
thie fact that the majority of states are requiring clients to'move to work immediately, not
wailing the two years the statule permits. Nearly half the states have chosen shorter
lifetime time fimits than the five-yesr maximum as a way of encouraging clients to move
10 work more swiftly. And even the Administration has touted the record improvement
states have achieved in recent vears through sigorous enforcement and collection of chiid
support for needy families.




1l. SEPARATE STATE PROGRAMS

We are very concerned about andd disappointed by the negative and distrustiul tone of the
preamble to the proposed regulations regarding separate state programs. We hoped the
Departreent would not seek to Hinit the flexibility provided in the statute that will allow
states w develop innovative and outcome-oriented programs.

In a number of sections of the proposed ruies, the Depantment, assuming the worst
behavior from all states, threatens 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 montor state behavior in the
area of separate siate programs and ties the submission {lf these “optional” reports o
eligibility for the high performance bonus, the caseload reduction credit and 4 work
penalty reduction. We believe that the combined effect of these provisions will be to
discourage state innovation—to the detriment of the weli~bcxng of families.

We believe that the statute is clear: states are permiited tb serve eligible families in
separate state-funded programs and have the spending in these programs count toward the
maimtenance-of-effort requirement. As outlined in the January 1997 policy announcement
{TANF-ACF.PA-97-1), states may expend state MOE funds in three different
counfigurations: 1) co-mingled with TANE dollars; 2} segregated but within the TANF
program; and 3} expended in separate state programs, The preamble and proposed
regulations, as weli, confirm that separaie siate programs are a legitimate option under the
law and that states are 10 have more flexibility with these funds. At §2Fed.Rep. 02129,
the Department writes ““We recognize that States have more flexibility in spending State
MOEL funds ihan federal funds, :spcmally when they expend their MOE funds in separate
State programs.” .

We-also firmly believe that the MOE requirement under T&NF represents a financial
conunitment to spending on needy families, not a speciﬁé program commitment. As
recognized in the January pelicy announcement referenced above, TANF requirements do
not apply (o these separate state programs. This enables states to design programs for
targeted populations that have special needs or (o ¢reate mnovative approaches to support
work such as state eamed income credits. ‘

Currently, several states have created separate programs to serve the most valnerable
families--legal non-citizens with poor janguage and literacy skills, single parents taking
cure of a digabled child, clients not disabled enough to qualify for SSI but unabie to work
20w 30 hours a week, and victims of domestic violence. With the flexibility available
under separate programs, states are able to set individualized participation
requirements--which may include substance abuse treatment, ESOL, education and work
~~appropriate to the unique circumstances of the family. States have also created separate
state programs to provide enhanced access (o education and training aclivities and to
provide food assistance 1o immigrant children. These programs serve very legitimate
purposes and are not designed to evade the work requirement or fime limit but rather 1o
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provide the flexibility needed w0 meet the families’ special needs. According to the
stanne, state spending in these programs on eligible 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 state programs. Spending in ‘Iscpaz‘atz: programs, then, i1s not a
sigaificant amount of toral MOE and there is no evidence of widespread abuse. We urge
the Department to monitar state 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: |

Data Report, Section 275.3 (d)

This section conditions eligibility 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 disaggrégated case infarmation on
families served in separate state programs. We believe that the request for this
information and uts linkage to penalties, bonuses, and caseload credit exceeds the
Department's regulatory authority ander 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 ¢lients have only limited contact with the state or state garned
income credit programs which are administered zhmaghgthe tax system.

Under Seciion 273.7 (b) states are required (¢ file an annng] addendum to their fourth
quarier TANF financiai repont providing information omexpenditures, activities provided
and individuals served in stae-only programs for the purpose of counting MOE
espendilures. We believe this repont will provide sufficient information to the
Department for monitoring of spending in separate stale programs and no further
reporting is necessary. Additionally, since the vast majority of MOE spending i3
expended in the TANF program. client data on most MOE-funded familics will be
included in the TANF Daia Report. Therefare, we recommend that the TANF-MOE Data
Report be eliminated.

Penalty Reductien. Section 271,51

This section makes states ineligible for a penalty reduction for failure to meet work
participation rates uniess the state demonstrates it has not diverted cases 1o a separate
program for the purpose of avoiding work participation rates. By adding a new
conditional requirement, the rule is in conflict with the law which states that the Secretary

. “shall” impose reductions in penalties based on the degree of noncompliance. This }
noncompliance rejates 1o the states’ performance in its TANF program-the statute makes
no reference to MOE spending in a separate state program. Additionatly, while a stare
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may have an unrelated policy purpose in establishing 4 separate program, the Secretary
. may erroneously determine that the state's intent is © avoid the work rates. We do not
believe that the state should be put in the situation of having its intent or purpose
challenged by the Secretary, It is unclear how the Smmtary ¢an accurately make an
assessment of the state’s purpose: the reasons for state azmsmzzs are complex and often
based on many factors. This provision ¢reates a cireular debate about intent—one that
will be impossible 10 fairly and definitively resclve,

Reasonhible Cause and Corrvective Compliance, Section 272.5

Sections 272.53{c) and {d) prohibit a reasonabie cause exemption from a number of
penalties if the Department detects a significant patiern of diversion of families to a
separate state program that achieves the effect of avoeiding 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 shouid grant the veliefe—
regardless of the existence of a separate program. Section 272.6(1)(2) similadly limits
penalty reduction under a corrective comphiance plan “unless the state corrects the
diversion.” This would effectively require states 10 discontinug their separate siate
programs. I 50, the special needs of these families will go ummet. These provisions
place states with separate programs at greater risk of penalties even though the law does
not speak to “a significant pattern of diversion™-—an arbitrary and imprecise standard
created in the proposed rule. In fact, 1t s vinually inevitable that some diverston of the
federal share of child support will accur, For example, for some separate state programs,
such as a program (o provide food assistance to non-citizen children, the state may not
feel i1"s appropriate (0 trigger ihe assignment of ¢hild support rights.

States also object because these provisions are so far-reaching, not only would & state be
denied penalty relief from the work panticipation rate but also from the time limit, work
sanction and child care penalties—issues ynrelated to the work rate,

We believe that these provisions are based on unfounded assumptions that separate state
programs would be used for purposes other than 10 serve families. Indeed, if states truly
wanted ta “svoid the work participation rate,” the simplest approach would be to
climinate benefits altogether for certain families. The vast majority of states have been
administering TANF programs for 15 months and there 13 no compelling evidence to
suggest that states have structured or operated their programs to avoid work penalties or
avold remitting the federal share of child suppon collections,

We firmly believe that HHS should not issue regulations to address problems that de not
exist. Regulating to prevent some polential, future actions by siates may have the
unintentional result of discouraging siates from adopting innovative and progressive
strategies to assist TANF families. Again, we must underscore that the law places no such
restrictions on separate state programs. We believe that the maintenance of effort
requirement is a fimancial commitment, not a program conymitment, As long as the
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Departrnent dctmmaes that the state-funded programs are qualified expenditures under
the law, then the stawe program design should not be rz:guiaxc{i further.

Remmmendatian. We urge the Department 1o sirike any reference to separate state
programs when determining penalty reductions, reasonable cause exenptions or
corrective compliance. The Secretary should not treat states with separate state programs
any differently than those without them, Addinonally, as discussed above, the rules
should not require detailed data reporting on separate state programs,

II1. WAIVERS

Central to the intense negotiations over the design and application of the PRWORA faw
was the states” ability 1o continue federally-approved welfare waiver research and
demonstration projects after the enactment of welfare reform, Governors fought for the
inclusion of Section 415 of the TANF statute that explicitly allows states to continue their
waivers umtil their expiration date, even if they are inconsistent with the new law.
Congress allowed states to continue these waivers because it knew that welfare reform--
undertaken by the states long before the passage of PRWORA-- was achisving
extraordinary, unprecedented success in moving families off of welfare and nto work.
Indeed, the innovations and policies included in state watvers provided a model for the
new federal welfare reform law.

Congress respected the fact that states had dedicated considerable resources 10 develop
waiver demonstration projects; achieved federal approval only after an exhaustive
appiication process; committéd resources for a rigorous e\« aluation of their waivers and
adopied 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 10 “encourage any State operating a waiver (o continue the waiver.” It is
confounding that, in direct contradiction 10 the expressed intent of the law. the cumulative
effect of this proposed rule is to disconrage states from coutinning their wajvers,

The propased rule sets forth a narrow and incomprehensible definttion of waiver
“inconsistencies,” denies waiver staigs any reasonable cause exception or penalty
reduction, and pressures states (o discontinue their waiver as pan of their corrective
compliance plans. The Secretary once again has exceeded her authority in the regulation
of waivers, Section 413 of the TANF statate granis her no such authority.

The preamble {82 Fed. Reg. 62143-44) states that with réﬁpez:i to the waivers and the
work requirements of the new law, the Depariment “wanted (o draft a regulation that
would halance the legislative emphasis on helping recipients find work guickly with the
intent 1o allow States 1o continue reform activities they had already undertaken.” This
statement is odd for a number of reasons: first the statute does not instruct the Secretary
1o “balance” these objectives and second | the Department wrongly assumes the states
with waivers do not have welfare to work as a prisnary objective. In fact, work 15 the
centerpiece of these waiver demonsirations. States are well aware that when their waivers
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expire and cannot be renewed, they must immediately meet all the provisions of the
TANRF statute, including the work participation requirements.

[}
i

Definition of Inconsistency, Section 270.30

The proposed rule introduces a new standard not found in the law by stating in Section
270.3C “Inconsisiency means that complying with a TANF requirement would necessitate
that a State change a policy reflected in an approved waiver.” This standard of necessity
is far oo restrictive. More {undamentally, Section 417 of the TANF statute limits the
Secretary's authority to regulate the conduct of States “except o the extent expressly
provided” in the taw. The TANF stawute grants the Secretary no such authority to regulate
Section 415 with respect to defining watver inconsistency.

Recommendation. The authority rests with the state, not the Secretary. 10 determine if a
waiver provision is inconsistent with the law. In their TANF state plans, states identified
waiver inconsistencies and whether they intended to continue or discontinue their
waivers. We recommend that states continue to have the authority to do so.

Application tc Work Requirement, Section 271.60(b)(1)

Second. the application of the proposed definition of inconsistency creates more
confusion than clanty, panicularly with respect to work participation requirements. We
agree with the policy in Section 271.60 (b}{1} that permits siates to use the work activity
definitions contained in their warvers, Clearly, states would need to "change a policy
reflected in their approved waiver” if they were compelied 1o follow the TANF work
definitions. We were perplexed when the application of the inconsistency definition to the
hours of work and exemptions, Section 271.60 (b}(2} and 271.60(¢) respectively,
produced a different outcome. -

Some states would need to change their waiver policies to comply with the hours of work
defined in the work participation rate requirement in TANF statute or they would be
penalized for failure to meet the work rate. Yet, under the proposed rules, some would not
be permitied to defer to their waiver hours in this instance, Some state watvers contain
exemptions for certain clients from work requirements, yet under the proposed rule, those
exemptions woukd not be recognized as inconsistencies: Again, these states would have o
change their policy in order to meet the work rates and avoid a penalty. As with
atlowable work activities, we believe hours and exemptions represent inconsistencies.

In Section 415(a)(2)(B} of the TANF statute pertaining to waivers granied 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 shall nor affect the applicability of section 407410 the State.” Presumably, then
the applicabiluy of section 407 should be affected with respect 1o waivers gramted grigr to
the enactment of the law.
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Recommendation. We interpret this section of the law to mean that the intent of
Congress was that all states must meet work participation rates. States with waivers
couid 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 Jinked and therefore, states should be permitted to assert
inconsistencies for all of these.

Lack of Encouragement of Waivers, Section 272.8(b) (1), () snd (3)

Section 415 {¢) of the TANF statute states that the Secretary “shall encourage any State
operating a waiver described in subsection (a) 1o continue the waiver and to evaluate. . .the
result or effect of the waiver.” Unformnately, Secuon 272.8(h) (1), (2} and (3) of the
proposed rule discourages states from maintaining their waivers if they fail the work
participation rate or time limit reguirements by a) making those states ineligibie for a
reasonable cause exception from the penalty as well as a reduction in the work penalty
under Section 272 .51(b)(3); b} requiring Staies 1o “consider modifications of its
alternative waiver requirements as part of its corrective compliance plan:” and, ¢) denying
a reduced penalty to states who continue their waiver and fail to correct a violation under
‘a compliance plan. This section is unduly punitive and harsh. It would cause important
evaluations and experimentation to be discontinued if 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 1o penalty reduction under Section 272,51 relating to waivers.
Rather than following Section 40% of the TANF stature, the proposed rule adds waiver
status 1o the conditions for penalty reduction. As in the case of separate state programs.
the proposed rule is in conflict with the law, :

The Department explains these proposed penalty provisions in the preamble (62 Fed.
Reg. 62150) by pointing to the waiver states” “advantage compared to States operating
fully under TANF rules.” If these states {ind themselves in penalty status, the waiver
evidently did not provide them with that advantage. The proposed penalty ignores the fact
that walver states that experience a recession or a natural disaster may not be able to meet
the work participation rate, notwithstanding any “advantage” work definitions might
afford. Yet, watver states experiencing these extreme circumstances would not receive
any relief, The treatment of watver states with respect to penalties is unjustified.

H
Recommendation, We recommend the elimination of these sections of the proposed nule.
We believe waiver states should be treated no differently than non-waiver states with
respect to the application of the reasonable cause exception, work penalty relief and the
corrective comphance plat.
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Application to the Time Limit, Section 274.1(e}2)(i} .

The proposed rule specifies that “a State will count toward the five-vear limit ali the
months for which the adult is subject to a State waiver time [imit.” The proposed rule
raises serious client notice issues. Some states operating under waivers informed clients
that their tite on assistance did not count toward the federal lifetime time limit, These
states viewed the time limit as inconsistent with their wajvers, based on their reasonable
interpretation of the statute. Under this proposed rule &:zd due o the {ack of Department
guidance on this issue, chients and their fanslies would Icse a year or more of TANF
eligibility.

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

IV. CHILD-ONLY CASES

We strongly oppose the child-only case policy outlined in the proposed rule. Just as in the
Separate State Programs section, we see the sentiment of distrust and suspicion abowt
state behavior emerge once again. It is particularly ironic that the preamble states that the
Departinent has “become concerned” that states would avoid the penaliies by exciuding
the adule from the cases, vel, provides no evidence that any state has “converted” any
cases in order 1o avoid work or time iimit requirements. The preamble states that “such
canversions 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
Section 401 of the TANF act: "to provide assistance to needy families so that children
may be cared for in their own homes or in the homes of relatives,” We urge the
Department io reverse this policy that would force states 1o decide whether to fund these
¢hildren or be exposed 1o severe penalty.

Prohibitions on Child-Onlv Cases, Section 271,22 and Section 274.1

These sections of the proposed rule would prohibit states from converting TANF cases to
child-only cases solely for the purpose of avoiding the work participation rate and time
limit penaities. Further, the proposed rule would “add-back™ those cases inio 3 states’
denominator 1o calculate the work participation rate and hardship exemption, if the
Secretary determines those ¢ases have been “converted” or the state has adopied a
definition of family sclely for the purpose of penalty evasion. Finally, Section 271.22

(B} 231} requires states 1o “report 1o us annually on the number of famtbies excluded
because of the State’s definition and the circomstances underlying sach exclusion.” Siates
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strangly object to the proposed rule pertaining to child-only cases for the following
FEAS0NS.

First, it is critical 1o note that there has been no widespread change in state policy with
respect to the funding of child-only cases. The percentage of the child-only cases to the
toral number of cases was increasing prior to the enactment of the TANF statute due to
factors unrelated to work participation rates and time limits. Child-only cases serve
“gitizen children™ bon to non-citizen parents, children in households with adults
receiving S$SI benefits, children who have avoided entesing the child welfare system and
instead are cared for by relatives and in some states, children whaose parents lose benefits
due to sanctions or time limits. The percentage of child-only cases continue to rise due (o
these aforernentioned factors and due 1o the sumber of adult headed households exiting
the welfure rolls for work. The funding of child-only cases was permissible under AFDC
and there is o reason why states should sot continue 1o fund these cases under TANF.

Second, the TANF statute neither prohibits nor discourages states from making only the
children—and not the adult caretaker—eligible for benefits providing that the children are
in the care of an adult. The Secretary has exceeded her authority by proposing to
determine state motivation for creating a child-only case and to add-back cases in the
denominator 1 determining work participation rates and hardship exemptions from the
time limit. The Secretary has no authority to reguiate the type of child-only 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 1o determine whether the state “convented” cases or defined
families to avoid penalties. Given the complex factors invelved in these children’s hives,
i is difficult to imagine how the Secretary could attribute evasion of the penaltics as the
“sole” motivation for creating a child-only case. The Department apparently had difficulty
in developing a clear and enforceable standard 10 use, such as specific criteria it might use
in determining the state's motivation. The absence of any problem always makes it
difficuit to advance a solution. The Depariment should not regulate in this area uniil a
problem arises.

Finally, the proposed rule seeks 1o determine the motivation of the state for creating gach
child-only case by creating a vague standurd that would be impossible to administer and
even more difficult to prove. Moreover. the requirement that states report on the
circumstances underlying each exciusion would be extremely burdensome on states and
yield little useful information to enable the Secretary to determine state “motivation.”
Since this determination would resuilt in the adding-back of cases in the desominator,
states, fearing federal penafties, may discontinue benefits 1o child-only cases,

Reconunendation. Absent any evidence of a probiem, there should be so federal
regulation of child-only cases or special reporting requirements on child-only cases.

NGA asd APWA Commests on Froposed TANF Rules, February {8, 1998
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V. WORK-RELATED ISSUES

Caseload Reduction Credit—-Subpart D, Sections 271.40-271.44

Under the TANF statute, states will receive a pro rata reduction to their work
participation rates based on caseload reductions compared o FY 1995, This provision
“rewands” states for successfully moving families off the caseload and into employment
and self-sufficiency. The caseload reduction credii compensates for the fact that work
participation rates are essentially process measures, counting only those who are on
welfare and working and failing to measure the desired outcome of leaving weliare for
work.

The law requires that the caseload reduction credit must not reflect any caseload changes
that resulted from either Federal reqguirements or state changes in eligibility. The
statutory language placed the burden on the Secretary to demonsirate “that such families
were diverted as a direct result of differences in such eligibility criteria.™ The proposed
rule at Section 271.41, however, effectively transfers this burden 1o states by requiring
states to submit an application that specifies all eligibility changes since the beginning of
FY 1995, estimates the impact of each change that affected the caseload and describes the
estimating methodologies.  States generally support this approach because they are in a
better position to make these calcelations. However, they have expressed concerns about
the difficulty in clearly identifying the effects of individual policy changes. They also
helieve that the imeframe 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 oaly two weeks to respond
to any followup questions from the Depaniment {Section 271 .41{d}{2)). Since the
Department recognizes the difficuity in determining these factors, as well, we hope the
Department will work with the states and be open (o evolving methodologies.

States have raised a number of concerns with the methodology for determining the
caseioad reduction factor as outlined helow.

First, the proposed reguiation at, Section 271 41, reguires the calenlation of two separate
caseload reduction factors — one for all families. and one for rwo-parent familics. This
two-part distinction was not in the swatute. It will disadvantage many states that,
consistent with the goals of promating work and two parent family formation, have
adopted policies 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
rale. We recommend that states have the option 10 either use separate caseload reduction
factors or use a total caseload reduction factor for both the two-parent and the all-family
work participation raes.

Second, the proposed rules at Sections 271,40 and 271.41 require that states campare
their FY 19935 AFDC caseloads with all TANF and MOE cases 1n the state receiving
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asgistance, including 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 TANF caseload (unless 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 offset
legitimate caseload reductions. A more appropriate comparison may be individuals in
the caseload {for both the base year and curreat year) receiving cash assistance.

» For the two-parent caselcad reduction Factor, the proposed rule would require a state
to compare its two-parent caseload to its FY 1995 AFDC UP caseload. However,
these data are not necessarily comparable. For example, two-parent families with a
disabled child were excluded from the UP definition but are included in the two-
parent caseload under the TANF statute. Also, while the TANF law permits states to
exclude from the two-parent caseload those individuals with a disabled spouse, the
AFDX program excluded fanuiies with an incapacitated spouse. States my define
disability differently from the definition of incapacity under the AFDC program.

¢ Finally, states report that they have made a number of "positive” policy changes—
such as increasing earnings disregards, eliminating the deprivation factor, increasing
need standards—— that have resuited in caseloads being larger than they would have
been in the absence of these eligibiliny changes. As currently writien, the proposed
rules do not permif any sort of adjustment 1o the base year or for eligibility changes
that increase the current caseicad.

Al Section 271.42, the rule outlines the reductions that count in determining the caseload
reduction factor. We believe that the Department has generally created a reasonable
distinction between factors that directly affect a family’s eligibility for assistance, such as
income and resource limils, and time Bmits, and these that are enforcement mechanisms
and procedural requirements. While the proposed rules are silent on the 1ssue, we do not
believe that the behavioral requirements such as the requirement o participate in work
activities 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 permitied to make adjustments to either their base-year
caseload 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 1o adjust for caseload increases due to federal and state eligibility changes.
Without this flexibility, states may be disinclined 10 adopt policies that are consistent
with the intent of the law and secondarily result in caseload increases. These include
policies that make work more attractive and/or suppon the formation of two-parent
families, We strongly urge the Department to work with our organizations and states 1o
develop a consistently fair net caseload reduction credit methodology that would permit
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states 10 make adjustments either in their base year figure or current year caseload data so
that states will ruly be comparing “apples o apples.”

Additionally, as previousiy discussed, the rules should allow states 1o have the oplion 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 o
provide information to receive a caseload reduction credit and specifically recommend
that states be given at least 30 days to respond 1o any followup questions from the
Department. Finally, the rules should clarify that requirements that individuals perform
certain aclivities in order to receive Or continue 1o receive assistance should not be
considered an eligibility requirement for the purpose of determining the caseload
reduction credit.

State Work Penalties-Subpart E

The TANF statute established wugh, new work panicipation rate requirements upon the
siates and stff penaliies for faillure 1o meet the rates. Al the same time, recognizing the
substantial challenge of meeting these work rates, the law permits the Secretary 1o reduce
the penalty based on the severity of the failure and/or other circumstances and w waive
the penalty altogether if the state had a reasonable cause for failure to comply. The
statute grants the Secretary substantial Jatimde in making these decisions because
legitimate reasons for fallure could vary widely. Thus, we are concerned by some
provisions in the proposed regulations that would limit penalty relief to a narrow 3¢t of
CHOUMSIAnces. ’

Penaity Reduction for Failure to Meet the Work Participation Rate, Section 271,51

The statuie, at'Section 409(ax3 X}, requires the Se{:z‘ﬁta}y 10 reduce a state’s penalty for
failure 1o meet the work participation rate based on the “degree of noncompliance,” The
proposed rules have interpreted this in two ways.

First, at Section 271.51 (bX(2), the proposed rule provides that a pepalty for failure to
meet the two-parent rate will be assessed proportional to the size of the two-parent
caseload relative to the all-famiies caseload. Given that the two-parent caseload is
generally guite small relative to the entire caseload. the imposition of a full penalty if the
state failed to meet the two-parent rate—while meeting the ali-families rate—would be
excessive. We believe the proportional penalty is consistent with “the degree of
noncompliance” and are very suppontive of this provision,

Second, the rules propose that states must mest the 90 percent of the work rate in any

fiscal year in order to qualify for penalty reduction. This 15 an arbitrary threshold without
any statutory hasis and an inadequaie approach for many reasons.
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» [t fails to distinguish between states that have made a substantial effort and those that .
have not.

« Itmayfail 1 give relief to a state that has made significant progress even if it hasn’t
met the 50 percent threshoid.

« [t creates a disincentive for improvement if 2 state does not believe it can realisticaily
meet the 90 percent threshold.

» . 1t fails to give relief to states that have high participation in countable work activities
but may bave missed meeting the work participation rate because not ali participating
individuals met the hourly requirement.

¢}t fails to provide any consideration for increases in the caseload, whereby a stale may
be faced with an even higher work participation raic because the caseload reduction
credit will be less.

e It fails to account for the changing composition of the caseload-—pvertime, a higher
proportion of a state’s caseload will be those individuals with the most significant
harriers to employment.

« 1t fails to account for the fact that states are starting from different baselines.

» It fails 1o recognize that the two-parent work rate will be much harder to achieve, and
that overtime the all-families work rate will be harder to achieve as well,

Recornmendation. Clearly, the use of 2 single measure~a 90 percent thresholdw—can
not address the complexities of the “degree of noncomphiance.™ In fact, "degree of
noncomphiance” would most jogically be interprated as a proportional 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, Le. having an 18 percent work participation rate when the standard was 30
percent, would receive a 40 percent penalty reduction. If the Depaniment retains the
threshold approach, we strongly urge that 1t be reduced it to a more reasonabie {evel. As
states untversally agree that the 90 percent threshold is oo high, Additionally, given that
the two-parent participation rate is widely recognized as being much more difficult to
meet, the threshold should be lower for the two-parent rate than for the all-famibies.

We belicve that there are 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 lmited to a
single measure of degree of noncompliance.  The Secretary should be required to reduce
penaities if a state 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 oceurred as mdicated by the
percentage increase from the previous year. Significant progress could be defined by
the percenisge increase in the work participation rate requirement compared (o the
previous year under the statute, For example, the increase between the FY 1998 all-
famities requirement of 30 percent and the FY 1999 all-families requirement of 35
percent is 16.7 percent. A state would receive 2 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 jesser penalty, (OUr the measure could be
individuals in countable work activities who participated for at least 30 percent of the
required hours.)

+ A stale experiences a significant caseload increase but would have met the eriteria for
penalty reduction if its work participation rate were computed based on the prior
year's caseload.

o A state fails to meer the two-parent rate but exceeds the all-families rate. The number
of siigle-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 rumber to meet the two-work
rate, then the state would have its penalty reduoced, '

¢ A siate would have met any of the criteria for penalty reduction but 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 recessions or economic downturns, wide-
spread economic disruption (Le., a plant closing or a significant number of fayoffs),
chronic high unempilovment, and caseload increases. We also recommend that the
definition of natoral disaster incinde severe bad weather, such as ice storms which
prevent people from getting to work.

Reasonable Cause Wajvers of Weork Pepalties Section, 271.52

Under the proposed rules, the Secretary is permitted to grant reasonable cause waivers of
a number of penalties, including failure to meet the work participation rate requirements.
The Secretary 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 1) natural disasters and other catamities, 23 formally 1ssued federal guidance
that provided incorrect information, and 3} isolated, non-recurring probiems of minimai
ympact that are not indicative of a systemic probiem. Additionally, specifically with
respect to the work requirernent states may also claim reasonable cause if failure 1o meet
the rate was attributable to its provision of good cause domestic violence watvers or the
provision of assistance o cenain refugees.

Recommendation. While we believe the factors outlined in the proposed rule would be
reasonable causes for penalty waiver, states also believe that the proposed list is too
fimited and namow. Under Section 409(b) of the statute, the Secretary was granted broad
authority to make reasanable cause determinations, however 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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that the proposed rule should provide a list reasonable cause factors by way of example.
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 thal the state couldn’t masonab}y
anticipate and plan for.

We recommend that additional factors be provided in the proposed rule as examples of
reasonable cause including subestate, state or regional recessions or economics
downturns. wide-spread economic disruption, chronic high unemployment, caseload
increases, natural disasiers (including severe bad weather), and court orders or legal
challenges that prohibit compliance. These factors are similar to those we believe the
Secretary should be permitted to consider for a penalty reduction. Thaus, the Secretary
could determine whether the circumstances warranted a compleie waiver of the penalty or
a reduction.

Corrective Compliance Plan, Section 272.¢

Under the proposed rules, states not clatming 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 vielation. The
rule proposes that corrective action must be completed with six months, The preamble
explicitly asks for comments on-the six-month limitation,

States hold the view that the six-month timeframe will not be realistic or feasible in many
circumstances and they are panticularly concerned with respect o the work participation
rate penaity. In order to come into compliance, a state may have 10 make changes to its
underlying statute, reprogram computers or change state regulations—ail of which may
take longer than s1x months to achieve. ForexXample, a state may not be able to meet the
work participation rawe unless it changes its exemption policies—which would likely
require 8 change mn the state’s law. And six months could pass before the state legislature
£ven came into session again. States with county-administered systems particularly
believe six months will not be adequate.

Kecommendation. We recommend that the timeframe for the correcuive compliance
plat be proposed by the state in its plan and, as such, would be subject to review and
consuitation during the HHS process 1o reach mutual agreement on the plan,  In this

manner, the timeframe could be designed to take into account the particular needs or

¢ircumstances of the state,

Additionally, with respect to the corrective compliance plan and a state’s failure to mest
the work participation rate, a state should be considered in compliance if, in the year the
. state inplements the compliance plan (penalty year), it achieves the work participation
rate of the vear for which it 15 subject to a penalty. The proposed rules, however, would
require staies to meet a new target for compliance—the work participation rate in the
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penalty year. While states will obviously strive 1o meet the new work participation rate
requirement, they should not be held accoumabie to that standard in their corrective
campliance plan,

The rule also provides for a penalty reduction if the state achieves significant progress in
correcting the non-compliance and sets a 530 percent threshold, Section 271.33¢h), We
believe this is unnecessarily arbitrary threshold, We recommend that identification of a
level of progress or benchmark appropriate 1o the individual state's situation be pant of
the developsment of the corrective compliance plan.

Finally, as mentioned in the separaie state program discussion, we do not believe that the
Secretary has the statutory authority to deny a penalty reduction under a corrective
comphiance plan because the state operates a separate.state program. The TANF statute
gives clear authority to the state to establish these programs to serve eligible families.
Therefore, we recomimend that the Department eliminate any reference 10 separate state
programs wiien granting penaity relief under a corrective compliance plan.

Good Cause Domestic Violence Waiver , Sections 270,30, 271.52 and 274.3

States are generally supportive of the Department’s approach 1o provide 2 reasonabie
cause exemption 1o & state for fajiure to meet the work participation rate requirements and
to comply with the 60 month time limit if a state can demonstrate that failure to do so was
atiributable to the granting of goud cause domestic violence waivers. (Section 271.52 and
Section 274.3.) We believe that it is only reasonable 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 alse have the oppontenity to receive a penalty
reduction if it would have met the reduction criteria but for the provision of domestic
violence waivers. -

However, states are concerned that the definition of Good Cause Domestic Violence
Waivers, Section 276.30, establishes some prescriptive requirements that will have the
effect of discouraging states from choosing this option, notwithstanding the penalty retief.
First the propaesed regulation states that the goad cause domestic viclence waiver must be
temporary——not (o exceed six months, In contrast, the law at Section 402 (a)(7) provides
that the waivers may be for “for so Jong as necessary.” States with experienced in
working with victams of domestic violence report that six months is generally not long
enough to resolve their probiems. While the preamble language expiains that the waiver
may be renewed, this is not explicit in the proposed rules. While we agree that the waiver
should not be permanent. states should be permitted 1o determine the appropriate length
on & case-by-vase basis, as permitted in the statutory Janguage.

The provision requiting “an appropnate services plan designed to provide safety and lead
to work” also concerns states. Again, the provision goes beyvond the statntory language

which requires the state to “refer such individuals to counseling and supportive services.”
The services plan impites that the individual would be expected to punicipate in specified
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activities and could be sanctioned for non-compliance. This overlooks the fact that
participation—independent of the nature of the activity—-puts the individoal at risk in a
domestic violence sitvation. Thus, this provision could result in more harm than good.
Additionally, based on the language of the statute, states have moved ahead and creaed
referral mechanisms, developed screening forms and have trained caseworkers. The
proposed rules would require that states revamp much of their efforts w date,

Recommemndation. In summary, we urge the Department (o modify the proposed rules
regarding the good cause domestic violence waiver in several areas. First, the definition
st Section 270.30 should remove any reference to any time limit and return to the
statutory language “for $o long as necessary.” Stmilarly, rather than requiring “an
appropriate services plan ..." the definition again should reflect the statutory language
which requires referrals to counseling and sepportive services.

Finally, with respect to penalties for failure to meet the work participation rate, we
believe that the granting of domestic violence waivers ought 1o be a criterion for penalty
reduction as it is for a reasonable cause exemption.

V1. DEFINITION OF ASSISTANCE

The definition of assistance is crivical to the states” ability to administer their TANF
programs, their flexibility in designing innovative new approaches (o supponing a
family’s transition (o work, and ending dependence on welfare. States are concerned
about the proposed definition of assistance included in the proposed rule, particulariy as it
retates to child care, work subsidies, transpontation and the stricter definition of “one-
time, short term assistance.” The preambie describes the proposed definition as
“addiional clarifications” to the January 31, 1997 ACF policy announcement {TANF-
ACF-PA-97.1}), However, the proposed defiminion of assistance in Section 270.30 would
dramatically alter the lifetime time limits for thousands of TANF families receiviag child
care and work subsidies and require states to significantly alter or discortinue welfare
avoidance or diversion programs now underway in 30 states.

The Depantment correctly acknowledges in the preambie (62 Fed. Reg. 62132) that “a
state may provide some other forms of support under TANF that wounld not commonly be
considered public assistance,” And we sgree that “short-term, 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 1o distinguish berween
assistarice and non-assistance 1s ot the right approach.

We recommend the Department place the emphasis on other forms of support “dirgetly
refated 1o the work objectives of the Act™ described in the preambie. We recommend that
you consider the distinchion drawn in Section 271.42(0)(3) that excludes cases in
determining the caseload reduction facior such as “cases that are receiving only State
earned income tax credits, child care, transportation subsidies 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 recetving on-going cash
assistance, more commonly considered “welfare™ and TANF support services enabling
families to transition to and retain employment.

States strongly 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 28 welfare clients recejving traditional cash assistance. Working middie-
incame families, who receive federally-subsidized child care in the form of tax credits or
discounted child care services, are not considered to be receiving “welfare™ nor are they
subject to a lifetime limit on benefits. Working low-income families receiving subsidized
child care should be reated no differently than working middle-class families receiving
tax credits. Child care is a critical service to support clients as they enter the work force.
These families ought not to have their lifetime time clocks ticking simply because they
are receiving federally-supported TANF child care.

We cannot understand how the Department arntved at the conclusion that ¢hild care was
not a form of support “directly related to the work objectives of the Act™ (62 Fed. Reg.
62132}. Under the proposed defimtion, clieats who work and receive child care services
gader the TANF program would be subject (o time limits while clients served with Child
Care and Development Funds (CCDF) are not. Therefore, we believe TANF-funded child
care should be excluded from the assistance definition. The preambie seeks to assuage
concerns by pointing out that states could wansfer up to 30 percent of their funds to the
CCDBG and serve clients without applying the lifetime ume limit. However, this transfer
is not easy 10 do i states that require legislative approval for such transfers, particularly
i states with legislatures mesting biennially. We oppose requining additional
adminisrative and legislative efforts 1o transfer these funds, when the federal rule could
reasonably exclude child care from the defimition of assistance. Similarly, states are
concerned that under the propesed definition transportation assistance, in the form of
vouchers, might be considered assistance because it has “direct monetary value.” This
assistance, needed to move people 10 work, should not be considered assistance,

Second, Section 276.30 provides that the definition of assistance would not include
“assistance paid within a 30 day period. no more than once in any twelve month period, o
meet needs that do not extend bevond a 90 day period.” States pelieve this definition is o
too narrow, The January 1997 guidance provided states broad discretion (o design
welfare avoidance programs, such as diversion. As a result, states have adopted different
approuaches and applied their own definitions of short-term assistance tailored 10 meet the
needs of the families seeking suppont services. Some states have permitted local
governments o develop their own definitions as well. These innovative new programs
provide critical services, divert families from a lifetime of dependency and move them
toward new employment opportunities: With 30 states providing some type of diversion
program, the narrow definition in the proposed rule would force states 1o 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.” In state diversion programs, clients may be provided
with a variety of forms of assistance to enable them to work, such as automobile repair,
temporary housing. ei¢. There may or may not be any limnit on the number of times a
client would seek and be provided support services in a given year. Forms of assistance in
a given year could vary as well. We believe siates should be permitted the flexibility to
provide diversion assistance to ¢lients seeking to ebizin or retain employment or achicve
seif-sufficiency without Hmitation.

We interpret the proposed defmition limiting assistance “to meet the needs not 1o exceed
90 days™ o apply to the duration not the aggrepate amount or value of non-assistance
provided to the client. States would object 1o the proposed rule placing a limitation on the
value of the nos-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 trangportation
assistance from the definition and granted states greater flexibility in providing shoni-term
assistance. We support the January 1997 guidance with respect 16 those provisions. In

‘crafting the final rule, we urge you to drop the criterion of “direct monetary value™ and
instead apply the test of whether the support is “directly related (o the work objectives of
the Act” We recommend replacing the “one-time, short term™ Itmitations with short-
term, ¢pisodic support to famities in discrete circumistances that can be solved with
specific actions aitned at addressing a crisis situation or preventing clients from going on
or retarning o welfare,

Vil. ADMINISTRATIVE COSTS

The TANF statuie prohibits states from spending more than 15 percent of their TANF
grant for administrative purposes. A similar restriction applies on state MOE
expenditures. Given these limitations, the definition of administrative costs is exiremely
important, The definition must recognize that under & work-focused system of time
limited assisiance, traditional lines between administration and services are blurred, that
welfare programs are evolving, and that suates wiill be experimenting with aliernative
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, stales
have identified & number of sertous concerns with the proposed rules.

First, while the actual rule is silent on the matier, the preamble (62Fed Reg.62151) states
that eligibility determination would be an administrative cost and the portion of a
worker's time spent on this activity must be allocated sccordingly. This conclusion
overlooks the fact that as the role of front-ling workers is changing, eligibility
determination 1s no longer a clearly defined activity but more often integrated with and
someumes indistinguishable from other activities such as assessment, case management,
counseling and job placement. It would be extremely probiematic, costly and
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burdensome for states to attempt 16 track and cost allocate these functions. Moreover,
front-line eligibility deternunation is arguably a direct service, consistent with the first
goal of TANF “... to provide assistance to needy families.,.”

The preamble suggests that the definition has the advantage of being consistent with the
definition of administration under ITPA and would therefore facilitate coordination of
Welfare-to-Work (WiW) and TANF activities. We disagres. We believe that a more
compelling model is the definition of administration under the Child Care and
Development Fund, which excludes eligibility. The WiW funds will be administered at
the local level through PICs and according o the wnterim final rules for this program, the
state TANF agency will have little authority to influence how these funds are spent. On
the othier hand, significant coordination is already occurring tn many states between the
state TANF 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 the proposed rule wiill discourage community-based,
for-profit and ron-profit organizations and local entities from panticipating in welfare
reform efforts. Under the proposed rule, organizations operating under contract or grant
with the state would be required to monitor and track adrninistrative spending. These
costs would then be counted toward the state’s total administrative cap (62Fed.Reg.
62131 These organizations have proven to be highly effective partners with states in
delivering employment-related, post-employment and support services 1o reciptents. This
requirement will create a significant burden on providers due to paperwork and tracking
costs and is likely 1o discourage the participation of communily or private entities. In
fact, it’s likely that administrative costs of contractors or grantess would actually increase
due 1o the burdens of this requirement. Additionally, states will be reluctant o pursue
these innovative partnerships for fear of hitting the 13 percent administrative cap. We do
no believe the definition of administrative costs proposed in the rule meets the criteria
stated in the preamble that “We thought it was very important that any definition be
flexible enough not to unnecessarily constrain state choices on how they deliver
services.”

This provision is also inconsistent with current procedures whereby states consider that
they are purchasing a service—often under a performance contract with payment
conditioned on successiul achievement of specified outcomes. We recommend that the
tasks or services performed under contract or grant be defined as a direct or program cost-
-0t administration--so that states can focus on innovation and results.

Third, states are also very concerned about the language in the preamble that suggests that
the L5 percent administrative cap is applied to a state's TANF grant net of transfers to the
Social Services Block Grant (SSBG) or Child Care and Development Fund (CCDF).
This appears inconsistens with the statutory language which imposes the 15 percent cap
on a state’s TANF grant provided under Sec. 403 and makes no reference 10 any
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adjustments. This provision may provide a disincentive for states to transfer funds for
fear of exceeding the cap. Additionally, this cap calculation is in contradiction to the
appheation of penalty percentages o the grant without adjosting for wansfers.

Fourth, states oppose the structuring of the 15 adninistrative cap us being calculated
separately for state TANF and separate state program MOE. Certain separate staie
programs such as state EITC's have low administrative costs while running a TANF
pragram <can be more labor intenstve. The mstructions (o the “Temporary Assistance to
Needy Families (TANF) ACF 196 Financial Repert (62Fed Reg.62215) indicate that “For
state expenditures reported in columms {B} and {C}, the 15 % administrative cost cap
appiies to the amount of Total 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 TANF expenditures {column B) and separate state programs {column C)
rather than applying a single cap against the combined expenditures. This is clearly not
supported by the statute which mmposes the 13 percent administrative cap on qualified
state expenditures in total at Section 409(THBI()I)(Ad). Thus, the 15 percent cap should
be calculated against the sum of Hines B(B} and 8(C).

Recommendation. In summary, we recommend that the regulations clanify that activities
related to eligibility determinations are not considersd administraiive 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 2 model. Additionally, administrative
costs ncurred by subgraniees, coutractors, community services providers, ang other third
parties should not be included in the administrative cost cap. Third, the 15 percent
calculation should be applied to a siate’s TANF grant without adjusting for transfers to
the SSBG or CCDF, Finally, the 15 pereent administrative cap should be calculated
based on the combined otal of the required state MOE expenditures rather than
separately by category.

VIIi. MAINTENANCE-OF-EFFORT REQUIREMENT AND ELIGIBLE
FAMILIES

Al Section 273.2({b), the proposed rufe requires that in order for state spending to count
iowards the MOE requirement, the services must “have been provided to or on behalf of
ehigibie famibies.” The rule provides further at Section 273.2(b)(3) that eligible families
“must be financially eligible according to the TANF income and resource standards
established by the State under its TANF plan.” States have expressed a number of
concerns with these provisions which appear to be more restrictive than the statutory
language.

First, the TANF law allows states to claim MOE for spending on qualified activities
“with respect to eligible families,” Section 409(a}(7¥B)(i). The law does not require that
spending be made (0 or on behalf of an eligible family. The proposed regulation would |

- appear 1o make it very difficult to count as MOE those activities that benefit TANF
eligible families in general, but do not involve g specific payment (o 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 particular—preventing and reducing the incidence of cut-of-wedlock
pregnancies and encouraging the formation and maintenance of two-parent families—
comtd well involve the development of materials, pamphiets, videotapes, etc. These MOE
expenditures benefit all TANF eligible families but do not necessarily benefit any one
family in particular. ’

Second, the language seems e suggest that states have a single income and resource
standard. However, states may vary eligibility according to' the services provided. For
example, some states may use more “streamiined” standards when determining eligibility
for diversion assistance. Additionally, some states are considering eliminating resource
standards. The January 31, 1997 guidance (TANF-ACF-PA-97-1) only made reference 1
income standards established by the state under its TANF program and is preferable in
this respect.  Moreover, because states may provide a differem set of services o
individuals with special needs in separate state programs, the income and resources
standards in the TANF program may not be appropriate. For example, considering that
families with disabled members often face higher costs, the state may want (¢ raise the
income eligibility for these families if they are served in a separate program.

This provssion woald ziso seem to exclude state expenditures for transitional services
such as child care, transportation and on~-going CASe management as counling toward
MOQE, as these services are provided to families that are 50 longer income eligible for
assistance due 10 carnings. However, these services are clearly consistent with the sntent
of the law. Similarly, At-Risk child care expenditures were included in the calcudation of
a state's MOE requirement, yet according 1o the rule, state spending on families at-rigk of
going on welfare would not be considered qualified expenditures.

Recommendation. The statutory intent of the TANF program is to serve needy
families-~as defined by the siate. The statute permits states o determine eligibility with
no reference to income or resource standards in the discussion of qualified state
expenditures. We recommend that the proposed rules be revised ro allow states to have
different income standards for different services or for families served in separaie
programs and provide that spending on transitional henefits is countable toward MOE,
Further, the proposed rules rust clarify that spending on behalf of ¢ligible families could
inciude expenditures for services provided for TANF eligible families in general,

IX. DATA COLLECTION

States believe information collection is ¢ritical to successfully implement and manage
state welfare reform programs as well as to assess the effectiveness of the programs m
achieving the desired results. Indeed, many states are continuing waiver evaluations,
investing in evaluations requested by their state legislatures and adopting aew outcome
and performance measures 10 guide their palicy decision-making. States understand that
they must be accountable to the federal branch for the expenditure of federal funds and
subject to penalties if they fail 1o meet the requirements of the federal TANF law. States
are also anxious to share their experiences so that they can assess the effectiveness or the
imperfections of this new approach to welfare reform.
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Meeting Shared (igjecﬁveg

The cost of collecting, reporting and verifying data as identified in the proposed rule is
prohibitive and will absorb significant TANF resources that could more appropriately be
used to fund programs and services o benefit children and families, That is why states
want 10 provide data to the Secretary in ways that meet the dual ohijectives of providing
all the information necessary for the Depariment 1o determine state compliance with the
law while generating these data in the least burdensome and least costly way. We believe
these objectives can be met if the Department:

1) lirs the number of elements required to be collecied o those explicitly called for in
Section 41 Ha)¥ 1)(A) of the TANF statuie,;

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

3) recognizes the states’ authority, provided under Section 41 1¢a)(1)(BXi) of the TANF
statute, to comply with the general reporting requirements by submitting “a sampie
estimate which is obtained through scientifically acceptable methods approved by the
Secretary.”

4) allows the states to avold costly reporting by permitiing states (o use their existing
data to satisfy requests for addinonal information;

5) minimizes the burden on clients and caseworkers as well as the need 1o make costly
state information systems changes; )

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

71 conducts a national sample to prepare an annual report to Congress (Section 411{(b)}
rather than shifting the burden of data collection to the states.

Assessing the Burden

In assessing the scope and burdes 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 1s one of their priority concerns. Rather than being
substantiully similar to the TANF Emergency Data Report {ACFE Transmittal No. TANF-
ACF-P1-97-6) issued on September 30, 1997 the data elements required under the
proposed rule are significantly 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 s five 1o 20 times greater than the Depariment’s estimated
241,128 “burden hours.” As the Department encouraged us 1 do, our organizations,
along with the majority of states, sent detailed comments to the Office of Management
and Budgetl on January 15, 1998 commenting on this burden assessment.

Overall, the data collection requirements and new siate reports wili entail significant
systerns 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 states will have to diven staff from providing direct services such as
case management, job creation and placement and supportive services to families.

In addition 1o 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 reporting of the chent characteristics
of those served in separate state MOE programs; “conversion” reponts of gagh child-only
case, detailed case closure information and client characieristics; and expansive
definitions of Section 411 caseload characteristics, (0 name just a few. Alse, in a number
of instances where the Jaw irstructs the Secretary to prepare annual reports w Congress,
the Sceretary has effectively shifted this burden to the states by requiring additional
annual guarierly reports.  Yet, under Section 417 of the TANF law, the Secretary is
prohibited from regulating the State “except to the extent expressly provided” in the
staute.

Recommendation. In the past two months, our organizations have convened a series of
meetings and conference calls with state agency staff expert in the data ¢ollection
requirements under former AFDC and TANF law (0 analyze the proposed rule and 10
prepare detailed recommendations. What follows is a summary of our recommendations
with respect to data collection. It should 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.

State Sampling, Section 275.8,

The sampling option contained In the proposed rules is unnecessarily 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 pragram.
These numbers are far it excess of the sample (1,200 or less} many states were allowed 1o
use for their AFDC caseloads. The large proposed sample would dramatically increase
staze data collection workloads. In some small states and tribal programs, drawing such »
sample would egual or exceed the entire caseload.

The proposed rules alse mandate in detzil the parameters of the state sampling plan,
specifically in Appendix H. These requiraments place unacceptabie limitations on the
ability of states to effectively provide valid samples through means other than those
cutlined in the rules. For exampie. one state has pointed out that innovative designs
ncluding stratification by counties and pane!l stodies would set be allowed, or may not be
allowed, under the proposed regulations.

Recommendation, The monthly sample size reguirement specified in Appendix H
should be eliminated because it restricts state flexibility, expressly provided in the TANF
statute. States should be allowed (o use alternative sampling methodology when it can be
demonstrated that other methods produce equally valid samples.  States should be
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permitted 10 transmit part of the data via sample and the balance for all members of the
untverse when that method is most effictent for them,

Complete Accurate and Timely, Section 275.8

The proposed rule in Section 275.8 and other sections throughout the rule hold states to
the standard of “complete and accurate information™ reported on a “timely basis.” This
definition raises serious concerns that the state would not be permitted to submit revised
data nor does it seem (0 allow a reasonable margin of error. In addition, Section 2753.8 ()
states that “for each guarer {for which the State fails 1o meet a reporting requirement” the
state’s TANF 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 subseqguently asked
by the Department to revise their submissions based on the clarifications they received.
Ciearly, data collection will be an evolving process requiring many future discussions
between the Department and states.

Recommendation, In light of the severe penalty attached to the reporting requirements
for sach guarter, which could result in a cumulative annual loss of 10 percent of the
adjusted State Family Assistance Grant, we urge the Depantment to revige 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
reasenable margin of error, States should not be penalized for failure to provide data that
are not necessary o determine compliance with TANF requirements. -

Secretary’s Report to Congress .

States should not be required 10 collect data and prepare new guanerly reports to fulfill
the Secretary’s obligation under Section 41 1{b) of the TANF statute. This is an unfunded
mandate imposed on states through regulation, particularly Appendix B.

Recommendation. A nadonal sample could be conducted by the Department, in
cooperation with the states, to collect these data 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 1o report the
new required data immediately withour a peried of transition necessary 1o make the
appropriate adjusiments in their computer system programming or data collection
procedures. The changes to state information systems will be extensive and all states are -
also chailenged by the need to make their systems Year 2000 compliant.
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Recommendation. We urge the Department 1o give states at least 12 months to comply
with the new data collection requirements.

Appendix A, TANF Data Report-Section One-Disaggregated Data Coliection for
Families Receiving Assistance Under the TANY Program

Cur analysis of Appendix A determined that most staies could report the majarity of the
required eiements. However, some new elements not required by the TANF Emergency
Data Report or in law, will require states 1o provide a level of detailed information not
currently collected by the TANF agency. For example, states object 1o the additional
child care reporting requirements and new categories of alienage because they are not
required 0 be reported under the TANF statute and are burdensome to collect.

Recommendation. We zre recommending the modification or deletion of g number of
the elements in Appendix A to meet the requiremients of Section 41 1{a}{ 1 {A) of the
TANF statute. In many cases, the modification can be sccomplished by collapsing
multiple elements into one category. (See Section 3 which provides a detailed list of
these recommendations.) -

Appendix B, TANYF Data Report—Section Twe—Disagorepated Data Collection far
Families No Longer Receiving Assistance Under the TANF Program

Section 41 1{b) of the TANF statute rexquires the Secretary to report to Congress on the
demographic and financial characteristics of “families who become ineligible for
assistance.” The requirement that the Secretary report on these families does not jusufy
the extensive new data reporting requirement on the states called for in Appendix B.

States should not be required to coliect data und prepare new quanterly reports to fulfiil
the Secretary’s obligation under Section 411(b} of the TANF statute. This is an unfunded
mandate imposed on states through regulation. A national sampie could be conducted by
the Department, in cooperation with the states, to coliect these data in a more efficient,
stattsticably valid and less costly way.

i the TANF Emergency Data Report, the Department asked states 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
cach stale is unnecessary when a statistically valid sample of & smaller size should
suffice.

There appears 10 be an error in the drafting of the Appendix B, Question 9. Reason for
Closure {62 Fed. Reg. 62208) when 1t asks for information on A closed case is a family
whose assistance was ermmnated for the reporting month, but recerved assistance under
the State’'s TANF Program in the prior moath,” 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 Depantment intends for states to contact families in the
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mnonth after they have left the assistance rolls in order to collect these data. Any coliection
of information on previously closed cases would be highly problematic, since many
clients want nothing 1o do with the agency after case closure, clients move or are
otherwise difficult to locate, and the additional cost to meel this reguirernent is
prohibitive, States see no justification for the separaie reporting of this information. Al
the proposed information can be retrieved from the case’s file from the former quarter,
The absence of a given case from a subsequent quarter’s report will indicate that 1 is no
longer active. :

Recommendation, We recommend that to produce the information reguired under
Section 411{a)(1)}A)xvi) of the TANF law, a question on reason for case closure be
added to Appendix A, similar to the format used in the TANF Emergency Data Reporiing
Requirements, A number of staies are conducting followup swdies 1o evaluate the
circumstances of clients after they have left TANF assistance. Instead of reguiring this
extensive data collection in the regulations, we suggest that the Department collect these
reports prepared by states.

Appendix C. TANF Dais Report—Section Three..Agaresated Diata Collection for
Families Applving for, Recelving, and No Longer Receiving Assistance Under the
TANF Program

We recommend changing the following elements in Appendix C:
16. Total Number of Minor Child Heads-of-Household

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 date of binth reported in element #90 of
Appendix A.

1%. Total Namber of Qut-of-Wedlock Births

‘Phis information can be derived from data reported in element #20 coupled with element
#56 of Appendix A,

19. Total Number of Closed Cases

. This information can be derived by adding a case closure gquestion, such as in the TANF
emergency data report.
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Appendix D. {TANF) ACF.19¢6 Financial Report

We commend the Department for the simplicity of Appendix D—the TANF Financial
Reporting Form. The form has generated few complaints or requests for clarification
during the FY 1997 reporting period. As noted earlier in the section on Administrative
Costs, we beheve one further clarification is needed. The instructions to the TANF ACF
196 Financial Report appears to suggest that z distinet and separate cap exisis for stae
TANF expenditures (column B) aad separate state programs (column C). The statute
clearly specifies that the 15 percent administrative ¢ap is on tolal gualified state
expenditures. Therefore, the 15 percent ¢ap shotild be calenjated against the sum of lines
R(B3 and (), :

Appendix E, TANF MOFE Data Report-—Section One-Disaporegated Data
Collection for Families Receiving Assistance Under the Separate State Programs,
Appendix F, TANF MOE Data Report—Section Two--Disaggregated Data and

Appendix G, TANF MOE Data Report-—Section Three—Agpgresated Data

in conformance with the definitions provided in Japuary 1997 guidance (TANF-ACF-PA-
07-13. states contend that the Secretary has authority to coliect information only on the
*Programs Funded Under this Part” and not on the remaining, state-funded-only activities
in the other categories, The guidance defined state programs funded under this part 1o
inchude co-mingled or segregated state dollars spent within a state’s TANF program,

The vast majority of state MOE funds are expended as pant of the TANF program and
therefore the vast majority of MOE case characteristics are already being reported under
Appendix A.

Beyond the requirement o report MOE doliars in the state’s TANF program, thete is po
staturory authority for the Department te request data coliection on separaie siate
programs. Under the law, states must meet x financial requirement-- the maintenance of
effort-- ensuring that these funds are “qualified expenditures”™ and represent new state
spending. States already report these financial data under Appendix D—wSection 3. There
is no statutory basis for the reports calied for in Appendices k., F and G,

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

Recomimendation. We urge the elimination of Appendices E, F and (5. Section 3 of
Appendix D) requires “Information To Be Reported as an Addendum to the Fourth
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Quarter TANF Financial Repont™ with respect to separate state programs. This
information should suffice.
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i anticipation of tomorrows meeting on NGA maessage, pis sse the aftachad budget material, |
beligve we may have a great opening 1o put the sguesze on GOP Govs on our bhudget priorites.
Becondly, | hope we will considar highlighting New Markets andd ¢lass size, These sre priornity sress
for us whare we have support among Governors of hoth partiss.,

GOP 1o ask statss to return 6B
By DAVID ESPO
Assaciated Press Writer
July 27, 1999
Web posted al: 6:21 p.m. EDT {2221 GMT)

WASHINGTON (AP} -~ Desperately seeking cash

for routing spanding bills, Houge Republican leaders
intend to ask the nation’s governors to return up to
$6 billion in welfare money acournulated by the states
in recent years, according to congressionat officials,

The officials, who spoke on condition of anotiyinity,
said the idea was broached most recently by Rep,
Tom Delay of Texas, the GOP whip, a1 a leadarship
meeting. 1t was approved by Speaker Dennis
Hastert, B-IH,, as part of & manths-long struggle by
the GOP to.win approval of all 13 regutar spending
MEasures.

in addition W having an impact on Congress’
spending battles, the proposal could pose o dilernma
for Texas Gov, George W, Bush, who is not only the
eiected feader of the nation’s sscond-{argest state,
tut also the front-runner for the GOP presidential
nomination. Karen Mughes, an side 1o Bugh, said she
didn't know whather the suggestion had yat been
broached o the govemor.

Seaking the return of monesy woulkd b an rony for g
potitival party whose oft-articulsted philosophy is to
ship monsy and powser 10 the siates. In addition,
sarns GOP sides acknowiadye, i1 could raquirs
Republican governors 1 choose betwsen tax cutls at



home and spending nasads in Washington,

Under welfare retorm legislation anacted in 1996, the
nation's governgrs were guaranteed preset levels of
funding for five years. Governors lobbied for the
guarantee, saying ihey were assuming a risk; namely,
that the demand for welfare maney would outgtrip
the supply of funds,

Republican aides in the House, though, say the
oapposite has happened that the federal governmant
has begen giving money and power back to the states
and weilare rolis have gone down, lsaving the states
fiush with money.

Privately, sevaral lnwmakers and aidag expressed
doubt that the governors would be willing tn
voluniarily ssnd manaey back o Washington,

Org Demoorat was harshly eriticsl, "Why should we
be surprissd that the Houge Republicans want 1o pay
for their tax cut, two-thirds of which goses 1o the
weslthiast 10 parcent of the paaple in this society, by
kicking the props out ance agsain from low-rome
families and children with some of the toughest
problemns in the country,” said Rep. David Obey of
Wisconsin, the senior Democrat on the
Appropriations Committes,

The effert to find money outside Wasghington comes
at-a time when House Bepgblicans are strupgling
mightily to win approval for alt 13 regular spending
bilis, while being able to claim a1 least the appearance
of fiving within spending restraintg imposed in the
1987 balanced hudget deal.

in fact, they hove resoriad 1o a number of budgetary
artifices (o svod the spending limits, Republicans
revently declared $4.5 billion for the 2000 Census to
b an smergenny rmesring it would be above and
hayond the spending Bmils in piace and bs paid for
aut of budget surphus funde,

Thix and other devices still leave Republicans an
astimated §12 biilion short of funds they estimate will
be needad to parmit passage of legislation financing
programs ot the departments of Health and Humaen
Bervices, Education and Lebor. Work on the bill was
recently sidatracked until September,
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Tha Honorzble Arlen Specier
Chairman

Subcommittes on Labor, Health and
Muman Sarvices, and Education
Senste Appropriations Committes
S0-188 Dirksen Senate Office Building
Washington, B.C. 20510

The Honorable Tom Harkin
Banking Minority Membaer
Subcommities on Labor, Health and
Human Services, and Education
Senate Appropriations Committes
SH-123 Hart Saenate Otffice Building
Washington, D.C, 20810

Dear Chairman Specter and Senator Harkin:

As vou near thae halfway peint in the sanual approgristions process, we are writing to
reamphasize cur highast funding priorities for disgretionary programs for next year. As
you manage the various appropriations bills, we waould ke to urgs vou to maintain the

current tevel of state and local grants,

We believe the budgst resolution provides your committee with insufficiers funds 1o meat
the nation’s discretionary needs, While we support yvour eftorts to hoth protect critical
programs, as well as prepare for the future, we are deeply concerned sbout the potential
impact that deep spending cuts will have on providing key human services in our stales,
Just like the federal governmant, states have strong revenue balances-—both becausa
states have held down state spending and bacause of the strength of the econamy. But
not svery one of our sintes has benefited from the strong economy. A number of states

are struggling to maintain spending levals,

The current state bugiget balances and rainy day funds are not a reason for Congress to
sbandon its commitment 10 state and local grant programs. Thus, while Governors urge
vour to meintain 1888 levels for sl programs, they are particularly cancerned that you not

cut the following high priority programs:

Sociai Servicas Block Grant ISSRA) ~ The etactiveness of SSBG is basaed on the

broad state Hexibility in uging 83BG funds 1o provide crucial services o vw-intome
ndividuals, including children, ferrdlies, the elderly, ang the disabled. Funding for SSBG
has repeatedly been cut over the past few years and we urge you to fully fund the
program as way requested in the Adminigtration’s budget. Further, the Governors strongly
oppose any afiors {0 reducse the smount sistes can rensier from TANF to SSBG from 10
parcent. The transferability wag a key provision of the 1888 welfare reform agreament and
we hope vou will mainteln (his state fexibility a1 10 percent. Many states are using

S8BG funds to successiully prevent familles from receiving weifare assistance and 1o
address the needs of low-noome working familiss, The nesd for this kind of assistance
will increase a5 stotes face the challenge of heiping former weifare recipients stay
ampioved, bulid & wark history, and advence {0 higher-skil, better paying jobs,

Temporary Assiatance for Neady Farailias {TANF] ~ We want to remind you of the
cormmitment Congress made to the nation’s Qovernors for guaranteed TANF funding a3

/



part of the 1996 welfare reform law and reiterate our adamant opposition to the use of
TANF tunds 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 caseloads, 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 of 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 faderal 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 commitiment to sarving needy families, and would pose a
severe threat to the ability of states to operate these crucial programs. The naticn’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 Haalth Insurance Program {CHiIP) — 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 over 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-tarm 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.

Spacial Education - The Governors call on Congress and the Administration to honor

its original commitrment 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 pregram. 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-Incoma Home Energy Assistance Program {LIHEAP) - The Low-Income Homa

Energy Assistance Program provides assistance to nearly five million primarily elderly,
disabled, and working peoor 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 LIHEAP is a crucial program that should be a
considered a funding priority.

Wae appreciate your consideration of our views,
Sincerely,

Governor Thomas R, Carper



Chairman
Governor Michael . Leavitr

Vica Chalrman

G: Chairman $tavens and Senator Byrd
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Carolyn T, Wu/WHO/EOPREOP

Jool Johnsan/WHO/EOP@EGP

tMokenzio K. DavistWHO/EQP@EOP
Courtnay M. Manning@who.eop.gov & inet
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THE WHITE HOUSE
WASTIINGTON

April 29, 1548

MEMORANDUM TO:  Muria Bchavesie
Bruce Reed
Mickey Ibarra
Kevin Thurm

FROM: Fred DuVal

"7 SThig ts rather dnprecédenivd v For NGA 1 Compliment Us'is d rare 25w gy Tl =il

and wonderful feat. Thanks to HHS and DPC for their good work,

[ —




N Thesrgas i Caepser Raymond ¢, Scheppach
Clovnenar of Deloware Lxecutive irector
Chadrmsa

Talt of the Seates

Michiael €1, Leavin Add Nureh Capital Steeer
Cavernioe of Urah Washingrar, 1.C. 2601-15)2
Vice Chairmum Trlephone {2000 G24-53006

5mp;waAnga.::¢g
*1-*4&* April 28, 1999

The President
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 grant reflect comments submilted by the nation’s Governors, Specifically, we
ate pleased that significant changes were made related 1o the definition of assistance, the creation of
separate state programs, and the continuation of waivers,

We believe that the final regulations recognize the positive initiatives already wking place at the state
fevel and support the flexibility inherent in the statute. We look forward to continuing 10 work with
the administration as we move toward new challenges in wellare reform,

Clearly it will take some time to fully analyze the impact of these regulations on states” efforts to
seform the welfare sysiem.  As states begin to understand how they will effect wmovation at the sate
level, it is our hope that we can work with you and Congress to resolve any outstanding issues
affecting the continued success of welfare reform,

We laok forward to continuing our federal-stute parinership in serviag the nadon’s neediest families.

.

Sincerely, _ )
Governor Thomasg, Carper + Governor Michae! O, Leavit
Chairrean Yige Chateran
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Talking Points
NGA Resolution on Welfare Reform
February 6, 1996

As the Prasiécm said in his speech to the NGA this moming, real welfare reform must
require work, promote family and responsibility, and protect children. The govemors'
resolution reinforces what the President has said all along -~ that the conference report he
veided fell short of real welfare reform, and must be improved.

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

Child Care -- The NGA resolution calls for adding 34 billion for ¢hild care 10 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 moming. The
Administration believes, howsgver, 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
bilion, and providing an additional trigger based on Food Stamps population. The
Administration has made additional suggestions to improve this provision.

L

Performance Bonus - The NGA endorsed additional funding for a 5% performance
bonus to reward states that meet the work requirgments ---a key provision that the President
has jong championed and that was a centerpiece of the Daschle-Breaux-Mikulsk: bill, This is
a significant improvement over both the conference report and the Senate bill,

Equal Treatment - The NGA resolution includes an important requirgment that was
not in either the conference rfeport or the Senate bill, 1o 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, inte Food Stamps than the
Administration's balanced budget plan - at approximately the same level as the Senate bill,
Because the NGA resolution calls for additional spending on child care, the contingengy fund,
and the performance bonus, its overall net savings are less than the Senate bill and in the
same range as the Administration's balanced budget plan.

SSI Disabled Children « The NGA resclution adopts the SSI children provisions of
the Senate bill, but move back the effective date a year, to 1998,



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

Work Reguirements — The NGA resolution adopts work requirements and state
flexibility similar to the Senate bill, which will somewhat reduce state costs of runaing work
programs.

Hardship Exemption -- The NGA resolution endorses the 20% hardship exemption in
the Senate bill for recipienis who reach the five-year limit, The conference report had
redused this provision o (5%,

4 Family Cap -- The NGA resolution endorses the Administration policy that states
should decide for themselves whether to limit benefits for additional children bom 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,

: i
The Administratiozzxccgminuas o have serious reservations about some other provisions
in the NGA resclution:

Child Welfare - The Administration has strongly opposed block granting ‘child
welfare. The Senate bill maintained current law in this area. The NGA resolution would
allow 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 Adminisiraton has strongly opposed, including the state
option to block grant Pood Stamps and the arbitrary cutoff of able-bodied childless aduits..

School Lunch -- The Administration has strongly opposed block 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 maintenance-
of-effort. The Administration strongly favors the Senate provision of 80%. maintenance-of-
effort, rather than the 73% requirement in the conference report.

Immigraots .- The NGA resolution is silent on the guestion of benefits for legal
immigrants. The Administration's balanced budget plan requires deeming until citizenship,
The Administration strongly o;);x;ses the level of immigrant cuts in the conference report and
the Senate bnll
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THE WHITE HQUSE
WASHINGTON

February 2, 1996

MEMORANDUM FOR THE PRESIDENT
FROM: Bruce Reed

SUBJECT:

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

L Update

Congressional Republicans remain divided over whether to pass another welfare bill or
take the issue to the election. For now, they are leaning toward sending you the Senate bill
with no changes. Senate moderates would hike to amend the Senate bill slong the lines of
what was discussed in the budget talks, but they will do whatever Dole tells them. Blus
Dogs and the Chafee-Breaux coalition are pushing for similar changes in any budget deal.
But unless there is a budget deal, we're likely to sge cither the Senate bill or ao bill at ail.

 An NGA agreement with the backing of Thompson and Engler mught give Dole an
excuse to allow a few changes in our direction, Engler (the lead Republican for the NGA on
welfare} has been uncharacteristically sager to reach an agreement. He and Carper (the lead
Democrat) have reached tentative agreement on an improved block grant that we could
generally support. more child care money than the Senate bill, a $2 billion contingency fund
{double the Senate's) with 2 more flexible trigger; exempting the elderly and the disabled from
the S81 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
alse oppose the ¢ap on food stamp growth, and limit the food stamp block grant state option
it the conference approach, which is better than the Senate version,



The sgreement could still fall apart if Dole raises strong objections, although Engler
and Thompson probably would not have gone this far without Dole's permissaion. It might
also become part of the more significant negobations over Medicaid, with Democrats agreeing
to an AFDC block grant in retumn for Republican acquiescence in a Medicaid per capita cap.

H. Monday’s Discussion

Engler and Carper (and others} are likely to bring up welfare reform in Monday's
roundtable. You may not want 1o 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 budget talks.

If you get asked again whether you would sign the Senate bill, 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 wili announce two watvers Monday afternoon - North Carolina and Mississippl.
Two others could be ready the following day -~ lilinois and Louisiana. If those last two take
place, our total would be 54 waivers to 37 states. The most significant outstanding waivers
are New Hampshire {where HHS and Merrill are at odds over the need for a control group}
and Califormia (where HHS and Wilson are at odds over how far he can go in cutting
benefits). Gov. Whitman announced a sweeping plan {ast week that is consistent with our
overall approach (five-year lifetime himit, child care, family cap), but she has not yet
submitted a waiver request,



NATIONAL CONFERENCE OF STATE LEGISLATURES
NATIONAL GOVERNORS’ ASSOCIATION
NATIONAL ASSOCIATION OF COUNTIES

NATIONAL LEAGUE OF CITIES w\@/@b&

Apall 23, 1996 | Dl

Desr Benntore:

Tha Natlenal mammmwmmsmmwm the
Nutionsl Agsociation of Counties (NACe), sad the Nutious! Lasghe of Citios (NLC) 2re vety consorned
abect unfandad manvistss In 8. 1664, the Immigratios Control and Fimgscial Regponsibilty Aot of 1996
thal would be an adminiztrative borden on 8l atates a0d losalides, 'We uige you to suppart & sumber of
amendments that wme&Mmemmammema
sy to, siates and Iocsilities, )

5,1664 would extend “Ueeming”™ oo three pragrams (AFDC, 381 sad Food Stumps) 1 all federal memns-
toated progracs, cludiag faaer care adoptioe siaistusce, pdioal funch, WIC snd approximatoly dity

otherd. As you know, “deesning” i ateribotiog & sposace’s ineama §y the homigrm whn dstermintag
peogrem eligidility, Xis wclear what “sll fadera! masns-teytod prograss” memns. Varions defiaisions of
mmmmmmm:mxmmow

mtnammﬁrwlﬁ afmxnw wﬁ mm sppeoximatsly $T44

irplemating
millics. BxtenEng dooming mandlyres in over 50 programs g ntls foderal suvings snd shocitd be
elizingted a3 perc of the Congropsional coremitment try climizesting coat shifs to state wnd local budects snd

GIXpaYyers-

Therefore, we urge you to sapport Ssaster Bob Greham's (FL) effort to vaise 2 point of order
sgainat S.1664 baaed o its vinletlon of P.L. 104.4, the Unfanded Mandutes Act of 1595, Thigixs
critical tes of your gammlvsant to preveaing cost-akifts 80, wod wdinded administwtive burdens on, atates
#nd Incsk oy, We alao nrge you o support sohaedisont ammceasts that will reducs the soope of tho

-

Baaator Grabam's saudiment giving desaming mandate cxemption to: 1) proprasis wheve
deesslog costs more £ kmplement thox it cavex i state or loeal spending; or 3) programs that the
Fedurdl government does ot pay for the administrative cost of inplementing deeming. Ths
ensures thal new doaming mendatar 76 o3t effbcrive and re wet unfinded
sw:;m:mmmm;mmmﬁnwwmwumw
the vagne language n §.1664 requiring dessning for *ol] federal meens-freivd programs.™ Ny
amencnent sanout ihay Congreal, and not the caurts, will decids which programe are deeowd,
mwwmmmwwmwwm
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State wad Locn] Letter an 8,1664
Axil23, 1986

PagoTwo

I uddition wo nige yortn support othar geooodznts that would trvper the wiftmded sundatos in 5.1664 xnd
relieve the administrative barden oz Foses sud bexlities. Wa are sepocially aonenened thout the kapaet of
extending the doembng requirnsmts 1o te Medioahd grogmam, Wighanst Mepdinaid ebigability, muxay legal
imaggrarte will not v apomr to hsalth own, Legal (rtmvipondts will be fovand fo Sumn o ciatn indigend health,
omen progumuk, publis bhospitals, nod smerpenoy rooms for assistenss or avaid treaiment gitogether, This wili in
frn swdanger (an puhlic hewlth and ncrsase the oot uf providing health care to everyone, Furtharmiore,
withoyt Modicald seimbursermeat, publls bosgizals and clinlcs and statos s Ioclitios would factr tosrcexad
varcimbuorsad copts for treating Ingal bvmigrents, 'Wa suppert the Rllowing conpranise amandmeat to
Fresarve somn Medienid aligibility for logal spongrad iramigrants.

s Sexntor Grahom's euendment to Gomit Mediesid deesning t0 town yosry,

‘W strongly support smeadimonts to mempt the ot valnerabie Iagad kumigrast populations from desgting
requirementy, ‘We g you (o support g Sillowing smsadanix thas will preserve & mvinimal smount of
Mpmw&&wmwmmmwm&uﬁmm
the cost of thege scrvion.

= Seutcer Kengady's ssnumdment mengtiog chiidren xod pre-catal sud post-partan cars finm
Medicoid doonduy regtristions,
* wmwmmmwwmmmw
ok

Fioally, we Banlly beliows that deccaing rexivictions are insgispatibla with oyr Terpousihility to prutect
abused and noglocted childres, cmwmnmmmwmmmaxm
wmwmmmw&hmmm Doaring foc foatet oxre and udoption
servicox will s8I musstve sdmdalgtrative couty 15 smton kod locsiitive and Swce g {0 fond J00% of thess -~
mhmcﬁtx, Wo nrgs you to rupoest the Sillowing amendments $ protect steics sad localities ficen this cosz

s  Seostor Murray's smendmumt sxespting inpnigrant chlldeen o foxier core sad adaption
draming sestvivtions.

 «  Senator Wellstans’s smendment exempting battered spouses and childven from doeming

restrintionx,

Wummmmmﬁmmwwm to protest states and localition from e
MM::&M

Stoooredy,

Dircetirs or Principals?
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WASFHINGETON

May 1, 1996

MEMORANDUM

T Leon Panetta

FROM: Mareia 1.. Hale W

SUBIECT:  Conference Call with Democratic Gavernors

Atiached is information for the canference call with Democratic Governors this
afternoon at 4,00 pom. You should open the cail by thanking the Governors for their Istter to
Senators Breaux and Chafee (artached) and should then discuss the current status of welfare
and Medicaid negottations.  You should also reference the meeting that 3 scheduled with the
President and Diemocratie Govemnors on May 29th at the White House,

Altachments

A hist of Governors porticipating

An agenda Tor the ¢all

Medicaid waltking points provided by Chrs Jennings
Welfare talking pomts provided by Bruce Reed
Democrahc Governors' Letters 1o Bragux/Chafes
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DEMOCRATIC GOVERNORS® ASSOCIATION

; MEMORANDUM
TO: MARCIA HALE

li‘ROM: Katie Whelan

{ " Doug Richardson

Ii'.E: Governors’ Conference Call

May 1, 1998

R [rp——

DATE:

Attached is the agenda that Governor Caperton has approved for today’s
¢onference call with Democratic Govemeors, Senator Tom Daschle and
Leon Panetta,

Governor Caperton will introduce Mr, Panetta at 4 p.m. and then ask
him to explain the Administration’s legislative and political strategy for
the next few months, There will be time for discussion of topics
(m::iuémg welfare and Medicaid) of special interest to the Governors.

Gewmors who inend 10 be on the call are:

. & Gavernor Caperton, West Virginia, DGA Chair
z & Governor Evan Bayh, Indiana

' ® Governor Mel Camahan, Missount

® Governor Tom Carper, Delaware

& Governor Lawion Chiles, Florida

& Governor Bob Miller, Nevada

# Governor Paul Pauon, Kentucky

" ® Governor Roy Romer, Colorado.

We are using an executive calling service for this call, At 3:55 p.m., an
operator will dial the numbers you have provided us for My, Panetta and
for you and connect you ta the call.

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

430 Souch Capirol Stn:ct.,S E. » Washingron, {00, 20003 - (2021479.3153 « FAX (2827479.5]56

Priawd an Rocyaled Paper

by b
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DEMOCRATIC GGVERNORS' ASSOCIATION
CONFERENCE CALL WITH
SENATOR TOM DASCHLE
AND
WHITE BOUSE CHIEF OF STAFF LEON PANETTA
3:30 p.m. Eastern
Wednesday, May 1, 1996

I. Welcome & Introduction
Of Senator Daschle {3:30 p.m.)
Governor Gaston Caperton

18 Senator Tom Daschle
¢ Senate Action Agenda
¢ Welfare
* Medicaid
# Shared Concerns
* Discussion: Q & A

|4 § S Welcome & Introduction
Of Leon Panetta (4 p.m.)
Governor Caperton

V. Leon Panetta
® Administration Legislative Agenda
® Budget
¢ Weltare
® Medicaid
® Dizcussion; Q&A

Y. . Closing {4:36 p.m.)
’ Governor Caperton



GOVERNORS' CONFERENCE CALL: MEDICAID TALKING POINTS

Thank You for Letter on Breaux/Chafee 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 state matching dollar
provision, which translates into well over 3200 billion in reduced total expenditures.)

CBO Medicaid Baseline Reduction Allows for Lower Republican Medicaid Cut.
Because of CBO's March Medicaid $24 billion downward baseline adjustment, the
same House formula that previously scored $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.)

Republicans Divided on Advisability of Lowering Medicaid Savings Number.
Kasich is arguing to keep the $85 bhillion number; the Senate and the House
Commerce Committee wants to use jower (361 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 among the Republicans as to the best iming to release
specific policy behind the numbers. The Senate seems 10 want to delay in order to
avoid premature and critical scrutiny. The House wants to commence the unveiling;
they reportedly fear delay makes it impossible to gamner the cventual support for
"famming" the President and forcing a veto,

If ‘They Use the 561 Billion Medicaid Cut Number, They Will Use it as Leverage
to Push for Their Financing Formula. Republicans are likely o inaccurately
suggest they have given us » major concession on savings and push us to accept theiy
formula. You can help us educate the public and the media that the $61 billion
number represents no concession.

H Republican Formula and Palicy is Flawed and Inconsistent with Your NGA
Agreement, We Need You to Very Publicly Walk Away. We have a Medicaid
"swat” feam ready to analyze whatever proposal they come out with and we will
immediaicly share whatever we produce (0 help you criticize their flawed, "partisan”
approach. We would hope that you could use the opportunity to also reiterate. your
position that this issuc should be addressed on a bipartisan basis -— such as what has
been done by Senator Breaux and Senator Chafee.

How are the Other Democratic Governors? We want to make sure that the
Republicans are not bypassing you three and going @ the other Democratic Governors
to gain their support for the Republican formula. Are you working with them to make
certain that they understand that should not be tempted by Republicans promising
special formula deals for 2 Medicaid plan that would have to be vetoed?



WELFARE REFORM
TALKING POINTS
5.1.96

* The Administration remains deeply committed to passing a bipartisan welfare
reform bill this year.

* Bipartisan bills have been introduced in both the House and Senate that are
consistent with the NGA resolution, and that the Adminisiration could accept

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

~— Reps. John Tanmer and Mike Castle have introduced a similfar bill in the House,
with 30 Republicans and Democrats as co~$ponsors.

* So there is broad desire among many in both partics to get welfare reform done this
year. The only obstacle is whether the Republican leadership will try 10 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' Medicard g}izn does not have bipartisan support and is a breach of the NGA
resolution.  Your message is simple: We shouldn't hold bipartisan welfare reform h&siagc
while the Republicans mess with Medicaid.
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STATE OF NEVADA
EXECUTIVE CHAMBEBER
- TEL
8OB MILLER Caplisl Complex . ’ 4m§sﬁg§1ﬁ

. c Ed
Cavernor arson City, Nevada 89710 Fax: (7033 8870488

; © April 25,1996

The Honorable John Chafee
505 Dirksen Senatz Office Building
Washingion, D.C. 20510

~ Dear Senator Chafee:

We are writing to applaud your bipartisan efforts 1o balance the federal budger, while
making responsible changes in Medicaid and welfare programs, Democratic Governors have had
a iong~-standing interest in balancing the federal budget as many of ug zre required 10 do in our
states.

. ; ot

While we have not had an oppontunity to review your proposal in detail, the summary
we have seen is both encouraging and practical, And, while we cannot comment on all aspects
of your comprehensive package, we believe your proposal gogs far toward achicving the
principles outlined in the MNational Governors® Association's agreemenmts on Medicaid and
welfare, Your reform package — if adopted -- will improve the Medicaid program while
achieving significant savings and po 2 long way in assisting states in their efforts toward weifare
reform,

In the Governors’ agreement on Medicaid, the basic premise is that individuals have a
guarantee of coverage and that the dollars will follow the people. Your outline indicates that you
prescrve that guarantee and have 2 funding formula very similar 10 the NGA agreement. As you
know well from our ongoing discussions, these principles are ¢ritical to s 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 yot to be seen, reportedly it will not contain a formula reflective of the NGA agreement where
the dollars clearly follow the people. :

Your summary shows that the Centrist Coalition package includes a strong welfare
component that builds on the major wnets of the NGA bipartisan welfare ‘agreement. Your
proposal would time-limit benefits and strengthen work requirements while protecting children,
These provisions most certainly complement state efforts 1o reform welfare and are consistent
_with Gavernors' desire 10 impel Congressioaal action this year.
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Senator Chafee '
Apcil 23, 1996
Page 2

Most imponiandy, your Coalition has forged a bipartisan compromise with your proposal.
If anything is to be learned from the health care and welfare battles over the past years, it is that
reform will never become a reality in a purely partisan environment. Qur goal has always been
to have a bipanisan effort on these issues which would lzad to & bipartisan discussion in
Congress. As administrators of these critical staie programs, we have beza very concerned abowt
the stafled legislative process in the relevant House and Senaie commitiees. We have worked
tirclessly over the past year with you, other members of Congress, the Administration and
Republican Governors woward effective, comprehensive reform. We appreciaste your efforts and
dedication o completing this task this year.

. , :

We appreciate your continued willingness o work with Governors and stand ready 10
assist with your efforis to achieve real reform that will enable and bolster our efforis at the state
1evel to provide meaningful, cost-effective programs for our people.

With best rega{fis.

| ﬁw'?n @wﬁ, Bs Ak

Governor Gaston Caperon Governor Bob Miller
West Virginia . Nevada

e R g Lot

Governor Tom Carper Governor Lawton Chiles
Delaware Florida

Governor Roy Romer
Colorado

e
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fve besn provided & 'copy of your May 29, 1996,

; 'ciz{ynu critiize HR.

3507, the Personal Responsibility end Work Opportualty Act of 1996. ] em & sponsor pf ther
bﬂimmwm&w%wmizwwmem&mw%wnampmmmd

youS ComInents,

- 5

The reforms to the food StEmy Program m::lszdcd in H.R. 3507 do not "eut" faod stamp
benefits. In fact, the food stamp program {s rewsined as 2 federal progrem, with 100% of the
benefits paid by the fadersl government. Food namps will continus to be provided as a basic
ared, The reforms do take the program off avtomatic pilot, ending sutomatic spending
increnses for all exgept annual incresses in food bensfits, States are gllowed 1o harmonize

other walfire

and the food stamp program apd strong provisions are Included to

PTOETAMS
cwrb tafficking and fraud with increased panslties to stop crigniaals from profiing from the

fsod stamp program,

Despite your swiement that the food stamp program is not resuthorized in HLR. 3307,
the Bill, in pardoular Section 1082, provides for reautborization of the food stamp program
through 2002 with no cap. Tem ;mu.ariy distrassed that you would criticize this bill for
this reason becanse it was at the suggestion of the Administration, the Secratary of
Agriculture, and the National Governors’ Association that the food stamp cap was aliminated,
In foct, I had serious seservations about climination of the food stamp cgp because I believe it
18 nacessary 10 put Congress in control of spending on this and other programs, However,
baeam of sugpestions I m%dwdﬂammmw&osepmﬁu, thechwgewasmsda

You also make referene 10 "untenable work requirdments” in the WL Ifin ﬁw& yau
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are referring 1o the provigion that linits receipt of food stamps for thost able-bodied persons
between the sges of 18 and 50, with no depondents, unleys they work or pariicipate in 3
workfire or 8 training prograts, I beliove your comuments are mispuided, This is, no doubt, a
srrong work requirement  We are ssking able bodied propls, betwoen 18 and 50 years, with
o dependents 1o work halfitime in ordsr 1o recive food stamps, after they roceive food
stamps for a four moeth period. Exceptions are provided for areas of high unersployment.
There is nothing “untemable” sbout this provision. Able bodied food stamp participants should
work, like most everyone ¢las in this country.

Recelpt of food stamps should be temmporary, espesislly for sble-bodied psople with no

dependents who <an work and bave no one relying on ther st home. Wemukingmzﬁzey
work only halftime if zhcymmw continus o rocelve food stamps,

Thase and the other reforms to the food statmp program 1epresent ntcessary changes,
many of which are either ineorpo mmmmﬁmmmﬁncrﬁmdbytﬁa
Administration i its most recers [propoanl.

1 would be happy w discyss the need fopfood sphip progzam reform with you.

TOTAL P93
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Testimony Submitted to the Senate Committee on Finance
June 13, 1956
Welfare and Medicaid Reform

by
Governor Bob Miller of Nevads
Governor Roy Romer of Colorado
Governor Lawton Chiles of Florids
Governor Tom Carper of Deleware
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In February, the Nation’s Governors unanimously endorsed proposals to reform owr
welfare and Medicaid sysierns. We testified before you with our Republican colleagues
on our shared hope for bipartisan reform of the Medicaid and welfare systems this year.
Since that time the Republican leadership has introduced S, 1795, a bill to reform the
Medicaid and welfare systems, We submit written testimony to offer our comments on
this bill.

Medicaid

We want to say in the clearest worms possible: the bill before you does not reflect the
NGA agresment as it pertains to Medicaid. We know. We were the governors whe
negotiated that agresment.

Before we discuss how 8. 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 majonity took ow bipartisan work and spent more
than three months developing legislation. During that period there wag no contact either
by members of the committees or staff with the bipartisan NGA, with Democratic
Grovernors or our staff. While commiriee staff were drafting this bill, a bipartisan group
of governors continued to meet to develop the details of the NGA proposal. We reached
greater clarity on issues including the funding formula, the definition of disability,
policies on comparability and state-wideness of benefits and policies related to amount,
scope and duration of benefits. The results of these negotistions are not incloded in 8.
17935,

We understand and respect the Finance Committee’s responsibility and authority to draft
Medicaid Iegislation, Our only objection is to the content of 8, 1795 and efforts to
describe that bill as the NGA proposal.

How the bill is inconsistent with the NG A agreement on Medicaid

The most obvious failing in the bill is in the financing formula. S. 1795 essentially
recreates the block grards in earlier bills, thereby abandoning the NGA policy. The
funding formula is criticel booause a guarantes to provide coverage without sufficient
funding is 2 meaningless guarantee,

The NGA policy calls for a base allocation to each state using 1993, 1994 or 1995 actusl
Medicaid expenditures, The bill is inconsistent with the policy. The bill uses the 1998
numbers that appeared in the Medigrant bill. While these figures were generated with the
input of Republican Governors, Democratic Governors were not inviied (o participate in
this process. Many states have discovered that the figures in the bil] do not match any
actual data for that state. Actual baselines must be used if the bill is to comply with the
NGA policy.
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The NGA policy says that the formula for growth must account for estimated changes in
each state's caseload. The growth portion of the formaula in the bill is completely
different, It has two serious flaws, First, the formula in the bill is not based upon an
estimate of caseload or changes in case-mix,

This is cntirely inconsistent with the NGA policy which is based upon the principle that
federal funds should foliow the people served by the program.

Second, growth rates in the allocation w each state are severcly constrained by floors and
ceilings. These constraints prevent states from actually receiving the funds associated
with expected caseloads. The floors and ceilings so campletely overwhelm the so-called
“necds-based formula™ that states would not have their needs met atall. Atleast 15 states
are fully capped in advance. No matter how much the expected cassload might increase
in Florida or Nevads, those stete's sliocations will increase by no more than 7.22% per
year because that is the program cap. Meanwhile, many other states are guaranteed 2
significant rate of growth (4.33%) even if they are losing population and caseload.

The NGA policy calls for an umbrells fund that guarantees states a per-bencficiary
payment for actual enrollees who were not accounted for in the growth estimates. The
fund in 8. 1795 is entircly different and inadequate. First, it is impossible for the fund to
cover cnrallees not included in the estimates because, 2 noled above, there are no
estimates of caseload in the bill's formula. In addition, the unbrella only covers
unanticipated caseload for one year. If a state experiences 8 recession that lasts more than
onc year (not an uncommon avent) the umbrella is of no use. It is inappropriate to require
states to cover certain populations and then not provide one dollar of federal suppont for
people whose coverage is “unanticipated.”

The NGA policy says that disproportionate share hospital (DSH) funds will not grow for
‘states where DSH aceounts for more than 12 percent of the Medicaid program, The bill -
does not comply with this provision. Insiesd, even states with excessive DSH programs
will have the full growth rate in the formula applied to their DSH funds.

The dynamics of a capped medical assistance program are very different from thoss of
the current Medicaid program. Under current law, if one state receives excess money,
cither through the DSH program or other means, the burdesn falis on the federal taxpayer,
but not on other states, Under the proposed Medicaid block grant, states would be in
competition for limited resources. Where the bill diverges from NOA policy and
provides a higher level of funding for certain states, those funds are taken directly from
the citizens of another state where they may be needed simply to support a basic
Medicaid program.

The NGA formula was crafted with great care to balmce legitimata, competing needs.

S. 1795 fails to adhere to that formuls, and has upset that careful balance. Because the
formula bas been modified in 2 manner that will assist certain states, some goverors will
certainly support the forrnula in the bill. However, this committee should not interpret
support by those governors as a statement that 8. 1795 is consistent with the NGA
funding principles,



JUN g4 796 @5:15PM F. 58

-

Committes staff has indicated they had no choice but to reject the NGA formula because
GAD could not generate state-specific funding estimetes using the NGA formula, That
compiaint rings hollow. The st2ff made no effort 1o work with us to clarify the formula.
We can only interpret this excuse g5 a cover for the stafY s desire to return to the block
grant formula 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 its design of the program. The NGA proposal says that the guarantees of
coversge and the st of benefits “remains” for certain populations and certain services.
Some of the features of the bill so fundamentally change the nature of that guarantee that
one cannot say that those guarantees remain -- certainly not in a form anything like what
the NGA proposal contemplated, Specifically, permitting unlimited copayments and
deductibles, residency requirements, family financial responsibiiity, and other similar
provisions compictely undermine the guaranize of health carg services 1o our nost ncedy
citizens.

We raise these issucs not because we do not trust states or because we believe the federal
government needs to tell states how 1o administer their programs. Rather, we believe
these provisions are impartant to guarantce the continued commitment of the federal
government to this program. If states in difficult budget times can dramatically scale
back coverage while receiving the same amount of federa] funds, political support for this
program at the federal leve] will wane. We believe there is value in a federaily-defined
safety-net, while we desgire the flexibility to sdminister our programs in the most
appropriaie manner. We believe that the flexibility to define away the guarantes of
coverage will undermine the program and harm all states,

There are some areas where Democratic Governers 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 issnes in order to gain on others, Asweread 8, 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
negotiated, the bill picks and chooses issues, adopting the positions Republican
Governors felt were most critical, while rejecting the most important issues for the
Democratic. Governers.. Since 8. 1793 strays so far from our compromise, we think it is
important 1o bring to the committee’s attention some of the 1ssues where Republican
Governors prevailed,

8. 1795 changes the federal matching forroula, creating the possibility that more than
$120 billion of state funds will be withdrawn from the Medicaid program over the next
seven years while states continue to draw federal matching funds. The bill eliminates the
guarantee of coverage for poor children age 13 to 18 that is being phased in under currant
law. It eliminates the standard federal definition of disability that is used to esteblish
Medicald eligibility. All of these provisions are consistent with our policy, but warrant
the same reexamination that you have undertaken with respect to the formula. Ifthe
commitiee is going 1o consider legislation that is not based upon NGA policy, it should
take a close 100k at each of these issues.
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Governors negotiated a Madicaid policy in good faith. This Congress has rewritten our
agreement and attempted 1o pin our bipartisan name on 2 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 jssue. However, that work needs to
proceed on the same bipartisan basis the Governors used. Thess important issues will
never be resolved if partisan politics guide your work.

Welfare

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

Arnd although there is no doubt that welfare and Medicaid are inextricably linked in
practice, it has not been the position of the NGA that they must be united in one
legislative package. We Welieve that a strategy that insists on linking welfere and
Medicaid dooms hope of bipartisan agreement and legislative success for reform of ejther
program. :

Wg believe that the welfarc title of the Republican leadership’s bill represents sirong,
positive movement in the welfare debate, $.1795 s significantly better than HR 4 in
many respects and reflects the bipartisan agreement of Governors in many important
areas. -
§.1795 includes $4 billion in additional resources for child care. The NGA bipartisan
welffre agreement recommended the inclusion of $4 billion in additional resources for
child care. 5.1795 supports governors in their understanding thet adequate child care is
eritical 1o the success of welfare-to-work efferts. Access to affordable, quality child care
is the number one barrier to self-sufficiency faced by mothers currently receiving

- benefuts.

8.1793 includes $2 billion for an economic contingency funds for states, NGA
recommended that there be at least $2 billion in economic protection for states in times of
sconomic downtums andd/or increases in unemployment or child poverty. 5. 1795
supports the funding levels recommended by the NGA and includes a more reaponsive
trigger, consistent with the NGA agreement.

$. 1795 includes edditional resowrces 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 porformance target. Governors beliave that,
along with state sanctions for poor performance, there should be rewards for states that
perform well, :

There are, however, some sreas where §, 1755 does not reflect the NGA sgreemem,

8. 1795 does not include the NGA recommendations on how to measure work
participation,
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. Governors believe that in order to measure work participation states miust count
individuals whao leave welfars for work. If states are not permiteed to count persons who
leave the roles 1o go to work in the work participation rate, the work measure is flawed
and states’ ability to succeed according to prescribed participation rates will be severely
diminished. We urge Congress (o revise the work participation calculation to reflect the
NGA agreement,

$.1795 caps the excess shelter deduction in the Food Stamp Program. Although the Food
Stamp Program s not within the jurisdiction of the Finance Commitiee, it is important to
note that 8. 1785 does not reflect the NGA agreement in thiz area.

NGA recomraended that the cap on the shelter deduction included in HR. 4 be rejected
by Congress. A cap on the excess shelter dedustion in the Food Stamp Program weuld
have a disproportionate impact on the poorest families with children and would result in
over a $1 billion more in savings from the Food Stamp Program. We yrge Congress
eliminate the cap on the excess shelter deduction in the Food Stamp Program.

8. 1795 includes unneoessary restrictions on states’ access 1o the economic contingency
fund.

The NGA policy supports the 52 billion contingency fund included in 8. 1795, however,
8. 1755 includes additional restrictions on states’ access to the contingency fund not
supported by NGA policy. The contingency fund must be adequately funded and
appropriately responsive to states’ economic circumstances. We urge Congress to
sliminate the unnecessary restrictions on states ability to draw down assistance,

$. 1795 includes a 20 percent reduction in funds for the Social Services Block Grant
(8SBG). .

States vse a significant portion of their SSBC funds for child care assistance for low
income families. It is counterintuitive to include new money for child care in one
instance and snateh it away in another. We urge you to reject the additional cuts in the
Social Services Block Grant,

8. 1795 includes new restrictions on states’ abilities fo provide services to families. The
NGA supports time-limits as applicd to cash assistance, The NGA policy does not
support the application of a time-limit on non-cash assistance, 8. 1795 would prohibit
states from using the block grant for important work supponts 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 impaose the time-limit on
cash assisiance only.

Although we have used this opportunity to discuss some of the remaining issues on
welfare reform, our primary message on welfare continues to be that we believe
bipartisan welfare reform is within reach, Congress has come 2 great distance on welfare
in the last year and 5. 1795 is consistent with the NGA welfare policy in many important
arcas, We urge Congress begin bipartisan discussions on welfare and 1o move a welfare
bill as scon as possible.
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It has always been owr hope that legislation 1o reform both the welfare and Medicaid
programs could be enacted this year. The content of 8. 1795 suggests that the govemors’
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 s¢e welfare reform losting
battle over Medicaid. Therzfore, unless this Congress is willing to substantiatly modify
its approach to Medicaid, we would urge you to enact welfars reform in a separate bill
and allow states 1o continue our cfforts to improve this program.
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THOMAR A, S4aBPER
GRNERNOR

June 19, 1996

~ The Honorable Biil Archer, Chairman
Ways and Means Committee
1102 Longworth House QOffice Building
Washington, D.C. 20513

Dear Chairman Archer:

I am writing in response 10 your letter of June 117 to assuge vou thar Democratic
governors will not sbandon bipartisan efforts 1o enact Medicaid and welfare reform.
However, you are right 1o point out that Democratic govemors view the Medicaid and
welfare provisions of H.R. 3507 differently. It {s not the position of NGA, normy
personal belief, that reform of these programs must be'united In one legislative vehicle.
While [ hope to see major changes adopted to both welfare and Medicaid this year, 1
concur with many who believe a strategy that insists on linking welfare and Medicaid
may doom hope of bipartisan agreement and Jegislative success for reform of either
program.

Let me defer here on the Medicaid issue to my three Demeocratic colleagues
directly involved in negotiating the NGA’s Medicaid proposal, [ ask you to refer 1o the
attached letter sent to Senator Roth by Democranc govemnors outlining issues with the
Medicaid ntle of HR. 3507,

Clearly, serious differences remain on how best 1o reform the Medicaid program;
however, the same is not frue for welfare. The welfare provisions of H.R 3307, as
introduced, are largely consisient with the major recommendations of the National
Governors Association. The inclusion of additional resources for ¢hild care and the
contingency fund, as well as the inclusion of many of performance incentives and the
NGA recommendations on work, undoudtedly steengthen the bill.  [naddition, Tam
encouraged that your Committee rejected inclusion of additional cuts for the Social
Services Block Grant, And although some differences remain, the differences are not
great. I, like vou, have every hope that we can reconcile these differences in the weeks
zhead o craft a welfare compromise acceptable 10 Democrats and Republicans.

TAYNALL SLULDING CARYEL $TATE CERIDE BEDS,
DOVER, DELAWARNE 10301 WIINGTON, DELAWARE 19809
$302) 738 - 4101 {302} 577 3410

Ly Scaraly ) R FAX (3021 57 - and
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The Honorable Bill Archer
June 18, 1996 .
Page two of two

The welfare debate and the prognosis for successful reform have been greatly
enhanced by the open, constructive dialogue between us that has taken place in the
drafuing of the welfare bill. You and your staff are 1o be commended for your efforts.
Lets continue 10 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 our
grasp at last. [t is important that we not let it slip away.

With best personal regards,

Sipzerely,

Tom Carper

Governor

o Governor Chiles
Govemnor Romer
. Governor Miller

Attachment
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State oF DELAWARE
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THOMAS A, CARPER
SAVEANGH

" June 19, 1995

The Honorable E. Clay $haw, Jr., Chairman

Ways and Means Subsommittee on Human Resources
B-317 Rayburn House Office Building

Washington, D.C. 20515

Dear Chairman Shaw:

1 am writing in response to your Jetter of June 11 to 2ssure you that Democratic
governors will not abandon bipartisan ¢fforts to enact Medicaid and welfare reform.
However, you are right 10 point out that Democratic governors view the Medicaid and
welfare provisions of H.R. 3507 differently. It is not the position of NGA, normy .
personal belief, that reform of these programs must be united in ove legislative vehicle.
While | hope to see major changes adopted to both welfare and Medicaid this year, |
soncur with many who believe a strategy that insists on linking welfare and Medicaid
may doom hope of bipartisan agreement and legislative success for reform of either
PYORram,

Let me defer here on the Medicald issue to my three Democratic colleagues
directly involved in negotiating the NGA™s Medicald propesal. Task you to refer to the
attached letter sent to Senator Roth by Democratie governors outlining issues with the
Medicaid utle of HR. 3507,

Clearly, serious differences remain on how best to reform the Medicaid program,;
however, the same is not true for welfare. The welfave provisions of HLR. 3507, as
introduced, are largely consistent with the major recommendations of the National
Govemors Association, The inclusion of additional resources for child care and the
contingency fund, as well as the inclusion of many of performance incentives and the
NGA recomumendations on work, undoubtedly strengthen the bill. In addition, 1am
encouragad that your Committee rejected inclusion of additional cuts for the Social
Services Block Grant. And although some differenzes remain, the differences are not
great. I, like vou, have every hope that we can reconcile these differences in the weeks
ahgad w craft a welfare compromise acceptabie ro Demnocerats and Republicans.

TATNALL BULDING CARVEL STATE OFPICE DLOG,
DOVER, DELAWARE 1980 WHMNGTON, DELAWARE 18801
B[N A0a 577 -3y

EAX {3021 709 2775 PAX (02 577 - 3118
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The Honorable E. Clay Shaw, Jr.
Jone 18, 1996
Page two of two -

The welfare debate and the prognosis for sucsessful reform have been greatly
enhanced by the open, constructive dialogue between us that has taken place in the
drafting of the welfare bill. You and youwr staff - especially Ron Haskins - areto be
commended for yowr efforts. Lets continue 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 our grasp at last. It is important that we not let it slip away.

With best personal regards.

Sincerely,

Tom Carper
Govemnor

$0: Governor Chiles
Governor Romer
Governor Miller

Altachment
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June 13, 1996

The Honorable William V. Roth, Jr.
Chairman, Commirntee on Finance
United States Senate

Waghington, D.C. 20510

Dear Serastor Roth:

We are writing this letter in response 10 separate letters you sent ezch of us on May 31,
1995, regarding Madicaid and S. 1795, We hope this leter will clarify how 5. 1795 fails
to match the NGA policy on Medicaid and make clear to you that we have no interest in
abandoning bipartisan efforts to enact Medicaid and welfare reform,

In February & bipartisan group of governors representing the National Governors’
Association (NGA) shared with your commutzes the cutline of a2 Medizaid reform proposal
thar had been adopred unanimously at our winter meeting. That outline was developed
afier more than 100 hours of face-to-face negotiations by 2 group of six govemnors.

We want to say in the clearest terms possible: the bill before you {3, 1795) does not
reflect the NGA agreement. We know; we were three of the governors who negotiated
that agreement

Before we discuss how 8. 179§ 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 majonty took our bipartisan work and spent more
than three months developing legislation. During that period there was no contact either
by members of the comumittess or staff with the bipartisan NGA, with Democratic
Governors or our staff. While comminter staff were drafling this bill, a bipartisan group of
governors continued 10 meet 10 develop the details of the NGA proposal, We reached
greater clarity on issues including the funding formula, the definition of disability, policies
on comparability and state-wideness of benefits and policies related 10 amount, scope and
duration of benefits, The results of these negotiations are not included in S. 1795,

We understand and respect the Finance Comminee’s responsibility and suthority to draft
Medicaid legislation. Qur only objection is to the content of 8. 1795 and effonts to
describe that bill as the NGA proposal.

How the bill is inconsistent with the NGA agreement

The most obvious failing in the bill is in the financing formula, S, 1795 essentially

ecreates the block grants in earlier bills, thereby abandoning the NGA policy, The
funding formuia is ¢ritical because a guarantee to provide coverage without sufficient
funding {5 & meaningless guarantee.
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The Honorzble William V. Roth, Jr.
June 13, 1996
Page 2

The NGA policy calls for 2 base allocation to each state using 1993, 1994 or 1953 actual
Medicaid expenditures. The bill is inconststent with the policy. The bill uses the 1996
numbers that appeared in the Medigrant bill. While these figures were generated with the
input of Republican Govemnors, Democratic Governors were not invited to participate in
this process. Many states have discovered that the figures in the bill do not match any
actual data for that state. Acmal baselines must be used if the bl is 10 comply wath the
NGA policy.

The NGA policy says that the forrmula for growth must account for estimated changes in
each state’s caseload. The growth portion of the formula in the bill is completaly
different. It has two serious flaws. First, the formula in the bl 1§ not based upon an
estimate of caseload or changes in case-mix, This is entirely inconsistent with the NGA
policy which is based upen the principle that federal funds should follow the people served
by the program.

Second, growth rates in the allocation to each state are severely constrained by floors and
cellings. These constraints prevent states from actually receiving the funds associated with
expected caseloads. The floors and ceilings so compietely overwhelm the so-called
“needs-based formula” that states would not have their needs mer at all. At least 15 sraves
are fully capped in advance. No matter how much the expected caseload might increase in
Florida or Nevada, those state's allocations will increase by no more than 7.22% per year
because that is the program ¢ap. Meanwhile, many other states are guaranteed a2
significant rate of growth (4.33%) even if they are Josing population and caseload.

The NGA policy calls for an umbrella fund thar guarantees states a per-beneficiary
payment for actual enroliees who were not accounted for in the growth estinares. The
fund in 8. 1795 is entirely different and inadequate, First, it 15 smpossible for the fund to
cover enrollees not inchuded in the estimates because, as noted above, there are no
estimates of caseload in the bill’s formula. In addition, the umbrella only covers
unanticipated caseload for one year. If a state experiences a recession that lasts more than
one year (not an uncommon evpnt) the umbrella is of no use. Itis inuppropriate to reguire
states 1o cover certain populations and then not provide one dollar of federal supporn for
people whose caverage is “unanticipated.”

The NGA policy says that disproportionate share hospital (DSH) funds wiil not grow for
states where DSH accounts for more than 12 percent of the Medicaid program. The bill
does not comply with this provision. Instead, even states with excessive DSH programs
will have the full growth rate in the formula applied 1o their DSH fands.

The dynamics of a capped medical assigrance program are very different from those of the
current Medicaid program. Under current law, if one state receives excess money, either
through the DSH program or other means, the burden fails on the federal taxpayer, but
nat on other states, Under the proposed Medicaid block grant, states would be in
competition for Himited resources. Where the bill diverges from NGA policy and provides
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a higher level of funding for certain states, those funds are taken directly from the citizens
of znother state where they may be needed simply to support 3 basic Medicaid program.

The NGA formolz was crafted with great care to balance legitimate, competing needs.

S. 1795 fails 1o adhere to that formula, and has upset thar carefil balance, Because the
formula has been modified in a manner that will assist certain states, some governors will
certainly support the formula in the bill. However, this committee should not interpret
support by those governors 4s a statement that 5. 1795 is consistent with the NGA
funding principles.

Committee staff has indicated they had no choice but to reject the NGA formuls becayse
GAQ could not generate state-specific funding estimares using the NGA formola. Thar
complaint rings hollow. The staff made no effor to work with us 1o clanify the formula,
We can only interpret this excuse as a cover for the staff's desire to return to the block
gram formula negotiated in a partisan process and regjected by the NGA.

While closer to the NGA proposal in some of its other features, the bill contdins other
serious flaws in its design of the program. The NGA proposal says that the guarantees of
coverage and the set of benefits “remains” for certain populations and certain services.
Some of the features of the bill so fundamentally ¢change the nature of that guarantes that
one cannot say that those guarantess remain -- certainly not in 2 form anything like what
the NGA, propesal contemplated. Specifically, permitting unlimited copayrments and
deductibles, residency requirements, farnily financial responsibility, and other similar
provisions completely undermine the guaraniee of health care services to our maost needy
citizens,

We raise these issues not because we do not trust states or because we believe the federal
governunent needs to tell states how to administer their programs. Rather, we believe
these provisions are imporrant (¢ guarantee the continued commitment of the federal
government to this program. If states in difficuit budget times can dramatiesily scale back
coverage while receiving the same amount of federal funds, political support for this
program at the federal level wilFwane, We believe there is value in 2 federally-defined
safety-net, while we desire the flexsbility to admunister our programs in the most
appropriate manner. We bslisve that the flexibility to define away the guarantes of
coverage will undermune the program and harm alf 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 1o gain on others. As weread 5. 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
negotiated, the bill picks and chooses issues, adopting the positions Republican Governors
felt were most erincal, while rejecting the most important issues for the Democratic
Governors, Since S, 1795 strays so far from our compromuse, we think it is imporiant to
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bring to the committee's attention some of the issues where Republican Gevemnors
prevailed.

S. 1795 changes the federal matching formula, creating the possbility that more than $120
tillion of state funds will be withdrawn from the Medicaid program over the next seven
years while states continue to draw federal marching funds. The bill eliminates the
guarantee of coverage for poor children age 13 10 18 that is being phased in under current
law, It eliminates the standard federal definition of disabihity that is used to establish
Medicaid eligibility, All of these provisions are consistent with our policy, bur warrans the
same reexamination that you have undertaken with respect to the formula. If the
comrnitres is going 1o consider legislation that is aot based ypon NGA poiicy, it should
rake a close look at each of these issues,

Mr, Chairman, you issued & press release criticizing Democratic Governors for abandoning
efforts to reform Medicaid and welfare. This partisan anack was unfair, Governors '
negotiated a Medicaid policy in good faith. You chose o rewrite sur agreement and ©

pin our bipartisan name on 3 bill that was wrirten without the participation of a single
Democratic Member of Congress or Democratic Governer. We would hike very much to
work with you on this issue. However, that work needs to procesd on the same bipanisan
basis the Governors used. These importan: issues will never be resolved if partisan

paitics guide your work.

) vl
Sincerely, 2 Z M
v Romer. Lawton Chiles Bob Miller
Governor of Colorado Covernor of Flonda (overnor of Mevada

ce: Ranking Member Moyruban, CW Bliley, Ranking Member Dingel
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Dear Finance Committee Member:

The nation™s Governors appreciate that 57795, as intreduced, incorporated many of the National
Govermnors’ Associastion’s” (NGAY recomgrendations on weifare reform. NGA hopes thar
Congress will continug ¢ ook 10 the Governors’ bipamisan efforts on 2 welfare reform policy
and build on the Jessons learned through 2 decade of state experimentation in welfare reform.

However, upon inftial review of the Cheirman’s mark. NGA believes that many of the changes
eontained i the mark are contradicwory 10 the NOGA bipartisan agreement.  The mark includes
unreasonable madifications 0 the work requirement, and additional administrative burdens,
easirictions and penalties that are unaccepuadle.  Governors believe these changes in the
Chairman’s mark grestly restricr suste flexibility and will result in increased, upfunded costs for
states, while at the same time saderminipg states ability to implememt effective welfare reform
programs. These changes thrzaten the ability of Governors to provide any supporn for the revised
welfare package. and may, in {act cesul in Governors opposiag the bill.

+ As you mark up the welfare provisions of §. 1793, the Personal Responsibiiity and Work
Opportunity Act of 1996, NGA stongiy urges you to consider the recommendations contained
in the welfare reform policy adopted unanimously by the nation’s Governors in February.
Governors believe (hat these changes arc needed to ¢reate a weifare reform measure thar will
foster independence and promote responsibility, provide adequace support for families that are
engaged in work, and accord staizs the flexibility and resources they need 1o transform weifare
into & trengiional program leading 1o work.

Below is a parual list of amendments that may be offered dering the commistee markup and
revisions included in the Chatrman’s mark that are either opposed or supporied by RGA. This
list i5 nov meant 1o be exhaustive, and there may be other amendments or revisions of interest or
caneern 1o Governors that are not on this hist. In the NGA welfare reform policy, the Governors
did not take z position ob the provinions rejated 1o benefits for immigrams, and NGA will not be
making recommendations on amendments in these areas. As you markup S. 1795, NGA wurges
you 1 consider the following recommendadons based on the policy statement of the nation's
CGovernars on welfare reform, '
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RNORS URGE YOU TO SUPPORT THE FOLLOWING AMENDMENTS;

+ Support the amendment to permit states to count toward the work participation rate
ealculation these individuals who have left welfare for work for the first six months
that they are in the workforce (Breaux]. The Guovemnors believe states should receive
credit in the panticipation rawe for successfully moving people off of welfare and into
employment, thereby meeciing one of the primary goals of welfare reform. This will also
provide states with an incentive to expand their job retention efforts.

s Support the amendment that applies the time limit only to cash assistance {Breaux).
5. 1795 sets a-sbxty-month 1ifetime Himit on umy federalty funded assistance undee the block
grant., This would prohibit states from using the block grast for imponant work supports
such as transpertation or iob retention counseling after the five-year hmit. Consistont with
the NGA welfare veform palicy, NGA urges you to support the Breaux amendment that
would apply the ume heaut only to cash assistance.

s Support the amendment Y0 restore funding for the Social Services Block Grant
{Rockefeller), This amencdmant would Hmit the cut in the Social Services Biock Grant
{SSBG) w 1{ percent tather than 20 percent. States use a significant portion of thelr S8BG
funds for child care for low-income families. Thus, the additional cut currently contained in
S. 1795 negares much of the increase in child care funding provided under the bill.

« Support technical improvements to the contingency fund (Breaux}. Access 1o additional
matching funds is critical 1o states during periods of economic recession. WNGA supports two
amendments proposed by Semator Breaux. One clarifies the language relating to
maintenanse of effort in ihe contingency fund and another medifies the fund so states that
access the contingency fund during only pant of the year are ot penslized with & less
advantageous march rate.

» Support the amendment to extend the 73 percent enhanced match rate throvgh fiscal
1997 for statewide zutomated child welfare information systems (SACWIS), (Chafer,
Rockefeller). Although not specifically addressed in the NGA policy, this extengion i3
important for many states that are trying to meet systems requirements that will strengthen
their child welfare and child protection efforts.

{iovernors urge vou 10 OPPOSE amendmenis or revisions {0 the Chalvman's mark that would
limit state flexibility, create unreasonable work requirements, imposs new mandaies, or ensroach
on the ability of each stats to direct resources and design a welfare reform program 10 mest iss
unique fieeds.

In the arca of work, Governors strongly oppose any efforts to increase penalties, inerease work
participation rates, further restricr whar activities count toward the work participation rate, or
change the hours of work required. The Governars’ policy included specific recommendalions in
these areas, many of which were subsequemly incorporated into 5. 1798, as introduced. The
recorunendations teflect a careful balancing of the goals of welfare reform, the availability of
resources, and the recognition that esonomic and demegraphic circumstances differ among
states. Imposing any additional Himitations or maodifications 10 the work reguirement would fimit
siate flexibility. ‘

P.3sa
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THE GOVERNORS URGE YOU TO OPPOSE THE FOLLOWING AMENDMENTS OR
REVISIONS IN THE AREA OF WORK.

+ Oppose the revision in the Chairman’s mark to increase the number of hours of work
required per week to thirty-five ours in future years. NCA’s recommendation that the
work requirement be set at rwenty-five hours was incotporatsd into 8. 1795, Many states
will set higher hourly requirements, but this flexibility will enable states (o design programs
that are consisten with local labor market opportunitias and the availability of child care.

* Oppose the revision in the Chairman's mark o Jecrease o four weeks the aumber of
weeks that'job search cun count as work. “NGA supports the twelve weeks 8f job search
contained in §. 1793, 3s introduced. Job search has proven to be effective when an
individual first enters a program and also after the completion of individual work
components, such as workfare or community service. A reduction to four weeks would limit
state flexilsility o use this cost-effective suategy 10 Move racipients inlo work.

* QOppose the revision in the Chairman’s mark to increase the work participation rates,
NGA opposes any Increase in the work parcipation rates azbove the original 3. 1795
requirements. Many training and education activities that ars currently counted under JOBS
will not count toward the new work reguirements.  Consequentdy, statos will face the
challenge of wansforming their current JOBS program into 3 program that emphasizes quick |
movement into the labor force. An Increase in the work rates will resoit in increased costs w
states for child care and work programs.

s Oppose the revision in the Chairman’s mark to increase penalties for failure to meet
the work participation requirements. The proposed amendment 1o increase the penalty by
5 percent for each consecutive faiture to meet the work rate 1§ undoly harsh, pacticularly
given the stringent nawre of the work requirements, Ironically, the loss of block gramt funds
due 10 penalties will make it even more difficult for a2 state 1o meet the work reguirements,

» Oppose the amendment requiring states to count exempt families in the work
participation rate calculation {Gramm). Thisr amendment would retain the state option 1o
exernpt families with childres below age one from the work requirements but add the
requirement that such families count in the denominator for purposes of determining the
work pamticipation rate,  This penalizes states that gramr the exemption, effectively
eliminating this option. The exemption in §. 1795 is an acknowledgment thar ¢hild care
costs for infants are very high and that there ofien is a shonage of infant care,

« Oppose the amendment to increase wark hours by ten hours a week for Families
receiving subsidized child care {Gramm). This amendment would greatly increase child
care costs as well as impose a2 higher work requirement on families with younger children,
because families with older children—particolarly teenagers—are less likely to need
subsidized child care assistance.

o Oppose the revision in the Chairman’s mark to exempt families with children below age
eteven. $. 1795 as introduced, prohibils states from sanctioning families with children
below age six for falure to panicipate in work if failore to participate was becanse of a lack
of child care. This revision would raise the age to eleven. NGA is concemned that this
revision effectively penalizes states because they still would be required 1o count these
individuals in the denomimiter of the work participation rate,
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THE GOVERNORS URGE YOU TO OPPOSE THE FOLLOWING AMENDMENTS OR
REVISIONS IN THE CHAIRMAN'S MARK IN THESE ADDITIONAL ARFEAS,

e Oppose the revision in the Chairman’s mark 1o intrease the maintenance-of-effort
requirement above the 75 percent ins the cash assistance block grant or further narrow
the definition of what counts toward maintenance-of-effort,

= Oppose the revisions in the Chairman’s mark that increase state plan reguirements and
inclade gdditional state pensities.

+  Oppose the amendment to limit hardship exemption to 15 percent (Gramm). NGA
policy supports the curmrent provision in 8. 17935, as introduced, that aliows states to exempt
up 1o 20 percent of their caseload from the five.year lifetime Jimit on benefits,

= Oppose the amendment to mandate that siates provide in-kind vouchers to families
after a state or federal tme Hmit on benefits is triggered (Breaux, Mosely-Braun).
NGA believes that swres should have the opfion W provide poncash forms of assistance
after the time limit, but they should ot be mandated 1o do so.

e  Oppose the prevision in the Chairman’s mark to restrict 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 atlow a transfer of funds into the foster cars program or the

Social Services Block Grane

o QOppose 2 Famnily cap mandate in the Chairman’s mark. NGA suppons a family capas an
option, rather than a mandate, to prohibit benefits to additonal children bom or conceived
while the parent is on welfare.

Govemors urge you (o consider the above recommendations.

Sincerely,

St

Raymond C, Scheppach
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Members of the Senate Finance Commiies

Dear Financs Commitge Members:

The nation’s Governors appreciate that 8. 1798, as introduced, incorporated many of the
Natonal Governors' Association’s {NGA) recommendations on welfare refarm. NGA hopes tha
Congress will continue 10 look to the Govemors® bipartisan efforts on a welfare reform policy
and build on the lessons leamed through a decade of state experimeniation in welfare reform.
However, upon initial review of the Chairman’s mark, NGA believes that many of the changes
contained in the mark are contradictory 1o the NGA bipartisan sgreemant. Unreasonable and
onerous modifications 1o the work requirement and additional adminiswative burdens,
restrictions and penaltes for stales threaten the abibity of Gevernors 16 provide any support for
the revised welfare package. Govemors belicve these changes in the Chairman’s mark greatly
restrict sigte flexibility and will result increased, unfunded costs Tor states, while at the same time
undermining states ability (0 implement effecrive welfare reform programs.

As you mark up the welfare provisions of 8. 1793, the Personal Responsibility and Work
Oppontunity Act of 1998, NGA strongly urges you to consider the recommendations contained
in the weifare reform policy adopted unasimously by the nation’s Governors in February.
Govemars believe that these chanpes are needed to create a welfare reform measure that will
foster independence and promote responsibility, provide adequate support for families that are
engaged in work, and accord states the fleaibility and resources they need w gansform welfare

into a transitional program leading to work.. ~™" T —

et s e s T
Below is a partial list of &mcndmm%ms ingluded in t;;&h parkshat may be -f—
offered during the commilice mazi:ﬁg'fhat are sither opposed or supported by NGA. This list is
not meant 1o be exhaustive, and there may be other amendmenis of interest or concers 10
Governors that ave not on this list, In the NGA welfare reform policy, the Governors did not take
a position on the provisions related tw benefits for immigrants, and NGA will not be making
recommendations on amendments in these areas. As you markup 5. 1755, NGA urges you to
consider the following recommendations based on the policy stazement of the nation’s Gavemors
on welfare reform.

THE GOVERNORS URGE YOU TO SUPPO HE FOLLOWING AMENDMENTS.

s Support the amendment to permit states to count toward the work participation rate
calculation those individuals who have left welfare for work for the first six months
that they are in the workforce (Breaux). The Governors belicve states should receive
credit in the participation rawe for suceessfully moving people off of welfare and into
employment, thareby meeting one of the primary goals of welfare reform, This will also
provide states with an incentive to expand their job retention efforns.

» Support the amendment that applies the me limit only to cash assistance [Breaux),
5. 1795 sets a sixty-month lifetime Bmit on any federally funded assistance under the block
grant. This would prohibit sates from using the block geant for important work suppons
such as transportation or job retention counseling after the fivesyear limit. Consistent with
the NGA welfare reform policy, NGA urges you to support the Breaux amendment that
: would apply the time limit only to cash assistancs. .
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*  Support the amendment to restore funding for the Social Services Block Grant
(Rockefeller). This amendmens would limis the cut in the Social Services Block Grant
{8SBG) 10 10 pervent rather than 20 percent. States use 3 significant portion of their SSBG
funds for child care for low-income families. Thus, the additional cut currently comaingd in
3. 1795 negates much of the increase i child care funding provided under the hill,

« Sypport technical improvements to the contingency fund (Breaux). Access to additional
matching funds is critical o states during periods of economic recession. NGA suppors two
amendments proposed by Senator Breaux. One clarifies the language relating to ‘
maintenance of ¢ffort in the contingency fund and another modifies the fund so states that
accass the contingency fund during only part of the year are not penalized with a less
advantageous match rate.

«  Support the sroendment to extend the 75 percent enhanced match rate through fiscal
1997 for statewide automated child welfare information systems (SACWIS), (Chafee,
Rockefeller). Although not specifically addressed in the NGA policy, this exiension is
imporant for many states that are trying (o mest systems requirements that will strengthen
their child weifsre and child protection efforts,

Governors strongly oppose what appear to be a nummber of administrative requirerments and
penalties included in the Chairman’s mark which

Governors urge you to OPPOSE amendments or sevisions to the Chairman’s mark that woold
limit stawe flexibility, create unreasonable work requirements, impose new mandates, or encroach
an the ability of sach swie to direct resources and design a welfare reform program (o meet its
unigue needs,

In the area of work, Govemors strongly oppose any effarts 10 increase penalties, increase work
participation rates, further restrict what activities count toward the work participation rate, or
change the hours of work required. The Governors’ policy included specific recommendations in
these areas, which were subsequently incorporatad inte S, 1795, The recommendations reflscta
careful balancing of the goals of welfare reform, the availability of resources, and the recognition
that economic and demographic circurnstances differ among states. Imposing any additional
limitations or modifications to the work requirement would Limit state flexibility.

s Oppose the revision in the Chairman’s mark to increase the number of hours of
work reguired per week to thirty-five hours in future years. NGA's recom-
mendation that the work requirement be set at twenty-five hours was incorporated into
§. 1795, Many stases vl set higher hourly requirements, but this flexibility will enable
states to design prograros that are consistent with jocal labor market opportunities and
the avatlability of chiid care,

o  Oppose the revision in the Chairman’s mark to decrease to four weeks the number
of weeks that job search can count as work., NGA supports the twelve weaks of job
search contained in 5. 1793, Jeb search has proven 10 be effective when an individual
first entars 8 program and also after the completion of individual work components, such
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as workfare or community service. A reduction 1o four weeks would linut state
flexibility to use this cost-effective sirategy (o move recipients into wirk.

Oppeose the revision in the Chairman’s mark to increase the work participation
rates. NGA opposes any increass in the work participation rates sbove §, 1795
fequirernents. Many training and education activities that are currently counted under
JOBS will not count toward the pew work requirements. Consequently, states will face
the challenge of wansforming their current JOBS program into 2 program that
emphasizes quick movement into the Iabor force. An ncrease in the work rates will
result in increased costs to states for ehild care and work programs.

Oppose the revision in the Chaitman’s mark to increase penalties for failure to
meet the work participation requirements. The proposed amendment 1o increase the
penalty by 3 percent for zach consecutive failure to mest the work rate is undaly harsh,
particularly given the stringent nature of the work requirements. ronically, the Joss of
block grant funds due 16 penalties will make it even more difficult for a state to meet the
work requirements.

Oppose the amendment requiring states to count exempt Famnilies 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 requirernents hut
add the requirernent that such families count iu the denominator for purposes of
determining the work participation rate, This penalizes stazes that grant the exemption,
effectively eliminating this option. The exeraption in $. 1795 is an acknowledgment that
child care costs for infanis are very high 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 subsidized ctild care (Gramm). This amendment would greatly increase
child care costs as well as impose a higher work requitement on families with younger
children, because families with older childrem-particularly teenagers—are less likely to
need subsidized child care assistance,

Oppose the revision in the Chairman's mark o exempt families with children below
age elever, S, 1795 prohibits states from sanctioning families with children below age
six for failure to participate mn work if failure to participate was because of a lack of child
care, This amendment would raise the age to eleven. NGA is concerned that this
amendment effectively penalizes states because they stitl would be required to count
these individuals in the denominator of the work participation rate.

THE GOYERNORS URGE YOU TO OPPOSE THE FOLLOWING AMENDMENTS OR
REVISIONS IN THE CHATRMAN'S MARK IN THESE ADDITIONAL AREAS.

"« Oppose the revision in the Chairman’s mark to increase the maintenance-of-effort
requirement sbove the 75 percent in the cash assistance block grant or further narrow
the definition of what counts toward maintenance-of-¢ffort.

s  Oppose the revisions in the Chairman’s mark which increase state plan requirements
and includes additional sperous penalties,
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s Oppose the amendment to imit hardship exemption to 15 percent (Gramm). NGA
policy supports the current provision in 3, 17935 that allows stales 16 exempt up 10 20 pergent
of their caseload from the five-year lifetime limit on bencfits.

» Oppose the amendment o mandate that states provide in-&kind vouchers to families
after a state or federal time limit on benefits is triggered {Breaux, Mosely-Braun}.
NGA believes that states should have the opfioa 10 provide non-cash forms of assistance
after the ime limit but they should not be mandated 1o do so.

¢ Oppose the provision in the Chairman’s mark to restrict the transferability of funds
out of the cash assistance block grant to the child care block grant only. The Governors
bulieve that it is appropniatz to allow a transfer of funds into the foster cate pragram or the
Social Services Block Grant,

s Oppose a family cap mandate in the Chalrman’s mark. NGA supports a family cap as an
option, rather than 4 mandate, to prohibit benefis to additional children born or conceived
while the parent is on welfare,

¢ Oppose the amendment to link Medicaid eligibility 1o AFDC eligibility. (Chafee,
Breaux) NGA opposes this mandate, which lmits state flexibility. The NGA Medicaid
policy would allow states thres options: retaining eligibility based on cumrent-law AFDC

eligibility; linking Medicaid eligibility o & state’s new welfiwre program under the hlock
grant; or Kinking eligbility to AFDC ehigibility up to the natioral median income standard.

Govemors urge you (o consider the above recommendations.

Sincerely,

Raymond (. Scheppach
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PROBLEMS WITH THE CONFERENCE WELFARE BILL SIS ¥~
'
WITH MODIFICATIONS RS DISCUSSED BY NGA

1. Yood Btawpe and Child Nutritier. The proposal would allow
optional block grants for Pood Stamps, and it doss not clearly
oppoas & cap on ¥S spending. It sllows seven demonstrations of
schocl lunch Dlock grants. )

2, 681 Xids. The proposal accepis the two-tier bepeflit
structure for disabled kide, and is unclear whether now rules
about functional assessmant apply lmaediastely ©o courrant
recipients of Ss8i. ’

3. £hild Protection/Child Wslfars. The proposal may acoept the
klock granting ©f child welfare and c¢child protesction funds and ia
unclesr about maintaining the basic protections for abused and
naglected childraen.

4. Maintenmnos of #ffary. The prapéeal includes & 75 percent
MOE, with looss definitions of what counts.

§. Contisgsnay Pund. The proposal improves the contingency fund
by adding $1 million and allowing for draw~down bhased on
intreases in tha Food Svamp population. It still does not,
howsver, sesz to raspond Fully to the potential nesds of atates.

6. Nodiecaid Link. The proposal appears not to guarantee Mpciaid
coverage to all those currently aligible, o

7. Prohidbitions or #ligidility. The propeeal allows statas to
dany cash benefils tc minor mothers. It requiraes states to
inpose & family cap unless the stats explictly opts out.

8. Child Care. The propsal adds $4 billion to mandatory
spanding and adjusts work reguirements to be nore sompatible with
the funds availabla., It does not continue current health and
safety provisions, nor an adsquta seot aside-for i{mproving ¢hild
care quality. ’ '

8. Iuﬁiqxtntt. The proposal appears to axempt the slderly and
disabied from the bans on resceipt of sasistance. It still,
Rowaver, deniss assistance to smany surrent lagal immigrants.

1%, Reciplent Protactions. The proposal explicitly repesals the
entitlenment; it includes nc guarantees of ohiective and squitable
treatment or of prompt veviev of eligibility and provasion of
ageistancs; ip includes no provisions for falr hearings.

IOTH. R (2
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WELFARE REFORM

Governor Carper has been conversing with Governor Engler in an effort to reach a
compronuse that would be endorsed by Governers, the Administration and Congress.

There ts an agreement on the following areas which both sides believe will provide
greater flexibility to Governors, provide assistance to Families and ¢hildren and recognize
the importance of incentives for improved performance and sustained success. :

;. Flexibility in Meeting Work Requirements
» Change the participation rate formula to take into account those who
leave cash assistance for work.
» Change the number of hours of participation required in future years
16 25 hours {20 hours for parents with g child under six). .
+ Count job search and job readiness as 3 work activity for 12 weeks.

This agreement vastly itnproves the Conference Report by reducing the number of
hours required for werk from 35 to 25 and preserves the Senate provision of 20 hours for
parents with 2 child under gx. Job search and job readiness in the conference agreement
were onlyv counted as work activities for one month and are now extended to 3 months.
States can gat credit for their success in moving people to work by being able 1o count
recipients who have left weifare for work in their panticipation rate,

2. Performance Incentives .
» Grant cash bonuses {not & set-gside from the biock grant) for exceeding
employment related performance targets,

» Maintain the teen pregnancy reduction bonuses as stated in the
conference agreement.

We are proposing a 5% bonus of the actusl block that the State gets. Michigan
agrees 1o this amount in principle but wants 10 look at the financial impact. This money
would be given as additional funds rather than a set-aside. The bonus would be
automatically provided hased on the State performance as defined in the Senate bill for job

placement rather than an award (o the highast performing states. This bonusis 10 be N
added to the MOE reduction that 15 called for in the Conference Agreement for the highest i 7
performing states. : . L ix L

The Conference Agreement language on bonuses for reducing illegitimacy ratios
without increasing abortion is acceptable 1o both sides. $tates that reduce their
illegitimacy ratic by 1% in any vear compared lo 1995 get a 5% bonus; 2 2% reduction
gels the state a 10% bonus.



AAQUDOLOHS MO LYASIESHuig

L]

3. Child Care
*  Add 34 billion ‘;

Adds $4 billion to the funds described 1n the
satisfy the shortfall between the Conference Report as CBO 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
s needed Deyond participation rates to assist those who have left welfare for work.

4 Contingency Fund
* Add §i billion to the proposed funding.

» Add a funding trigger of Food Stamp caseload growth of 10% or
greater,

At an average of $400 per grant, the $1 billion in the conference report could
be used-up by 200,000 families nasionwilde in about & year. Adding another billion
dollars and a fair trigger makes this 2 more realistic protection for states, a necessity in the
absence of individual enntiements.

The trigger would make it possible for any state 1o be eligible for monies from the
Contingency Fund once its food stamp caseload reaches a level at least 10% higher than
19935,

The unempioyment trigger included in the Conference Report would remain an
option 1o the Stare.

5. Legal Abens

' « Add the provision that legally admitted immigrars who are elderly or
disabled would not be denied assistance if these is no available spoasor
income,

The Conterence Report provides a § year bar and then deeming until Citizenship
for §ST and Foud Stamps. This agreement protects elderly and disabled legal immigrants
who have no aceess to a spoasor's support,

&, Earned Income Tax Credit (EITC)
+ Limit the savings from revising the EITC t6 $10 hithon.
» Add a state option to advance the EITC.
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This prowvision is in the Reconciliation Bill and not in the Conference Report. The
impact of EITC 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 igsue a8 part of
the budget. With that option, is the risk of losing Republican support for lowerog the
savings.  Through this agreement, the Republicans are willing 1o lower the savings fom
515 billion to $10 billion  This provides for some tightening of this program, which no
ones denjes is necessary, while preserving the bulk of this critical suppert 1o the werking
poor. The state option to advance EITC is an added attraction. This would enhance the
incentives for work without overburdening state funds.

7 8§81 ‘
» Effective date for new applican’is 15 1998,

= Children currently receiving services will have redaterminations based
on current rules,

+ This agreement substantially improves the Conference Report by protecting -
cusrent beneficiaries and postponing the effective date for new applicants until 1998
Current beneficiaries will not only continug to be eligible, they will also receive the full
benefit amount.

*

UNRESOLVED AREAS

I Medicaid Delinking W

Wrule recogrizing that there are internal differences the democrat position has
been to argue for guaranteed medical assistance to all current recipients, The Republicans
are willing 10 argue to guarantee medical assistance to all those eligible for the new cash
assistance program under block grants. This seems like the logical compromuse since it
relieves the ssate from the requirement of maintaining two eligibility sys;ems for medical
assistance.

¢ __Food Stamps/Child Nutriti

States have not raised issues in this area. The position of the Admimstration, from “\,EX o
the conversation with Bruce Reed, is thai the seven state demonstrations for.child m 5 A~
M‘T" “}’
Wgomﬂed_fm,m the Canfsrewgrmmﬁm.&anmmahMm they would fike ‘«“

to not make it too easy for ihe states 1o go with a Block Grant, It is difficult to argue for
a state perspective against the Conference Report since It makes the block grast optional
In more recent conversations, the administration is asking that the Senate language, which
retains the uncapped individual entitlement, be preserved.
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3, Child Protection

The Republicans are looking for fiexibility and are willing 10 concede on the issues
of the black grant if they are able to find a satisfactory alternative. They have put on the
table the APWA recommendation as 3 possible option. This option allows the stae 1o
choose between maintaining the current uncapped gntitlement with all its strings or
choosing a block grant with a capped entitlement. If the state chooses the block grant,
1t must still preserve the individual entitlement. I caseload increases, the State must use
its own funds to meet the caseload 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
percemtage of funds from child protection to family preservation. A way would have to be -
found 10 establish some outer threshold for overall spending in order to make this option 'ﬁ N

aceeptable, @{}/ o m),D QQCM
4, Maintenance of Effort i

The Administration’s position is very strong for preserving 80% MOE. The
Republicans have been steadfast for 75% but are now willing ro move to 80% if
flexibility for child protection is obtained.

A K R e
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SUMMARY OF THE CONFERENCE AGREEMENT FOR HR 4, THE
PERSOMNAL RESPONSIBILITY AND WORK OPPORTUNITY ACT OF 1995

Overview and update

The conference agreement $or HR 4. the Personasl Responsivility and Work Oppartunity Act of
1993, was passed by the House on December 21 (245 yeas « 178 navs), the Senats on December
22 {32 yeas - 47 nays) and sent to the President o Friday. Deccmbef 28, 1993, The President
vetoed the bill on isauary 9. 1996, 1t is clear that the margin of support is not suflicient in eithes
house 1 override a vets,

The gutlook for welfare reform is now uncenain and linked, 10 some degree, 10 the budget
negotiations which may result in a new {and lower) savings requirement for welfare reforn. If
Cangress and the President are successful in reaching an agresment on balancing the budge,
ther it is likely that the welfare reform provisions will be incorparsted into the budget
resonciliation bill. 1f the budge: situation remuins uncesolved, welfare could be nepotinted
separately,

While the President has vetoed the bill, at least some of the strectural and programumatic changes
contained in HR 4 (in panticular, time Jimited welfare, tough work requirements. the block
granting of AFDC and capped funding for child care) will likely be in any bill passed by
Congress. The progrosis for a child pratection block grant, optional schoo! nutrition block grant
ard opticaal food stamp block grants 15 untlesr. Additionally, disagreement stil cemams over
the level of funding for child care and the Jevel of cuts for food stamps, S5I and bepefits to legal
HTIRIRTANLS,

CPRO sattmates. CBO estimates that the HR 4 conference sgreement (using the new Deceinber
baseline} will result in savings of $64 billion over seven vears. This includes almost $4 billion in
Medicaid savings but does not include $2.3 billjon in savings that would be realized by denymng
SS1 henefits 10 drug addicts and slcoholics. This 33! section was deleted from the welfare
conference agreement because it was included in the House-passed bill HR 2684, the Senior
Citizens Right to Work Act,

The sav ings sre iess than those projected using the Mareh baseline {872 billion) betause the new
assamptions take into account that AFDC caseloads have declined significantly below FY 1994
levels below so that projected spending under cwrrems law is less, In fact acvording o {BO
prarected spending under HR 4 for the new cash assistance klock grant and mandatory child care
witl actualty be greqror than under current law programs until FY 2001, The bulk of the savings
in HR 4 comes from changes in the SSI progrem - $29 biilion (reduction in S51 benefits for
children and denial of SS1 benefits 1o fegal mmigrants) and decreases i the feod stamp program
- $26 tillios {including derial to immigrants).

Costs of the work requirement. CBO has recently released estimates of the costs o states {(child
care and work program costs) of ieeting the work participation rates under the HR 4 conference
apreement. These new estimates also use the December baseline. CRO estimates that intaf child
care coss related to mesting the work participation rate over the period FY 1897-2002 1w be
$16.43 billion. Over this same period, the bill provides $9.8 billion in federal funding (34 billion
of which is new money). Because states are requited to maintain FY 1994 child care s;)a"dmg
levels and provide a maich to draw down the new dollars, states are sapeeted 10 spend 570

N
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billion to access the full amount. Thus, combined federal and state spending on child care wonld
be $16.9 billion and would be sufficient to meet the chifd care demands created by the aew work,
requitement. However, this does not take into account child care funds states will need or want
to spend on transitional child care and families atrisk of welfare. Under cyrmrent faw. CRO
catimates that total federal and state spending in these areas for FY 1997-2002 would total
almost 34 billion or $1 billion ann**ailx

CBO estimates the work program costs of meeting the work requiremaent to be $21.95 billion for
FY 1997-2002.  The Temporary Assistance for Needy Families (TANF) biock grant
consoludates JOBS funding in its base, essentially at the ¥Y 1994 level, but doos not provide any
new money for a work program. In FY 19949, combined federal and state spending on JOBS was
1.4 billion. Over the six year period, CBO estimates that the work program would cost an
additional 313,86 bitlion above whar state and federal governments would haw& spent on JOBS
during this perod under currem fow,

HE 4 Conference Report. The conference roport for HR 4 i similar to the wellare roform
provisions that were contained in the vetoed budpet reconciliation bl HR 2491, with the
melusion of items that were stripped from the reconciliation bill because of possible Byrd rule
viigtions,  Thus, edded back wto the bill is the portion of the Child Protection Biock Grant
which is disoretionary (3120 million a year); the reauthorization of the Child Abuse Prevention
end Treatment Act (CAPTA} i the form of a block grany, the exemption of state and local
clecironic benefit programs {EBT) from Regulation E. the expanded waiver authority m the Food
Stamp program; the requirement that block grant funds be eppropriated through the legisiature:
and the state option to exempt families with children under age one from the work requirement.
Additionally, the following changes were made prior to floar considesation largely in an attempr
1o meet some Of the contems of maderate Republicans and shore up their support:

1. New impiementstion date of October 1, 1996 for the Temporary Assistance Jor‘Needy
Families {TANF) block grant, child care block grant and the child protection block grant.
States will camtinue to receive Tunding for AFDC a5 an open-ended entitlement in FY 1895
although states do have thie aprion to convert to the TANF block grant in FY 1996,

2. The addition of 31 billion more in mandatory child care funding. Thus, total new child care

funding wouid be $3 biliiop over the 3ix ve! ¢ FY 1997.2002, ¢rather than 33 biilion over

seven).

A 0% ¢utin the Socia) Services Block Grant funding leve! rather than 2 20% cut heginning

in FY 1997,

4, The addition of $200 million into the contingency fund for & total of 31 hillion over five
years {FY 97- FY 2001}

3. The addition of §1 biflion 1o the child protection block grant spread over siy years (above the
level in the recongiliation bill} :

6. A reduction of $1.5 billion in the cut to child nutrition pragrams,

A child nutrition block grant option on 3 fimited, demonstration basis. One stete in each of

sevan consumer servics regions wili recgive a block grant, »

Lk
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A summary of the brll follows.
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ASSISTANCE TO NEEDY FAMILIES (FANF)

[HTLE D
Purpose, To provide assistance 1o needy famifies with children so they can be cared for tn thess
awn home and provide parents with job preparation, work and suppart services to enabile them to
beconye seif-sufficient. States may also use funds on efforts to prevent out-nfwedleck
pregnancies snd encourage the formation aad maintenance of nvo-parent families.

Grants {o statex,

e Basgig grant. (Lonsaud?{es Funding for AFDC, JOBS and Emwergency Assistance!EA) into 2
$10.353 annual billion block grant to states beyinning in FY 1997 calied the Temporary
Assistance for Needy Familtes (TANF) block grant. A state’s TANF Block grant aliogation
will be based on vither the g eater of the sverage of FY 1992-1994, FY 1993 or FY 1993
federal expenditures in the state on AFDC benefits and administration, emergency assistance
and JOBS. For states choosing FY 1995, the Feceral share of reported expenditures for the
first three quarters will be multiplied by 4/3 for an annualized amount. States using FY 1994
can #dd 1o their base an amount equal t0 83% of the increase in EA expenditures from FY
1994 1o FY 1995 of, during FY 1994, the Secretary approved s state plan amendment for the
use of EA funds {or family preseevation.

»  Supplemental grant fund of $800 sullion for FY 1997.FY 2000 for states with high
papulation growth and/or low grant amounts per poor person. Qualifying states will receive
an annual adjustment based on 2.5% of FY 1994 {ederal expenditures for AFDC, AFDC-
retated child care, emergency assistane¢ and JOBS. A state must qualify in FY 1997 to be
ehigible. To quaiify, a state’s level of welfare spending per poor person must be less than
15% of the national average or have experienced & population increase of 10% berwesn Apnl
1, 1990 to July 1, 1954,

. s  Conringenvy Fund for State Welfare Programs. Establishes a contingency fund for states of
51 bitlion in matching funds ever five vears {FY 1997.2001) for states that experience high
upemplovment. To gualify, a state must have an unemplovment rate of at least 6.3% and
the average rate of unemployment for the guarter must be ai jzast 10% higher than the same
quarter in either of the two preceding vears. States must aJso meet 8 100% maintenance of
effort requiremont i each preceding year. Funds are provided at the FY 1995 FMAP and
can not exeeed 20% of a state’'s annual TANF grant.

’ Preliminary bipartisan agreement would add $1 billion to the contingency fund.

. States could alss sccess the fund by meeting » different trigger based on food
stamnps. Under this trigger, states would be eligihle for the cantingency fund if
their food stamp caseload increased by 10% over FY 19995 caselond levels,

s Sapargte block grant or set-aside for child care funds, (See below )

Cap on administrative expenses.  |5% cap on administrative expenses but the coxt o?‘

mformation teehnology and computerization necded for tracking and mouiipring recipients is not

coumed i the can
Maintenance of gffort. The conference agreement incfudes-a 75% maintenance of effort

requirement through FY 200G based on & state’s FY 1994 spending on AFDC, JOBS, and
AFDC-reiated child care and EA, State expenditures that qualify toward mesting the MOE are
total state expenditures on elgible famifies during the fiscal year under o#f state programs for any
of the following: cash assistance. child tare assistance; educational activities related to job
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training snd work administrative costs: and any other use of funds reasonably calculased to

accomplish the purpases of the TANF. Eligible famiiies includes families that would have been

sligible but for the application of & family cap, the five vear liferime berefit bmit or the
restriction on aid to legal immigrants. A state’s grant would be reduced $1 for cach §1 that &

State’s spending falls below the required matnienance of effort level. Preliminary bipartisan

agreement to maintain 75% MOE reguirement,

Effective date of October 1, 1896 States do have the option of inplementing the biock grant

i FY 1996 States that choose this accelerated effective date option must submit 8 state plan

within three months of the bill’s enastment.

Transferability, States may transfer up 1o 30 % 1o the Social Services Block Grane, the Child

Frotection Block Grant. and the Child Cate and Development Block grant.

Perscoal confracls. No provision.

Work requirements,

¢ States must require a parent of caretzket receiving assistance under the program 1o eagage it
work afler receiving assistaace for 24 months,

» [articipation rates. States must meet the following participation rates for single psrant
families: 1996-15%, (997.20%, 1998-25%, 1999-30%, 2000-35%. 2001-40%, 2002 and
thereafter-50%. (Lowsr than Senate rates bwt nof quite as low as 1he House rates.) The rates
for two-parent famijjes are: 1996-30%, 1987.75%, 1098-75%, 1999 and thereafer-90%

s Elieible work activities for purposes of meeting the participation rate are unsubsidized
employment; subsidizad private and public sector eniployment; work experienge: on -the-job
training; job search and job readiness {only o the fivst four weeks of participation);
sommunity service; vocational educational training (not 10 exceed 12 months for uny
mdividual). ;ob skills training directly related to employiment; education directly relaed to
employment for recipients 20 years or younger who dor't have a hizh schoot diplama or
GED:; and satisfactory atrendance a1 1 secondary school for a reciplent who has not
completed sscondary school and is 3 dependent child, or a head of household under 20 years
of age. Vocationai education is limijted to 20% of s state’s caseload, (Note: states may use
TANF funds for other activities like adult basi¢ education and post-secondary education but
an individual's participation in these activities will not count toward the participation rate.}
Preliminary bipartisan agreement would allow job search and job readiness to
count as a work activity for up 1o 12 weeks rather thap only in the first four
weeks of participation. ’

v Reguired hours. To meet the participation rate for single parent families, the minimuam
average number of hour per week is 20 hours for Y 1988, FY 1997 & FY 1998, 25 hours in
FY 1999, 30 hours in FY 2000 & FY 2001: 35 hours in FY 2007 and shereafter. Education
and job skills raining will not count tfoward meeting the first 20 hours of participation.
Prelimivary bipartisan agreement wonld reduce the maximum number of hours
of participation required in futyre years to 25 hours a week (rather than 30 and
33), Additionally, states may timit required hours of work 10 20 haurs for
families with children under age six and stil] have them count toward
participation rate. {The 20-hour option was permitted in the Senate-passed bill)

»  Two-parent families must panicipate 35 hours a week. Education and training wi'll not count
fur the first 30 hours.

¢ Calculation of monthly particigation rate. Siates may not include individuals who have
worked their way of f welfare or sanctioned individuals in the numerator (s Senate bili
would have allowed for 6 months). However, mdividuale sanctioned for failure to
participate in work (for up to 3 months) witl not be counted in the dencminator.

T LE
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Preliminary bipartisan agreement would permit states to count toward their
participation rate those individuals who leave cash sssistance for work.

*  Young child exemption. States may exempt single custodial parents with children under age
one from the work ’eqummenl These inézv'dua s'will be disregarded in {ié&termzm“g the
particination aie. :

o “Reverse child care gg_&rtzec Staw« may not penalize individuals with children under age
6 for faiiure to participate in work because of lack of child care  Burden of proof to
demonstrate inability to find child care rests with the parent.

¢ State penaity for failure 1o meet work requirement is @ maximurm of 5% with the penalty
based on the severity of fallure. States may enter into s corrective astion plan.

Prg vata reduction in participation rate. The Secretary will establish regulations for granting

states a pro ratg reduction in the participation rate tf a the number of families receiving

assistance under the State program i3 less than the aumber of families that received aid in under 7

Title IV-A i FY 1993, Reductions mqmr*d by changes in federal law or due to changes in

ehgibility ¢riteria o not count, ‘

Emhii}zt;ons,

«  Tegn prohibition. States have the rzp{zon of da:nv;ng 'nci 0 vnmagyied teen mothers and their
shildren.

¢ Family cap. States muss deny cash assistance fo additional childeen born or conceived while C
%

the parent 1s on weifare, States may use funds for vouchers for services and goods for thae
child. States may enact 4 law to op? our of the family cap provision .

s “Learnfare” States pust deny sssistance (o unmarried enage parents under age 1§ who do
not attend school (of approved altemative maining program). States maust also deny
asgistance 1o teen parents 6ot Hving in the home of  parent, legal guardian, or other aduit
reigtive. Under cerfain circumstances, the teen and child may hive n an adelt-supervised
f&ulm -
blogk grmzz funds) to a fainily that znc]zzdes an aduiz who HEL re»cewui any ssgistance under
the TANF grant for 60 months. Child-only cases are exempted. Statcs may grant exemptions
toup 1o 1 5% of the caselpad for either reason of hardship or if the individual has been
battered ur subject to extreme cruelty. Benefits received as a child will not count toward the
five-vear lifetime fimit on henefits received as an adult head of the household.

s States must deny a pareat’s share of the welfare benefit for fatlure to cooperate with the ¢hild
support agency, subject 1o “good sause” exceptions as defined by the state. (States may deny
entire family.

*  Siates may not provide zssistance to a famzly unless the family assigns child support rights
the state.”’

»  States may not disregard foster carc, 831 or Sacial Security old age assistance payments

when determinng the amount of assistance 1o be provided to a family.
hild support disregard. The bill repeals the current requited disregard of the first §50
monthiy in child support coliectwns distributed to the famaly.

Lipk with Medicaid. Eliminates sutomatic eligibibity for Medicaid for individuals receiving

cash assistance and repeals transitionat Medicaid. States will set their own rules and derermine

Medicaid eligibility for recipients of cash assistance with the limitation that federal expenditures

can not be greater than they would have been if AFDC still existed. This issue under

consideration but oot vet resolved in.preliminary bipartisan agreement. Tls issue
also under discussion in the Medicaid talks. One aption would guarantee medical
assistance to all those eligible for a «tite’s new cash assistance program. The second

S
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aption would require states to maintain and determine two sets of medical assistance

eligibility standards {current and past). The third option would sifow states to

maintain and defermine two sets of medical assistance eligibility standards {current
and pust).

Waivers, Section 1115 waivers in effect or approved as of Ogtober {, 1993 will continus unti

their expiration slthough a state wiil receive payment under the TANF block grant in ieu of any

other payment provided for in the waiver. Waivers are exempt from the amendments made by
the bi% i zhc extezﬁ thai suc%’; amcnz.imcnﬁ& sre inconsistent with such 2 Waiver. Staies may
request 90 days after the first sesston of the state legislature bcgmmng after the bill's enactmem«

Performance Incentives

+ No fund for performance bonuses.

»  Maintenance of effort reduced for states with best or most zmg;gwed periormance. Begmmao
in FY 1997, for esch of four performance categories, states will qualify for a reduction in
their MOE if they are among the five highest scores and/or the five most improved in the
category. For each category for which they qualify, the swste shall receive a 2% redaction for
the fiscal year. Total reduction for astate in the MOE may not excesd 8 percentage points.
The categories are reducing caseloads as a result of uasubsidized employment; reducing the
numbsgr of fornerly eligible families that become eligible again within {8 months! increasing
the average earnings of families tat receive assistance; and raducing the percentage of
children that recejve assistance. ‘

Preliminary bipartisan agreetnent would provide cash bonuses of 5% annually to

states that exceed specified employment-related performance target percentages.

These bonuses would not be funded out of the block grant base.

Bonuses for reduging out-of-wedlack births. Bonuses 10 states that reduce gut-of-wedlock binths

without increasing abortions, Any state that reduces its iljegitimacy ratio by oric percentage

poini compsrad to FY 19095 will receive 8 5% incresse in its grant. States reducing their
illegitimacy ratios by 2% receive a [0% increase. Separate funding provided to fund bonuses.

Prelirsioary bipartisun agreement would maintain these bonuses,

Penalties, States are subject to penalties for the following: for yse of funds in viclation of the

bill (repay amount and, if vielation was intentional, an additional 5% of granty; failure to submit

required report within one month of the ¢nd of a fiscal vear (4% of grant); failure 10 satisfy

minimum participation rates (up 1o 5% of grant); failure to participate i IEVS (up 10 2%,

failure to enforce penalties requested by child support agenay(up o 5%); failure to meetthe

MOE {$1 redugtion iv grant for each 51 below required MOEY, and failure to timely repay &

federal loan (reduction of grant by outstanding loan smount plus interest gwed). Additionslly

the grant will be reduced if the state’s child support program is nolf in complisncs sith the
requiremens of [V-D. The Secretary must waive the penalty if the Secretary finds the state had
reasonable cause to not comply. States may also enter into torrective camphance plans with the

Secretary in lieu of paying penaltiss.

Reporting requirements. Beginning July 1, 1996, states most collect monthly and are required
to provide quarterly reports providing exiensive dissggregated case record information on
families receiving assistance. States may use sampling methods; the Secretary may develop
procedures for verifying the quality of the data submitted. States must also submit annuat
reports on the use of funds to cover administrative costs and overhead: tiate expenditures on
programs for needy families; noncustodial parents in work activities; and transitional services,

Direct fanding to counties for demonstrations. No provision.
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Indign tribes Indien tribes with an approved tribs] family assistance plan may direetly receive
and administer block grant funds beginning in FY 1997, (A state’s block grant will be reduced
by this amount.) States have the option of including individuals receiving assistance under a
state tribal assistance plan in the caleulation of thelz work participation rates. Tribes tet have
been JOBS grantees will receive an aonual grant eqoal to their FY 19985 JOBS allocation.

1L, CHILD CARE - Child Care and Developmest Block Gram {Titte VI
Funding, Over the period FY 1997 FY 2002, combines 38.8 billion m mandatory funding (of

which approximately $4 billion s new money)and 36 billion in discretionary spending into the
Child Care and Development Block Grant (CCDBG).  States must sperd at Jeast 70% of the
mandatory funds to provide child care assistence to families whe are receiving welfare,
transitioning off welfare or who are 8t risk of becoming dependent on welfsre. A substantial
portion of the discretionary funding is 10 be used for low-income working families.
Preliminary bipartisen agreement to add an additional $4 billion in mandatory

funding for child care.

e Dizoretionary funding {reprzscn{mg the old CCGBG} 15 authorized at $1 biflion annually and
must be sppropriated annually. Allocation of theye funds 10 states is based op current
CCBBG formula.

¢ Mapndatory funding or entittement funding fevels are $1.3 billion in FY 3‘}9? $1.4 billion in
FY 1998, 1.5 billion in FY 1998, $1.7 billion in FY 2000. $1.9 bitlion in FY 2001 and
$2.05 bittion in FY 2002, This funding is diztributed in two ways,

L. Sies will receive a basic allocation based on the higher of what the state
recaived (n FY 1994 or average of 1992.1994 for the repenled programs
{AEDC/IOBS okild care, Transitional Child Cars and At-risk child care).

[
i

The rematning money { approximatela 84,0 billion aver six vears) will be
distributed based on the current “at-risk” formuls and will require a match based
on the FY 1994 Medicaid match rate. In order i access these “new’ funds,
states must have spent all of their basic allocation and have maintained theur FY
1994 jevel of state spenémg on V-4 child care, Unused funds will be
redistributed.
‘ CCDBG rules. Rules and regulations Q?Zke Child Care Development Block Grant apply to all
fands under the child care section. Al funds must be transferred 10 the lead agency under the
Chiid Care and Development Block Grant.
Limitations, There is & 3% administrative cap on child care funds——administrative costs does
not inchude the cost of providing direct services. There is a 3% quality set-aside for consumer
education, sctivities that increase parental choice, snd activities designed 10 improve the quahty
and z2vailability of child care such as resource and referral,
Licensing. States must certify that they have licensing requirements and describe the
requirement and how they are enforced.
Trangferability. Up to 36% of the TANF block grant may be transierred mto the CCDBG, No
funds may be transferred out of the C(:I}BG

NI CHILD PROTECTION AND WELFARE (Title VI
This issue under consideration but preliminary bipartisan agreement means there
wauld not be a Child Protection Block Graat but discussions continue on increasing

4+4
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flexibibty for states to target adoption, lamily preservation ur other administrative
improvements, . ) et
Entidlement funding. Foster care and adoption assistance majnicnance pavments are retained
on an open-ended entitlement basis, with eligibility linked 1o the AFDC rules in effect before the
bill’s enactment . The federal matching rate will be the FMAP in effect on the day before
gnactment, . .

Child Protéction Block Gramt, Consclidates the remaining 1V-B and [V £ programs - foster
care and adoption assistance administration and training, family preservation and family support, @
independent living and IV-B discretionary child welfare programs into a thock grant. Funding is
provided as an entitloment to states beginning at $2.047 billion in FY 1997 and rising 10 82.76
billion i1 FY 2002, An additional $32§ mitlion in discretionary funds is authorized sansually.
Effective'date is October |, 1996,

Dats reporting and information svstems. Elininates enhanced funding and federal matzk for
meeting the systems requirements for {he Statewide Automated Chiid Welifare Information
System (SACWIS). Repeals the Adoption and Foster Care Anslysis and Reporting System
(AFCAKS) and replaces them with new dats reporting requizements. States can use the block
grant funding for nformation systems.

State allocations. A state’s proportional share of the block grant1s based on either the average
of FY 1992-1984 or FY 1994 fedeoral expendifires in the state on the consolidated programs.
States are not permitted to transfer of funds out of the Chiid Protestion Block Grant.
Mainienance of effort. Diztes are subject o a maintenance of effort requirement of 100% in FY
1997 and FY 1998 and 75% n FY 1999 through FY 2002 based on state spending in FY 1864
under Title JV.E and [V-E. States that fail to meet the MOE will have their grant reduted by the
differencie and a 3% penalty imposed.

Standards. In order to receive funds. a state must certify that it meets certain standards and
protections. {Similar to current Jawe Section 417.) States are required to ¢stablish at least three
citizen review panels, .

Remoyal of barriers to interethnic placement. States arc prohibited from delaying or denying
placement on the basis of race, ethnicity or national origin. A state would {ose 10 percent of its
child protection block grant funds for o violation.

Child and Family Services Block Grant. Creates a sccond, discretionary, block gran:
authorized a1 $236 mitlion from Child Abuse and Treatment Act{CAPTA )} proprams.

[V, CHILD NUTRITION (Title IX} '
Child and Adult Caye Food Program. Restructures the msal reimbursemenns for family day

carg homes in the Child and Aduli Care Food Program {CACFP). Current law reimbursement

rates wovld continue for family day care homes iocated in areas in which at lesst 30% of the

children gre in houscholds that are below 130% of the poverty level or are operied by a provider
whose income is below 130% of the poverty level. Al other homes would receive a lower rate
although a provider could claim a higher rate for childsen from families whose income & below

136% of the paverty Jevel.

Suminer Food Service Program. Reduces the reimbursement rate for breakfast, lunches and

snacks served under the Summer Food Sefvice Progran,

Block prant demonstration. Establishes the School Nutrition Optional Black Graat )
Demanstration Program. One state in each of seven USDA consumer service regions may
receive their school funch and school breakfast funds as 8 block grant. A state’s decision to —
participate s irrevocable untii the termination of the program on September 30, {996, The state
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must comply with a number of requirements snd ensues that the proportion of low incame and
needy students served under the block grant demonstration is not less than the proportion of such
students served under the School Lunch and Schoo! Breakfast programs m the tast year prior 1o
the block grant,

V. FOOD STAMPS [Title X3 _
Optional block grant, States have the option to cheose a food stamp tlock grant if they have o
, statewide EBT propram or an ervor rate of 6 %% or less in their quality comtrof system . States
with igher error rates may be able to participate if they pay the difference between 6% gnd their
srror rate multiplied by their annual state benefit issuance. A state may revoke its dccisien
returs to the federal food stamp program but it will not eligible for the block grant again.
state’s aliocation will be based on the average of FY 1992.1994 or FY 1994 federal spc:zémp_, in
the state for benefits and on the average of FY 19921994 of FY 1994 federal spending in the
state for administration. Imposes a 6% cap on admmistrative costs. Use of the block grant is
Hmited to provision of food assistance through such means as EBT, coupons limited to food
purchases and direct provision of commodities. States must maintain a food stamp quality
cantrol system for the block grant and will be subject to the regular food stamp program QC
system inchuding incentives and payments. Food stamp work requirements aiso apply.
Electronic benefit transfer. Mandates states to implement an slectionic benefit transfer (EBT)
system for the food stamp program by Dotober |, 2002, unless the Secrelary provides o waiver
bécause & state faces - “sual barriers o implementation. Gives statas the option of using a
phota ID on the EBT  d.

Adjustable food stamp cap. Se an adjastable focé stamp cap which the Seceetary may adjust
in May based on changes in caseload in the past 6 months and October based on changes in the
cost of the thrifty food plan. If prograr funding requirements should stil exceed allowed posT

obligations, then benefits wili be reduced. This issue under consideration but unresolved
in bipartisan discussions.

Quality contral. The current guality control system is retained. (House provision to roilback
10 1988 was mge{:teé ¥ )

g pram. State may operate a “simplified food stamp program™ for
househol cis in w}tzch all mcmbm are receiving agsistance under the TANF Block Grant. These
households would be sutomatically eligible for food stamps and food stamp benefits could be
determined by using rules and procedures of either programs or 2 combination of the two.
{Generally follows Senste language.} - A state’s simplified plan may not increase costs 1o the
federal government. If it does, the state must enter into and caery out & corrective action plan or
the Secretary must terminate the glate’s simplified program.

Employment Initiatives Program. Qualifving states may cash out food stamp benefits to
individuals who have worked in ansubsidized employment for at least 90 days, earned at least

$350 a month and is receiving benefits under TANF. Qualifying states are those where at least

50% of the food stamp households alse received AFDC during the summer of 1893

Wark guggjgmentaﬁgg. Permils States 10 operate a work supplementalson or support progiam

where the value of public assistance including food stamps is provided to emplovers to be used

for hiring and paying the recipient. i
New work requirement. Imposes a new work requirement on individuals aged : 8,30 withowt
dependents, These individuals would be ineligible for food stamps after receiving food stamps =
for more than 4 months unless working or panwzpatmg in @ work program for gt least 20 howrs a .

week. {Job search does not qualify)
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Food Stamp Emplovment and Fraining Program. Generally, allows greater state flexibility
and provides tncreased funding of 377 million in FY 1996 rising to 393 million in FY 2002,
Requires the program f0 be carried out through a statewide workforce éevcinpmmz system
unless the component is not available locally through the system.
Waiver Authority. Brogdeas the type of reforms for which stetes may sesk wiiver authorily
including to increase self sufficiency and undentake innovative welfare reform stratepies.
Howgver, Secretary may not approve new cash-out projests, any transfer of funds o another
public sssistance program and any non-time limited projects.
Adjustoment to thrifty food nlan. Sets maximum food stamp benefit at 100% of the cost of the
Thrifty Food Plan effective October 1, 1996, adjusted aanualiy. (Current law is 103%.)
Deductions, income and essets. ?wezes the standard deduction at the FY 1993 levels and Caps {

Pl X

the excess sheiter deduction. Counts madt energy payments as income. Sets the vehicle asset
threshoid at $4,608,

Reduction of public assistance beneﬁ(s Individuals whose besefits 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%.

Disgualification due to child support arrears. Reguires states to disqualify from food stamp
eligibility those individuals wha are in arrears in child support peyments (unless she court hag
allowed the delay or individual hes entered into 3 payment plan). State option to discontinne
food stamp benefits for custodial and non-custodial parents who fail 1o cooperate with the chiid
SUPPOTt agency. ‘

VI SUPPLEMENTAL SECURITY INCOME itle T
SSI for Children:
«  Maintains eatitlement but revised e!zgzhzbz} criteria. Eliminates the comperable severity and
“Individuaiized Functional Assessment” for determimng eligibility for children, Only

children who meet or equal the Medical Listings of Impairments will qualify for $31.
Reguires the Commissioner to eliminase references in the Listing to maladaptive behavior in
the domain of personal/behavioral function,

o Two-tiered pavmen system, Children with the most severe disabilities who are or would
atherwise be institutionalized will receive 160 percent of a cash benefit, (The criteria varies
depending on whether the cild is under age 51X or six and older.) Children with & lower level N Q
of severity but wha meet the medical listimg of {mpairments will receive 75 % of their r
current benefis el

» Effective date for new apphicants is date of enactment. For current bene{mzancs and
redeterminations, the effective date is Janusey 1, 1997,

»  Requires the Commissioner o conduct Continuing Disability Reviews at least once every 3
YEMS.

This issue under consideration but unresslved in bipartisan discussions.

State Supplementation Programs. Repeals the maintenance of requirement applicable (o

aptional statz programs for supplementation of $81 benefits effective the date of enactment.

Vil IMMIGRATION (Title 1V}

Food staw SSI bar. Current and future immigrants are barred from food stamps and $51
until attaining citizenship. Exemptions granted to refugees in their first five years in the U5,

1 S
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velerans, aclive duty service members and their spouses and dependents: and individuals who
have worked Jong encugh to qualify for social security {usually 40 quarters.y  No sxemptions
for tite elderly.

S-vear ban. New entrants are denied all other federally means-tested benefus for five years after
arrival in the US with same exemntions as shove, Programs not included in the bar include
emergency medical services, child nutrition, immunization programs, loster care and adoption
assistance, higher education losns and grants and Chapter 1.

Deeming until citizenship required for federal means-tested programs (same individual and
program exemptions as above} for current immigrants and new immigrants after their first five
years. | )
State pptions. New immigrants would ! 2¢ barred for five vears fromn Medicaid, Title XX ang
the TANF block grant, States have option Yo deny or restrict henefits under these programs for
current immigrants and new irmigrants {after their first five vears). State suthority 1o limit '
sligibility of immigrants for state and local means-rested programs.

Affidavits of support. Sponsors’ affidavits of support are binding and enforceable sgaingt the
sponsor unti] immigrant attaias citizenship,

Preliminacy bipartisap sgreement would add the provision that legal immigranis
who are elderly or disabled would pof be denled assistance if there is no available
sponsor ipcome. Under discussion but unresolved is expiicit exemption for Cubans
and Haitians,

Vil CHILD SUPPORT (title IID
Distribution. Post-welfare arrearages must be paid 1o the family first beginning October |,
1997, Pre-welfare arrearages will also be puid to the family first dut effective date for this
“provision will be October 1, 2000, If pre-welfare arrearages paid to the family exceed state
gavings from the elimination of the $50 disregard and other methods of improving collections in
the bill, the federal government will pay the difference to the sute. .
Incentive adiustrnents. The Secretary will develop 4 new performance-based Incentive sysiem
io be effective October 1, 1597,
Systems automation. Extends the 0% enhianced match for state implementation of data
sysiens requirements that were created by the Family Support Act until Qctober 1, 1997, Siates
must have submitted their advance planning document by May 1, 1993, Increnses the funding
available fir new systems requirements 10 3408 million from the 5260 miltion, originally
included in both bills. Provides as ephanted match of 80% for new requirements.
Denial of federal means-tested benefits. Strikes Senate provision that would have required
denial of means-tested benefits 10 noncusiodial parents more than rwo months benind in child
suppGrt. '
Paternity establishment rate. Increases the paternity establishment rate from 75% to 90%,
States failing to reach it or make adequate progress will have theic TANF grant reduced.
Paternity establiskment ratio is amended to be based on all children bom out-of-wedlock, nat just
those receiving AFDC or child support services.
New mandates. States must establish an automated central registry of IV.D case records and
suppont orders and an automated directory of new hires; operate a centralized unit to coliect and
disburse all chitd support arders (not just IV-D cases), and meet sxpanded requirements around
enforcement and paternity establishment. States are required 1o adopt UIFSA by January 1,

1947,
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Licenges. Reguires states 1o have laws suspending drivers, professional, otcupational and
recreational licenses for overdue child support,

IX. MISCELLANEOUS (Title X1J

Appropriation of funds by siate lesislatyre. Reguires that block grants must be a;&propnated
m accordance with the laws and procedures spplicable to expenditures of the 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 g
number of states.)

Social Services Block Grant. Reduces the mandatory spending leve! uof the Social Services
Block Grant by 10% beginaing in FY 1997 from $2.8 billion 1o $2,52 billion annualiy.
Elcctronic Benefit Transfer (EBT) programs. Exempts state and Jocal government electronic
benefit transfer programs from Regulation E of the Electromic Funds Transfer Act,

EARNED INCOME TAX CREDIT. Preliminary bipartisan agreement to achieve-
$10 billion in savings from the EITC aud t6 add a state option to advance the EITC.

12
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National Governors’ Association
X MEMORANDUM

Carmen Nazaro
Jerry Miller

Msaura Cullen o
[.eAnne Redick

From:  Susan Golonka
Dare:  February 20, 1996

Re:

Clarification of NGA welfare reform poiicy as per our discussion on February 15,

[ have desceibed baiow the agreements and decisions we reached in Several areas of our poiicy. 1
will be working later today to put another paper togather which will gt some more detail o
wur child welfare section of the policy. ‘Please review the discussion below and let me know of
any changes, additions or corrgctions needed, Thanks!

I. Algzation of Child Care Funding.
Total mandatory or entitlednent funding o states for FY J997.FY 2002 is $13.85 billion which

will be distriouted in two ways.

i

b

IL

$9.95 billion will be divided equally among each of the six years for an annusl aflorment of
$1.658 billion. {This amount represents the original base entitlement funding of 55,95
billion plus the additional 34 billion proposed by the Governors.) A staie will receive i
proportional share of this amourt based on the greatest of federal expenditures in the state
for AFDC-related ¢hild care in FY 1935 or FY 1994 or the average of FY 1592-1994. {Nwe:
the Governors have added FY 1995 as an allowable year for determining base allogations to
a stare.) Siates would be allowed 1o camryover unused funds into the next fisca! year. @ in
HR 4. this first tier of funding would not require a stae match.
?ﬂé‘g@"‘i‘ﬁ‘ﬁ?w; iw‘;" 4

The remaining funds, approximately $3.9 billigh will be aliccatad as described in HR 4, sec.-
418 (s¥2). Remaindes: f&zaws must have spgne their initial allotment described above and
have spent state dollars on ehild care equal 1ogbeir FY 1994 state spending for AFDC-related
child care. The funds will be distributed using the At-risk formula and with & maching
requirement (FY 1995 FMAP). According to CRS. 1ol maching funds o states would be
$293.5 million in FY 1997, $364.3 million tn FY 1958, 3491.5 million in FY 1999, $601.5
metdlion in FY 2000, $889 5 million in FY 200] and $1.038 million in FY 20002

Work Requirement,

Hours of participation. For all famiiies. the minimum average number of hours per week that
a recipient must be engaged in a work activity o be counted toward the work panticipatios
rare i3 20 hours in FY 1996, FY 1937 and FY 1998, and 25 hours in FY 1999-FY 2002, For

- D R\



¥
two-parent families, the minimuam average number of hours per week that an adult must be
engaged in a work activity tw be counted toward the work participation rate 15 25 hours,

+« Z20-hour option. States have the oplion of Emiting required hours of work to 20 hours a week
for o} familiss, including two-parent families that have 3 child under age six.

i, Contingency Fund. i

» MOE and match. The 75% maintenance-of-effort requirement for the overall block geant
also applies to the contingency fund. States will draw down the contingency funds at the FY
1955 FMAP,

« Food stamp trigger ~ A State may access the contingency if it experiences & 10% increase in
the number of children receiving food stamps in any month compared o the average monthly
number of children receiving food stamps in the base year. States may select FY 1994 or FY
1595 as their base year i

V. Performance incentives,

The Secretary of Health and Human Services, in comsulration with represeotatives aof the

National Governors’ Association and the American Public Welfare Association, shali deveiop a

formula for allocating annual performance bonuses o states that exceed specified employment-

related performance target percentages. Stawes may receive bonuses in an amount equal 1o up o

5% of a state’s ¢&sh assistance block grant. The Secretary may consider such criteria as the

number of families zhaz@ceme ineligible for assictance as 3 result oRunsubsidized employment,

or the axient to which 3 state exceeds the work participaiion rate requirements. € Sbes ‘.J redeie
o

V. Fair and equitable treatment. i

State plan requiremnent that the state set forth objective eriteria for the delivery of benefits and { ‘z;

determination of eligibitity. The state must also provide for fair and equitable lrcatmcnt/\}"w{ an ¢ J

opportunity for a recipient who has been adversely affected o be heard in a state administrative

or appes} process, :

V1 Chiid welfare. )
Adoption asststance will not be included in the child welfare block grant.  {J will be preparing «
separate paper describing the child welfare provisions in deqail.)
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EXECUTIVE OFFICE OF THE PRESIDENT

20-Feb~1996 O7:05pm

TO: Kenneth 8. Apfel

TO: Bruce N. Reed

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

ce: Baryy White '

CC: Keith J. Fontenot

ce: iester D. Cash

SURJECT: HRY4 Ohild Care Funds

This is just to provide 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 vears {(LBO estimate of outlays).
States would need to spend approximately $§7.0 billion to draw this
full amount down (except potentially as noted bhelow}. The total
Federal /State ¢hlld care amount would be 8316.6 billion., {(This is &
6-vear total because the ohild care provigions would take affecy
beginning in FY97. Over 7 years, the State/Federal child care
level would be $18.6 billion including the FY96 baseline level.)

In genexral, the MOE/matching structure works as follows. States
recelve a bagse child care amount egual to the highey of thelr FVY84
child care level or the average of thelr FY92-94 lewels. {(For all
States in total, this base allotment equals approximately $1
biliion annually.) There is no specific MOE reguirement Iin the
child care section to recelive these base funds, however. The only
reguirgment for States o maintain spending at this point ig the
general 75% MOE provision under the cash bklock grant, which would
count State spending on child care ag part of the overall MOE,
States could presumably receive thelr full child care base
alictment even 1f they didn't maintain their child care spending
but did maintain spending in other areas sufficient to meet the
bill's 75% MOE reguirement. The base child care allotment ($6
billion total hetween 18987 and 2002} could thus potentially have
very low State child care spending level agsoclisted with it. (NGA
would add their urmatched $4 billion to thiz basge $6 billion ,
amount, which could make £or a very big pot of mandatory Federal
child care $88 with relatively lax State spending requirements. )

If States wish to recsive mere than their base .allotment in child
care, the MOE/match reguirments change dramatically under HR4. In
order to draw down the additional approximately $3.8 billion over



six years, the child care section of the bill requires States to
maintain their full FY94 speénding level on child care and then to
match any amounts above thelr bage allotment at the FMAP rate.
This is much tighter than the MOE provision on the base funds.
State spending on child care would have to equal about 8$7.0
biillion ovey six yvears to draw down the full amount.

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

4. 50 =154
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EXECUTIVE CFFICE O F T HE PRESIDENT

21~-Feb-1996 (l:44pm

TO: Bruce M. Reed
TO: Kenneth . Apfel
FROM: Jeffrey A. Farkas
Office of Mgnt gnd Budget, HRD
Cos Barry White
CC: Keith J. Fontenot

SUBJECT: Senate Child Care

Thig is in response to your guestion this morning about child care
in the Senate bill,

The Senate did not create a separate mandatory child care block
grant. (It did, however, reauthorize the existing discretionary
child e¢are block grant.) Mandatory child care funds were ingtead
folded into the cash block grant with {1) a special child care
earmark equal to the FY84 annual level for child care {roughly $1
billion) and {2} an additional $3 billion to be split over the
firet five years of the program [FYS96-001},

wWhile not a separate block grant, the State MOE/match structure in
the Senate bill is somewhat simllar to the system in the
conferéence report. The earmark would have been subject to the
bill's general 80% MOE provision, while the additional 353 billion
would have required States to maintaln 100% of FY94 spending on
child care and then match any amounts above thedr 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 matcoh funds until 2002, States would therefore
have lower spending regquirements under the Senate bill compared to
conference.

The Federal dollar amounts between Senate and Conference also
differ. The base Federal amcounts dre in the same 81 billion
ballpark, but the Senate would provide $6.4 billlon total Federal
over five vears ($1.4 above CBO baseline) and 8% billion total
Federal over seven years (51.2 billion above CBO base), while the
Conference would provide slighlty less over five years, $5.7
billion, (80.7bh above CBO baseline), but more over 7 years, $9.6
billion total Federal (81.8 above CBO haseline). {Start-up is
assumed to be in FY37 under both situations.)

i realize again that this is dense. FPleasge let me Know 1if you
have any nore guestions.,



EXECUTIVE QFFICE OF THE FRESIDENT

21~Feb-1996 03:52pm

TO: Jeffrey A. Farkas
FROM: Bruce N, Reed
Domestic Policy Council
oo Kennaeth $. Apfel
e Barry White
CCr Keith J. Fontenot

ﬁﬁBJECT: RE: Senate Child Care

Thanks -- that’'s very helpful, 8¢ the basic differences b/fw
NGA and Senate aro:

1) MOE for sarmarked pot is 75% in NGA, BO% in Senate

2} Matched pot is $3.9b in NGA, §3b in Senate (both reguire 100%
MOE to gualify)

3) NGA requires state match for 7 yrs instead of 8 in Senate

4} Total federal spending is S813.€&b over ? yra in NGA, §59 billion
over 7 vrs in Senate

In other words, except for the ovarall MOE, the NCGA proposal is
much better than Senate on child care. Right?
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The Natianai Governors’ Association Legislative Draft of the Welfare Bill

AFDC Wark, and Child Care

The draft buplements nearly of all the changes recommended by the NGA, including an additional
unmatched $4 billion in child care, Rexibility in meeting work requiremeats, contingency fund
revisions, State plan provisions on fair and equitable treatment, flexibility on family caps, and
greatcr hardship exemptions.

The drafi modifies the NGA provisions on pecformance bonuses, Instead of providing 5 percent
bonuses to all States who meet certain employment targets (as the NGA proposed), the drafl
maintains the conference provisions that would allow States to reduce their maintenance of effort by
ﬁ’&}k< 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.
Child Protection =~ -

The draft language is confusing as to the treatment of foster care and adoption assistance benefit

payments. s 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 Preservation and Support program, creating an alternative,

+ -larger mandatory block grant. The Federal ovemghi role would be diminished, including authority

to intervene if Federally mandated child pmieczzczzs are nat  being provided by tize States. , ,_, -

#* N g . .

FaadSiamps ’ I S

Despite the Governors having propssed two drama{;c c%zzm ges to thé Food" Stamps section ef the

Conference welfare bill ithe NGA draft does not inclide any &f the Governars” improvements. The =+ <

NGA supported reindving the spending cap on the food stamp progtam and adopting the Senate’s

approach 1o deductions - which would have eliminated the capon the sheltér dedﬁctlon
. . E .

Child Nutrition ' ‘ " y 0 Y e

The current NGA dmft does 11{}1 include any of the changes for which the Governors indicated

support, including eliminating the school funch block grant demaonstration praject to be replaced by a

school lunch administration block grant.

14"

i
BE gt

Supplemental Security Income
On eligibility restrigtions for childhood benefits, the effective date is delayed to Janovary 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 delsted. NGA was stlent on 881 drug addiction and
alcoholismy {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 881 elderly benefits to the
SBocial Security normal retirement age and (2) repeat state supplement maintenance of efforts
requivements. The draft contains these provisions. Savings in NGA language exclude 33 billion
over 7 years from SSI DA&A and revising the effective date for childhood eligibility provisions for

© new awargds to date of enaciment.

Benefits to Immigrants
NGA stated they neither supported nor opposed legislation in this area. The draft contains nio
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 believe that our nation'’s leaders are now faced with an historic oppornnity
and enormous responsibifity 10 resmucnue the federal-state parinership in providing services to
needy fomilies. We, the nation’s Govemners, are committed to achieving meaningful welfare
reform ngw.  The conmtinuation (o]' the current weifare system is unacceptabie.  Conmgress has
made significant efforts roward making changes that will allow swies the flexibiiizy to buitd
upon the lessons stares have leamed thwough o decade of experimentarion in welfare reform.
FThe Presidemt has also voiced Als commitment 1o achieving welfare reform and hay comtinued
to grant weivers o states to focilitorr experimentation We wrge Congress ond the President
fo join with the nations Governers in support of a bz;m:ziséa apreement that will reaflocate
responsibilities among levels of government, maddmize siate flexibility, and restracure welfore as
a mansitional program with a focus on work and self-sufficiency.  We believe, howsver, that

children must be provecied hroughout the resgructuring process.

© Swate experience i owelfare seform has demonstrated that three cclements are particularly
crucial for successful welfare reform:  welfare must be temporary and linked to work; both
parenis muse suppon their children: ond child care must be available to enable low.income
Jamilies with children 10 work.  Addinonafly, we believe thar block grants should be eritlemonts
to siaies ond enable states broad discretion in the design of their own programs based upon

rugually ogreed upon goals.  We abio believe that siates should have access 1o supplementary

matching federal fundy for their cash assusionce programs during periods of economic downturn.

The conference sgreement on HR 4. the Personal Responsibility ond Work Oppormnity Act,
incorporated many of these elemenrs. but we also believe further changes must be made to
create a sound and u-mic&bk welfare seform bill The National Govemors' Associgtion ww‘id
support the HR 4 conference ‘Iugreemem with the changes Hsted below. The absence of
recommendations on the resinction of benefits for aliens should nor be interpreted a5 support

for or opposition (o the alten provaiens of the HR 4 conference agreement:
Core Employmerd Support Services

o Add $4 billion in ﬁmdiafz t the peaeral enmtiilement for child care.  This funding would

Mol require a state mawch ?w}; ;f-;:::,-u {a«yf P L dedet
1 *y

Flepibiliey in Meeting Work Requirvemenis
o Change the parncipotion rate coleularion 10 ke im0 accownt those who leave cash

assisiance for work as long as they remain empioyed,



®

e Reduce the number of hours of participation reguired in future years to 25

o Permit siates the option 1o HEmit the required hours of work 1o 20 howrs a week for

parenis with a child under age sic

« Allpw job search and "ioF readiness 1o count as a work acrivity for up 10 12 weeks.

Contingency Fund for Staie Welfare Programs
s Add §1 billion 1o the confingency fund

o Siates can meet one of pvo FIZgErs 10 gucess the wmr}zgefia}f fund:  the unemplovment
rigger in the conference agreement or @ new igger based on food stomps.  Under the
foad stamp rrigger, states would be eoligible for the convingency fund Iif the number of
children in their food siamp caseload incregsed by 10 percemt over FY H4 or FY 1995
fevels.

» Eliminare the mainieriance of efforr requirement for the convingency Jund.

Performance Incentives

e Provide cash bonuses of 5 percent annually to states that exceed specified

3
&

employment-related performance target percentages.  These bonuses would not be funded

our of the block grant base.

o Maintain the bonus for stares that reduce out-of-wedlock births cormtained in the .

conference agresmeni,
Family Cap
. -ifroy:kte suares with the option 1o reswrivt benefits 1o addidonal children bom or conceived
while the family it on welfare,
‘Cap on Child Care Adminivirnrive Conts

o Raise the odmimistrative cap on child care junds o ¥ percent.

H

Hardship Exermption

e Raise the exemption to the fivevear bfenme limi on benefits 10 20 percent of the
caselond.

Fair and Eguitable Treaiment

o Add @ stre plan requremenl thay the st ser forth objective criteria for the defivery
of benefits and falr and equitable rreatment.
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Child Protection Block Gramt
» Maintain the open-ended entitlemen: for foster care and adoption assistance.

o Provide a siate option to n;ka foster care, adoption assistunce, and independent living
funding as a capped enritlement with annual growth adjustment hased on average
national caseload growth rate.  States may transfer any portion into o Child Protection
Block Grant for activities such as early intervention, child abuse prevention, and family
preservation,  States ouust continue to mainiain effort ac 100 percemt based on siate
spending in the year prior to accepling the capped envitlement. . States must mainiain

protections owd standards under current lgw.  Statey can reverse their decision on g
yerrly basis

o Creare an enniflement Child Proweciion Block Grant of the remaning child welfare,
fomily preservation, and child abuse prevemtion amd reqrment programs.  These
programs are not currently individuol entitiements. States must magintain protections and

standards under current law!

1

Supplemental Security Income (SS§) for Children
o Accept the provisions in the Senate-passed welfare bill,

o Change effecrive date for current and new appiicants 10 January 1, 1998,

Food Stamps
» Accept the provision in the Senate-passed welfare bill that reauthurize the Food Stamp
‘ program: in ity current uncapped entitiement form. LU S .
i ¥ uwﬁ:ﬁ Kem
» Modify the income deductions as outiined in the Senate-passed welfore Bill Wgealets

Schosl Nutrition Block Gramt Demonsiration
o Maintain the curent entitlemery for children.

o Sthoels would cominue 16 receive per meal federal subsidies for all Mnches and

breakfasts under current eligibifity critena.

o Additional subsidies for schools with high proportions of free or reduced-price
] i

participanes will be maintained.

o States would continue to receive the proportion of administrative cosis based on current

daw bt in 4 block grant,



’:Y

« The stare must develop o statebased plon thar includes public inpur and describes how

the stare wil operare the program,
o All other safeguards described in the conference report will be maintained.
Provision for Territories

o The National Governors' Association smrongly encouragey Congress 10 work with (he

Governors of Puerte Rico, Guam, and other teritories towards allocating equitable
Jederal funding for their welfare program. :

Earned Income Tax Credic
o This is only an issue within the comtexn of budget reconciliasion.
o Limit the savings from revising the EITC 1o §i0 billipn.

« Add a state opron o advance the EITC

Any changes in the above recomswndaiions would nullify this endarsement.


http:ftmdi.ng
http:conferen.ce

& o LOR-Ne b plee

y Changes 1o HR. 4
Mational Governors' Association Welfare Reform Proposal
February 1996

Core Employment Support Services
® Add 34 billion in funding to child care. {Tide VHL p. 3}
Flexibility in Meeting Work Requirements

a Change participation calculation to account for those who leave welfare for work. (Title [
p. 42}

2 Reduce hours of work ;equired to 25 (Title 1, p. 47}

= Allow swates 10 Bimit work to 20 hours a week for parents with a child under age six.
{Title L. p. 48)

s Altow job search 1o count as work for up 10 12 weeks. (Title I, p. 47)

-

Contingency Fund for State Welfare Programs

w  Add §) billion to the contingency fund. (Title L p. 30)

*

s Add a new trigger to the contingency fund. states could access the contingency fund if the
number of households in therr food stamp caseload increased by 10 percent over FY 1994
or FY. 1995 levels, (Tule i, p. 311 -

s Lower the maintenance of effont requirement for the contingency fund from 100 pereent to
78 percent. {Tude L pp. 32 81)

Performance Incentives

s Provide cash bonuses of 2 percent annuslly 10 states that exceed specified employment-
refated performance targets. {Title |, p. 28)

Family Cap 7

w Cive states the option 0 employ a}’;zmiijc oA {Tide L p. 533
Cap on Child Care Adminisirative Costs 2

® Raise the administrative cap on child care funds to § percent. (Title VIIL p. 13)
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Changes to H.R. 4 -~ National Govemors® Association Welfare Reform Proposal Page 3

Hardship Exemption

a  Alow stales to exempt 20 percent of the caseload from the S-year ume limit. (Title L p.
£3)

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 weatment. (Titde [ p. 11)

Child Protection Block Grant

» Restores the open-ended entitlements for administration and training for both foster care
and adoption assistance. (Title VII}

s See memorandum for suggestions on optional State child protection block grant.

Supplemental Security [ncome (SSH for Children .

w Accept the provision in the Senate-passed welfare bill (i.e. not prowdlng for a two- ttered
structore). (Tide [ p. 8)

®  Change the effective date for changcsﬂaffeciing current beneficiaries to January 1, 1998,
{Tide HL, p. 1) .

Food Stamps

School Nutrition Block Grant Demonstration
Provision for Territorics

w No change from H.R. 4 (Tule 1. p, £25
Earned Income Tax Credit

# No changes in text of HR. 4,

? pavdelia



Commentst¥fy Drakt Welfure Reform Bil
Pmpttsai by National Governars' Association
Pebruary 22, 1996

‘The first drafl of the governors’ welfare reform bill is enclosed. This drafl was
producadl by House and Senste Republican staff afler vonsultstion with numuerous staff
members of the NGA and of specific governors, We hope this draft reflects the provisions
outlined io the gavernors” document entitled "Welfare Reformn” dated 2/6/96.

1t is our understanding that staff of both Republican and Democrat governors, perhups
in consultation with others, will examine this Jegislative drall and agree antong themselves on
any peecossary changes.

The enclased 2-page document cotitied *Changes 10 HR. 4: National Governors’
Association Welfare Reform Mroposel” sumrmaerizes all the changes made in HK 4 in
responise 10 the governors’ proposel.  This document also provides the Tide and psge number
m which each provision of the govcmors 2/6/96 proposal can be found. Any text deloted
from ILE. 4 is fined out, thereby permiting resders 10 see pmisa!y what bas been dropped.
New text is printed in italics. .

__ ore several parts of the gmmzm proposal that have not yer heen drafled.

%

W are not sending 2 now text of the child nutrition provisions of HR. 4. The
gm:mm praposals on section 914 of Ttk 1X of the bill are somewhat unclear. Again, wy
should atm to rexcive the sceuion 914 issues by early next woek.

Pan of the gavernors’ propasal o child protection 3s also somewhat unclear. The
major proposal is to resiore the opensended entitiements for adminisiration and traisivg under
both the foster care and adoption progrems.  These chanpes have been drafled (xee pages 1Y
and clsewhere in the text of Title VI The block grioms have boen ief intact, although the
money in the entitlcrnent portion of the child prometion block grant was reduced because the
open-ended catiiements were restored,

Subtitle C of the child protection titls will be the optional staie block gramt. This
scotion s not bewn drafted, but here are some specifications for you to consider:

w  eithor allow any state (o adopt the block grunt or spocifly in the bill the name of stutes
that want 1o adopt the block grant (if the latter option is exercised, we could pin the
exact amount of moncy {or each yoor for cach state in the text of the hill);

= set the annual state amount as followx: 1} in gy given year, take the national iutat for
federal gponding fram the Decensber 1995 CRO hascling: 2} muitiply the natigns! sl
from the CBO baseline fur any given yoar by the peroontuge of the nationed torst
across the ontitlement programs received by the state in 1954,

Tt 5305 |
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Comments an Draft Welfare Reform Bili | Page 2

il may be nocexsary 10 set the national total in ©1" above a{%% of the CI} baseline
in arder to have the proposal stared as revenuc teutral;

sistes cannot move back and foﬁh; the block grant stlection would be ﬁ;mancnl;
statex must docide whether they want the block gram by !9@9 or 200

once states select the black prant, we could build in sorme mmual increase in funding,
perhaps I praportion o incrcases in the AFDC caseload or in proportion to milation

Beeause most mambers of the House and Senstc have been in therr own states during

the Congressional recess, we have not had the epportunity 1o discuss the gavernors' proposals
with very many members. Fven so, we helieve members may be somewhal concerned obous
scveral of the govemnors' recommendations. Here is a dist that comes 1o mind, although theee
muy be others. We assume there will be an opporunity to discusy these issucs in the near

future:

Fguapraly

House Members continue to suppon an npt-out, rather than an opt-in, on the family
cap, | '

%

providing $4 billion in additiona] child care fimds without requiring any statc maich;

counting exits for work for 12 moeths in ¢calcalating work participation rates; this
eancers will be especisily strong for the 2-parcrs cascload;

including the 2-parent cascload in any reduced rate caleuwation;

in the work ;;ézticipméem rate caleulation, sounting only parents whu lesve welfure jof
work whije ignoring parents whas leave welfare because of marriuge (this cepevrn
tould be solved by crediting stastes for st reductions in cascioad -~ which wanld

include depanures due w marriage);
—d

ailowing swutes w maimain ag little as 73 percent, not 100 pcreeni of prior spending
and stiff quulify for comingency {unds.
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RESTRUCTURING MEDICAID

PREAMBLE

For most of the last decods, health core expenditures in the United States have far
exceeded overall growth in the US. economy. And while medical inflasion is declining. public
and privarely funded h:saffk am,.zwzs continue to lmil the long rerm economic growth of the
nation. For states, the primary impact of health care costss on siate budgers has been in the
Medicaid program. Annual Medicaid growih over the fast decade has been well in excess of
}¢ percent, and in half of those vears annugl growth approached 20 percent. Dewermining the
causes of such anbridied growih {s difficuir. However, major comtributing factors include:
conpressional expansions in the progrom, court decisions Hmiring the states in their abiliy 1o
comired costs, policy decisions by tiates maximizing federgd financing of previously sigtefunded
health care pograms, and chanpag demographics, .

Reswricring the growth of Mediceid @ no easy rtask. Medicaid is the primary source of
health care for low income pregnant women and children, persoms with disabiliries, and the
elderly. This veor, stares and the federal povernment combined will spend more than 3148 hilfion
in this program providing care &0 more than 28 million pw;;za The challenge for the mation,
and Chenemors as ihe szex‘ard; of this program, i§ to redesipn Medicaid so that health care
costs are more cffecovely comaned gnd those thar muly need health care coverage continue 0
gain gocess o thar care whide prang states the needed flexbility to maximize the use of these

fimited heaith care dollars 10 mov effecavel meer the needs of low income individuals.

THE NEW PROGRAS

Within the ba}anr;d budeer debate. ¢ number of alternatives 1o the exisung Medicaid
program Fave been proposed Tar following outlnes the nation’s Governors proposal that blesds
the best aspects of the current program wih congressional and odministration alternatives
toward achieving o streamliined and srate-fleable health care systems thar guarantees health care

10 our most nredy CHens,
Program Goals. The program o quuled by four primary goals

L The basic heakh core needs of the naiion's most vulnerable populagons must be
gzzzmz:mai 2

2 The growth in heaith care @penditurer must be brought under control

F



3 States muss kave maximum flexibility in the design and implemencation of
cost-gffective systems of care, !
4 States must be protected from uneniicipated program cosis resulting from economic

fluctations in the business cwle, changing demographics, and nawiral disasters.

Eligibility. Coverage remains guaraniesd for:
o Pregnanmt women to 133 perceni of povesty.
o Children o age 0 to 133 percemt of poverty.
o Children oge & through 12 1o 100 percent of poveryy.
o The ziderty who meet S81 income and rescurce siandards.

o Persons with disghiliies az defined by the state in thelr state plan States will have 4
funds set-uside requirement equal to 90 percent of the percemtage of total medical
assistance funds paid in FY 1995 for persons with disabifiries.

o Medicare cost sharing for Qualified Medicare Beneficiaries,

H

~ ndividuals o families whe meer currens AFDC income and resource standards
(states wirth intome standards kigher than the national averages may lower thase
standavds io the national average): or

~ Stantes con run a single ehgibiliey svstem for individunls who ore eligible for a new

welfare program as defined by the state.

Consisient with the stotute, adeguacy of the state plan will be determined by the Secretary

of HHS. The Secretary thould have @ tyme tentain 1o act

Coverape remains oprional for:

o All other optional groups n the curremt Medicaid program.

o Other individuals or farniies g5 defined by the siate but below 275 percemt of poversy.

Benefins

o The following benefits remawn gueranieed for the guargnieed populotions only,
= Inpatient and ouipatiens hospual services, physician services, prenaial core, nursing
faci?fry services, home healith core, family planning services and supplies, Iaboratory
and x-ray services, pedamic and fornily nurse praciitionsr services, nurse midwife

services, and Early and Periodic Screening, Diagnosis and Treaiment Sewvices, (The



“T" in EPSDT is redefined so that a sidte need not covey aff Medicaid oprionai

services for children)

7

e At a minimurn, ofl other benefits defined as optional under the curreni Medicaid

progrom would remain optiongl und isz;ng term care oprions significantly broadened,

o States have complete flexibility in defining amount, dwration, and seope of services,

Private Right of Action

s The following are the only rights of action for individuals or classes for eligibiley. Al
of these features will be designed o prevent siates from hav:}:g to defend against oM
individual’s suit on bengfins in federal court,

— Before waking action in the stare courts, the individuel musi follow ¢ nate
administrative appeals provess.

— Stares must offer individuals or classes a private right of action m the SIGIE CORITS
as @ condition of phrrimpanhn i the program,

~ Follpwing action in the smfe courts, an individual or class cowid petition the U.S.

Supreme Cournt,
-~ Independent of any ‘siate judicial remedy, the Secreryry of HHS could bring action
in the federal courts on behalf of individuals or claszes but not for providers or

health pians.
o There should be no privawe night of action for providers or heaith plans.
Service Dabivery

e Statey must be able o use all agvailable health care delivery systems for these

popuiations wrhout any specig? permussion from the federal government,

o Stares must ner have federally impozed Hmits on the number of beneficiaries who may

be enrolied in any nereark
Provider Stundurds and Reimbursements

w Stares must have compicie guthority to set @il health plon and provider reimbursement
rawes withour interference from the jederal govermment or threar of legal aciion of the

provider or plan.
« The Boren amendment and other Boren-like stansory provisions must be repeafed

» One hundred percent reasonable cosr reimbursement” must be phased owr over & wo

yeur period for federally qualified health centers and rural health clinics,
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o States must be able to set their own health plon and provider qualificarions standards
and be unburdened from any federst minimum gquolificanon standards such as thost

currently set for obswegricians and prduaisions.

o For the purpose of the Jualified Medicare Beneficiaries program, the states may pav

the Medicaid rate in lisu of the Medicare rate,
Nursing Home Reforms
" & States will abide by the. OBRA 87 standards for nursing homes.

o States will have the fledbility w0 determine enforcement sgtegies for nursing home
standards and will include them in thetr staie pian.
Pian Administration
a Stares musi be unburdened from the heavy hand of oversight by the Heolth Care
Finanging Administration. '
» The pfan and pian amendmens process must be streamibined 10 remove HCOFA
micromanagement of state prograns. '

o Oversiphy of siate acriviies by the Secretary rust be streamlined o assure that federal
intervention occurs only when 6 siate fails 1o comply substantially with federal staniies

or {x vwr plan.
o HOFA can only imposc disatlowgnces that are commensurate with the size of the
violanon.
o This program should be writen under o new iitle of the Social Secunity Act
Provider Taxes and Donations
o Curreni provider tax and donation restrictions in federal siatutes would be repealied.

o Current ard prading siate duputer waith HHS over provider taxes would be discontinued.

Financing. kach nare will have ¢ maxumum federal aflocation that provides the state with the
financial capacity to cover Medicaid enrolices. The atlocation is available an{y' if the state mus
up o maiching percentage (methodology (o be defined). The allocarion is the sum of fowr
factors: base allocation, growth, special granmts (special granis have no state matching

requiremeni} and on insuranee umbrella, described as follows:



Base. In dezmmmg base expenditures, a state may choose from the following—i993
expendimres, 1904 zzpmzii}wm, or 1995 expenditures. Some states may reguire special

provisions o correct for tz.momakes in their base year expenditres.

" Growth. This is a formuln that accounts for estimated changes i the xtave's caseioad

fhoth overall growth and case mix) and on inflation facior. The details of this

formula are 1w be determiined. This formula is calculated each year for the following

< year based an the best availabie data

Special Grams. Special gravu funds wili be made available for cerain states 1o cover
illegal aliens and for certain siates w assist Indian Health Service and related facilities
in the proviston of health care 10 Native Amevicans. States will have no matching
requirement to gain access 1o these federal funds.

The Insurance Umbrelia. This inswrance wmbrella is designed 10 ensure that siates

will get access 1o adéz;waai funds for cerain popuiations if, because of unanticipated

consequences, the growrh factor fails o accurately estimate the growth in the
!

population, Funds are guaraniced on ¢ per-beneficiary basis for those described below

who were nor included in the estimates of the base and the growth. These finds are

an entitlemens o siates and not subject fo anmual appropriations.

H

Access to the insurance umbrella iy available 1o cover the cost

of care for both guaranieed and opnonal bengfis. The wnbrella covers gl guaronseed
populations and the optional portion of two groups—persons with disabiiries and the ¢l-
derdy, :

dccess 1o the Insurance Umbrella. The insurance umbrelia is available 1o a state only

afier the following condions are met

i Surtes must have uxtad up other avadable buse ond growth Fwsds that had not
been used because rfae estimated population in the growth and base was preater
than the wcoel population served

2. Appropriaie provisions will be emablished 10 ensure that sares do not have
access 1o the umbrella funds uniess there iy a demonstrable need

Matching Percemtage. Witk the exception of the speciad grants, siates must share in

the cost of ihe ymgrami A state’s maiching contriburion in the program wili not

exceed 40 percent,

Risproporrionate Share Hospiral Program. Current disproportvnate share hospital

spending will be included in the buse. DSH funds rmust he spent on health care for

A3
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dow income peopie A staie will not receive growth on DSH if these funds constimte
more than 12 percent of total program expendifures.

Provision fJor Terriiories. The Netional Governors’ Association strongly encourages Congress 1w
work with the Governors ¢of Puerto Rive, Guem, awd other wrritories towards allocaring

equitable federal funding for thelr medical assiStance programs,



Umbrella

Uncapped Lﬂiiliﬁlncni Aot subject 1o ap;‘)rfspri.xiimi% Provides
funds for gzwmntw: populations and optional clderly and

disabled papuidu(ma for cost of both mandatory and
optional services! Fund is accessed when actual
cascload growth gxceeds estimated growil,

Growth

Girowtly based on extimared changes i staie caseload
e toverallgrowth amd case i nd wm anspedifed
Snabion Factor Formuds updated ansaaily,

Base
1993, 1994 or 1995 "

DS included and voown in base it fess than 12% of progran, -
DISH mchided bt not growis in base i more than 129 ol progenm,

Federal
Funds

-

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
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NGA Resolution on Welfare Reform
February 6, 1996

As the President said in his speech to the NGA this morning, real 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 vetoed fell short
of real welfare reform, and must be improved.

The Administration is pleased with the NGA's recommendations in several areas of
promoting work and protecting children « substantial increase in child care funds, a betier
cantingency fund, a substantial performance bonus, equal treatment for recipients, reductions in
the overall level of savings, provisions on $SI children's disability programs, increasing the
hardship exemption, improving the work requirenents, and making the family cap a state option.
The Administration continues to have serious concerns about other important issues -- inclading
child welfare, Food Stamps, school lunch, maintenance-of-effort, and benefits for lepal
immigranis.

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

Child Care -- The NGA resolution calls for adding $4 billion for child care to the
conference report, which is §5 bilfion more than the Senate bill, Senator Dole acknowledged the
need for more child care money in his speech to the NGA this moming, The Administration
belicves, however, that states should match this additional child care fimding, and maintain
gurrent quality standards. !

Contingency Fund - The NGA called for doubling the contingency find to $2 billion,
and providing an additional trigger based on Foed Stamps population. The Administration has
made additional suggestions to strengthen the countercyelical mechanism of this provision.

Performance Bonus - The NGA endorsed additional funding for a 5% pecformance
bonus to reward states that meet the work requirements -- a key provision that the President has
long championed and that was 4 centerpiece of the Daschle-Breaux-Mikulski bill. Thisisa
significant improvement over both the conference report and the Senate bill.

Equal Treatment -- The NGA resolution includes an important reguirement that was not
in ¢ither the conference report or the Senate bill, to ensure that states set forth objective criteria
for the delivery of benefits and fair and equitable treatment.

SSI Disabled Children - The NGA resolution adopts the 881 children provisions of the
Senate bill, but moves back the effective date a year, to 1998,
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The NGA resolution recommends other important changes that are similar t¢ the Senate
bilk:

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 20% hardship exemption in
the Senate bill for recipients who reach the five-year limit, The conference report had reduced
this provision te 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 inchuded.

Overall Savings -~ The NGA resolution cuts more deeply into Food Stamps than the
Administration's balanced budget plan - at levels deeper than the Senate bill. Because the NGA
“resolution calls for additional spending on child care, the contingency fund, and the performance
bonus, its overall 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 resclution:

Child Welfare - The Administration has strongly opposed block granting child welfare.
The Senate bill maintained current law in this area. The NGA resolution would allow 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 the arbitrary cutoff of able-bodied childless adults.

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

Maintenance-of-Effort -~ The NGA resolution is silent on the issue of maintenance-of-
gffort. 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.

Immigrants - The NGA resolution is silent on the question of benefits for legal
immigrants. The Administration's balanced budget plan requires deeming until citizenship. The
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Administration strongly opposcs the level of immigrant ¢uls 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 this link between welfare and medicaid, but the Conference report broke it
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Dear Senator:

As the Senate and House work oward a conference agreement on welfare reform Jegisiation,
H.R. 4. the nation’s Governors 'would like 1o provide you with some recommendations bused on
cur expetiences to daiz in redesigning state welfare systems, Governors belicve that
development of suscessful welfareto~work and child care systems will require flexibility mn
designing programs, sdequate funding for child care, and access to additional funding during
times of sconowmic downturn.

Child Care, The Governors sre concemed that the work requirements in the bil could

represent a significant unfunded mandate on the states if adequate child care funding does not

continue to be provided at the federai level. Additionally, ws befieve that the funding should be
provided as an entitiement 1o states and that states. should hgve maximum flexidility in
administering child care programs. To this end, the Covernors wgw Housz and Senate confarees

10 accept the following recammendations.

& Adopt the Senate provision that provides ar additional $3 billion {over five years) for child.
care services necessary to meet work requirements.

+ Suppon providing all child care funding a3 an entitlement to states.

Reject the Senate provision thar yequircs all child care funds to be spent according o
CCDBG rules, We oppose preseriptive eamnarke that limit stats flexibifity in administering
programs. Quality scl-asides and mandated resourca snd refsrmal programs detract from
states’ sbility to provide needed child care seevices.

»  Adopt the Senate provisions that give states opticns for limiting child care needs because of
the work requiraments. These state options include exempting familics with children below
age one from the work requirsments and fimiting the required hau:s of work to twenty hours
per week for families with children below age six.

e If the Senate provision that probibits states from sanctioning families who fafl to work
because no child care is available is adopted, then wa belisve that states should not be
sanctioned for failing to meet stme work participation rates because of lack of child care
funding. : .

Economic Contdngency Fund, The Senate bill includes 2 51 billien contingency fund tha:
provides additional matching grants to states during periods of high and rising uncmploymene
when states may not have the fiseal capacity to meat thes growing need for assistance. The House
bill does noi include any such contingensy grants snd the House loan fund is not sufficient to
Belp meet states’ needs during sconommie recessions. The Governors strongly urgc you 1o zccept
the Senate provision for a contngency fund.
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*4*4&* October 10, 1995

. Dear Cezsfe&e:

As the Senate and Mouse work towend a conference agreement on welfare reform legislation,
H.R. 4, the nation’s Govarnors would liks to provide you with some recornmendations based on
our experiences o date in redesigning state welfare systems.  Govemnors believe that
development of successful weifarsto-work and child care systems will require flexibility in
designing programs, adequate funding for chiid care, and access 1o additions! funding during
times of economic downhirm.

Child Care. The Governors are concerned that the work requirements in the bill coyld

represent 3 significant unfunded rmandate on the states if adeguate child care funding doss not

sontinue to be providad at the federal lovel. Additionally, we belisve that the funding should be
provided as an entitlerment 1o states and that states should have maximum flexibility in
administering child care progranis. To this end, the Governors Urge House and Senaie conferees

10 aceept the following recommendations.

#  Adopt the Senate provision that provides an additional 33 billion (aver five ygars} for chﬂd
care SCIVices necessary 1o meet work requimments.

s Support providing alj child care funding a3 an entitlament 1o states.

¢ Reject the Sevate pravision that requires all child care funds to be spent according (o
CCDBG rules, We oppese prescriptive carmarks that limit state flexibility in administering
programs. Quality set.asides and mandated resource and referral programs detract from
states™ sbility to provide needed child care services.

+  Adopt the Senate provisions that give states options for limiting child care zzeecis because of
the work requirements. These state options include exempting families with children below
age one from the work requirements and limiting the required hmxzs of work © twenty hours
per week for families with children below age six,

+ If the Senate provision that prohibits states from sanctioning families who fail o work
becguse no child care is avalizble ig adopted, then we believe that states should not be
sanctioned for faiiing to mee: stais work participation rates because of lack of child care
funding.

Economic Contiagency Fund. The Senate bill includes a 81 billien contingency fund that
provides additional matching grants to states during periods of high and rizing unemployment

when states sy not have the fiscal capacity to mest the growing need for assistance. The House
bill does not include any such comingency grants and the House loan fund is not sufficiemt w
help mest states’ needs duning economic recessions. The Governors strongly urge you to acespt
the Senata provision for 3 contingency fund.
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ate Klexi pogram Design, in the past, federai restrictions om eligibility snd conditions on

assiszam have scmd o :am&m foderal costs given the apea-ended entitlement natyre of federal cash

assistance funding. The Governors belicve that such federal “strings” have no-place, however, in 2 block -

gramt system where federal cosis are fixed, regardiess of the oligibility and bencfit choices made by each

state, In addition, the Governors belisve that specific program design cholces, such as how to structure work

Programs, are mos! appropriately left gt the state level. 'We belleve maximum flexibility should be given to

states so that we can cespond to different and changing needs. Accordingly, we have the following

recommendations for the conferees.

s Oppose the Senats provision thas requires all block grant funds 1o be reapproprimed by state legislatures.
This presmpts state law or court rulings in at teast six states. Congress. should not use wcifarc reform ©

- [RWTILE suate Jaws,

¢« Support Senate provisions that give gistes :he opmion of denying aid 10 teen parents or to additional
children born to welfare recipients and oppose the House mandates in thess areas.

s Support Senats provisions allowing states to exempt up to 20 percent of the caseload frem time fimiis
due to hardship. '

o Clarify that time limits and work mqmrem:nts apply only to recipients of cash aid. and not to those
receiving only child care assistance.

»  Suppon Senate provisions giving staies grealer jatitude in the design of welfare-to-work programs.

These includs state options to count a limited amount of vocational educational training and to exenpt

farsalies with children below age one, '

Susport House provisions on the required participation rates for work programs,

Support Senare language on welfare waiver programs. »

Support the House provision for transferability between the cash assistance a.rsd hald care block grants.

Oppose the 15% pereent cap on administrative acuvities.

Cppose Senate mandsates for community servics requirements and for persmai responsibility contracts

The Cioverors support both of thess 25 state options and beliave states ;&mié have the flgxibility ©

design the spcszfzc compenents.

Accountability, The Govemnaors belisve that states should be heid-accountable for the use of federal block
grant funds and for paying back any misspent funds, However, we believe the penalties must be fair and not
punitive as CGovernors face the challenge of implementing major changes wishin 2 short txmcframc
Accordingly, we urge the conferess © take the following action,

s The Governors support the concept of rewarding states with high performance but not at the expense of
sach state’s basic aliocation. Therefore, we urge you % oppose the Senate financing mechaniem that
funds the bonuses out of the cash assistance block grant, thereby reducing every state’s block grant jus:
at the time that state costs related 1o work requirements and caseload growth will be rising.

»  Adopt the House language with respect to the level of penaities and the House provision which limits
the penalty for unlawful use of funds 1o the repayment of misspent funds.

s QOppose Senate penalty provisions 25 punitive and based on subjective detcrminations of when
disallowed expenditures constitute intentional misuse of funds. Also oppose Senate language requiring
states to replace reductions in their grant due to penalties by spending additional state funds in an
amount equsl 10 the peaaity.

»  Adopt the Senate language setting the effective date of the penalties at gix months afier the secretary
issues final rules or Octeber 1. 1996, whichever is latwer.

. Adopt the Senate language permitting states 1o enter into a correctwe action or compliance plan to
correct violations in Heu of paying penalties.
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¢ Oppose the burdensome daws collection and reporting requirements in the Senate bill,  These
requirements are unreasonable and would impose substantial costs.

bowigrants. The Governors believe that the slimination of federal berefits to logal noncitizens does nat in

itself change any state's legal responsibilities to make state services available to ail legal immigrant,

Policy adopted by the Governors clearly states that because the federal government has exclosive

jurisdiction over our nation’s immigration policy, sil costs resulting from immigration policy should be

paid by the faderal government. Although we can suppont deeming requirements for some programs and

changes to make affidavits of support enforceable, we oppose federal restrictions on aid that shif? costs

to states, 'We have the following recommendations for conferses in this area,

s  Oppose the House han on benefits to lepal noncitizens from Aid o Families with I&pandem Children
(AFDD), food stamps, Medicaid, and Title XX. v

e Suppor the Sehate deeming requirements with the modification to restrict deeming to food s:amps and
cash assistance, to end desming at citizenship and to include House and Semate exemptions for
individuals. ‘

e Support Senats Supplemental Security Income {550 provisions regarding noncitizens, including both -
House and Senzte exemptions for individuals,

»  For five-year progpsciive bar in Senate, include both Houss and Senate exemptions for individuals,

s Support Scnate language giving stales the sption to deem state and local programs.

ort. The Governors believe that a more effective child support system is & critical component of
welfare reform, and both the House and Senatz bills make many changes that will strengthen the systam snd
improve imerstate collections. The Govarners support 2 continued federalestate pactnership and urge the
confaress to adopt the following recommendations.

* Adopt the Senate language for the distribution of child support arrsarages. This gives states the op:?a?x
of distributing to the family first the arrearages that accrued befure or while the family rzceived welfare,
The Congressional Budget Offics (CBO) cstimates that under the House bill, which mandates
distridution to the family first, the federsl government would lnse $1 billion and state povernments
would lose $766 million in the firse three years this provision is i effect, ‘

» Add new provision permiting states 10 supplement temporary sssistance with current month child
support payments up o the state’s ssandard of nead. This would enable siates to continue “fill-the-gap”
policies with chiid suppors payments.

s Adopt the Senate language for 2 two-year extension of the deadline and erhanced faderal masch for the
creation of child support systems required by the Pamily Support Act of 1989, States are having
difficulty in meeting this deadline pantially because the Department of Health and Human Services
failed to igsue final regulations and grant approvals in 3 timely manner,

s  Adaopt the Senate language for the creation of a new performance-based incentive systern with incentives
paid from callections that would otherwise be reimbursed to the federal government. We vrge you,
however, 1o strike the 90 percent cap that would be imposed on reimbursements. The House bill would '
pay incentives by increasing the federal match, reducing states’ bility to use incentive dollars for
program innovations. _

» Oppose Senate and House mandates for states to ban aid 1o those in arrears on child support. Support
Senate option for states to deny food stamnps to those in arrears.

Food Stamps. CGovemors have long supperted grester conformity between the food stamp program and
AFDC and appreciate provisions in both bills that wiil facilitate program simplification and give states
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greater flexibility in acimzmswnng the fosd stamp pwgrm We advise conferees to take the following
action.

»

Adopt the Ssnate provision that expands waiver authority for states. The provision permits states to
request waivers 1 test innovative reforms, promaote work, or allow grester conformity with other fedearal,
state, and local public assistance programs. The House biil does notinclude a provision on waivers.
Reject the House provisions on food stamp quality control. The House bill repeals the 1993 quality
control reforms resulting in 4 roll-back to the provisions that were in effect in 1988, The 1993 food
stamp quality controt (QC) reforms received wide bipartisan support by the nations’ Governors because
they helped 1o make the systam fairer and more equitable, The Senate does not rmake any changes to the
food stamp quality control system. We urge you to strike the provisions in the House bill regarding food
stamnp qualiy control.

Accept the Senate language that reauthorizes the food stamp program in its prcsczz: uncapped form.
Under current “payge” provisions, it would be very diffieult to provide additional funding beyond a cap
if unforesesn circumsiances such as a recession ar natral disaster resulted in increased demand,
Support Senate provisions (with minor modifications) on the simplified food stamp program, food stamp
work requirerents, and on funding and design of foad stamp employment and training programs.

Supplements! Security Income. The (}ovcmars have the following recommiendations for conferess on the
§81 disability program.

Support Sanate provisions regarding children’s eligibility for 581

Support the Senaie provigsion allowing states to repeal their SSI state szzppicmems

Support the House funding level for substance abuse treaiment (3400 million over five years) but
funding should flow through the Substance Abuse Block Gramt rather than through the Capacity
Expansion Program,

Support the Senate effective dates for all $81 changes.

Electronic Bepefits Transfer. Delivery of bensfits through Electronic Bensfit Transfer (ERT) systems
reduces costs and cuts down on fravd. The federal government should encourage and support the delivery of
secvices tirough EBT. To this end, we recommend that conferees take the following action.

”

Adops the House provision that exempts all stare and [ocal government EBT programs from Regpadation

. E. The Senate Regulation E examprion is limited 10 food starmp EBT programs,

Adopt the Senate 92’0\!15!005 that give stams thc option of receiving increased federal su;)pm to develap
food stamp EBT systems.

We thank you for considering our views,

Smr.emiy,

VEnor T{:zguy G. Thr;:inp{ Governor Bob Miller



