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PREVENT TEEN PREGNANCY
AND PROMOTE PARENTAL RESPONSIBILITY

A, NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE
—l

* ry

inghouse on Teen P

Qurrent Law

There are numerous Federal programs that address the issue of teen pregnancy prevention, including
repear pregrancies. Some focus specifically on teen pregnancy, but given that the multiple problems
adofescents face are ofien buerrelared, the specific problems that other programs emphasize (e.g.,
substance abuse, school drop-out) are also related to adolescent pregnancy prevention. Current .
Jederal efforts include HHS s faraily planning gravss, maternal and child health programs, adolescent
health programs, runaway and homeless youth programs, and alcohol and substance abuse preveniion
programs. Department of Education efforts include drug-free schools and communities programs, and
posisecondary education cutreach and student support services programs, and the Depariment of
Labor efforts inchude New Chance, Youth Fair Chance, JTPA programs, and the Young Unwed
Fathers Project. Therz are also programs in the Departments of Housing and Urban Development,
Agricuiture, Justice, Interior and Defense.
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The rise in births to unmarried icens over the past generaiion has raised the issue of teen pregnancy
to national significance. The number of births 1o unwed teen mothers increased from 92,000 in 1860
to 368,000 in 1991, C(ases headed by unwed mothers (teen and older) accounted for about four-fifths
of the growth of 1.1 miliion in the weifare rofls over the past ten years, from 3 86 million families in
1983 to 4.97 families in 1993

Adolescents whe bring children into the world face a very difficuit time getting themzelves put of
poverty, while young people who graduate from high school and defer childbearing until they are
mature, married und abie to support their offspring are far more likely to get chead. Both parents
bear responsibility for providing emotional and material support. The overwhelming majority of
teenagers who bring children into the world are not yer equipped to handle this fimdamental
obligation. They are often nor equipped to handie peer pressures and the risk of other acrivities
leading to negative consequences, sich as substance abuse, delinquency and violence.

There will be a national campaign 1o address the problent of unmarried teenagers who become
pregnant and paresss. This campaign will aiso take into account the myriad of risky behaviors that
can be related to teenage pregnancy. It will also strive to develop, enhance and promote youth
competence, and connection to families, communities, and society. .
Camprigp

The non-legistative aspects of this campaiga are a nationd; that puils together business,
narional and community voluntary organizasions, refigious instifutions, schools, and the media behind
a shared and urgent challenge directed by the President; the announcement of national gogis to define
the mission and to gulde the work of the national campaign,; and the establishment of o privaly
Sfunded non-profit, non-partisan entity commiitted to the goals and mission of the national campaign,
These are the essential building-blocks of a comprehensive campaign for youth balancing opportunity
and responsibility across the full range of Adntinistration youth initiatives, including Goals 2000,
School-to-Work, National Service, the health clinics proposed under the Hegith Securlty Act, the after-
schoof and jobs programs included in the prevention package in the Crime Bill, as well as the
prevention strategics proposed below as part of welfare reform.,
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A Teen Fregnancy Premmionmmgmm is proposed where abowt 1,000 schools
and community-based programs vwould be provided flexible grants, averaging 3100,000 each, where
they can implement teen pregrancy prevention program models with records of promising results.
Funding would be targeted to schools with the highest concentration of vouth at-risk and would be
available 1o serve both middle and high school age youth. The goal would be ro work with youth oz
early as age 11 and establishipy continuous contact and invalvement through graduation from high
school, To ensure guality and esiablish a visible and effective presence, these programs will be
supervised by professional staff and, where feasible, be supported by a team of nationa! service
participants provided by the Corporation for National and Cormmunity Service.

"

;
(&} A separate authority under ,the’!"l'itle XX of the Social Security Act would be established for
grants to promote the development, operation, expansion, and improvement of school-based

adolescent pregnancy prevention programs in areas where there are high poverty rates or high
rates of adolescent births,

{\)] The grantees shall be entitled to payment of at least $30,000 and not more than $400,000 each
fiscal year for five years. The grant amount will be based on an assessment of the scope of
the proposed program gnd the' number of childeen 0 be served by the program. The grant
must be expended in that fiscal year it is awarded or the succeeding fiscal year. A 20 percent
non-Federal, ¢ash or in-kind match, is required,

() The grants will be jointly awarded by HHS, Education, and the Corporation on National and
Community Service, in consultation with other Federal depariments and agencies. The .
administration of the program could be delegated to another interagency Federal entity, such Cﬁf“*“"‘“ﬁ
as the proposed Cunce of Prevention Council. A g:i ;‘:

{d) Eligible grantees are a partnership that mcludes g local education agency, acting on behalf of
one or more schools, and one or more community-based organizations, institutions of higher
sducation, or public or private for-profit or nonprofit agencies or organizations. Existing
sucsessful programy~-inciuding those now operated by national voluntary organizations—would
he encouraged to apply for funds to expand and upgrade their services. Grantees would have
10 be located in a schoo!l attendance ares where either {1} at least 75 percent of the children
are from low-Income famities as defined under part A of tie | of the Elementary and
Secondary Education Act of 1963, (2) a high number of children receivhg AFDC, or (3)
there &s a high adolescent birth rate.  Geographic distribution, including urban and rural > SeT
distribugion, would be taken zfzi{} aceount in selection of gramees, Narriot
{e) Grantecs would, based on local neads, design and implement promising programs 10 prevent el
teen pregnancy through a variety of approaches, Urantees would be given 3 great deal of
Hexibility in designing thelr program. However, corg components at each site must include:

- Currteulum and counseling designed to reach young people that address the economic,
emotional and medical consequences of premature sexual behavior and teen
pregnancy, Existing models of begt pracuces suggest that these educational activities
should focus on developing the psychology and character required for responsible
behavior as well 85 on expanding cognitive knowledge.

i

* Activities designed to develop sustained relationships with caring adults. Group
coaching, individual mestoring, and a range of activities after-school, on weekends,
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and in the summer could be ncluded. Such activitics could also include community
service by the youth themselves.,

To ensure guality, programs would be coordinated by one or more professional staff,
The programs, where feasible, would also utilize national service participants o
engage students, parents, families, and the communily in organized efforts to reduce
risk-taking behaviors that may lead to adolescent pregrancy, including the delivery of
services and in the coordination of during- or afier-school activities. Urantees will be
asked to describe the role that any National Service participants will play in the
program, consistent with the National and Community Service At {}f@ as 7.
amended,

H

Grantees are allowed o exp:més on these core components, including conducting activities as
part of another youth development program.

Grantees would be asked to submit an application.  The primary aspect of the application
wouid be a plan which describes {3 the measurable goals the applicant wants 1o achieve and
how they imend to measure progress in achieving the goals; (b) curriculum amd counseling
and sustained adult relationships components of the program, as wel as any additional
components and how they intend to implement them; (¢) how rational service participants will
be an uw,gral part of the program, where feasible; and ;?’ how local needs will be addressed,

Th

ould also be asked to provide other assurances, including--

How the services provided are based on research on effective approaches to reducing
unmarried teen pregoancy, Other risk-taking behaviors correlated with teen
pregnancy should be included.

How both male and female teens ardd, where possible, out-of-school teens will be
served.

How each program would work with middle and/or high school age youth {ages 11
through 19) to establish continuous contact and involvement through graduation from
high school.

How school staff, parents, conmmmunity organizations, and the teens to be served have
been and wiil be included in the development of the application as well as the
planning and implementation of the program,

Evidence of ongoing commitment with other community institutions, such as
churches, youth groups, universities, businesses, or other community, civic, and
fraternal organizations,

Coordination of their program with other Federal or faderally assisted programs, state
and tocal programs, anzi private activities.

How the program ;yia:is to continue operation following completion of the grant
;*ferw{i

How fumsds wiil not sagzptanz Federal, State, or focal funds,
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! () A grantes would be given priority if their non-Federal resources are significantly in excess of
the 20 percent required, and if: they participate in other Federal and non-Federal programs.

¢h} The Secretary may terminate a grant before the end of the 5-year period if the Secretary
determines, sfter providing training or technical assistance, that the graatee conducting the
praject has failed 1o carry out the project as described in the approved application,

) Total funding for the program is $300 million over five years. $20 million in FY 1993, $40
million in FY 1996, $60 million in FY 1997, $80 million in FY 1998 and $100 million in FY
1954 and each subsequent fiscal year. Up to ten percent of the funding wili be set-aside for
the evaluation, training, and technical assistance as well ag for establishment of 3 National
Clearinghouse on Teen Pregnancy {(see |. and k. below). Since this program and the
Clearinghouse is authorized through Title XX of the Social Security Act, any funds not
expended in a fiscal year séza%i be :ed:wctexi to the Title XX Social Services Block Grand
Pragram,

{3 A rigorous Federal evalugtion would be conducted of some sites, Grantees would be asked to
provide information requested for the evaluation. Training and technical assistance would
alst be provided to the grantees, .
; v oltJ 8«“-5

k) A National Clearinghouse on Teen Pregnancy Preventiongwould be established to provide
communities and schools with teen pregnancy prevention programs with curriculs, mwodels,
materials, training ang technical assistance. It will gstablish an information exchange and
network on promising models and rigorous evaluations.

1]

The Clearinghouse would be a national center for the coliection and dissemination of
programmatic informmtion and technical assistance that redates o teen pregnancy prevention
progeams, It will also look at the state of teen pregnancy prevention program development,
including nformation on the most effective models. It would develop and sponsor training
institutes and curricala for teen pregnancy prevention program staff, and develop networks of
for sharing and disseminating information. The Clearinghause could also conduct evaluations
of teen pregnancy prevention programs {not limited to the grants provided in this bili}.

Pr - mHl R]k p— NIV as]
Qu;rent L,gw :

There are demonstration authorities that exist to serve youth in particular areas, but most are not s
comprehensive as the dezzzmstrazwm deseribed below in the scope of services for ail youth and are
not a saturasion model. '

Yision

Early unwed child-bearing and 0:f§er proflem behaviors are imnterrelated and strongly influenced by
the general life-expericaces associated with poverty. Changing the circumstances in which people live
and consequently how they view themselves is needed to change the decisions young people make in
regard 1o their tives, :
For any effort which hopes to have resulis that are large enough 10 be meaningful, attention must be
made to circumstances in which yowth grow up. 1t should address a wide spectrum of areas

!
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associated with youth living in a healthy community: economic opportunity, safety, health, and
education.

Particular emphasis must be paid to the prevention of adolescent pregnancy before marriage,
including sex education, abstinence education, life skills education, and contraceptive services.
Programs that combine these elements have shown the most promise, especially for adolescents who
are motivated to avoid pregnancy until they are married. However, for those populations where
adolescent pregnancy is a symptom of deeper problems, sex education and contraceptive services
alone will be inadequate; they must be part of a much wider spectrum of services.

Interventions need to enhance education, link education to health and other services, help stabilize
communities and families in trouble. This. would provide a sense of rationality and order in which '
youth can develop, make decisions, place trust in individuals and institutions serving them, and have

a reasonable expectation of a long, safe, and productive life.

Comprehensive Demonstration Grants Jor Youth in High-Risk Communities of sufficient size or
"critical mass” to significantly improve the day to day experiences, decisions and behaviors of youth
are proposed. Services would be non-categorical, integrated and delivered with a personal
dimension. They would follow a “youth development* model and would seek to assist neighborhoods
as well as directly support youth and families. These demonstrations would be coordinated with other
Administration activities, such as the prevention components of the Crime bill, and would be part of
an overall community strategy for youth.

Legislative Specification

(a) A separate authority under the Title XX of the Social Security Act would be established
whereby a designated number of neighborhood sites chosen by the Secretary, in consultation
with the Secretaries of Education, HUD, Justice, and Labor, would be entitled to demonstra-
tion grants to educate and support school-age youth (youth ages 10 through 21) in high risk
situations and their family members through comprehensive social and health services, with an
emphasis on pregnancy prevention.

(b} Funding and services provided under this program do not have to achieve this goal of
comprehensiveness in and of themselves. Rather, this funding can be used to provide "glue
money," fill gaps in services, ensure coordination of services, and other similar activities
which will help achieve the overall goal of comprehensive integrated services to youth.

{c) Up to seven neighborhood sites would be entitled to $90 million over 5 years (up to $3.6 ST\
million per site). Grantees would be required to provide a 10% match of the Federal funding. | T®° st
This could include in-kind contributions. Since this program is authorized through Title XX
of the Sccial Security Act, any funds not expended in a fiscal year shall be redirected to the
Title XX Social Services Block Grant Program.

d) The activities authorized under the demonstration would be focused on four broad areas;
grantees would be given great flexibility to design programs within these areas:

(i) Health services designed to promote physical and mental well-being and personal
responsibility. These include school health services, health education, sex education,
family planning services, substance abuse prevention services and referral for treat-
ment, life skills training, decision-making skills training, and ethics training.
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{n Educational and employability development services designed to promote
educational advancement and opportunities for job attainment and productive
employment, to establish a Lifelong commitment to learning and achievement, and
to increase self-confidence, Activities could include, but are not limited to, academic
futoring, Hieracy training, drop-out prevention programs, remedial education or
services for youths who have dropped out of school, career and college counseling,
mentoring programs, job skills training, apprenticeships, and part-time paid work
opportunities,

(iii)  Social support services designed to provide youth with u stuble eovironment and
te encourage youth io participate in safe and productive activities. Services could
include, but are not limited to, cultural, recreations! and sports activities, leadership
development, peer counseiing and crisis intervention, menioring programs, parenting
skills training, and family counseling.

{ivy  Community aclivities designed te change community norms, to improve
community stability, and to encourage youth to participate in community service
and establish a stake in the community. Activities could include, but are not
Jimited to, community policing, community service programs, community activities in
partnership with less distressed neighborhoods, and establishment of community
advisory councils with youth representation.

Sites would have to meet the following characteristics, and any others defermined by the

Secretary of Health and Human Services, in consultation with the Secretaries of Education,

HUD, Justice, and Labor,

() Geographic — Commuunities must identify the neighborhood or neighborboods they
will target. Smaller, more focused boundaries than those required in Empowerment
Zones or Youth Fair Chance will be used in order o develop 3 "critical mass” of
services 1o mest the ghove goals. Each neighborhood must have an identifiable
boundary and must be considered a neighborhood by its residents,

{1t} Population - Bach aeighborhood or group of neighborhoods have populations of
approximately 20,000 to 35,000 people.

(i) Poverty ~ The entire area must have a poverty rate of at least 20%, with 50% of the

area having a rate of at least 35% and 90% of the area having a rate of at least 25%.,
Local governments {or units of local governments} and tocal public and private non-profit
organizations could apply, Applicants would be required to supply evidence of comprehen-
sive commitment t the project and collaboration between the community and the State. The
applicant must involve nultiple elements {e.g., government, schools, churches, businesses) of
the community and the State in the planning and implementation of the demonstration '
program. Applicants must demonstrate (1) ability to manage this major effont, (2) resources
for obtaining data and maintaining accurate records, {3) how they will coordinate with other
with other programs serving the same population, and {4 assurances that the funding
provided through this program will pot be used 10 supplamt Federal funds for services and
activities which promote the purposes of this program.

i

|
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19 Applicants I}iust define the goalz intended 10 be accomplished under the project. They must
also describe the methods to be used in measuring progress toward accomplishment of the
goals and gutcomes o be measured. Outcomes to be measured would include, but are nat
limited tu,gairth rates, high school graduation rates, college attendance rates, rates of alcohol
and other drug use and vislence reduction.

(h The Department will support rigorous evaluations of all demonstrations. Grantees will be
required to assist and coordinate with independent evaluators selected by Department. The
Federal government will also provide technical assistance to potential applicants and to those
selected throughout the life of the demonstration, These activities will be coordinated with
the National Clearinghouse on Teen Pregnancy Prevention. $10 million would be provided
for these activities. ,

] The Secvetary may terminate 2 grant before the end of the S-year period if the Secretary
determines, after providing training or technical assistance, that the grantee conducting the
project has failed 1o carry out the project as described in the approved application.

B. RESPONSIBILITIES OF SCHOOL-AGE PARENTS RECEIVING CASH ASSISTANCE

i. Minor Mothers Live at Home

|
H
Current Law .

Under Seciion 402{a)(43} of the Social Security Act, States have the option of requiring minors (those
under the age of 18} 1o reside in their parents’ household, or a legal guardian or otker adult relative,
or reside in a fosrer home, musernity home or other adule supervised supportive living arrangement
fwith certain exceptions). Detaware, Maine, &fic}zzgaﬂ, Virgin Islands, and Puerto Rico have
included this in their State plan. )

Vision

By definition, minor mothers are children. Generally, we believe thar children showld be subfect 1
_ adult supervision, This proposal would require minor mothers to live in an environment where they
can receive the support and guidance they need. Al the same time, the circumstances of each
individual minor will be taken into account in making decisions abour living arrangements.

J

{a) All States would require minor mothers 1o reside in their parents’ household, with a legal
guardian or other adult relative, with certain exceptions as described below. This is the same
as currert faw, except that now the provision would be a requirement,

(b} As in current faw, when 3 minor mother lives with their parent(s) their income is taken into
account In determining the benefit. If the minor mother lives with another regponsible adult,
the respansible adult’s wwme is ot taken into acwzmt Child suppont would be sought in all
£ases. :

fc) A minor parent is an individual who {i) is under the age of 18, (i) has never been marrid,
and (1) is either the nataral parent of 2 dependent child living in the same household or
eligible for assistance paid under the State plan to a pregnant woman. Thig is the same
definition as current law.
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The folfowing exceptions. {mw in current faw) to living with a parent or legal guardian will
be maintained:

{i) individual has no parent or,legal guardian of his or her own who is living and whoge
whereabouts are known,

{if) no living parent or legal guardian of such individual allows the individual to five in the
home of such parent or guardian;

(i) the State agency determines that the physical or emotional health or safety of the .
individual or dependent child would be jeopardized if the individual and dependent child lived
in the same residence with the individual’s own parent or legal guardian;

(iv} individual lived gpart from his or her own parent or legal guardian for a period of at least
one year before either the birth of any dependent child or the individoal having made
application for aid to families with dependent children under the plan; or

{v) the State agency otherwise determines {in accordance with regulations issued by the
Secretary) that there is good cause for waiving the requirement. {fn those States that have this
policy, the following are examples of what they determine 10 bg good cause exceptions: the
home is the scene of ilfegal activity; returning home would result in overcrowding, violation
of the terms of the lease, or violation of {ocal health and safety standards; the minor parent is
actively participating in a substance abuse program which weuld no longer be available if she-
returnad home; no parent of legal guardian lives in the State )

Currant law is maintained regarding the determination of a minor mother’s residency statug
must be made within the 43 days that all eligibility determinations are made.

If the State determines the minor should not live with 4 parent, legal guardian or other adult
relative, the minor must be assisted in obtaining an appropriate supportive alternative to living
independently (or the State sy determine that the individual's cucrent living arrangemen is
appropriate}. {The types of iiving arrangements that States now use or are considering include
Hving with an adult velative, alicensed foster home, in a group home for pregaant teens or
teen parents, and in an approved congregate housing facility.) If no appropriste sefting is
found the State must grant ehgi?}:?zéy, but must utilize case managers to provide monitoring of
the minor.,

The State would use the case nganagama:zz for teen parent provision (3se #2 below) to maks
the determinations required under this provision. As describad in the next proposal, these
case managers would be trained appropriately and have reasonsble caseloads, Determinations
wauld be made after a full assessment of the situation, including taking into sccount the nieeds
and concerns expressed by the miner,

Limiting AFDC Benefits To

Currently, familles on welfare receive ;aidf:ionaf support because their AFDC benefits increéase
automatically 10 include the needs of an additional child,



Wollum Raforns Leghhaive Specifamtions —
Vigion

The welfare systemt should reinforce paremsal responsibility by keeping AFDC benefits constamt when a
child is conceived while the parent is on welfure. The message of responsibility would be further
strengthened by providing the fonily an opportunity 1o eara back what they lost,

islative Specificati

{a) Allow States the option of keeping AFDC benefits constant when a child is conceived while
the parent is on welfare. The family planning services under 402{a)(15) must be provided to
all recipients.

{t) Umder this option, if 3 parent has an additional child, the State must disregard an amount of
Income equal 1o any Increase in aid that would have been paid as a result of the additional
¢hild. Types of income to be disregardad include—

1} child support;
23 sarned ncome; or
K3 any other source that the State develops and is approved by the Secretary,
1)
{c) Provision will not be applied in ﬂw case of rapﬁg'(frt in any other cases that the State agency
finds would violate the standards of fairness and'\ good conscience.

Current | aw

Section 482(1)(3) of the Social Security Act allows States ¥o provide case management 10 all those
participating in the JOBS program,

-+

Vision

Frequently, it is mudtiple problems that lead youth to the welfare svstem. Their complex needs often
stand in the way of their meeting educational requirementy and other responsibilities.  Removing
these barriers 1o self-sufficiency van involve the confusing ond difffculs process of accessing multiple
service systems. This proposal world provide every teen with a case manager who would help them
navigate these systems and hold them accounioble for their responsibilities and reguirements,

Legislative Spegificati _;

w
{a) Require State$ to provide case management services to all custodial teen parents receiving
AFDC who jeither under age 19 or under age 20 and enrofled in high schoof, States stiHl have
the option to serve all older teens.

1

) Case management services to teen parents will include, but is not limited to--

1) | assisting recipients in gaining access 1o Services, including, at a minimum, family
pianning, parenting education, and educational or vocational training services;

2} determining the best {iving situation for a minor parent taking into account the needs
and concerns expressed by the minoe (see #1 above),

f
| 10
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3 monitoring and enforcing program participation requirements (including sanctions and
incentives where appropriate); and

4) providing ongoing general guidance, encouragement and support.
States must in their plans describe how they will meet these requirements,

) (ace managers must receive adequate training in the social service and youth development
field, and States should take into account recommendations by appropriate professional

organizations 1o carry this out, Also, the ratio of case managers o clients must be
sufficiently small to adequately serve and protect teen parents and their children.

4, Teen Parent Education and Parenting Activities State Optign
Current Law

Under Secrion 402(a)(19) of the Social Security Act, teen custodicd parents are required to pariicipate
in the JOBS program unless they are under 16 yvears of age, attending school fullaime, or are in the
fast seven months of pregnancy. Participation in the JOBS program involves an assessment of the
individual, and an agreement specifving what support services the State will provide and what
obligations the recipient has. For those wha have not obtained a high school diploma or @ GED,
attendance at school can serve as their JOBS assignment. Participation is the JOBS program is
contingent on the existence of such a program in the geographic vicinity of the recipients’ residence,

In addition, under ¢ Section 1115 waiver, States can Implement progroms which wilize incentives or
sanctions t0 encourage or require teen parents on AFDC to continue their educarion. Two exampies
of a State having done or planning 1o do this are the Learning, Earning, and Parenting Progrom
{LEAP; in Ohio and Cal Learn in California, which is in the process of being implemented. LEAP
and Cal Learn are mandatory for all pregnont and custodial teen parents who are receiving AFDC
and who do not have a high school dipioma or GED. Under both LEAP and Cal Learn progrom
rides, all eligible teens are required to enroll {or remain enroiled} in and regularly attend a school or
education program leading ro a high school diploma or GED, These two initiatives apply only to
reens who are cose heads, Other Stares have obtained waivers to implement programs using sanctions
1o influence dependents to continue their education. This may become relevant if minor mothers are
not permitsed to be caseheads. f

Yision X

Teenage mothers face substantial obstacles to achieving self-sufficiency. Eighty percent of teen
maothers drop our of high school and oniy 56 percent ever graduate. Their earning abilities are
Himited by lack of educarion and job skijls. Teen parents are often not well prepared in the area of
parenting, This proposal provide States with a mechanism 1o utilize creative approaches for
encouraging and supporting youth in both their educational and parenting endeavors,

{2} Provide States the option t0 use monetary incentives {which must be combined with sanctions)
as inducement for pregnant teens and teen custodial parents who are receiving AFDC and who
do not have 3 high school diploma or GED to enroil {or remain enrolied) in and regularly
attend a school or education program leading to a high school diploma or GED, or a special
skiils training program if the State determines this is most appropriate for a recipient. States

; 1
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may also choose to provide incentives for participation in parenting education activities. This
option will operate as part of the new JOBS program, and the rules pertaining to JOBS wili
apply unless it is specifically stated otherwise.

Each State plan must clearly define the following -~

* Incentives, States must define by how much benefits wiil be increased and what kinds of
achicvernents will be rewarded,

Examples of incentives chosen by Ohio and California are as follows:

In Ohio’s LEAP, teens who provide evidence of school enrollment receive a bonus payment
of $62. They then receive an additional $62 in their welfare check for each month in which
they meet the program’s attendance requirements, For teens in a regular high schoel, this
means being absent no more than four times in the moath, with two or fewer unexcused
absences. Different attendance standards apply to part-time programs, such as Adult Basic
Education (ABE) programs providing GED preparation assistance, but the same financial
incentives apply.

Participants of Cat Learn will be reguired to present their repon cards four times a year. The
grant will be increased by $100 for the month after the Cal Learn participant receives a report
card with a "C" average or befter. For graduating high school {or i#ts equivalent), these teens
will bave their grants increased on 2 ong time basis by $500.

® Sanctions. Sanctions under the revissd JOBS program would apply unless the State
proposes alternative sanctions, 1o be approved by the Secretary, which the State believes
better achieves their objectives,

Examples of sanctions chosen by Ohio and California are as follows:

in LEAP, teans who do not attend an initial assessment interview (which commences
participation in LEAPY or fail 1o enroll in school have 362 deducted from their grant {i.e., the
tesng are “sanctioned”} sach month untll they comply with program rules. Similarly, enrolled
tecns are sanctioned by 362 for each month that they exceed the allowed number of unexcused
absences. Teens who excesd the allowed number of total absences, but do not exceaed the
allowed mumber of unexcused absences receive neither a bonus nor a sanction,

In the Cal Learn pm}gmﬁi weens who do not receive at least 3 “D° average or who do not
submit hisfher report card will have the assistance unit grant reduced over a two month period
by the lesser of $50 or the amount of the grant. This will result in a sanction of not more
than 100, Included in the sanctions will he teens that do not present their report cards
because they have dropped out of school or were expelled.

* Coordination. A case manager {as described in AL2) will assess each recipient’s needs and
arrange for appropriate serviges, States must describe the mechanism case managers and other
service providers will use to coordinate with schools, ‘

& Eligibility. States must include custodial teen parents under 20 years of age and pregnant Lul'/"’t’ ,}
women wider the age of 20, States may chnose to include all pregnant teens and teen parents ' WS
up to their 21st birthday. States may also choose 1o include all teens, beyond those who are / j
pregnant or parenis.

12
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¢ Exemptions. Exemptions from pasticipation will be based on the same new guidelines
governing participation in JOBS Prep, JOBS and WORK, with two exceptions.  First, teens
will only be able to defer participation for 3 months after giving birth, Also, a disability will
not allow 2 recipient to defer participation in school, as schools are required  provide
students with disabilities appropriate services. (See JOBS and WORK section of proposal for

1

more specific details,)
# State-wideness. States can limit the geographic scope of this option,

# Information and Evaluation.  States would be required to provide information at the
Secretary’s request and to cooperate in any evaluation,

13
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MAKE WORK PAY
Background and Vision

A crucial component of welfare reform that promotes work and independence is making work pay.
Even full-time work can leave a family poor, and the situation has worsened as real wages have
declined significantly over the past two decades. In 1974, some 12 percent of full-time, full-year
workers earned too little to keep a family of four out of poverty. By 1990 that figure was 18 percent,
Simultaneously, the welfare system sets up a devastating array of barriers for people who receive
assistance but want to work. It penalizes those who work by taking away benefits dollar for dollar; it
imposes arduous reporting requirements for those with earnings but still eligible to receive assistance;
and it prevents saving for the future with a meager limit on assets. Moveover, working poor families
often lack adequate health protection and face sizeable child care costs. Too often, parents may
choose welfare instead of work in order to ensure that their children have health insurance and receive
child care. If our goals are to encourage work and independence, to help families who are playing by
the rules, and to reduce both poverty and welfare use, then work must pay better than welfare.

Working family tax credits are a major component of making work pay. Last summer's expansion of
the Earned Income Tax Credit (EITC) was a significant step toward making it possible for low-wage
workers to support themselves and their families above poverty. When fully implemented, it will
have the effect of making a $4.25 per hour job pay nearly $6.00 per hour for a parent with two or
more children. Full utilization and periodic distribution will maximize the effect of this pay raise for
the working poor. ,

Another essential component for making work pay is affordable, accessible child care. In order for
families, especially single-parent families, to be able to work or prepare themselves for work, they
need dependable care for their children. In addition to ensuring child care for participants in the
transitional assistance program and for those who transition off welfare, child care subsidies will be
made available to low-income working families who have never been on welfare,

Another critical step toward making work pay is ensuring that all Americans have health insurance
coverage. Many recipients are trapped on welfare by their inability to find or keep jobs with health
benefits that provide the security they need. And too often, poor, non-working families on welfare
have better coverage than poor, working families. The President’s health care reform plan will
provide universal access to health care, ensuring that no one will have to choose welfare instead of
work to ensure that their children have health insurance. The EITC expansion, access to child care,
and health care reform will support workers as they leave welfare to maintain their independence and -
self-sufficiency.

.’
|
:‘
i

R
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A, CHILD CARE

The Federal Government currently subsidizes child care for low-income families through a number of
different programs. The programs have different eligibility rules and regutations, creating an
extremely complicated system that is hard for both providers and recipiens to navigate. The major
existing programs include an entitlement to chitd care for AFDC recipients {ftitle IV-A); mransitional
child care (TCC} {alse an entitlement} for up 0 a year for people who have left welfare for worky a
capped entitlement ($300 million; for thoze the state determines to be at-risk of AFDC receipt (Ar-
Risk); and the Chiid Care and Development Block Grant {CCDBG). There Is also a disregard for
child care costs availubie to working AFDC recipients. While these mudtiple programs provide
vatuable support for child care, legislative changes are needed to strengthen the welfare reform plon,

We are ar this time making changes only in the IV-A programs, which will remain as separate
quthorities. Any changes in the CCOBG will be made during its reauthorization in 1995,

Yision

Child care is critical to the success of welfare reform. It is essential to provide child care support for
parents receiving assistance who will be required to participate in education, training, and
employment. In addition, child care support for the working poor is also essential to "making work
pay” and to enable parents 1o remain in the workforce. Qur goal is te increase child care funding so
that families have the access to the child care that they need, to simplify the adminisiration of Federal
child care progrums, and to aysure that children are cared for in healthy and safe environments.

1. Expansion of Funds to the Working Poor

{a} Change the At-Risk Child Care Program, Section 402(3i) to a capped entitlement with an
eahanced state match consistent with the match in the other IV-A programs, Change the
amount specified for the program (10 be specified)—Section 403{a}2)(B}. Restrict eligibility
to families not eligible for other IV-A child care programs.

This program is currently 3 capped entitiement (3300 million) with the same match rate as
that for all IV-A c¢hild care,

{a} Have the 1V-A ¢hild care funds flow to the ’IVMA agency but give the States the explicit option
to contract ¢ the CCDBG agency. States would retain the flexibility to have more than one
agency involved.

)} "The requirements for coordinatien, public involvement, and consultation in refationship to
development of the IV-A child care plan will follow the CCDBG statute,



)

(d

(e}

(@)

(b}

Welfare Reform L

giabiive sprcifiaion.  continued

fV-A child care requirements will be made congistent with CCDBG
requirements in the following areas:

~ynlimited parentai access

~parental complaints

~gonsumer education :

~compliance with state and local regulatory reguirements
~gstablishment of health and safety requirements

~gompliance with state and local health and safety requirements
wteduction in standards

Added to the health and safety standards section are:

-~ tequirement that the state must have requiremcmt.;& that all children funded under these
authorities are immunized at levels specified by PHS. States will be given the flexibility to
exclude particular inumunizations if they submit an scceptable justification 1o the Secretary,

~a reguirerent that the state must have a requiretaent to assure that no child has access to
toxic and ilegal substances or weapons in the child care sefting,

; .
A requirement that the state will have to establish and periodically revise, by rule, a sliding
foe scale that provides cost sharing by the families that receive Federal assistance for child
care services. The fee scale will be the same for all programs Ghat wsed for CTCDBG).

There will be one requirement for state reporting to cover all programs, with core data
glements (o be defined by the Secretary.

ntinuity of Car ‘:
The states will be piven the option under the IV-A programs to extend hours and weeks of

care when reasonable ta assure continuity of care for children and required participation of
their parents in JOBS, WORK, and employment.

Information to Parents

States must provide child care information to parents {use CCDBG language, adding
*{including options for care and payment),”)

Create a 10% set aside in the At-Risk program for supply building and quality improvements
using language in CCDBG Section 658 (G) as allowable activities and adding a5 an allowable
activity the expansion of the supply of care for infants and toddlers in low-income
communities {as defined by the States),

Establish explicitly that licensing and monitoring of 1V-A funded child care providers is an
aliowable administrative cost, limited by 2 formula established by the Secretary,
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6. Payment ;
{8} Prohibit states from lowering their statewide limits below those in effect on January 1, 1994,

{b) Retain the disregard, hut mandate (ha states must offer working AFDC recipients the same
level amd forms of child care assistance as families in JOBS, TCC, and At-Risk Child Care,

-l

1

17



Welfare Refore Logiakabon Spocification. - sonsimed

B, IMPROVING THE EITC

e Publicly Admini

The earned income tax credit (EITC) is a refundable tax crediy available to a lovw-income filer who
Has earned income and whose adjusted gross income Is below specified thresholds, Low income
workers can claim the EITC when filing their tax returns at the end of the year, In addition, workers
with children have the choice of obwaining a portion of the credit in advance through their employers,
and clabming the bolance of the credit upen filing their income tax returns. The amount of the
advanced payment is calculated on the basis that taxpayers have only one qualifying child. The
annual advanced FITC payment cannot exceed 60 percent of the maximum full-vear EITC for a fomily
with one child, In 1994, the maximum advance payment would be $1,223 in 1994, relative to a
pacimum annual EITC of $2,038 for a family with one child for a family with one child and 32,528
Jor a family with two or more children.

An employee choosing to receive a portion of the EITC in advance does so by filing a form W-5 with
his or her employer. The employer is not required to verify employee's eligibitity for the credit.
Employers may be penalized for failing to comply with an employes ‘s request for on advanced
payment.  The employer calculates the advanced EFFC payment to which an employee is entitled based
on the employee's wages and filing siatus and adds the appropricte amount 1o the employee’'s
paycheck. The empiover reduces its payment of employment and income taxes to the IKS by the
agerepate amount of advanced FITC payments made during the period and reports this amount to the
IRS on form M.

At the end of the vear, the emplayer notifies both the IRS and the employee of the actual amounts of
advanced credits pald 1o the employee by filling in o box on the form W-2. When filing their income
tax return af the end of the year, an employee is required 1o report advance payments, if any, of the
EiTC. ‘

;

The proposal would promote use of advance payment opiion of the Earned Income Tax Credit
(ABITC) by shifting the owrreach and administrative burden from employers 1o selected public
agencies in those states which choose to exercise this option. For example, a States might choose to
administer the AETTC through Food Stamp offices.  States are not permined 1o do this under current
siatute. f

Rationale

Few programs are as effective in reaching the eligible population as the EITC, Despite the successes
of the current progrom, the delivery of the EXYTC could be improved, particidarly by enhancing the
probability that the EITC will be claimed in advance throughout the yeor rather than as a year-end
lump swm payment. In recent years, fewer than 1 percent of EITC clalmants have received the credir
through advance payments in their paychecks. The reasons for the low utilization rate are not fully
known, though o recent GAQ xtudy fournd that many low-income taxpayers were anaware they could
claim the credit in advance,

i

There may Be other barriers 10 paricipation in the advance payment option. The GAO study also
Jourd that once informed, many workers stated that they would prefer 1o receive the EITC in g lwnp-

18
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sum payment. While some workers ma;’ simply prefer the forced savings aspect of receiving the credit
in @ lusnp sum, others may fear their emplover’s reaction if they ask for a goverament wage
supplement to be gdded t2 their pavcheck. Others may be fearful of owing the government a large
sum of money ar the end of the year because they received too large an amount in advance,

& is believed that welfare reciplents, in particular, could bengfit from receiving the credis at more
regular intervals throughout the year. By receiving the credit as they earn wages, workers would
observe the direct link berween work effort and the EITC, Public agencies that deal divecdy with
welfare recipients are uniquely odvantuged to ensure that the AEITC option is used frequently and
appropriately. They could explain to reciplents who are abowt to transition from welfare to work how
the AEITC will increase their income stream, making work a more rational option.

Atlowing states the option to provide advance payments of the EITC through public ayencies {e.g., the

offices which also provide food stamp benefits) could dramaticaily increase use of the AEITC among

the working AFDC and ex-AFDC populations. A state could choose to target information ubout the

EITC to welfare recipients or other individuals tikely 1o become welfare recipionts but who are

cuﬁgc;mly»outside\me woriforce. Individuals could have the g’choice of receiving the credit from a gae DEh

neitral third-parly, withowt fear of notifving their emplovers of their eligibitisy for the EITC.

-~ MoFeover ey could receive assistance in determining appropriate amount of the EITC to claim in
advance. States would also have ihe resources o verify eligibility for the credit better than
emplovers, reducing the risk of erronepus payments being made w Ineligible persons, This option
would also aflow for an evaluation of alternative defivery systems.

islativ ification ,

{a} A State would have the option o proposs to the Secretary of the Treasury a demonstration
project pursuant to which advance payments of the EITC would be made to eligible residents
through a-state agency. Such agencies may include public assistance otfices (AFDC andfor
Food Stamps), Employment Service Offices, State finance and revenue agencies, and so forth,
A state may choose only voe agency to provide the advance credis.

] Approval by the Secretary of the Treasury of a State’s proposal would be required in alt
vases. The Secretary of the Treasury would consult with the Secratary of Health and Human
Services, the Secretary of Agriculture, and other Depanmental Secretaries as appropriate if
the State proposal includes coordination of EITC payments and other Federal benefits,

() Where appropriate, States may :izzz:izzée in thelr proposals coordination of advance payments of
the BITC and other federal bﬁagﬁfits {such as food stamps) through electionic benefit
technology. :

H
H

() State plans would be required 0 specify how payment of the EITC would be administered.
States must include 2 detailed expianation of how eligibility for the credit would be
determined and verifisd, States would also have (o agree to provide recipients and the IRS
with annual information reports in 2 timely fashion {typically by January 31 of the following
year) showing the amounts of the EITC paid in advance. In addition, states would agree to
provide the IRS with a listing by December 15t of the names, social security numbers, and the
amounts of advance payments received through October of all pergons who panicipated in the
state program at any time during the year (through October). States which fatled to meet
these reporting requirements would not be allowed to continue participation i the program.
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States would be allowed (but not required) to provide on an advanced basis up to 75 percent
of the maximum amount of the credit for which the taxpayer is eligible.

States would reduce payments of withholding taxes {for bath income and payroll taxes) from
their own empioyees by the amount of the advance payments made during the prior quarter.

After the processing of income tax returns and matching of returns with information reports,
the Secretary of the Treasury would be required o issue an annual report detailing the extent
to which EITC claimants under State plans: (1) participated in the state plan; (2) filed a tax
return; (3} reported accurately the amount of the advanced payments payable during the vear
by the state; and (4) repaid any overpayments of the advanced EITC within the proscribed
time. The report would also contain an estimate of the amount of the excessive overpayments
made by the state, Excessive overpayments would include advance payments not reported on
the tax return and advance payments in excess of the EITC calculated on the basis of
information reported w the IRS and causing taxpayers 10 owe outstanding amounts 10 the RS,

The Secretary of Treasury and the Secretary of Health and Human Services would jointly
ensure that technical assistance is provided to States undertaking demonstration projects aimed
at increasing pacticipation in the EITC and the EITC advanced payment programs, Sufficient
training and adequate resouress would be provided to both agencies pursuant to the provision
of technical assistance to the States. The Secretary of HHS will see that such pilots are
rigorously evaluated. }

i

)
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C.  EARNED INCOME DISREGARDS
Current Law '

Federal AFDC taw requires that all income received by an AFDC recipient or applicant be counted
against the AFDC grant except income that i explicitly excluded by definition or deduction, States
are required by Federal law 1o disregard the following income: (1) for the first four months of
earnings, working recipients are ailowed a 390 work expense disregard, another $30 unspecified
disregard, and one-third of remaining earnings are aiso digregarded; {2} the one-third disregard ends
after four months; and (3} the unspecified 330 disregard ends after 12 months.,

In addition, a child care expense disregard of $175 per child per month (3200 if the child iy under 2)
is permitted to be calculated after other disregard provisions have been applied. Currently, $50 in
child-support is passed through 1o families with established awards, States are now required 1o
disregard the EITC in determining eligibility for and benefits under the AFDC program,

Vision

The provisions proposed under this component are designed 1o {1} make the trearment of income

simpler for botkh recipients and welfare officiads to understand; 2} moke work ¢ more atiractive,

rational aption for thass who would conrinue to receive assistance; {3) remove the thme sensitivity of

current rules (Le., eliminate provisions which chaage the rules governing the treanment of income

depending on how long the person has worked); and (3] improve the economic well-being of those

who need 10 combine work and welfare:

Legislative Specifications: *

(a) Require States 1o disregard a minimum of $120 in earnings, indexed for inflation in rounded
increments of $1Q. .

{(b) States will have the flexibility to establish their own disregard policies on income above this
amount. Additionally, States will have complete flexibility in establizhing fill-the~gap policies
(i.e., States will have the fiexibility to determine which types of income should be considerad
in developing a fill-the-gap policy, such as child support payments, stipends, efe, in addition

to earned income). f

{c} The AFDC $50 pass-through of child sopport payments will also be indexed for inflation in
rounded $10 increments, States will have the fiexibility to pass-through additional chifd
support payments above this amount,

Rationale

The proposal allows for greater State flexibility; State can determine the appropriote income disregard

and cen determine which sources of income to disregard. The indexing of the minimus amount will
ensure that working reciplents are qfforded an adequate earned disregard in the future.

21
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!
IMPROVING GOVERNMENT ASSISTANCE
A.  RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

The rationalization and simplification élf assistance programs is something of the holy grail of welfare
reform-—-always sought, never realized. The reasons are many: different goals of different programs,
varied constituencies, Departmental differences, divergent Congressional commirttee jurisdictions, and
the inevitable creation of winners and losers from changing the status quo. Yet everyone agrees that
recipients, administrators, and taxpayers are all losers from the current complexity. Below are
several proposals for reform. The proposals do not make substantial changes in program structures.
Rather, the proposals achieve simplification by streamlining administrative processes and by
conforming program rules between the AFDC and Food Stamp programs. The proposals modify
existing rules that create unnecessary comp!exlry and confusion for program administrators and
recipients..

|
1. FILING UNIT

]
Under current law, the AFDC filing unit must consist of a needy deprived child, its natural or
adoptive pareni(s), and all natural and. adoptive brothers and sisters (including half brothers and
sisters) who are living together. The unit's income and resources are used to determine eligibility and
the amount of payment. A stepparent is treated the same as a natural or adoptive parent for filing
unit purposes in seven States (Nebraska, New Hampshire, Oregon, South Dakota, Utah, Vermont,
and Washington). These States have !q'ws of general applicability which hold the stepparent
responsible for the children to the same extent as a natural or adoptive parent. In all other States,
the stepparent’s needs are not inciuat‘eza’l in the unit and his/her income, after certain disregards, are
considered available to the unit members.

]
If there Is no parent in the home, then another non-legally responsible relative with whom the child is
living may, at his/her option, join the unit and be assisted. Additionally, States may exercise the
option of including other individual(s) living in the home as an essential person(s). The essential
person’s income and resources are used to determine eligibility and amount of payment.

Certain parents and siblings are excluded Jrom the unit: illegal and sponsored aliens, recipients of
851, foster children, and individuals ineligible due to lump sum income.

1. UP Provisions '

Current Law _ r

The Social Security Act at section 407(a) and 407(b) limits AFDC eligibility for two-parent families to
those where the principal wage earner is unemployed, and has worked six of the last 13 quarters.
"Unemployed ” is defined in regulations as working less than 100 hours in a month.

}
Legistative Specification l

(a) Allow States, at their option, to eliminate any of the special eligibility requirements for two-
parent families (e.g., the 100- hour rule, 30 day unemployment requirement, the work history
test, etc), For States that elect |to maintain a 100 hour rule {(or a modified hour rule), WORK
program participation would not count towards this ruie.

I
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f
(b} Remove the sunset provision that allows for the termination of AFDC-UP in 1998 and make it
a permanent program, {

Rationale

Some of the arguments for removing the additional eligibility requirements are that eliminoting them
would: l

i
H
¥
i
:

s remove the remaining vestiges of the AFDC marriage penalty in which single-parent fomities
kave easier access Yo benefits r!llan married couples;

. improve horizonial equity by trearing disadvantaged children the same irrespective of whether
they live with ong or two parents;
. !

. encourage wark, as the current ride limiting abor market attachment would be incongruons in
a new ransitional welfare progrom that emphasizes work,

1
. etiminating these special rules would also enhance the simplicity of the system, and,

Jinally, a muomber of States }mg soughys waivers in this area.
2. : i n Provision
TEn W . ) :

The Social Security Act ot section #02{a)(7} and the implementing regulation at 45 CFR
233.20(a)(2)(vi) permit States, ot their apion, to include in the AFDC grant benefiz for essential
persons. Such individuals are not eligible for AFDC in their own right, but their needs are token into
account in determining the benefits pavabiz o the AFDC family because they are considered essentiad
1o the well-being of an AFDC recipient in the famify. Twenty-two States currently include the option
as part of their respecrive Stite plans, |

i
{a) Limit the kinds of individuals that a State may identify as essential 0 individuals providing at
feast one of the following benefits or services to the AFDC family:
{1} child care which enables a caretaker relative to work full-time outside the home;
{2) cire for an incapacitaied AFDC family member in the home;
(3) child care that enables 2 caretaker relative to attend high school or GED classes on a
full-time basis;
{4} child care not to exceed two months that enables a caretaker relative to participate in
smployment search or mthe.r work program; and
{33 ¢hild carg that enables a caretaker relative to receive training on a full-time basis.
2

Rationale ‘5

The Sodial Security Amendments of 1967 provided a specific statutory base for an essential person
policy. This poticy has rwo aspects. Firse, States are permitted to specify those individuals who can
be considered essential; second, Stares must permit the AFDC family to have the final decision as to
whether such individuols are in fact zssezz:zaf Under this policy, States are not required to identify
the bencefits or servives that these esse:zfzzzf persons must provide,

i 23
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In 1989, this policy became lous.  Based in part on an OIG review of certain State practices
fmost notably in New York) redecessor organizarion, the Family Supporr Administration,
published final regulations which limited State authority 1o delermine categories of individuals who
could be considered as essential to the family. These reguiations preciuded States from covering
individuals who did not provide an essential benefit or service to the fomily. (The permissible
categories are the five shown in option 2 above.j However, in 1990 the district court for the Eastern
District of Pennsylvania in ¥Yance v, Sullivan and the district court for the District of Maine in
MoKenney v, Sullivan held thar these regulatory timitarions conflict with section #02{a}{7}{A} of the
Soctal Security Act. The courts interpreted rhis secrion as providing States with the asahority 1o
identify in their State plans the categories of individuals whe may be recognized as essential persons.
These judicial decisions were not appealed. Conseguently, the Deparmment revoked the 1989
regulations and reinstated the prior policy. In order to curtail or limit the use of the essensial person
policy, a statutory amendment 1o section 402{a}(7}{A} is necessary.

2. APPLICATION ISSUES
Cucrent Law

The Food Stamp Act requires the use of a simplified, nationgl form or an approved substitute
containing specific content reguirements, inclwding rights and responsibilities. A combined
application for public assistance householids and genergl assistance households is required, Under the
AFDC program, Staes are free to design the application form that will be used and 10 prescribe how
to notify applivaney of their rights and obligations.

$

Vigi

7o provide applicants with one, simple, easy 10 read and understard application form for AFDC and
Jood stumps, Expedited processing will be provided for families in emergency need situations.
Eligibitity will be determined within identicol Hme frames in both programs for both expedited and
aormal applications. Flexibility will éze glven to States for scheduling appointments and verifying
information.

}

{2} The Food Stamp statutory and regulatory provigions mandating specific content and placement
of lnforrpation on the Food Stamp application would be relaxed. States would still be
required to notify clients of their application rights and vesponsibilities.

3. OPTIONAL RETROSPECTIVE BUDGETING

o

Iren W

For the AFDC program, the Social Security Act permits States 1o use retrospective budgeting only for
the vagegories of fomilies required to monthly report. The Food Stamp Act permits States to
retrospectively budget cases that are not required 1o monthly report.

iglati ificati
)] Amend the Social Security Actjat section 402()(13) to delete the clause "but only with

Tespect 10 any one or more categories of families required to report monthly to the State
agency pursuant o paragraph (14),%. This technical amendment will make retrospective
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bﬁdgeting optional for States without regard to whether families are required to monthly
report.

Rationale .

Allowing States to use retrospective bufigeting without requiring cases to monthly report will foster
consistency between the AFDC and Food Stamp programs, and will give States greater flexibility to
administer their programs.

4. ADMINISTRATIVE COST STRUCTURING FOR CERTAIN SOCIAL SERVICES

Current Law

Section 402(a)(15) of the Soclal Security Act provides for the development of a program for preventing
or reducing the incidence of births out of wedlock and otherwise strengthening family life, and for
implementing the program by assuring that in all appropriate cases (including minors who can be
considered to be sexually active) family planning services are offered and are provided promptly
(directly or under arrangemenis with others) to all individuals voluntarily requesting such services.
Services will be voluntary and shall not prerequisite to eligibility. This is to be provided to each
appropriate relative and dependent child receiving aid and for each appropriate individual (living in
the same home as a relative and child receiving aid) whose needs are taken into account in making
the eligibility determination.

Section 403(a)(3) indicates that family planning administrative costs are not matched at 50 percent if
the State includes family planning services under their Title XX Social Services Block Grant Program.

Legislative Specifications

(a) Under Section 403(a)(3), the law would be changed to allow a 50 percent match for family
planning administration even if this is provided under Title XX.

5. RESOURCES
(A}  General
Current Law

The Social Security Act and implementing regulations set g $1,000 limit (or a lower limit at State
option) on the equity value of resources that a family may have and be eligible for AFDC. Excluded
from consideration as countable resources are the home owned and occupied by the family; an
automobile with a maximum equity vafue of $1,500 (or a lower limit ar State option); bona fide
Sfuneral agreements with a maximum equrty value of $1,500 for each family member (or lower limit set
by the State); one burial plot for each family member; and real property for a period of 6 consecutive
months {or 9 consecutive months at Srare option) which the family is making a good faith effort to

sell. Under certain conditions, States may establish rules regarding transfer of resources

in order to obtain or retain eligibility.

The Food Stamp Act and implementing regulations set a $2,000 limit {or $3,000 for a household with
a member age 60 or over) on the value of resources a household may have and participate in the
program. The Act does not specify how the value of resources is to be determined, but provides for
uniform national eligibility standards for income and resources. State agencies are prohibited from

|
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Imposing any other standards of efigilgfﬁty, Households in which each member receives AFDC, §51,
or genergl assistance from certain programs do not have 1o pass the food stamp resource eligibility
test, Regularions exclude from respurces the value of one burial plot per family member and the cash
value of life insurance policies. Also excluded is real property which the household is making a good
Jaith effort to sell ar a reasonable price and which hay not been sold, There is no specific exclusion
Jor burial plans {(funeral agreements). | Any amouns that can be withdrawn from a funeral comtract
without an obligation to repay is coun{ed Qs G resource.

Food Stamp law prohibits the transfer of resources within the 3-month period prior to application. A
household that knowingly transfers resources for the purposes of gqualifying or attempting 1o guelify
Jor food stamps shall be ineligible to pzzr?zcipa?s in the program for a penad af up 1o pne year from
the date of discovery of the wansfer.

§

Vision

Both the AFDC and Food Stamps programs serve similar needy populations.  Yer, because the rules
Jor mreatment of both the amounix and ‘categories of resources are different in each program,
resources thal meet one program’s requirement can result in ineligibility under the other.

Both programs have substartially different rules for evaluating the resources of that needy group,
Sforcing welfare udministrators to apply different program rules 10 the same resources in the same
Jamily,  The following legislative proposal would reduce the current administrative complexity and
confusion for welfare administrators arzd recipients by provzdmg uniform treannent of assets where
appropriate.

Require the Secretaries in both Departinents to {iavaia;z zzzzzfmm resource exclusion p{)ix‘:zes in the
following arcas;

{a} Resource Limits;

Increase the AFDC resource limit 1o $2,000 {or $3,000 for a household with a member age
60 or over) to conform to the Food Stamp resource limit.

{b} The Secretary shall specify in 'regulations the valuation and method for determining valuation
of an automaobile,

{) . xcl

R perty: Propose legisiation to amend the Social Security Act o exclude real
pmperty which the AFDC family is making a good faith effort to sell at a reasonable
price and which has not been sold, o tonform o the Food Stamp policy.

{i} ; e Ins Policiex: Propose legislation 10 amend the
Ss}czai Secaniy Act to t{nz,tiy exciuée the cash Surrender value of life insurance

policies under the AFDC program to conform to the Food Stamp policy.

(i) Transfer of Resources:’ Propose legislation to provide that a household that
knowingly transfers resources for the purposes of qualifying or attempting to qualify
for AFDC shall be ineligible for benefits for a period of up to one vear from the date
of discovery of the transfer. This proposal coaforms to the Food Stamp policy.
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Ratignale

The administrative complexity that exists in applying certain resource reguirenwents in the AFDC and
Food Stamp programs will be greatly reduced under the proposed changes. Welfare administraiors
witl be able ro apply the sante rules to the same resources for the same family. These conforming
changes achieve simplification by streamiining the administrative processes in both programs.

(B) Asset Accumulution ~ Individual Development Accouats
ITEn A

The Social Security Act and implementing regulations set a 31,000 limit {or o lower limit @t State
option) on the equity value of resources that a family may have and be eligible for AFDC, with oniy
limited exclusions.

The Food Stamp Act and implementing regulacions set a $2,000 limir {or $3,000 for a household with
g member age 80 or over] on the value of resources a household may have and

participate in the Program. Section 13925 of Pub. L. 103-66 of the Omnibus Budget Reconciliation
Act provides that the Secretiry of Agriculture shall conduct, for ¢ period not 1o exceed 4 years,
projects 4y test aliowing ot sore than 11,000 howseholds nationwide to gecunidate wp w0 316,000
each in excluded resources. These assets are for later expenditures for a purpose divectly related to
improving the education, training or employability Gncluding self-employment} of household members,
Jor the purchase of a home for the household, for a change in the household’s residence, or for
making suyor repairs to the household's home.

Vigign

Welfare reform should inciude sirategies fo rest the notion that one way ovut of welfare for some people
is through empowering them to start their own businesses and encouraging themt o save their
earnings 1o build for the future. During the campaign, the President endorsed the idea of helping
welfare recipients help themselves by proposing io increase the nwnber of microenterprises and
estabilsh Individual Development Accounts (TDAs).  These legislative proposals would promote self-
sufficiency by encouraging reciplenss 1o accumulate savings, assets and start their own busingsses.
AR IDA Is an optional earnings-bearing, tax-benefitted trust account in the name of one person. An
IDA would be held in a licensed, federally-insured financial institution., Withdrawals can be made
Jrom the aceount only for designated purposes. For example, withdrawals could be made for a first
home purchase, post-secoratury education {collegeflong-term training}, or business development
fmicroemerprises). There would be penalties for non-designated use of the account. Participant
aiigibility would be determined by the Stare agency using broad Federal guidelines,

The Department of Treasury will amend the tax laws 1o allow for the development of H3As up to
$10,000; subsidized iDAs will be established on a demonstration basis; unsubsidized HAs will also be
permiitted for qualified individuais not fnvolved in a demonsiration, Lurrent recipients fand applicants
wiho were former recipients with esiablished IDAs] for botn the AFDC and Food Stamp programs can
establish 1DAs and have thelr savings c?m:i interest excluded,
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Allow IDAs 10 be established by Federally insured financial institutions to be used exclusively
to pay for post-secondury education sxpenses, first-home purchases, or business capitalization
where there 15 3 qualified plan,

{) Annual contributions shall not exceed the lessor of $2,000 or 100% of earned income
with a total account Himit of $10,000.

(ii) If the accounts are established while 2 family is on AFDC or Food Stamps, the IDA
account balance will not count against a family’s resource linits, Families who leave
the rolls after opening an account can continue the account. If the family re-applies
for AFDC or Food Stamps at a2 later date, their IDA savings and interest are
excludad,

{ify  Funds in an IDA account are exempt from taxation unless they are misused for
purposes other than those specified, in which case 10% is added to the tax liability on
the misspent amounts,

(iv)  The penalty for a non-designated withdrawal from an unsubsidized IDA will be 18
percent of the amount withdrawn.

Subsidized Individual Development Account DA} Demangization

Amend the tax faws to allow community developmen financial institutions to recelve grants 1o
operate S-year 1DA demonstration prolects.  Project grants will be awarded by the
Community Development Bank and Financial Institutions Fund on a competitive basis and
must be renewed annually,

£1] $500 in initigl financial assistance will be provided ta project participants who
establish HDAs, In addition, participant contributions may be subsidized in amounts
ranging from $.50 to $4 for each $1 deposited, not to excesd $2,500. Total
individual DA amounts may not exceed $10,000.

{ii) Eligible participants are households with; at least one member eligible for EITC, an
adjusted gross income not in excess of $18,000, and a net worth not in excess of
$20,000. '

(iii)  Grantees will maintain a reserve fund 6 be spent on assisting participants in achieving
self-sufficiency, administering the project, and to collect evaluation information.

{ivi  Grantess must submit }tunual rep'orts on the progress of their project.
{v} The Fund will contract for an independent evatuation of individual demonstration
projects describing project features, assessing [evels of self-sufficiency and henefit

reduction achieved, levels of assets accumulated, and thelr effects,

{viy  The penalty for a non-designated withdrawal from a subsidized IDA will be the total
amouat of the subsidy and. 10 percent of the individual's contribution.
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{a) Through a memorandum of understanding, HHS and SBA will joinmtly develop and administer
a minimum S-year, self-employment/microenterprise demonstration program. Consultation
with Agriculture, HUD amd Labor is als0 required, Participants must be persons with incomes
below {30 percent of poverty or persons participating in JOBS, WORK or AFDC-only, with
the percentage of weifare recipients 1o be established by the agencies. Local intermediaries
{organizations or consortium of organizations) will apply (0 enter into agreements 1o
demonstrate the program.

{) HHS and SBA, in consuitation with public and private organizations, will identify
. promising program models currently used to provide self-employment and related
services to low-income individuals and design a demonstration to evaluate, using a
randomized experimental design, at least two types of models with contrasting lavels
of technical assistance. The agencies may fund up to five other projects with desigas
that do not lend themselves t a randomized experiment,

(ii} HHS and SBA may provide technical assistance, loan guarantees and loans 0
intermediaries. )

(iii}  In selecting intermediaries, SBA and HHS will take into consideration the applicant’s
record of success, program design, capacity and other criteria,

{ivy  Imermediaries must have contracts with the local JOBS agency such that JOBS and
WORK program funds will be used 1o provide supportive services including training
and technival assigm{:?,

¥} Preliminary and final effectiveness evaluation reports together with recommendations
musst be submitted to the President and Congress. A report on barriers is also
required. The evaluation study shall take into consideration increase in self-
sufficiency, reduced costs of public support, number of businesses and jobs created,
cost-effectiveness, and program effectiveness. Early and regular feedback to the
participating intermediaries is also specified.

4+
]

4, r Legislative Chan .

(a) The Social Security Act and the Food Stamp Act will be amended, a3 appropriate, to comport
with the changes in the tax laws. In addition, amendments will be drafted o include the
following provisions: ;

(i Lump sum income: Non-recurring Jump sum income will not be counted for resonrce
purposes in the month of receipt or the following month if put in an IDA,

{ii} The total exclusion for an AFDC assistance unit or Food Stamp household is $10,000.
tionale
IDAs and other sei-asides provide we{f;:zre recipients the opportunity to be entreprengurs in the private
sector and accumulate savings for specific purposes. This approach promotes self-sufficiency by

empowering them to start their own businesses and encouraging them 1o sque money they earn 16
build for their future.
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{C)  Microenterprise (Self-Employment)

Current Law
Resour,

Under Federal AFDRC policy, except for real property, States may disregard jor AFDC purposes
income-producing properiy {as defined by the State} of self-employed individuals, States may also
disvegard income-producing property owned by a recipient who Is not currvently employed, bt who the
State reasonably expects o return o work, Federal reguiations ar 45 CFR 233.30(a)(3)(xxi} require
that States disregard, for AFDC purposes, bona fide loans from any source for any purpose that meet
the crireria set ot in the Stare Plan,

Section 5{g}12) of the Food Sitamp Act. and implementing regulations ar 7 CFR 273.8(e)(4), (5}, (5),
{93, {15) and (16) exclude “propersy which annually produces income consistent with its fair market
value; property which is essentiel to the self-employment of a household member; instaliment contracts
Jor the sale of landy and buildings, if the contract ... is producing income consistent with foit marke:
value; resources.. of.. self-employed persons, which has been prorated as income,;” non-liquid assets
with liens resulting from business loans; and real or personal property thar is needed for mointenance
of certain velicles. '

I il . E "ﬁ N

(a) Amend the Social Security and Food Stamp Acts 1o give the respective Secretaries the
authority to specify in regolations exclusions necessary for self-employment, Reguire that
these regulations he prepared jointly and demonstrate consistency between the two programs,

(b} Amend the Food Stamp Agt w exclude business loans fram resources.
Ratignale

Current AFDC policy does nor permit fundds necessary for the operation of o microenterprise 1o be
excluded separately from the general $1,000 resource limit.  This restriction discourages recipienis
Jrom establishing smuil businesses. By expanding the microenterprise resource exclusions,
microenterprise owners will be able to set aside sufficient liquid resources to operate the business.

§. INCOME 1SSUES

» ¢

Yision

Federal laws or rules frequently disregard a part or the total income of applicants and recipienis in
determining eligibility and benefits for assistance programs. Ofien, the swne ncome is treqied
differently in the AFDC and Food Stamp programs.  Such differences are incomprehensible to
recipients and difficult 1o adminisser.

é

Our goal is to adopt uniform equitable income disregard policies for the AFDC and Food Stamp
programs which are easy to understand, simple to administer and promote work ard educotion,
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I. Treatm f Lump Sum Income
nt Law '

Under Section 402(a)(17) of the Social Security Act, non-recurring lump sum income is considered to
be available to meet an AFDC family’s current and future needs. If the assistance unit's countable
income, because of receipt of lump sum income, exceeds the applicable State need standard, the unit
is ineligible for a period determined by dividing the total countable income (including the lump sum)
by the need standard.

The Food Stamp Act, at 5(d)(8), excludes from income non-recurring lump sum payments. Such
amounts, if not spent in the month received, are treated as resources.

Legislative Specificationg
For applicants and recipients:

(a) Amend section 402(a)(17) of the Social Securify Act (SSA) to exclude non-recurring lump
sum payments from income.

&) Amend both the SSA and FSA to disregard as resources, for one year from the date of
receipt, non-recurring lump sum payments that are reimbursements for past, current or future
costs or are intended to cover the cost of repairing or replacing assets.

{c) Amend both the SSA and the Food Stamp Act (FSA) to disregard the amount of any Federal
or State EITC lump sum payments as resources for one year from receipt.

Ratignale

Lump sum payments are treated completely differently in the two programs. Considerable
simplification for both the clients and workers can be achieved if the policies are consistent, Also,
current AFDC policy can result in hardship for families since they are supposed to conserve the
payments to meet future living expenses rather than to cover debts and other costs.

2. Treatment of Educational AssiStanég
Current Law

Several laws address the treatment of educational assistance for AFDC. Any educational assistance
provided under programs in title IV of the Higher Education Act or the Bureau of Indian Affairs must
be disregarded (P.L. 102-325, sec. 4798). A State must disregard payments made for attendance
costs under the Carl D. Perkins Vocational and Applied Technology Education Act (P.L. 101-392,
sec. 507(a). Under AFDC rules, the State must disregard educational loans and grants that are
obtained and used for direct educational expenses, such as tuition and books (233.20(a)(3)(iv)(B).
{Any of the educational assistance covering items in the State’s need standard is-counted as income.)
Also, States may disregard all educational assistance as complementary assistance that is for a
different purpose than AFDC (233.20(a)(3)(vii)(a)).

¥
Portions of income received under the Job Training Partnership Act and the Higher Education Act are

disregarded in the Food Stamp program. By regulation, such educational assistance provided on
behalf of the household for living expenses, food, or clothing to the extent that the funds exceed the
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vosis of wiltion and mandatory fees are pounted as income. {7 CFR 273.9(c)(1}v); 273(cH3);
273 273.9c)(SHD); and 373.9((c)(10) (k).

{a) Amend the Social Secueity Act and Food Stamp Act to 1tally disregard all educational
assistance received by applicants and recipients,

For a depemdent child recelving AFDC, the earned income of a full-time or pari-time swdent {not
emploved full-time) attending a school, college, or university, or ¢ course of vocational or technical
training designed to fit him for gainful employment is disregarded {402{a)}(8}{A) of the Social Security
Act). Ar State option, the carned income of a dependent child gpplying for AFDC may also generally
be disregarded. The earnings of minor parents attending school are not exchuded.

Effective September, 1994, the Food Siamp program will exclade the earnings of elementary or high
school students age 21 and under (FSA 5(3i(5); 7 CFR 273.9(c)(7).

{a) Amend the Social Security and Food Stamp Acts 10 conform Food Stamps to AFDC policy
and limit the disregards to elementary and secondary students up to age 19,

4, Freegular Income

No staruzory provisions address irregudar income for AFDC,  Rules permit States io disregard smalf,
nonrecurring gifts not 1o exceed $30 per jndividual per quarter (233.20(a)(3fivHE}.

The Food Stamp Act (Sec. S(d)(2}) requires the exclusion of income of 330 or less in a quarter per
household recelved too infrequemity or irregularly 1o be anticipated, The exclusion does nof apply
under retrospective budgeiing,

{a) Amend the Food Stamp Act to conform to AFDC rules to exclude inconsequential income not
in excess $30 per individual per quarter.

5. Treatment of JITPA In
ur w |
For AFDC, the income of @ de;?g}zdzz&g child which is derived from pariicipation in 0 JTPA program

may be disregarded. Earned income may be disregard for g perind up te six months per calendar
year. Unearned income may be disregurded indefinitely (section 402(a)(8){A)(v} of the S5A),



Wailarm Raform Logholithe Specificilions — continued

Under Food Stamps, training allowances from vocational and rehabilitution programs and JTPA
earnings are excluded, except income from on-the-job training programs under section 204(5) of title
IL. All OJT income of individuals under age 19 and under paremtat controf is excluded. (7 CFR
273.9(b) ()it} and (v); 273.9¢c) (10w

(a) Amend the Social Security and the Food Stamp Acts to disregard as income all training
stipends and allowances received by a child or adult from any program, including JTPA,

) Eliminate targeted earned income disregards so that the earned income from any on-the-job
traintng programs or from a job will be counted after the general earned income disregards
are deducted.

ITgh

Section 402{a}{28} of the Socid Security Act requires those States that deduct income from the need
rather than the payment stondard (fill-the-gap) now and in July of 1975 to provide a supplemental
payment to fariities who have less dispasable income because child support is paid o the child
suppaort agency instéad of divecily to the family.

Food Stamps ~ No such provision exists in the Food Stamp program.

AFDU rdes reguire earned in-kind income to be counted. As a master of policy. Statey may disregard
any unearned in-kind income, If the State elects to count unearned in-kind income, the amount
coumed is limited to the value of the itent in the State's need standard,

Under Food Stamps, in-kind benefits such as food, clothing, housing, produce are excluded. (FSA
Stdii): 7 CFR 323.9(c)(1)} ]

{a) Amend the Socital Security At o require States 1o disregard both carned and unearned in-kind
income, -

g:urrgn; !&&g

Np starutory provision excludes, for purposes of the AFDC program, allowances, stipends and
educational awards received by participants in a National Servive program esiablished under the
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National and Community Service Act of 1990, as amended by the National and Conmmunity Service
Trust Act of 1993,

!

The Food Stamp program will exchude from income National Service program benefits. The Nutional
and Community Service Act, o omended, specifies thot the exclusion in seciion 142(b) of the Job
Troining Parinership Act (JTPA} applies to National Service program benefus. Section 142(h) of the
FTPA provides that paymerts will not be considered as income for purposes of income yransfer and in-
kind gid furnished under any Federal or federaily assisted program based on need, other than Social
Security Act programs.

islativ sifigati
() Amend section 402(a)(8)(A) of the Social Security Act 1o disregard from the income of a
family allowances, stipends and educational awards received by volunteers participating in a
National Service Program under the National and Community Service Act of 1990, &8
amengded by the National and Community Service Trust Act of 1993,

7, UNDERPAYMENTS

Section 402{a)(22} of the Social Secirity Act requires State agencies to prompily take all necessary
steps to correct any underpayment. Regularions at 45 CFR 2323.20(a}(13) limit the issuance of
underpayments (both agency and client caused) to current recipicnts and former recipicnss wie would
be currently eligible if the error cau‘.s‘ing the underpayment had not occurred, As a result of litigation,
program policy alse permits States to issue underpayments 1o former recipients who would no longer
be currently eligible, The amount af the underpayment is not Liniited by the number of eligible months
covered,

Secrion 11{e}(11} of the Food Stamp Act provides that benefits are to be resiored 10 a household
requesting them if the benefits kave been “wrongfully dented or terminated,”™ The period for which
henefits are restored is limlred 10 one year prior to the date the Stare agency either receives a request
Jor restoration from the household or otherwise learns that a loss to the household occurred. The
Food Stamp ryle (7 CFR 273.17) aim prohibits the State agency from restoring benefits for a period
longer than 12 momhs. 1he rule raqu:res that benefits be restored even if the household is currently
ineligible, !

Vision
To provide clients with a rational and consistent policy in the processing of underpayments.
Legisiative Specifications

{3 Amend section 402(a}22} of the Social Security Act w conform to Food Stamp law by
requiring the issuance of agency caused underpayments to current and former recipients for a
period not in excess of 12 months from the date that the agency learns about the

underpayment. |

4
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. i
Rationale !
I

Since clients are responsible for reporrfng changes in circumstances that affect eligibility and benefits,
a 12-month limit on restoring lost benefits due to agency error reinforces positive behavior. The
change also achieves consistency between the AFDC and Food Stamp underpayment policies.

prohibition on underpayments due to client error) client advocacy groups are likely to object.

However, because the proposal represents a contraction of AFDC program policy (L.e., the j

8. TERRITORIES

Welfare Reform Working Group staff have met with representatives from Puerto Rico and the other
territories to discuss recommendations relative to the operation and funding of the territorial welfare
programs. These representatives, including staff from the territorial Congressional delegation,
recommended that we (1) eliminate the funding cap, and (2) extend SSI to the territories. In addition,
the representative from American Samoa believes that the territory should be permitted to operate an
Aid 10 the Aged, Blind, and Disabled (AABD) program and receive appropriate funding. The
representatives also asked that funding. for JOBS, child care, and the application of the time limit be
addressed. For example, Puerto Rico is concerned that the two year time will be difficult to enforce

in an economy with 18 percent unemployment.
[

A

Current Law !

Section 1108 of the Social Security Act.I permits the territories (i.e., Guam, Puerto Rico, and the
Virgin Islands) to operate the AABD and AFDC programs; American Samoa is only authorized to
operate an AFDC program. Funding for Child Care and Transitional Child Care is provided for
under the JOBS limit of entitlement. If the territory elects to operate these programs, it must also
have a title IV-E or Foster Care program. The territory must adhere to the same eligibility and
payment requirements as the States. The Federal government matches 75 percent of costs; however,
funding for the territories is capped. The caps are 382 million for Puerto Rico, $3.8 million for
Guam, and $2.8 million for the Virgin Islands. Between 1979 and the present, the caps were
increased once, by roughly 13 percent,

s

Vigion

To create realistic funding levels for the territories that are reflective of the current economy and
caseload. A mechanism that will provide occasional adjustments in funding levels will be developed
to replace the current burdensome method of petitioning Congress for adjustments.
\ :
islativ ification |

¥
(a) Continue to require the territories to operate the AABD, AFDC (including JOBS supportive
services) and Foster Care programs. Amend section 1108 of the Social Security Act to
increase the caps by an additional 373 percent and create a mechanism for indexing.

) The territories would not be required to operate AFDC-UP programs.

Ratignale

The number of public assistance programs funded under the current caps, coupled with only one
adjustment to these caps in 15 years, has seriously limited the territories’ abilities to provide, let
alone increase benefits. Benefit payments above the cap are financed 100 percent by the territories,
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resulting in situarions such as Guam's where the Federal share s roughly 40 percent. Puerto Rico
reports thaz, since 1987, AFDC caseloads have nearly doubled from 98,000 units to 183,000 units.
Further, beginning October, 1994, Puerto Rico will be reguired 1o extend eligibility to two-parent
SJamities. Puerto Rico estimates thar an additional 40,000 families will be eligible for AFDC due 1o
this provision, If match rates were determined by formula, as they ere in the States, the territories
wodd be eligible for higher match rates. Increasing the caps and providing @ mechanism for efficient
adjustments to those caps will not only continue to give terriitories the authority to operate pubtic
assistance progroms bul edequate means to do so as well {See Appendix A, Fact Sheet On The
Territories). .

9. DECELARATION OF CITIZENSHIP AND ALIENAGE

s

Current Law

Section 1137(d} of the Act requires, as zz condition of eligibility for assistance, a declaration in
writing by the individua! for, in the case of an individuol who is a child, by another on his/her behalf)
under penaity of perjury, stuting whether or not the individual &s ¢ civizen or national of the United
States, and, If such individual s not 6 z:;tzze:a or nationd of the United States, whether he/she is in a
satisfactory immigration stafus. ;

!
Vision ;
To bring the AFDC program into alignment with Food Stamps by allowing one adult member of an
applicant assistance unit to sign the declaretion of citizenship or alien stotux for oll members of the
unit, ; .

L

k

@ Amend the Social Security Act gby revising section 1137{d(1Y{A) a5 follows:
H .

(1A} The State shall require, a5 a condition of an individual’s eligibility for benefits under
any program listed in subsection (b}, a declaration in writing by the individual (or, in
the case of an individual who is a child or a spouse in a two parent unit, by another
on the individual’s behalf), under penalty of perjury, stating whether or not the
individual is a citizen or national of the United States, and, if that individual is not a
citizen or national of the United States, that the individual is in satisfactory
immigration status. |

]

Raﬁggnale :

The current requirement is adminisiratively burdensome as it requires vach eduli in the AFDC unit to
sign a separate declararion. This proposal will allow the adult payee or principal earner in an
assistance unit to declare on behalf of his/her spouse and children, thereby simplifving the application

and redetermination provess. This proposal would also provide consistency with Food Stamps.
H

i
10,  RECOVERY OF OVERPAYMENTS THROUGH FEDERAL TAX INTERCEPT
i

Current Law 3

Section 402{a){22} of the Social Set:z:riéz Act requires, as a condition for aid and services to needy’
Jumilies with children, a State plan which must provide that a State agency will promptly take all
i
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necessqry Steps 10 COrrect any overpayment to any individual who s ao ionger receiving ald under the
plan. Recovery shall be made by appropriate action under Stare law against the income or resources
of the individual or the family. R

Visi

T allow State agencies to recover AFDU program overpayments through the use of a tax intercept
program in coordination with the IRE. A 50% match rate 10 cover odministrative costs will be
provided.

)] Amend section 402(a)(22)(b) of the Social Security Act to permit State agencies to coordinate
with the [RS to intercept Federal Income Tax Returns for the collection of oulstanding AFDC
overpayments, provided they pursue other means of collection under State law prior to using
the Federal tax intercept program. The ax intercept recovery method would only be used to
regover overpayments made to individuals who are no longer recsiving aid under the plan,

) The administrative costs would have & 50% Federal match rate for State contributions.,

Ragionale

Currently States have the awthority to intercept State tax refunds but are unable to do 5o if the
averpaid individual moves 1o another State. A Federal system would aliow Stutes o colfect from
individuals, regardless of their State of residence. FNS has been running an IRS rax intercept
program @y a demonstration project since 1992, The program Ras proved to be very effective in
colfecting owtstanding overpayments, so much so that FNS has expanded the demonsiration every year
to include morg States. A S0% match for administrative costs supports the Administration’s
phtfosophy that the administrotion of the AFDC program should be an equal Federal/State
partnership.
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B. REGULATORY REVISIONS

- ,
The effort.compromise’ard time involved in making statuwtory revisions and amendments make the
identification of Feforms that can be implemenied with comparative ease through regulatory
wnendment and revision ¢ must, The following proposals, while few in number, will provide for more
timely reforms and allow States 1o at Ieast begin to simplify and streamline assistance programs while
the broader reforms are addressed by Congress.

1. MICROENTERPRISE EXPENSES (SELF-EMPLOYMENT)

Current Reouirements

In the AFDC program, the rules (45 CFR 233.200a)(6)(VI(B)) provide that profit from self-employment
fe.2.. microenterprises) is derived from subtracting business expenses from gross receipts, All the
earned income disregards (Section 402(a)(8)) are applied to the profis the same as income from
wages. Allowable business expenses are those directly related 1o producing goods or services.
However, the following expenses are not allowed: depreciation, purchases of capital eguipment,
payments on the principal of loans for capiral assets or durable goods, personad wransperiation, ond
personal business or entertainment expenses. A State may designate an objective flat amount or
percentage for self-employment business expenses, but must allow higher gotual Costs.

The Food Stamp program excludes from income the cost of producing self-employment income. The
rules (273. 1 (a)(4)(3)} List the following examples of the specific costs that shondd be excluded: the
identifiable costs of labor, stock, raw material, seed and fertilizer, inferest paid te purchase income-
producing property, insurance premivms, and taxes paid on income-producing property. The
Jollowing expenses are nor excluded as costs of doing business: payments on the principal of the
purchase price of income-producing real estate and capital asseis, equipment, machinery, and other
durable goods; ret losses from previous periods: and depreciarion.  In addition, Federal, State, and
tocal income taxes, retirement monies, and other work related personal expenses (such as
transportation o and from work} are not allowed because thexe expenses are accounted for by the 20
percent earned income deduction in Section 273 9(d)2).

! ificati

{a) Change the Food Stamp and the AFDC regulations to provide a deduction of the amount of
depreciation or the actual oost of purchasing the asset as claimed for tax purposes, or if none
yet cizimed according to State criteria.

) Delete current language in AFDC regulations to conform with Food Stamp rules by adding
examples of specific costs of producing self-employment income, such as the identifiable costs
of fabor, stock, raw material, interest paid to purchase income producing property, insurancs
premiums, and taxes paid on income producing property.

Ratipnale

A comparible AFDC/Food Stamp exclusion for business expenses, including a deduction for
depreciation or actual the actual expenses of necessary assers, would resulr in greaier effectiveness,
clarity and efficiency in the administration of both programs. The change would encourage self-
employment, self-sufficiency and recognize the legitimate cost of doing business. Allowing the
eligihility worker to recognize business deductions as cloims by the individuad for income tax parposes
wordd simplify such calcdations.
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2. BOARDER INCOME
T iremen

Under the AFDC program, neither ti:e stanae or rafes address allowable cosis of business income
received from boarders. Under program policy, a State may designate a flat omount or percentage
Jor self-employment business expenses. However, the State nuist allow higher documented ¢osts.

The Food Stamp Act is also siient on specific procedures for determining the income of households
with self-employment income from boarders. However, the House Report which accompanied the
Food Stamp Act of 1977 (LR, 95464, page 38} indicates Congressional intent thar the cost of doing
business for boarder income be calculated "for purposes of administrative ease, at a fixed rate or the
value of v monthly coupon aflotment for a one-person household ™ for eack boarder. The report alio
indivates Congressional intent that actual costs be allowed, but the cost exciusions from income
cannot exceed the income received,

Section 273, 11(b)(1} of the Food Sramp rules provides procedures for colculating the income received
Jfrom boarders hased on the legistative history comtained in the Food Stamp Act. Invome from
boarders includes all direcr payments 1o the household for room gnd megls, including contributions 1o
the household’s shelter expenses. The cost of doing business is either {1} the maximun allotment
amount for a household size that is equal 1o the mumber of boarders or {2) the actual documented cost
of providing room and meals, if that cost exceeds the maxinun olfotment amount. I actual costs are
used, only sepuraze and identifiable costs of providing roont and meals to boarders can be excluded,
The excluded costs cannot exceed the amount of income received.

{a) Meodify AFDC and Food Stamp rules to permit States the option to allow a flat rate, a
percemtage, or either the maximum allotment for a household of the same size a3 the number
of boarders in the thrifty food plan or the actual documented cost, if it is higher than the
allotnent. The same procedure would be adopted for each program.

Rationale
A uniform AFDC/Food Stamyp pafz'aj in calculating boarder income would result in greater
effecriveness and efficiency in the adminisiration of both programs.

3. REPORTING AND BUDGETING

One of the major complaints ahout the differences berween the AFDC and Food Stamyp programs Iz
that the programs use different pericds 1o determing benefits for the current month and require 100
much reporting of changes in circumstances.  In o transitionad program where more recipients may
have fluctuating income, the reporting burdens on reciplents, the fuctuations in bengfit amounts, and
the constant need for case worker recalcidations of benefits would impose complexity on all parties
invedved,
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Current Requirements
{A)  Manthiy Reporting and Budgeting Requirements

Both AFDC and Food Stamps permit States to adopt monthly reporting reguirements and 1o use either
retraspective or prospective budgeting to determine the benefit amounis for some or all cases, Yet
there are some differences in application. For example, the Food Sump Act permiis reiraspective
budpeting of non-monthly reporting cases, while the Social Security Act does nat.

Under a monthly reporting ¢ Snective goting system, families report income and other case
circumstances gi@ry m:z:f: m‘zetizer or noi a cfwage affecting eligibility and payment amounts has
occurred since the previous month. This information, as well as any supplementary report of a
change in circumstances, i used to determine continued eligibility and 10 determine the amount of
assiztance based on a pripr month’s income.

Under a prospective budgeting svstem, eligibility and benefit amounts are based on a projection of
income and cfrcamtanees that wxl! exist in the month for which payment is to be made, The Food
Stamp program by regulation and statute is more prescriptive in how the estimates are 1o be made,
The AFDC rules are not comained in Statute and provide States more flexibilizy in making the
estimate,

{B)  Effective Date of Reported Changes

Both proprams resudire families to report changes in circumstances. In AFDC, States must establish
procedures for timely and accurate reporting of changes that affect eligibility and amount of
asstsiance. Any change ix effective in the monh it occurred. Food Stamp rules allow for a tolerance
in which o change of tess than $25 per morah does not have to be reported and the rudes governing
the effeciive date of any change give the recipient and agency thme to report and act upon the change.

) Earned Inceme Penaltios for Fallure to Report

Both programs impose earned income deduction penglties when recipients foil to report timely. Under
the AFDC program the penclty is applied whenever a recipient fails to timely report without good
cause. In the Food Stamp program, the penalty is applied to any portion of income the recipient
willfully foiled to report.  In AFDC the penaity applies to the $90 work expense disregard, the child
care disregard and the $30 and 1/3 earned income disregard provisions. Under the Food Stamp
program, she penalty is applied by not disregarding the 20 percent earned income deduction to any
portion of the income that the recipient wilfully failed to report.

{D)  Recertificstion Period

in the Food Stamp program, recertification of efigibility is mandatory and must sccur every one 1o
twelve months {depending on the characteristics of the household) under specific procedural rides, In
AFDC, redetermination of eligibility nust occur every six 10 12 months according to State estallished
procedures. Unlike AFDC, foud stamp benefits qutomatically terminate when the certification period

expires.



{a) Allow States 1o continue 1o use retrospective and prospective budpeting. Require recipients to
timaly report all significant changes in circumstances affecting eligibility or the amount of
assistance,

{b) Reguire the State to make timely adjustments to benefits, both up and down, when significant
changes in income and other factors are reported by the recipient. Significant changes in
income include getting or losing employment, promotion, permanant changes in hours
worked, etc, Non-permanent fluctuations in income {overtime, ahsence} are not considerad to
be significant.

{e) Overpayments would not occur where recipients report timely and the agency makes
adjustments no later than the second month afler the month in which the change ocourred,
suhiect 1o notics requirements.  These specifications closely conforms to current Food Stamp

program policy.
Rationale

These proposed administrative rules will sipnificandy simplify benefit calculation pracedures for joing
AFDCHFood Stamp households. By rationalizing the procedures in benefit determination and
calculation, workers and recipients will benefir through less paperwork processing awnd time spent on
recalculating benefits because of fluctuations in income. The rules maintain ¢ halance berween
assuring benefits are accurately determined by reducing the carrent complexities retaining the
appropriate level of responsibitities on recipients to report information.

4. AUFOMORILE RESOURCE LIMIT
Frémn i 1y

The Secial Security Act provides for the exclusion of 30 much of a family member's ownership interest
in one aumnobile ox prescribed by the Secrefary. That exclusion is set by regulation at $1500 equity
value {or a tower limit set by the State} in one vehicle with any excess equity value counted toward
the 31,000 AFD resource limit.,

The Food Stamp Act provides for the total exclusion of vehicles thar are used over 30 percent of the
time for incomeproducing purposes; annually producing income consistent with their FMV; necessary
Jor long distance sravel for work {other than daily commuie); wsed as the household’s home; or
needed 10 transport @ physically disabled household member. For the following vehicles, the amount
of the FMV over $4,500 is counted as 6 resource: one per household (regardiess of usel; and vehicles
used for work, training or education to prepare for work in accordance with jood stamp employment
and training requirements. For all other vehicles, the FMV over 34,500 or the equity value,
whichever is more, iz counted as a resource.

Vist

Refiabie transportarion will be essential 1o achieving self-sufficiency for many recipients in a rime-
limited program. Because a dependable vehicle is imporrant to individuals in finding and keeping a
job, particularly for those in areas withowt adequate public transportation, both the AFDC and the
Food Stamp programs need a conforming automobile resource policy that supports aegudring relioble
vehicles. This proposal would simplify the auiomabile resource policy by conforming the program
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rules and reducing the unnecessary complexity and confusion for program administrators in both
programs. ‘

Resulatory Specification

(a) Exercise Secretarial authority and amend the regulations to increase the AFDC automobile
limit to an equity value that is compatible with the current Food Stamp FMV limit with the
goal of assuring that a vehicle will meet the requirements of both programs.

Rationale

This proposal attempts to bring a level of conformity between the two programs that would eliminate
some of the administrative complexity involved with valuing vehicles under varying criteria and would
result in greater effectiveness and efficiency in the administration of both programs.

5. VERIFICATION

Current Reguirements

Food Stamp law and regulations include specific requirements for verification and documentation of
information needed for eligibility and benefit determinations. Food Stamp regulations mandate
verification of wtility and medical expenses (wWhen actual is claimed), identity, residency (address),
disability and household composition. In the AFDC program, the Act and regulations do nor address
how verification is to occur but State procedures have generally conformed to the verification policy
outlined in the Federal quality control manual.

Under the Food Stamp Act (FSA) (sections 11(ej)(3),(9}) and Social Security Act (Act) (sections
402(a)(25) and 1137), income must be verified through the Income and Eligibility Verification System
(IEVS). The State must request wage and benefit information for from the State Wage Information
Collection Agency, the Social Security Administration, and the agency administering Unemployment
Insurance Benefits. Unearned income information must be requested from the Internal Revenue
Service. Both programs are also required by law to verify alien status through the Immigration and
Naturalization Service’s Systemic Alien Verification for Entitlement system.

Both programs review the accuracy of eligibility decisions and benefit amounts through quality control
systems, with the intended result that much information is verified at application and at recertification
to avoid errors. States may, in both programs, adopt other verification requirements.

Vision

Federal computer matching and verification requirements are often burdensome for both clients and
eligibility staff. Even where States have flexibility, the emphasis on payment accuracy and the
potential for fiscal quality control penalties have often resulted in unnecessary documentation, delays
in benefits and improper denials and terminations. Yet, to assure the public that their taxes are being
spent to serve only those in need, verification will continue to be a critical component of the new
system for delivering assistance to families. Stares must be afforded the flexibility to simplify
verification procedures, while assuring program integrity through minimum standards.

]
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{a) Exercise current Secretarial waiver authority and amend regulations so that:

)] States may choose the verification systems, methods and time-frames for action;

{ii) States may choose the computer matching activitiss that ars most effective provided
that the alternative match or verification process 8 just as effective as those required
IEVS and SAVE; and

{iif}  Statex may verify additional factors of eligibility.

{iv}  FNS will continue to have authority to verify additional factors that relate to the Food
Stamp program only, such as actual medical costs.

B) Verification methods, systems, and time limits will be included in the State Plan,
Ratipnale

States will welcome the increased flexibility provided by this proposal and be able 1o streamline their
verification gtivities, saving time and paperwork. At the same time, the Siae plan approval process
will ensure adequate protection of client righty and program inregrity without resericting State
flexibility.

6. TREATMENT OF GOVERNMENTAL SUBSIDIES

Current Requirements

Under Section 302{)i73{CH00 of the Social Security Act, States may count housing or rent subsidies
as income., The amouwnt that may be counted cannot exceed the amount for shelterfutilitiey included in
the State’s payment standard {233 20{a)(3}(xil}. Few States count the payments as income,

Under Food Stamp regulations {7 CFR 273.9(ci{1}), vendor pavments to lavdlords are excluded as (o e
income. Payments 1o households and vendor paymenis to utility providers are counted as income. In ,rpo
the Third Circuit, the Court has held that HUD wtility payments are excluded as-energy assistance. MU'

Regulatory Specifications !
(a) FNS wili amend Food Stamp regulations to exclode HUD utility payments.
7. OTHER RESQURCE EXCLUSIONS

{3) Burial Plgts: Propose regulations to amend the Social Security Act to totally exchude one
burial plot per family member to conform to the Food Stamp policy.

* TP E3E g ey
L4

Burial Plansy: Propose regulations to totally disregard one funeral
member,

Funeral Apreements
agreement per family

(b}
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LR TREATMENT OF INCOME FROM COMPLEMENTARY PROGRAMS

Cureent Law

Under AFDC regulations, States may disregard assistance from other agencies and organizations that
are for a differant purpose (complementary) than AFDC and do not duplicate needs already met in the
need stamcdard, {45 CFR 233.20ia){3){(vii)

With specified exceptions, the Food Stamp program disregards cash donations based on need to the
howusehold not 1o exceed 3300 in any one quarter from one or more charitable organizations, (FSA
343, (k) 7 CFR 223.96), {c)(13).

{a) The Secrstary of HHS will consider adopting the current Food Stamp policy.
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SUGGESTED PERFORMANCE STANDARDS IN WELFARE REFORM

When considering how States will respond to the JOBS/WORK performance standards, it is extremely
important to think of all the suggested performance measures as one system or package. This is
particalarly eructal for determining the level of incentives or penalties for each of the measures and
the funding stream 1o which they are applied. To assist in moving in this direction, the following is a

itst of performance measures that are currently "on the able.”

JOBS/WORK Service Delivery Measures

H

2}

(33

4}

Population Coverage Rate in JOBS. D em;.} &

We propose an 85% standard with a 5% +/- tolerance. For each two percentage poinis

increase above 90%, the state would receive an additional 1% percentage point increase in - W\-‘Mv
FEP for AFDUC benefits for the mandatory JOBS caseload up 1o a maximum of 2 3% positive

incentive, For cach two percentage paints below 80%, the FFP would be reduced by 1%

percentage points up to a maximum $% negative incentive {2 reduction in the FFP of 5%},

There would be no change in FEP for those covering 80 to 90% of tite applicable caseload.

Service Continuity Rate in JOBS. fes s

We propose 2 similar positive and negative incemtive package as for (1), coverage raies, with pnt A &
a standard of 353% with a 5% /- tolerance. For each three percentage point increase above

40% , the state would receive an additional 1% percentage point increase in FFP for ARDC '\ﬁ}
benefits for the mandatory JOBS caseload up to a maximum of a 5% positive incentive. For
each three pereentage points below 30%, the FFP would be reduced by 1% percentage points
up t¢ 2 paximum 5% negative incentive (3 reduction in the FFP of 5%). There would be no ¢
change in FFP for those covering 30 to 40% of the applicable caseload. { o

The total incentive payment 1o a siate for #1 grad #2 combined cannot exceed more than the 1
200#
I percenr of toral AFDC benefits 16 a stase, b Ade

A WORK Participation Rate standard.

A standard of 80% is proposed (an average of &) percent of mandatory WORK clients must
be in a WORK assignment each month} unless this standard is otherwise waived for a
particufar state. For proportion of caseload below this rate, & 50 percent reduction in the FPF
for their AFDC benefits is proposed, using the State average AFDC benefit level rather than
actual benefit paid, if standard i3 not met. Only those in the WORK program for (wo
calendar years or less are included in the caloulation,

General Stare Bffort standard For Spending Entire JOBS/WORK/Child Care Capped
Allocations, ¥

Assuming the maich rate for JOBS/WORKI/Child Care is JOBS FMAP+4, a 6 percentage
point increase in FFEP for these capped allocations is received if specified criteria are met: {1}
Operating program for non-custodial parents using § percent of JOBS and WORK money, (2) Mo
Meeting a transitiona! child care performance standard of 15 percent in the first year, and
increasing 5 percentage points in each subsequent vear. The denominator of thig rate is the
number of children in child care whose parent is in JOBS or WORK. The numerator is the
number of children in child care covered by TCC, (3) Spending the emire
JOBS/WORK/Child Care capped allocations are spent.

It is proposed that this provision be in effect for six calendar years, with the match rate for
these programs being set at JOBS FMAP + 8 at that point.



JOBS/WORK Pregram Compliance Measures

4

(3}

Cap on JOBS Prep and JOBS Extensions. .

We propose that there be no FEP for any cases in JOBS Prep above the CAP in JOBS A*qu?
extensions above the cap unlesy the state has submitied 2 proposal 1o the Secretary to raise the

CAP or the Secretary has already granted such a waiver,

Accuracy of Clock and Dats Quality,

Not eligible for any earned increase in FFP based on surpassing other performance standards
(e.g. (1), (2), and (4)] if these standards are not mat. These standards shall be set by
regulation. '

Child Sopport Enforcement Performance Measures and Incentives

{6}

&

{8)

%

For paternity establishment, performance-based incentives will be made to each State in the
form of increased FFP from | to §%. The incentive structure determined by the Secretary
will build on the performance measure so that States that excel will be eligible for incentive w,,)oam:

payments. Sanctions for failure to meet gpecified standards are the same as current law, 15%

-~ .
Wit?zin@ of the date of the initial cooperation requirement, a State must either impose V"’ l;%
a sanctidi for non-cooperation of must establish paternity. The State will not be eligible for 1o
AFDC FFP for the number of cases in which the mother has met cooperation requirements over % il
and a paternity has been established, The Secretary shall define in regulations a tolerance 7
level for this provision which shall not exceaf the State’s mandatory cases that need :

paternity established.

States are eligible for an increase in FEP ranging from | to 10 percent for overall ¢hiid
support services, based on such factors as:

« the percentage of cases with support orders established;

- the percentage of overall cases with orders in paying status;

- the percentage of overall collections compared with amount due; and

-~ ¢ost effectiveness. :

All incentives will be based on & formuls (o be determined by the Sectetary and incentive
payiaents must be reinvested back into the child support program.

States/jurisdictions which operate a unified ¢hild support system are eligible for an additional
FFP of 5% (for a total of 80%}. The requirements for what constitutes a unified program are 33_?
specified in stabute.
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PERFORMANCE MEASURES PROPOSAL

BS Law f
| 3

Under the SSA section 487 [FSA Section 203(1:)] not later than Qctober lst 1993, the Secretary of
Heaith and Human Services shall: t

(1) in consultation with the Secretary of Labor, representatives of organiiatiﬁns representing
Governors, State and local program adminisirators, educators, State job training coordinating
councils, community-based organizations, recipients, and other interested persons, develop
performance standards with respect to the programs established pursuant to this part that are based, in
part, on the results of the studies conducted under section 203(¢) of Su{:h Act, and the initial State
evaluations (if any) performed under section 486 of this Act; and

2} submit histher recommendations fc;r performance standaeds developed under paragraph (1) to the
appropriate committees of jurisdiction of Congress, which reconunendations shall be made with
respect to specific measurements of outcomes and be based on the degree of success which may be
reasonably expected of States in helping individuals to increase sarnings, schieve self-sufficiency, and
reduce welfare dependency, and shall not be measured solely by levels of activity or participation.
Performance standards developed under this subsection shall be revtzwed peno:fzca ly by the Secretary
and modified to the extent HECessary.

H
i

Participation rate for ali AFDC recipients vequired to partivipate in 5035; {45 CFR 250.74(b) and
250,78} - For Fiscal Year 1994 the required participation rate is 13%. This is fo ensure that 2
minimum proportion of the AFDC adult population is participating at 2 meaningful {significant] level.

Participation rate for AFDC-UFR recipients (45 CFR 250.74(c) ~ For Fiscal Year 1994 the required
participation rate is 40%. This is to easure that 8 sminimum proportion of the AFDC-UP principal
wage earners or their spouses engage in work activities. E

Target group expenditures (45 CFR 250.74(a)(1)) - At least 55% of a State’s JOBS expenditures must
be spent on applicants and recipients who are members of the State’s target populations as defined at
45 CFR 250.1. This is to ensure that the hard to serve are served by requiring that 53% of IV-F
expenditures are spent on the target groups defined in the statute or, if differeat, approved as a part of
the State’s JOBS plan. :

Current Data Reporting System

The JOBS Case Sample Reporting System {CSRS) was established to meet some of the reporting
requirements mandated by section 487 of the Social Security Act. However, the data necessary to
establish participation rates is collected through both CSRS and aggregate hard copy. Only data
necessary o estzblish the numerator for overall participation is collected through CSRS. The
population from which each state must draw its sample {or in liea of drawing a sample, the State may
submit the entire population sach month) is defined as the number of JOBS participants that were
engaged in gt least one hour of activity in an approved JOBS program component during the sample
month. In addition to JOBS program data, & Hmited amount of dem{}gfaphzc data and child care data
is also required 1© be submitted.

F

b

!
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Current OC Law

Under saction 408 of the Social Security Act, States are required 10 operate a quality control system
in order to ensure the accuracy of payments in the AFDC program. States operate the system in
accordance with time schedules, sampling methodologies, and review procedure prescribed by the
Secretary. The law defines: what constitutes & payment error; how error rates and disallowances are
calculated; the method for adjusting State matching payments; and the' administrative and judicial
reviews available to states subject to disaliowances beoause of error rates in excess of the national.
standard {(i.e., the national error rate for each year), ¢

The AFDC-QC system functions primarily as 2 monitoring/auditing system. s primuacy purpose is to
establish the correctness with which payments are made to AFDC cases in cach State. Subsequent to
the establishment of this systens, which is a subsystem of the National Integrated Quality Control
System (NIQCS), OMB required additional AFDC data be collected o replace the biennial survey of
AFDC families that had been in place through 1979, The AFDC-QU system also obtains the data
necessary to produce the publication entitled "Characteristics and Financial Circumstances of AFDC
Recipients.” The AFPDC-QU system is not used to meet any of the reporting requirements for the
AFDC pregram.

Vision

We envision an ouicome-based performance measurement system that consists of a Hmiied set of broad
measures and focuses State efforts on the goals of the transitional support system ~ helping recipients
become self-sufficient, redacing dependency, and moving recipients into work,  The gystems wourld be
developed and implemented over time, as specified in statute,  Until o system incorporating outcome-
based standards can be put in place, State performance will be measured against service delivery
measures as specified in statute. These service delivery standards would be used to monitor program
implementation and operations, provide incentives for timely implementation, and ensure that States
were providing services needed to convery welfare o a transitionad support systers. The current
targeting and participation standards would be eliminated (see draft specifications on JOBS/Time-
Limits/WORK).

Interested parties will be included in the process for determining performance measures and
standards. The new service delivery measures for JOBS would look over time to see thar individuals
subject to the time limit are getting served by the program and that a substantial portion of such cases
are being served on an ongolng basis. For teen parents, ¢ measure would be established o examine
whether they are receiving case management services, As soon as WORK program requirénients
begin 10 take effect {l.e., two years after the effective deate of the start of the phase inj, States would
be subject to a service delivery standard under the WORK program. Until awiomated systems are
operational and reliable, State performance vis-a-vis these service delivery measures would be based
on information gathered through case-record reviews.

Within g specified time period gfter enacement of this bill, the Secretary will develop a broader system
of stendards whick incorporates measures addressing the Stases’ success in maving clients toward self-
sufficiency and reducing their average tenure on welfare,
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{b)

)

()

{e)

(0

(a)

i

fn accordance with the effective dates specified, in order 1o assess State performance, the
Secretary shall enact an outcome-based performance standards system that will measure the
extent 10 which the program helps participants improve their self-sufficiency, their
independence from welfare, their labor market participation, and (perhaps) the economic well-
being of children. As specified below, the Secretary shall first dovelop outcome-based
performance measures and then shall ke steps to set expected standards of performance with
respect to those measures. The system will als0 include performance standards for measuring
the extent 10 which individuals are served by the transitional support system (e, service
delivery standards),

The current quality control system shall be revised to reflect the new performance standards
system (see section on Revised Quality Control for specfﬁca:lans},

The Secretary shall publish annually State-level data lndlcatlng State performance under such
# gystem,

Amend Sec. 487 (b} to read: The Secretary may require States 16 gather such information
and perform such monitoring functions as are appropriate to assist in the development of such
3 performance measurement system and shall inchxde in regulations provisions establishing
uniform reporting requirements for such information,

In adopting performance standards the Secretary shall use appropriate methods for ohtaining
data as necessary, which may include access o caraings records, State employment security
recoeds, State Unemployment Insurance records, and records collectsd under the Federal
Insurance Contributions Act (chapter 21 of the Internal Revenue Code of 1986); drawing
relinble statistical samples and revising QC reviews of AFDC payment and case information;
and using appropriate safeguards to protect the confidentiality of the information obtained,

The Secretary shall, in consultation with appropriate interested parties, review and modify the
performance measures and standards, and other components of the performance measures

system periodically as appropriate.

By June 1, 1993, for the purposes of enacting a performance measurement system, the
Secratavy will presest recommendations on specific outcome-based performance measures
{with proposed definitions and data collection methodologies) and shall solicit comments from
the Congress, Secretaries of other Departinenis, representatives of organizations representing
Governors, State and local program administrators, sducators, State job training coordinating
councils, eommunity-based organizations, recipients, and other wnterested persons (hereinafter
referred (o as interested parties),

The racommendatlons sha]l mdude ths percentage of lhe ca&eiaad __wh\a' _reach ihe 2-year i;mcv

include 'Ewt {hall not be hmlted to measu fes wh lch cxamme

{ factors used in section 106 of the Job Training Partnership Act and any subsequent
antendments such as placement and retention in unsubsidized employment and a
reduction in welfare dependency; and,



g}  other factors as deemed appropriate be the Secretary.

T {e) Based on comments from the interested parties, the Secretary will finalize the measures by
January 1, 1998, and publish the measures in the Federal Register.

(a} By June 1, 1996, for the purposes of snacting outcome-based standards, the Secretary, in
consultation with interested parties, shall present recommendations for performance standards
based on the performance measure mformation {as specified above) and other appropriate
information. :

) Based on comments from the interested parties, the Secretary will finalize the standards that
will be published in the Federal Register by January 1, 1997,

() The Secretary shall amend in regulations the penaitics and incentives in accordance with the
proposed standards as appropriate and shall implemuent the additional performance standards
by June §, 1997, g

4. i iy and
Yision:

Yo ensure thar welfare systems are refocused on self-sufficiency efforts, the new performance system
will provide for awards and penaities for State performance through adjustments 1o the State’s claims
Jor AFDC payments, These measures are designed 1o provide positive and negative incentives to
- States 1o serve recipients under the new transitional system and 1o monitor program aperations.
States would be subject 1o financial incentives she following areas: coverage rate in JOBS, service
continuity rote in JOBS, and participation rate in WORK. In addition, the caps on JOBS extensions
and pre~JOBS assignments, State’s accurare keeping of the nvo-year clock, spending entire allocations
in conjunction with provisions regarding the use of transirional child care and programs for non-
custodial parents are considered service delivery standards. !

{4} Upon enactment of this act, the Secretary shall implement semce delivery MCASUTES for
purposes of accountability and compliance.

&) States shall begin reporting and validating data for service detzvery measures ao fater that than
6 months following the effective date of the new JOBS/WORK provisions i 2 manner 1o be
prescribed by the Secretary. States shall be subject to service delivery standards upon the
effective date of the new JOBS program.

(¢} Rate of coverage in JOBS: To maximize the number of welfare recipients who become self-
supporting, it is important for JOBS programs to serve thelr entire mandatory caseload. To
measure the extent to which programs work with the entive mandatory caseload in ways
deemed appropriate, Sfates are expected to meet 2 coverage rate. This rate specifies the
extent to which 2 program involves or covers individuals who are mandated for the program
{not including those assigned to JOBS Prep} within 4 specified period. A program is
considered to have covered individuals if they participate in activities, are employed, leave
AFDC, or are sanctioned. The coverage rate is a longitudinal rate that requires tracking a
previously entered cohort of clients. In the caleplation of this rale, the denominator consists
of the JOBS mandatory caseload receiving assistance (1.¢., excluding those in the JOBS-Prep
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status). The numerator consists of those in the denominator who either participate in program
activities, are employed, leave AFDC, or are sanctioned within a specified period (such as 6
or 12 months). The definition of parricipation will be specified in regulation.

An B5% standard with a 5% </~ tolerance is proposed. For each two percentage point
increase above 90%, the state would receive an additional 1 percentage peint increase in FFP
for AFDC benefits for the mandatory JOBS caseload np to a maximum of a 5% positive
incentive. For each two percentage points below 80%, the FFP would be reduced by one
percentage point up fo a maximum 3% negative incentive (a reduction in the FFP of 5%).
There would be no changs is FFP for those covering 80 o 90% of the applicable caseload.

Rate of service conlinuity in JOBS:

To ensure that welfare reciplents receive services for as much time as possible 'when their
clock is running, states are expected to mest 7 service conlinuity rate. This rate specifies the
proportion of time individuals participate when their ¢lock is running and seeks o minimize
the amount of down time where individuals are not assignad to and participating activities.

This rate consists of g two-part caleulation

] For each individual in the JOBS mandatory caseload (or a representative
samplel, & rate is calculated where the length of time the individual's clock
was running is the denominator; the length of time the individual was both
assigned 1o and participating in program activities is the numerator, The rate

would be caleulated over a specified period, such as 8712 months. (The . 47
definition of participation will be specified in regulation, to engurs some Tt 9*‘)‘-‘”"%
minimum level of service.) \ P shar

(i}  From this, the proportion of individuals whe were participating 50 percent or
more of the time thelr clock was running is calculated. '

The performance standard for the service intensity rate is §§ percent with 2 5% +/- tolerance
- that is, 33 percent of the mandatory casetoad must participate at least 50 percent of time
their clock 1s running. For each three percentage point increase above 40%, the state would
receive an additional one percentage point increase in FFP for AFDC bensfits for the
mandatory JOBS caseload up to a maximum of a 3% positive incentive. For each three
percentage points below 30%, the FFP would be reduced by one percentage points up to a
maximum 5% negative incentive (a reduction in the FFP of 5%). There would be no change
in FFP for those covering 30 to 40% of the applicable caseload, 7The rofal incemtive payment
to a state for coverage and continuity combined cannot exceed more than 1 percent of the
totad AFDC benefits 1o a state.

PGSSIBLE OPTION:

In addition, to ensure that welfare recipients atiend their assigned activities for as much tume
a8 possible, States could eventually be required to meet a service intensity rate {this rate
would be implemented a later specified date). It is proposed that the implementation of this
measure he delayed given the number of other standards being imposed and the more difficult
data coilection for this item, This is a measure of the proportion of scheduled hours
individuals actually participate in activities. This service intensity rate would consist of a
two-part caleulation:

{]] For each individual in the JOBS mandatory caseload (or a representative
sample) who attended 2 program activity, a rate is calculated where the
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number of hours the individaal is scheduled for activities is the denominator.
The number of hours the individual participated in program activities is the
numerator; the rate would be caleulated over a specified period, such as BI0F
12 months.

(i From thig, the proportion of individuals who were participating 50 percent or
more of the time they were scheduled for activities s calculated.

of their scheduled ?zezzrs

WORK Program Participation Rates: Sistes will also reeive financial incentives for
meeting the following participation standard in the WORK program. To ensurg that
individuals who reach the thne himit are assignad (o work slots, States would be expeoted to
meet a WORK participation standard, The WORK performance measure would take effect
two years afier the effective start date of the phase-in. To meet this standard, States are
required to meet the fower number of "filled” WORK siats, either:

i The number required so that $ percent of those who reach the time limit are assigned {l““!
10 4 WGRK siet To eaicz_i?aze this number, on a monthly basis averaged over 2 S e

at or beyond the time fimit. This is the number of work slots required to be f’zikxi, on i
IOGE 2 months, )

QOply individuals who are in the WQ pmgggm.ferm calendar years or less are
indhfded ifthe WORK perfirinanice O, :

G

e el 16 Syaies b i be doveld Py gy dho s |
WOR program f()r WD calendar y !ess are 1:@;{6&! in‘the WORK AW Y
rfofmance. measdre—" ﬁt%ih s

For the WORK participation rate, a standard of 80% is proposed {an average of 80 perceat of
mandatory WORK clients must be in 8 WORK assignment each mornth) unless this standard is
otherwise waived for a particular state. For proportion of caseload below this rate, 3 50 i
percent reduction in the FFP for their AFDIC benefits is proposed, using the State average ‘
AFDC benefit level rather than actual benefit paid, if standard is not met, Ondy'thosen the

WOW for two.calendar years orteij_are mclude{/n zhgfcalqulati"ga
General State Eifort standard or Spcnding Entire JOBS/WORK/Child Care Capped ) @

=

Allocations,
Assummg the match rate for JOBS/WORK/Child Care is JOBS FMAP +4, a 6 percentage
point increase in FEP for these capped allocations is received if specified criteria are mat:

(i) Operating progeam for non-custodial parents using § percent of JOBS and
WORK money,

{ii} Meeting a transitional child care performance standard of 15 percent in the
first year, increasing § percentage points in each subsequent year, The
denominator for this rate is the number of children in child care whose parent
is in JOBS or WORK, The numerator is the number of children in child care
covered by TCC.

{iii}  Spending the entire JOBS, WORK, and Child Care capped allocations.
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(k)

0

It is proposed that this provision be in effect for six calendar years, with the match rate for
these programs being set at JOBS FMAP + 8 at that point.

States are not eligible for increased FFP for any service delivery measures if the Secretary
determines: i

{5 the accuracy of a State’s time-clock fails the threghold standards for time-clock
accuracy {as defined subsequently in the QO section); and/or,

{ii) data reported by a State fails the threshold standards for data quality {as defined
subsequently in the QU section).

Cap on JOBS §

It is proposed :?z ﬁzeze FF?‘{{}{ aay eases in JOBS Prep above the CAP and for JOBS

extensions shove the cap unless the state has submitted & proposal to the Secretary to raise the
CAP or the Secretary has already granted such a waiver, ,

The follpwing language aflows the Secretary to redesign the current payment accuracy Quality Control
system to @ broader system focused on the performance standards established in statute or by
regulaiion 0 ensure the efficient and effective operation of the JOBS/WORK/Tune Limired Assisiance
program. Payment accuracy will be retained but only as one element in @ broader performance
measurement role for the QC system. :

{a)

(b}

NOTE:

(03]

Amend the Social Security Act 1o improve the accuracy of benefit and wage payments in the
AFDC and WORK program, to assess the quality of State~reported data, to ensure the
aceuracy of state reporting of JOBS/WORK data required under this act, and measure the
accuracy with which states calculate client eligibility for benefits under a time-limited AFDC
system, to ensure that other performance standards are met, and to fulfill other appropriate
functions of a performance measurement system

Require the Secretary to establish and operate a quality control system under which the
Secretary shall determine, with respect to each State, the ¢xtent to which any and all
performance standards established by statute or regulation are being met,

For drafting purposes, section 408 should be redesignated as appropriate to be
incorparated into a performance measures sysiem,

States would be required to conduct periodic, internal audits of their JOBS and WORK
pracesses {0 ensure the accuracy of reported data and annual audiis to establich payment
accuracy rates, The Federal government would specify the minimum sample sizes to achieve
90 or 95 percent confidence at the lower limit (the method generaily used by OQIG). States
would also be permitted 10 use current QU resources o conduct special studies to test and
improve the curcent system. (This is an option)

Ok

a————



(d) The Secretary shall designate additional data elements to be collected in a QC review sample
to fulfili the needs of a performance measures system (pursuant to section 487 as amended
under this part), and will amend case sampling plans and data collection procedures as
deemed necessary to accurately assess those measures of program performance identified
elsewhere in this section. The Secretary may modify the scope of the current QC system and
the intensity of the current case review process in order to reallocate resources to those
additional tasks necessitated by this Act. This may involve changing regulations to reduce the
verification and documentation required to substantiate a review finding and to reduce
required sample sizes or the number of factors examined as part of a case review under
existing regulations, '

' t

(e) The Secretary shall, after consulting with the states and securing input from knowledgeable
sources, publish regulations regarding changes in the design and administration of existing
Q.C. functions as well as enhancements to that system. These proposed changes will be
published no later than ___ months after enactment of this Bill. .
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TECHNICAL ASSISTANCE AND EVALUATIONS

or Research Pyalustion and

There are a variety of ways that fands are set aside for evaluation oversight and technical assistance
support to programs. The Family Support Adt, for example, authorizes specific amounts for
implementation and effectiveness sindies of the JOBS Program. Under the Heod Start Act, 13 percent
of annual appropriations are reserved by the Secretary for a broad range of uses including training,
technical assistance and evalnation. The Secretary of HHS, ot her discretion, seis aside 1% of Public
Health program funding for evaluation of its programs. .

¥ision

Annually reserve 1% of the toral capped entitlement funding for the Secrerary of HHS [aRd Labor?] to
spent proportionately on JOBS, WORK and At-Risk Child Care for research evaluation, and
technical assistance.

Rationale

Sufficiens funds should be available to ensure that the Department(s) can provide adequate levels of
technical assistance to States, exercise oversight over State implementation of welfare reform, and
carry oMt ather supportive research and training activities, Tying funds to @ percentage of the overalf
program dollars ensures that as the program grows, funds for vesearch, evaluation aad technicat also
grow.

Legisiativ scification ‘

{a) Reserve to the Secretary from amounts authorized for the capped JOBS, WORK and At-Risk
Child Care funding, up to 68SFECER for each fiscal year for expenditures for evaluation,
research, training and technical assistance,

OPTION: This language could specify that the funds be re-allocated for each program according
to the proportion of monies contributed from each program. For example, if 25% of
the total tap came from JOBS/WORK, then 25% of the total monies would be re-
allocated o JOBS/WORK for purposes of technical assistance, evaluations, training,
ete. This would ensure that monies are redistributed equitably among programs.

Additionally, the language could further specify that monies be allocated for specific
purposes to reflect the changing needs of the program,  For example, 2 minimum
percentage could be ear-marked for technical assistance in the early stages of the
program o assist the implementation process. Similarly, the minimal ear-mark for
evaluations could increase down the road when evaluations play a more critical role
and would require greater attention and resources. This process would help ensure
that the resources are used as intended and more effectively,



(b)

The Secretary of HHS in consultation with the Secretary of Labor shall conduct the following

b
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evaluation studies of time-limited JOBS followed by WORK:

(i

(i3)

A two-phase implementation and institutional outcomes study that describes:

|
How States and localities initially responded to new policies, implemented the new
program, obstacles and barriers, institutional arrangements, and recommendations;

How States and localities subsequently did as their programs matured including
program design, services provided, operating procedures, exemplary practices,
funding levels and participation rates and recommendations. The study will also
consider the effects on State and local administration of welfare programs including
management systems, staffing structure, and "culture,”

An impact evaluation, using a random assignment design, that examines:

The relative net effectiveness of various strategies used by States and localities on
employment rates, reduction of welfare dependency, income levels and poverty
reduction, family structure, child well-being, and client satisfaction for recipients by
major subgroups.

fetn
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INFORMATION SYSTEMS AND INFRASTRUCTURE

In the late 1970s, the Faderal government decided to improve the administration of welfare programs
through the use of computerized information systems. The Congress enacted PL 96-265 and
subsequent legisiation to grant incentive funding 1o encourage the development of automated systems,

In 1981, the AFDC program released the Family Assictance Management inf@r pation &
{FAMIS] specifications and updated them in 1983, In 1988, the Food Stamp Pregram {I‘SI’} released
similar guidelines in regulations and updated them in 1992, Incentive funding is also available for
statewide, Child Support Enforcement (CSE) systems. In 1993, the Office of Child Support
Enforcement (QCSE) released a child support State systems "guide”™.

A recent GAQ report indicated that, in the previous 10 years the Federal government had spent nearly
$900 million in the development and operation of AFDC and FSP automated systems alone, In the
Omnibus Budget Reconciliation Act of 1993, the Congress repealed enhanced funding for AFDC and
FSP effective April 1, 1994,

An emerging priority of Federal funding agencies has been {0 encourage States to implement more
cost-effective systems which integrate service delivery at the local {evel. This has enabled many
Seates to begin using combined application forms for multiple programs {including AFDC, FSP, and
Medicaid) and 8 combined interview to determine eligibliity for the various programs. Consequently,
with systems support, a single eligibility worker can process an appizczueﬁ for several programs at
the same time, ;

Another priority is the development of electronic transfer of funds or Electronic Benefit Transfer
(EBT) technology to deliver benefits. This technology allows recipients to use a debit card, similar 10
a bank card, at retail food stores and automated teller machines (ATMs) 0 access their benefit
accounts. Plans 1o expand the use of EBT systems are mentioned in the Vice President’s National
Performance Review,

Under current law and regulations, States and the Federal government have developed elaborate
oomputer management information systems for financial management and benefit delivery, program
operations, and quality control.  Some programs, such as Child Support Enforcement, are in the midst
of arge-scale (and long-term} computer system change, while others, such as AFDC {with 1£s FAMIS
systems), are ngaring completion of a development eycle,

Both FAMIS and Child Support Enforcemont Systems {USES) have been funded under an enhanced
funding (90 percent) match. Partly as a result of this incentive funding, many states have integrated,
automated, income maintenance systems which assist caseworkers in determining eligibility,
maintaining and tracking case status, and reporting management information to the State and Federal
governments,

QOther essential welfare programs, namely JOBS and child care, have limited and fragmented
automated systems. For the most part, States could fund parts of these systems at the 50 percens
match rate. States report that administrative funds have not been available to fully automate and
imerface JOBS and Child Care with ather programs within the State,

12
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Many of these systems have serious limitations: Jimited flexibility, lack ‘of interactive access, limited
ability to exchange data electronically, etc. Even the most sophisticated systems fall short of the goal
of allowing State agencies to use technology to:

. Eliminate the need for clients 1o acgess different entry points before they receive services;

. Eliminate the need for agency workers (and clients) to gncounter and understand a wide
variety of complex rules and procedures;

* Share fully compuoter data with programs within the State and among States; and

» Provide the kind of case tracking and management that will be needed for a time-limited

welfare system,

Computer and information technology solutions will support welfare reform by providing new
automated screening and intake processes, eligibility decision-making tools, and benefit delivery
techniques. Application of modern technologies such ag expert sysiems, relational databases, voice
recognition units, and bigh performance computer networks, will belp empower families and
individuals seeking assistance. At the same time, these technologies will assist in reducing waste,
fraud, ard abuse so that Federal and State henefits are available to those who are in need.

To achieve this vision, we are proposing an information infrastructure which allows, at the State
level, the integration and interfacing of multiple systems, for example, AFDC, food stamps, work
programs, child care, Child Support Enforcement (CSE), the Earned Income Tax Credit (EITC), and
nthers. The Federal Government, in partnership with the States, will develop prototype systems that
perform these functions which the States may modify andfor adopt.

To support the broader information needs, the new information infrastructure needs to include both a
national data "clearinghouse” to coordinate data exchange and for other purposes as well as enbanced
state and local information processing systems.

. stems, At the State and local level, the systems infrastructure would include
attwmzwii subsystm for intzke, assessment, and referval; case management and tracking during and
after the time-limi and for delivery of sapport services; and benefit, payment, and reporting. The
infrastructuce would consist of new systems components integrated with existing systems or with
somowhat enhanced existing systems, Variations in existing awtomated systems would make it
unreasonable to try to standardize these systems. Kather, we need linkages that allow for the accurate
exchange of data between systems,

States would have the option to develop their own systems, maodify and/or adopt prototype systems
developed by the Federal government, or use systems developed by groups of States. A higher match
rate would be available to States which adopted a Federal prototype or a system developed by a group
of States; otherwise regular administrative match would be available.
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By linking the various programs and systems, States would be able to provide lntegrated services
and/or benefits to families and individuals "at-risk” of needing financial assistance, those receiving
assistance, and those teansitioning from public assistance program to self-sufficiency. Such an
automated system infrastructure would enable States to provide greater support to families who might
otherwise dissalve, as well as to parents who may, bacause of unmet needs, be foreed o terminate
employment or training opportunities.

in addition, as Electronic Benefit Transfer (EBT) and Electronic Funds Transfer (EFT) become more
widespread, they would be used for other programs, such as child care reporting and payments, and
reporiing of JOBS participation. As an example, a JOBS participant could be required to self-report
either through a touch-tone phone that connects io a Voice Recogmzwn Umt (VRU)} or through the
use of plastic card technology.

For detection and analysis of fraud and abuse, computer matching of records amd sharing of data
among State programs and at a national level would be increased. For example, the child support
information needs for establishing an order o in teview and modification would be extremely
valuable for access by the AFDC agency, after the agency has performed prospective eligibitity
determinations, but before benefits are granted, In addition, to ensure that an individual does not
obtain AFDC beyond the time limit, the National Clearance would be exiremely helpful.

ata and Reporting : werations angd Clients, Current methods for data gathering and
wpcrimg t&qmmm on pregram oparatxzms aﬁd elients could be reduced. Many of the current data
and reporting requirements will be superseded by new ones, but in apy case, many current items are
of fow data quality or of little imterest. Current requirements will be re-examined,

National Clearinghouse. The National Clearingbouse will be a collection of abbreviated case and
other data that "points” to where detailed case data resides and provides the minimum Information for
implementing key program features, Described in detail under the Child Support Enforcement
section, this Clearinghouse will not be a Federal data system that performs individual case activities.
While information will be coming to and from the Clearinghouse, it will comtain severely limited data
- States will retains overall processing responsibility.

The Clearinghouse will maintain at least the following data registries:

. ‘The Natiopal Employment Regiztry will maintain employment data for 1ndav1dua!s, including
new hire information. '

. The tonal Locate Registry will enhance and subsume the curremt Foderal Parent Locator
Service (FPLS) functions.

. The National Child Support Registey will contain data on all nen»custad:a% parents who have
support orders.

Il
: 3 ssistance Registry will contain data to operate a time-limited
ass;szance pwgram suz:h as t?w hegmmng and ending dates of welfare receipt, participation in
vatious work programs, and the name of the State providing benefits.

14
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{a

{A)

(B)

)

Insert at Section 402(aX29): To provide for national, time-fimited assistance:

the State [V-A Agency shall exchange information as described in subparagraph (B)

with the National Transitional Assistance Registry described in section 402(d}, and, o

the extent practicable, shall use information received from other National Regzsxries

such as thc New Hnrc Regnstry, opeated for the Child Support Enforcement program
«- = -'-b

The State IV-A agency, except as provided for at subparagragh ), shall:

{{) report on-line in a standard, cleetronic format to the National Trangitional
Assistance Registry the following items: case identification, dates, and status
information related to:

3 assistance case opening and closing; |

{n participation in JOBS-Prep, JOBS, and WORK;

(I} extension of time-limits;

{av) sanction(s) for non~compliance with ch[ld support and other programs;
and

(V)  other information to assist in performance measurement as determined
necessary by the Secretary

(i) guery the National Transitional Assistance Registry before granting assistance
and receive information about the number of months an applicant hag
previously received assistance or has been recently employed; and

(i} use such information in the determination of eligibility and time period for
which assistance may be granted.

Until such time as the State has a fully operational, statewide qutomated transitional
assistance intake, referral, and reporting information system zs described at section
402(a)(X°X), the Secretary may, upon request from the State IV-A agency, approve an
alternate for reporting of the information described at subparagraph B)().

operate in accordance mth an Advaﬂce Planning Document approved under section 402(¢), a
single statewide, automated, transitional assistance system designed economically, effectively,
and sfficiently to assist the State administering the aid to families with dependent children
state plan such that the system shall: s

(A)

3

To the extent practicable, use "expert systm»driver{” autonyated procedures and
processes,

H
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Provide for automated procedures and information to account for, monitor, control,
and report transitional assistance payment and benefit processes to include, but not be
timitad 1o0:

{6 ientifying and demographic client information; |

(ii) preliminary assessment of AFDC eligibility, JOBS readiness, and support
services, including
m use of information from the Natienal Transitional Agsistance Registry,
a8 described at section 402(s)(29), and
{n ta the extent practicabie, collect and assess information to asgist in the
provision of child care and child support enforcement services,

(iii}y  electronic information received from, and referral to, automated case
management systems used to operate AFDC, JOBS, WORK, Child Care, and
Child Support Enforcement;

(iv)  reporting to the National Transitional Assistance Registry, case identification,
dates, and status code information as described in subsection 402(a)29}; and
| :
(v  provide for security against unauthorized access 1o, or use of, the data in such
system, i

in accordance with an Advance Planning Document approved under section 402{¢}, an
economical, effective, and efficient automated case management information system, to:

(A)

Allow the State o control, account for, and monitor all programs that provide child
care administersd under the State plas and, at its option, to achieve seamless child

-gare delivery, all child care programs of the State, including providing operational

systems suppart necessary for administration of the child care programis) and
managing the non-service related CCDBG funds, such that automated procedures and
processes will allow the State to: .

(i) identify families and children in need of child care, establish oligibility for
child care, and determine funding source(s);

{ii) plan and monitor services, determine payments, and update and maintain the
family and child care eligibiiity status for child. care;

(i} maintain and monitor necessary provider information;

(iv)  process pavments and meet other fiscal needs for the management of ¢hild

care program(s); %
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(v) produce management reports necessary for efficient and effective operation of
child care programs, and financial and statistical reports required by Federal
and State directives; and

(vi)  monitor and report performance against performance standards.

(B} Electronicaily exchange information with other automated case management systems
and with the statewide automated transitional assistance referral and reporting system.

{C) Monitor program performance and assessment and repont against standards and report
other information a8 determined by the Secretary 1o be necessary.

(03 Provide for secority against unasthorized access to, or use of, the data in such system,

(€} i the State IV-A agency contracts with a CCDBG agency for child care, then the IV-
A agency will transfer appropriate funds to the CCDBG agency for systams
development sufficient so that the CCDBG agency can meet the requirements specified
in subparagraphs (A) through (D) above,

(2) Establish a new Subsection 482@G): The State [V-A Agency, a1 its option, shall have in
operation, in accordance with an Advance Planning Document approved under subsection
402(e}, an economical, effective, and efficient automated case management information
system, o ‘

{(n Allow the State to control, account for, and monitor all factors of the JOBS and
WORK programs, including, but net limited {0

{A)  assessing'a participant’s need for services in relation to their goals;

{83  developing an employability plan to enable a participant to meet their
snployment goal:

{Cy  arranging and coordinating the services of resources recessary o carry oot a
participant’s employability plan;

(D)  following-up on both the participant’s and the agency’s implementation of this
plan; and E

() gathering other information as determined necessary by the Secretary.

{2) Support both managewent and administrative activities of the program, including, but
not limited 1o;

(A}  tracking ongoing program participation through concurrent and sequential
activities;

{B) monitoring attendance; and

{C)  contacting service providers and participants.

17 f
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{33  Electronically exchange information with other programs.

L3 Provide program performance and assessment information determined to be necessary
by the Secretary,

H

()] Provide for security against unauthorized access to, or use of, the data in such zystem.

Revise Subsection 402(e):

{1} The Sacrmary shall not approve the initial and annually updated advance sutomated

data processing planning document referred to in subsections (a}f&i) (2330}, and
XX), and section 482(j), unless such document, when implemented, will carry out
the abjwwes of the automated, statewide, management mfarm.amn systems referred
to in such subsections and section, and such document:

fA)  provides for the conduct of, and reflects the results of, requirements analysis
studies, which inglude consideration of the program mission, functions,
organization, services, constraints, and current suppnrt of, in, or relating to,
such system;

B} describes the proposed statewide automated management information gystems;

() describes the security and interface requirements to be emploved in such
statewide management information systems; -

{3} describes the projected resource requirements for staff and other needs, and
the resources available or expected to be available to mept such requitements;

(E) containg a project plan for planning, designing, developing, implementing, and
. operating the proposed statewide avtomated management information systems,;

3] containg a cost-benefit analysis which details the estimated costs for planning,
designing, implementing, and operating the proposed statewide autonated
management information systems, and the gquantitative and qualitative benefits
to be derived from the operation of the systems; and

(G)  provides such other information as the Secretary determines under regulation -
is necessary.

{2y (A}  ‘The Secretary shall, on a continuing basis, review, access, and inspect the
planning, design, and operation of the statewide management information
systems referred to in subsection 403(@)(3)(B), with a view to determining

. whether, and to what extent, such systems meet and will continug to meet
requirements imposed under such section and the conditions specified under
subsections (2}KX), (@)(30), and @)X , and section 4831},

Delste subparagraph (C) from Subsection 402{e}(2)

i8
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@

The Secretary shail establish and operate as part of the NMationad Clearinghouse
referred to in section 4357 a National Transitional Assistance Registry, for
purposes of malntaining and operating a national time-limited assistance "¢lock™ 10 be
used by State IV-A agencies in calculating the zemamzzzg moaths an individual may be
eligible to receive benefits. ‘

The National Transitional Assistance Registry will be maintained by obtaining from
each 1V-A Agency, information on individuals recewlng tx:nehts; ncluding, but not
fimited to:

(A)  applicant identification information, such as Sc-ciai Security Number and
name; .

(B} the dates an individual went on and off of assistance; and

)  status information related to the type of asslstance received, such as AFDC,
JOBS-prep, JOBS, and WORK.

Upon receipt of a request from a State TV-A Agency, filad in accordance with
subsection (d)(6) by an authorized person (as defined in subsection @)(5)), for
information about the number of monihs an individual remaing eligible for assistance,
the Seeretary shall search the National Transitional Assistance Registry and the New
Hire Registry, maintained unde . and as appropriate access the
Social Security Administration’s records to validate the Social Security Number $0 a5
to return o the State agency, one or more possible eligibility determination factors
including, but not limited to, whether:

t

(A)  the individual is contained in the National Trangitiona! Asgistance Registry and
is eligible under a time-timited system to receive assistance for a gpecific
number of months; E

{B) the individual s contained in the New Hire Regtstry as being recently
employed;

{Cy  the individual has previded the State agency j.vith an invalid SSN; and

{D)  the individual is not contained in the National Clearinghouse Registries, but
has a valid SSN. )

{A}  In any case in which ap information discrepancy exist betwean the information
presented to a State I'V-A agency by the client and the Information recelved by
the State IV-A agency from the National Clearinghouse Registries, the
Secretary shali assist in resolution only to the oxtent that there may be a
database integrity issue. .

19
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(B)  In such cases, the Secretary shall:

i) verify that the data contained in the Registry reflects accurately the
information contained in the State agency(s) records where the
individuat bad previous assistance;

(ii) make a determination if the Registry information should be carrected
and inform the requesting State of the revised information;

(iiiy  make a determination if the Registry reflects the data as reported and
validated by the State agency or agencies where assistance was
grantad; and

{ivy  provide notification that

{A)  no further action will be taken by the Secretary and that the
State agency or agencies must 1ake the appropriate actions ©
resolve the discrepancy;

(8} the State agency where an individual is applying for assistance
must work with the State(s) where previous assistance has
been granted and, in accordance with normal due process
notification and procedures, reselve the discrepancy; and

(€}  once resolved, the State agency where assistance I8 bsing
requested, must submit information, as appropriate o Lorrect
or update the Registry record.

The term "authorized person” means any person authorized by the State IV-A agency
to access the National Transitional Assistance Registry; they must have and vse a
password, '

Requests should be made in accordance with the directions provided by the Secretary
and with the understanding that:

{A)  access to, and use of, such informuation is subjest to the Computer Muatching
and Privacy Protection Act of 1988; and

B)  disclosure is subject to section 402(a)(9) and section 1137(h)(51.

f 8

Replace Subsection 40338y

@

gg per centum of 50 much of the sums expended during such guarter through
September 30, {a year within 5 years from duie of enactment], as are atiributable to
the planning, design, development, amd implementation dncluding in such sums the
full cost of the computer hardware components of such systems) of automated
management information systems that;
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O mest the requirements of subsections 402@)XX), ()(30), and (2)KK), and

section 482(), and

{1 the Secretary determines are likely 1o provide gconomical, efficient and
effective administration of the plan; and

50 per centum of 50 much as the sums expended during such quarter as are
attributable to the operation of automate! management information systems that meet
D, ()30}, and ()(XX), and section 4B2(3).

{a} 4011 Stet (Current Section 401):

(b1} There are authorized to be appropriated:

(b))

f

{Ay & for the first fiscal year afier legislation passes for the purpose of
enabling the Secremry to provide technical assistance and training; to design
and develop, in partnership with the States and other interested parties,
prototype systems; and to establish and operate the National Transitional
Assistance Registry which will serve as the national “time-clock” for the State
agencies to operate the time limited assistance program; and

(B} for each fiscal year afier the first year, 1 provide technical assistance
and training, development of prototypes, amd for operation of the National
Transitional Assistance Registry,

Funds appropriated for any fiscal year pursuant to the authorization contalned in
subsection (B)(1) shall be included in the appropriation At {or supplemental
appropriation Act) for the fiscal year preceding the fiscal year for which such funds
are available for obligation. In order to effect the transition to this methed of having
appropriation action, the preceding section shall apply not withstanding the fact that its
initial application will result in the enactment in the same year (whether in the same
appropristion Act or otherwise) of two separate appropriations, one for the then
current fiseal year and one for the succeeding fiscal year,

+

i
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' S
UNIFORM ELIGIBILITY REQUIREMENTS FOR NON-CITIZENS W
1.
Current Law: "

Assuming they meet all other eligibility requirements, foreign nationals residing in the United States
must be lawfully admitted for permanent residence or "permanently residing in the United States
under color of law™ (PRUCOL) to qualify for benefits of the AFDC, Supplemental Security Income
(SSI), or Medicaid programs.

The term PRUCOL applies to certain individuals who are neither U.S. citizens nor aliens lawfully
admitted for permanent residence. Aliens who are PRUCOL entered the United States either lawfully
in a status other than lawful permanent residence or unlawfully. PRUCOL status is not a specific
immigration status but rather includes many other immigration statuses. Under the SSI statute,
PRUCOL aliens include those who hold parole status, The AFDC statute defines aliens who have
been granted parole, refugee, or asylum status as PRUCOL, as well as aliens who had conditional
entry status prior to April 1, 1980. The Medicaid statute uses the term PRUCOL but provides no
guidance as to the meaning of the term.

In addition to the revisions in the regulations reflecting the interpretation of section 1614(a)(1)(B) of
the Social Security Act resulting from the court in the Berger and Sudomir decisions discussed below,
PRUCOL status also is defined in AFDC, SSI and Medicaid regulations as including aliens:

> who have been placed under an order of supervision or granted a'sylum status;

> who entered before January 1, 1972, and continuously resided inljt.he United States since then;
> who have been granted "voluntary departure” or "indefinite voluntary departure” status; and
> who have been granted indefinite stays of deportation.

In the case of Berger v, Secretary, HHS, the U.S. Court of Appeals for the 2d Circuit in interpreted
PRUCOL for the SSI program to include 15 specific categories of aliens and also those aliens whom
the Immigration and Naturalization Service (INS) knows are in the country and "does not contemplate
enforcing™ their departure. SSA follows the Berger court’s interpretation of the phrase "does not
contemplate enforcing to include aliens for whom the policy or practice of the INS is not to enforce
their departure as wel! as aliens whom it appears the INS is otherwise permitting to reside in the
United States indefinitely. The Medicaid regulations include the same Prucol categories as the SSI
regulations,

The Sudomir v, Secretary, HHS decision, which focused on AFDC eligibility for asylum applicants,
was less expansive. The U.S. Court of Appeals for the 9th Circuit determined that AFDC eligibility
would extend only to those aliens allowed to remain in the United States with a "sense of
permanence.” Applicants for asylum are thus specifically excluded from receiving AFDC benefits by
this decision even though they would not necessarily be disqualified for SSI due to the Berger
decision.
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Proposal:
(a) Eliminate any reference to PRUCOL as an eligibility category in titles IV, XVI, and XIX of

(b)

©

the Social Security Act (the Act). Standardize the treatment of aliens under these titles by
identifying in the statute the specific immigration statuses in which non-citizens must be
classified by INS in order to qualify to be considered for AFDC, SSI, or Medicaid eligibility.
Specifically, provide that only aliens in the following immigration statuses could qualify--
lawfully admitted for permanent residence within the meaning of section 101(a)(20} of the
Immigration and Nationality Act (INA),

residing in the United States with lawful temporary status under sections 245A and 210 of the
INA (relating to certain undocumented aliens legalized under the Immigration Reform and
Control Act of 1986);

residing in the United States as the spouse or unmarried child under 21 years of age of a
citizen of the United States, or the parent of such citizen if the citizen is over 21 years of age,
and with respect to whom an application for adjustment to lawful permanent resident is
pending; or

residing in the United States as a result of the application of the provisions listed below:

- sections 207 of the INA (relating to refugees) or 203(a)(7) of the INA (relating to
conditional entry status as in effect prior to April 1, 1980);

- section 208 of the INA (relating to asylum);

- section 212(d)(5) of the INA (felating to parole status) if the alien has been paroled
for an indefinite period;

- section 902 of Public Law 100-202 granting extended voluntary departure as a
member of a nationality group [NOTE: this provision may be excluded]; and

- section 243(h) of the INA (relating to a decision of the Attorney General to withhold
deportation).

J
The proposal would continue the eligibility of those aliens eligible for AFDC, SSI, or
Medicaid on the effective date of the amendment who began their periods of eligibility before
enactment for as long as they remain continuously eligible.
The proposal would also allow state and local programs of assistance to utilize the same
criteria for eligibility.

Rationale:

n
Some aliens considered PRUCOL did not enter the United States as immigrants under prescribed
immigration procedures and quotas, but entered illegaily. Others entered legally under temporary
visas but did not depart. The courts have determined some of these aliens to be eligible for benefits
under the definition of PRUCOL, even though such individuals have not received from the INS a
deliberate immigration decision and status for permanent presence in the United States. Therefore, it
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is reasonable to restrict AFDC, SS1, and Medicaid eligibility to specific categories of aliens who have
entered the United States lawfully or who are likely to obtain permanent resident status.

Determining which aliens must be considered for eligibility for Social Security Act programs has
become excessively confusing due to judicial actions, and it is subject to ongoing challenge in the
courts. By providing in the law a listing of statuses and specifically citing the provisions of the INA
under which they are granted, the proposal would eliminate the ongoing uncertainty about the precise
scope of the eligibility conditions and potential inconsistencies regarding alien eligibility in the three
programs, Additionally, the alien eligibility categories proposed for AFDC, SSI, and Medicaid would
be consistent with the proposed categories in the Administration’s Health Security Act.

The food stamp program has avoided similar problems because the categories of aliens eligible for
assistance under the program have been specifically listed in law. This proposal seeks to do the same
for AFDC, SSI, and Medicaid.

The proposal would save administrative resources and costs. The case development required to
determine if an alien is considered PRUCOL generally is time-consuming because SSA and state
AFDC and Medicaid agencies must verify the alien’s status with INS. In many cases, an alien’s
status as PRUCOL must be re-verified annually. |

1
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L

SPONSOR-TO-ALIEN DPEEMING

Current Law: Under immigration law and policies, most aliens lawfully admivted for permanent
residence and certain aliens paroled into the United States are requdred to have sponsors,

Sections 161443(3), 1621{aj, and 415 of the Social Security Act provide that in determining 587 and
AFDC eligibility and bengfit amount for an allen, his sponsor’s (and sponsor’s spouse’s) income and
resources are deemed 10 the alien for 3 years after the alien’s entry into the United Stares. Public
Law 103-152 extends the period of sponsor-to-alien deeming in the $SI program from 3 to 5 years for
those applying for benefits beginning January 1, 1994 and ending October 1, 1996, For the $51
program, these deeming provisions do not apply 10 an alien who becomes blind or disabled after entry
into the U.S. The Food Stamp program currently provides for a three-year sponsor-to-alien deeming
period. In general, most SSE and AFDC recipiénts are elizible for Medicaid beneflts. However, title
XIX of the Act—governing the Medicaid pragram-—does not kuve provisions on sponsor-to-alien
deeming. Immigration law provides generally that an alien who has resided continuously in the
United States for at feast § years gfter being lovefully wdminted for permancnt rezidence muay file an
appifeation for U.8. citizenship,

Draftin
{a) Make permanent in the SSI program the five-year period for sponsor-to-alien deeming.
H

{b) Extend sponsor-to-alien deeming from three to five years in the AFDC and Food Stamp
programs. X

{c) For the period between five and ten years after being lawiully admitted for permanent
residence in the U.S., no sponsored immigrant shall be eligible for benefits under the AFDC,
SS1, and Food Stamp programs, unless the annual income of the immigrant’s sponsor is below
the most recent measure of U5, median family income.

» . "Annual income” of the sponsor shall include the most recent measure of annual
adjusted gross income (AGH) of the immigrant’s sponsor; and the AGI of the
sponsor’s spouse and dependent children, if any. ‘

> “Median family income" shall be based on the most recent Bureau of the Census
measure for U8, median family income for all families, updated by the most recent
measure of change in the Consumer Price Index (CPI-U).

NOTE: For example, CPS data on 1992 income is available in Ociober of 1993. The
measure of CPI.U is available in February 1994, which provides the measure of
change from 1992 to 1993, Applying the CPI-U to the 1992 income data yields
the measure of median family income for 1993, which should be published in the
Federsl Register in February/March 1994, This measure will then be compared
te actual family income for 1993 which should be available after April 15, 1994,

{d) Each year the Secretary of HHS shai publish in the Federal Register the median family

income amount that will be used W determine the eligibility of sponsored immigrants for the
AFDC, §81, and Food Stamp programs,
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(e) State and local programs of assistance are delegated-the authority to use the same deeming
criteria for determining eligibility of sponsored immigrants for benefits under their programs
as is used by the AFDC, SSI, and Food Stamp programs.

(i) Effective with respect to applications filed and reinstatements of,eligibility following a month
or months of ineligibility on or after October 1st 1994.

Rationale:

The number of immigrants entering the U.S. has been increasing recently and has had effects on the
number of persons receiving benefits. For example, in the SSI program the number of immigrants
who received SSI in December 1992 was more than double the number who received benefits in
December 1987, Twenty-four percent of aliens lawfully admitted for permanent residence on the SSI
rolls in December 1992 came onto the rolis within 12 months after their 3-year sponsar-to-alien
deeming period ended, indicating that the deeming provision is instrumental in delaying alien
eligibility for SSI. Extending the deeming period avoids increases in benefit program costs which
would otherwise occur as a resuit of increasing immigration-into the United States.

For example, under the SSI program, many elderly immigrants are sponsored by their children who
have signed affidavits of support. It seems equitable to require the children to continue to support
their relatives beyond the 3-year (or 5-year) period, rather than allow the parents to obtain welfare
entitlement benefits solely on the basis of age, particularly if the sponsors are financially able to
continue supporting the immigrants they have sponsored. Sponsors generally have sufficient income
and resources to support their alien relatives as indicated by the fact that only 14 percent of
sponsored aliens on the SS1 rolls in December 1992 became recipients within their first 3 years in the
United States. Nothing in this proposal would prohibit a sponsored alien from becoming eligible for
benefits if the sponsor’s income and resources were depleted sufficiently to meet eligibility criteria--as
is the case with current law. This proposal merely requires sponsors to continue for a longer period
of time to accept financial responsibility for those immigrants they choose to sponsor.

Once aliens become citizens, it is appropriate to discontinue sponsor deeming. Aliens generally can
apply for citizenship after 5 years’ residence in the United States.
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EMERGENCY ASSISTANCE |

|
4

rren W

Emergency Assistance (EA) is an optional State complement to AFDC to provide immediate, short-
term assistance, care or services to prevent the destitution of needy families with children. States
have wide latitude to define the types of emergency situations to be covered, the kind of assistance and
services to be provided and the financial and other eligibility conditions,

The enabling statute (section 406(e) of the Social Security Act) provides that EA can be “furnished for
a period not in excess of 30 days in any 12 month period.” The regulations at 45 CFR 233.120
clarify that Federal matching is avallable for emergency assistance which a State authorizes during
one period of 30 consecutive days in any 12 consecutive months, including payments which are to
meet needs which arose before such 30-day period or are for needs which extend beyond the 30-day
period.

Section 403(a)(5) of the Social Security Act provides Federal matching at 50 percent of the total
amount expended under the State plan to provide emergency assistance 1o needy families with
children. Thus, Federal matching for the EA program is currently an open-ended entitlement.

Vision

In recent years, States have used the flexibility of the EA program to expand the types of emergencies
covered, the services and benefits provided and the period of time for which-benefits are authorized.
This has resulted in a dramatic increase in costs. For example, Federal expenditures for FY 1990
totalled $189 million, but are estimated to run $644 million in FY 1995. This expansion is primarily
attributed to States shifting costs from unmatched State programs, and to covering services included
under title IV-E, IV-B, and Title XX of the Social Security Act to the emergency assistance program.
With an open-ended entitlement, States use EA funds to meet unfunded service needs, rather than
developing effective collaboration among all programs which serve needy families.

As an alternative to this uncontrolled growth and as a way to generate savings for welfare reform and
improved selected programs and services, we are proposing to establish a Federal dollar cap on
Emergency assistance funding. The cap would be established at $425 million for FY 1995 and
adjusted each year thereafter for inflation. Beginning in FY 2000, a State’s allocation of EA funds
would be based entirely on their proportion of AFDC program expenditures. Because current State
spending on EA is quite disparate the allocation method will be phased in over 5 years to provide the
Jairest method possible. Such a cap will provide States sufficient Federal support and program
Sflexibility to enable States to effectively address their emergency situations, particularly in light of
planned expanded funding for homeless services, family preservation and health care reform.

i
i

Legislative Specificati
{a) Amend Section 403(a)}(5) of the Social Security Act to establish a spending cap of $425 million

Jor Emergency Assistance for fiscal year 1995 and thereafier, indexed to the CPI for
subsequent fiscal years.

b
1
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Amend Section 403{a)(5) to extablish a Stare allocation formuda. Each Stare with an
emergency assistance plan approved under Title IV-A shall be entitled to S0 per contiom of the
total amouns expended, but such payments for any fiscal year in the case of any State may not
exceed the limitation described below.

Amend Section 403 to establish a phased in allocation fomuia based on a combination of (1)
EA clalms for the base year, excluding those claimed under another program; and (2) a
State’s proportion of total AFDC expenditures for the prior year. The base yeur for EA
claims will be the last 2 quarters of FY 1993 and the first 2 quarters of FY 1994, Each
State’s limiration will be determined as follows:

(i) for FY 1995, the amounr determined by the ratio of 20 percemt of a State's proportion of
total AFDC expenditures for the prior year and 80% of a State’s proportion of total EA claims
in the base year; .

R i
fii} for FY 1996, the amount deternined by the ratio of 40 percent of a Siste’s proporiion of
total AFDC expendirures for the prior year and 60% of a State’s pmpomon of total EA claims
in the base yeor:

|

{Hi} for FY 1997, the amouns determined by the ravio of 30 percent of a State's proportion of
toral AFDC expenditures for the prior year and 50% of a State’s proportion of toial EA claims
in the base year;

(v} for FY 1998, the amount determined by the ratio of 60 percent of a Staie’s proporsion of
total AFDC expenditures for the prior year and 40% of a State’s proportion of wtal EA claims
in the base year; g

fv) for FY 1999, the amount determined by the rotie of 80 percens of a State’s proportion of
total AFDC expenditures for the prior year and 20% of a Swate’s proportion of toral EA daims
in the base vear;

(vi} for FY 2000 and thereafter, the allocation of EA funds will be distributed among the
States based on the ratio of each State’s AFDC program expenditures to total AFDC progrant

expenditures.

To provide States with further flexibility to design their Emergency Assistance programs and o
test different opproaches, amend Section 1115{ak1} to inchede sectivn 406(e) among the
sections which may be waived by the Secretary,

fa}

&)

The flexibility available to Stases within their EA progroms would be described and expanded,
either in regulations or in a series of program instructions and technical assistance brochures.

Currently, States may combine the adminissrative costs of the EA pragram along with those of
the AFDC program and report these expenditures on ong line item, To ensure that Stares do
aot shift the staff costs of providing EA services 10 administration, Form ACF 231 wouki be
amended £o require that all EA costs, both programmatic and administrarive be combined and
reported as EA expenditures,
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NOTE ON REFERENCES

i
TITLE VI--CHILD SUPPORT ENFORCEMENT

3
H

Terms and references in this title of the summary have the
following meanings:

o

O

“ADP" means automated data processing;
*CSE" means child support enforcement:

*FPLS" means the Federal Parent Loeator Service;

H

*IRS" means the Internal Revenue Service;

*OCSE" means the Office of Child Support Enforcement in
the bDepartment of Health and Human Services;

references to "IV-D" are to the CSE program under title
IV-D of the Act;

references to "IV-A" and to “AFDC" are to the program
of aid to families with dependent childr@n ander title
Iv-a of the Act;

references to “XIX" and to “Madicaid“ are to the
program of grants to States for medical asslistance
under title XIX of the Act: and

"OBRA 1993" means the Omnibusz Budget Reconciliation Act
of 1983, P.L. 103-6.

Part A - Bligibility and Other Matters Concerning
Title IV-D Program Clients

SEC. 601, COOPERATION REQUIREMENT AND GOOD CAUSE EXCEPTION.

Section 601 amends the CSE, AFDC, and Medicaid gstatutes to
require that, effective 10 months after enactment {(or earlier, at-
State option)—-

O

the State (SE agency {(rather than the AFDC and Medicaid
agencies, as under current law) will make
determinations of whether applicants for A¥DC and
Medicald are ¢ooperating with efforts to establish
paternity and obtain child support, or have good cause
not to cooperate; :

the AFDC and Medicald agencies must immediately refer
applicants to the CSE agency., and the CSE agency must
make an initial cooperation or good cause determination
within 10 days of such referral;
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o the mother or other custodial relative of a ¢hild born
10 months or more after enactment of these amendments
will not be found to cooperate unless that individual
names the putative father and supplies sufficient
information to enable the IV~D agency to ldentify him;
and

[¥) cooperation (except where good cause is found}) ig a
' precondition to eligibility for program benefits,
except where the applicant is eligible for emergency
agsistance under title IV~A or ig a pregnant wonan
presumptively eligible for Medicaid, where an appeal of
a finding of lack of good cauvse is pending, or where
the CSE agency has not made a timely determination.

SEC, 602, STATE OBLIGATION TQ PROVIDE PATERNITY ESTABLISHEMENT
AND CHILD SUPPORT ENFQORCEMENT SERVICES.

Section 602 regquires State laws to reguire thate-

I every child support order established or modified in
the State on or after October 1, 1997 be entered in a
central case registry to be aparatad by the IV-D agency
{see section 621 of the bill});

o child support be collected (except where parents agree
to opt out under limited circumstances) through a
centralized collections unit to be operated by the IV-D
agency oY its contractor (see saction 622 of the
bill)-~

0 on an after October 1, 1597, in all cases being
enforced under the State plan; and

) on _and after October 1, 1998, in all cases entered
in the central case registry.

Section 602 amends the IV-D State plan reqairamanta to
eliminate distinctions between welfare recipients and other
applicants for IV-D services with respect to services available
and fees for such sexrvices. No fees may be imposedew

0 after September 308, 1397, for application for IV.D
services; or

o at any time, for inclusion in the central state
registry, or for support collectiouns through the
centralized collections unit, :

State agencies may assess other fees not specified in statute
only if they are doing so in FY 1994,

1
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SEC. 6063. DISTRIBUTION OF PAYMENTS.

Section 603 amends the provisions of title IV-D concerning
the order of priority for diatribution of child support
collections, to provide that--

¢ . a family not recelving AFDC shall be paid the full
anount of current support, plus arrearages for any
period when the child was not of AF¥DC, before any
amount ig retained by the State to¢ reimburse AFDC;

o the State would have the option, in the casge of a
family receiving AFDC, either to make distribution as
undey current law or to pay the family the full amount
of current support due before retaining any amount to
reimburxgse the AFDC agency;

o where the pareat owing support marries (or remarries)
the custodial parent, and the parents’ combined income
is less than twice the Federal poverty line, the State
must, upon application by the parents, suspend or '
cancel any debts owed on account of AFDC paid to the
family. : ,
.

This section also requires the Secretary to promulgate
regqulationg~w ‘
o undexy title IV-D, establishing a uniform national
standard for distribution where a parent owes support
to more than one family; and

O undeyr title IV-3,/ astabzishing stand&rda for sStates
choosing the altexnative distribution formula, to
minimize irregular monthly payments to AFDC families.

Finally, this section, together with the corresponding
amendment to title IV-A in title of thig bill, increases the
amount of monthly support to be pald to the family by the CSE
agency and disregarded for purpeses of AFDC eligibility and
benefits. The new “"passthrough and disregard" amount would be
the curent $50 increased by the CPI, or such great&r amcunt as
the State may choose.

H

SEC. $04. DUE PROCESS RIGHTS.

Section 604 requires State IV-D plans, effectiva Octobex 1,
1996, to provide for procedures to ensure that—-

o parties to cases in which IV-D services are being
provided receive notice of all proceedings in which
support obligations might be e¢stablished or modified,
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and of any order establishing or modifying & support
obligation within 10 days of issuance; and

o individuals receiving IV-D sarvicaé have available to
, them fair hearing or other formal a; enmplaint
procedure,

SEC. 605, PRIVACY SAFEGUARDS.

Section 605 reguires State IV-D plans, effective October 1,
1996, to provide for safeguards to protect privacy rights with
raspact to sensitive and confidential information, including
safequards against unauthorized use or disclosure of information
relating to paternity and support proceedings, and prohibitions
on diseclosing the whereabouts of one party te another party
subject to a protective order.

SEC, 606, REQUIREMENT T0 FACILITATE ACCESS ?ﬁ SERVICES.

Section 606 regquires State IV-D plans, effective October 1,
1996, to include outreach plansg to insrease parentg’ access to
CSE sarvﬁaas, ingluding plans responding to ﬁhe needs of working
parents and non~English-speaking parents,

Part B - Program Administration and Funding
SEC. 611. FEDERAL MATCHING PAYMENTS.

Section 611 increases the basic Federal matching rate for
State IV«D programs {(purrently 68 percent) to 6% percent for FY
1998, 72 percent for FY 18387, and 78§ para&nt foxr FY 1998 and
tharaafter

For FY 1998 and succeeding years, a State may gualify for 80
percent Federal mﬁtahzng by operating a unified program in
whichmw |

o all State agency responsibilities and operations are -

carried out, and all policy-making authority (including
such authority with respect to issues of financing,
personnel, and contracting) is exercised, by the State
iv-D agency {and not by another State agency, or by a
local agenoy); ;

el all personnel carrying out the IV-D program are State

agency employees, or employees of contractors directly
reaponsible to such State agency (with limited
exceptions permitted by the Secretary);

0 the nonw~Federal share of program funding is
appropyilated at the State (not the local} level: and

b
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o there are in effect uniform Statewide proceduras and
forms for case processing and for the handling of
complaints. :

Section 603 alsc adds a maintenance of effort requirement
that the non-Federal share of IV~D funding for FY 1996 and
succeeding years not be less than such funding for FY 1995.

SEC. 612. PERFORMANCE~BASED INCENTIVES AND PENALTIES.

Section 12 replaces the system of incentive payments to
States under section 458 of the Act (effective with respect to FY
1998 and succeeding fiscal years) with a new program of incentive
adjustments to the Federal matching rate, beginning with FY 1997,
Under this program, States could receive increases of up to 5
percentage points based on Statewide paternity establishment, and
increases of up to 10 percentage points based on overall CSE
performance, .

Section 612 also makes amendments (effective with respect to
guarters beginning on and after the date of enactment) providing
for a penalty xeduction of APDC matching payments where Federal
auditors conclude that a State’s CSE progran does act comply
substantially with IV.D requirements:

Q Section 452{g) is amended to make minor and technical
amendments to the formula for determining the paternity
establishment percentage under the IV-D program {(the
amendments correct errors i{ntroduced by OBRA 1993).

o Section 403(h) is amended to simplify the penalty

, reduction procedure, The penalty is to be deferred for
one year pending State corrective action, and to be
canceled 1f all deficiencies are eliminated by the end
of tha% year.

The Secretary would specify in regulations the levels of
accomplishment {or ilmprovement) needed to gualify for each
adjustmant rate, States would report performance data after the
end of FY 19985 and each succeeding year; the Secretary would
determine the amount (if any) of adjustment due each State, based
on such data, and would apply the adjustment to matching payments
for the succeeding fiscal year (beginning with FY 1997},

I
|

SEC. 613. AUTOMATED DATA PROCESSING.

Section 813 reorganizes and clarifies title IV-~D State plan
requirements concerning auvtomated data processing, and adds
requirements that the State agency ADP system (1) be used to
calculate the State’s performance for purposes of the incentive
and penalty adijustments under sections 403(h} and 458; and (2)
incorporate safsqguards on information integrity and security.

1
H
H
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This section also revises to the statutory provisions for
State implementation of all Federal ADP requirements {aurreaﬁly
required by October 1, 1995}, to provide that:

4]

t

all requirements enacted before OBRA 19583 are to be met
by October 1, 1995, except to the extent waived by the
Secretary; ,

1
all requirements (including those enacted in OBRA 18383
and this bill} are to be met by October 1, 1998; and

the Secretary may waive the 1995 deadline for any
element of a State’s ADP system affected by the
provisions of OBRA 1883 or this bill, 1f the State
demongtrates that an extension is needed and that the
regquirement c¢an be met by the 1997 deadline,

The %0 percent Federal matching for ADP start-up costs is
extended through FY 1988,

{For additional ADP reguirements, see sections 621, 8§22,
635, and 652.)

SEC. 614.

FEDERAL AND STATE REVIEWS AND AUDYTS .

Section 614 makes amendments, effective with respect to FY
1997 and succeeding fiscal years, shifting the focus of title
IV-D asudits f£rom the manner in which activities are conducted to
performance outcomes, as follows:

L

A new State plan element reguires the States annually
to determine, and report to the Secretary concerningmw

o compliance with Federal performance requirements;
and
o conformity with State plan ernixem&nﬁs.

The Secretary’s responsibilities are revised to
require-- 1
i

o annual review of the State reports; determinations
of amounts of incentive and penalty adjustments to
States; and provision of comments,
recommendations, and technical assistance to the
States}; i

o evaluation of elements of State programs in which
significant deficiencies are indicated by the
State reports; and
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o triennial audits of State rapartinq systems and
financial management, and for other purposes the
Secretary finds necessary.

S8EC, €15. DIRECTOR OF CSE PROGRAM; TRAINING ARD STAFFING.

Section 615-w

o eliminates the reqairemeﬁt that the individual
responsible for day-to-day operation of the Federal CSB
program report directly to the Sacretary,

& requires the Secretary to develop a ‘national training
program for State IV-D directors, and a core curriculum
and training standards for State agenciles;

o regquires State IV-D agencies to have training programsg
consigtent with the national standards and curriculums,
and to provide for initial and ongeing training of all
staff, and permits them to use IV-D funds for training
of non-agency personnel with related regponsibilities
{including qudges, law enforcement peraannei and
social workers);

4] gives the Secretary discretion to provide 100 percent
Federal matching for up to $5 million for FY 1998 and
each succeeding fiscal year for State expenses for
interstate exchanges of training and technical
asaistance, and for technology transfersg; and

o requires the Secretary to study and report to Congress
on the staffing of each State’s CSE program {(including
a review of nseds ¢reated by reguirements for ADP
gystems, central case registries, and centralized
support collections). X

i

SEC. 616. FPURDING FOR SECRETARIAL ASSISTARCE TO STATE PROGRAMS.

Section 616 makes available to the Secretary, from annual
appropriations for payments for State programs under title IV-D
for FY 1995 and succeeding years, an amount equal to 4 percent of
the Pederal share of child support collections on behalf of APDC
recipients for the preceding fiscal year, for use for assistance
o State IV-D agencies through technical assistance, training,
and related activities; projects of regional or national
significance; and operation of the FPLS and the new Federal data
matching services established by this bill,

SEC. 617. DATA COLLECTION AND REPORTS BY THE SECRETARY.

Section 617 amends data collection and reporting
requirements, sffective with respect to FY 1994 and succeeding

i
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fiscal years, to coniorm the requirements to the changes made by

the bill,

and to eliminate raquirements for unnecessary ox

duplicative information.

SEC. 621.

Part ¢ - Locate and Cage wracging

EHl

CENTRAL STATE CASE REGISTRY.

Section 621 reguires the State IV-D agency’ s ADP systetiesw

o

SEC. 622.

toe perform the functions of a single central registry
containing records with respect to esach case in which
services are being provided by the State agency
{including each case in which an order has been entered
or modified on or aftexr October 1, 1987};

for each cage, to maintain and regularly update a
complete payment yecord of all amcunts collected and
distributed; amounts owed or overdue {(including
interest or late payment penalties and fees); and the
termination date of the support obligation:

regularly to update and monitor case records on the
basis of information on judicial and administrative
actions, proceedings, and orders yelating to paternity
and support; information from data matches; information
on support ¢ollections and distributions; and other
relevant Information; and

te extract data for puxposes of sharing and matching
with Federal, in-State, and interstate data bases and
locator services, including the FPLS, the data bases
created by this bill, and other State IV.D agencies.

CENTRALIZED COLLECTION AND DISBURSEMENT SUPPORT
PAYMENTS.

Section €22 reguires State IV-D agencies, on and aftex

October 1,

o

1997 wm

to operate a centralized, automated unit for collection
and dizbursement of child support which--

o igs operated directly by the State IV-D agency or
by a contractor responsible directly to the State
ageney;

. 1
o collacts and disburses support in all cases being

enforced by the State agency (including all cases
under oxders entered on or after October 1, 1997};
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o uses auvtomated procedures, elecgtronic processes,
and computer-driven technology to the maxinmum
extent feasible, efficient, and economical; and

0 is coordinated with the State égancy's ADP gystem;
3
0 to use the State agency ADP system to assist and
facilitate the operations of the centralized
ecollections unit, through functions includinge-

o generation of wage withholding notlices and orders
to employers;

O angoing monitoring to prmmptly identify
noppayment; and

o auntomatic use of administrative enforcament
mechanismg {(see gection 635 of the bill}); and

0 ‘to have sufficient State staff {including &State
employvees and countractors) to carry out these
monitoring and enforcement regponsibilities.

SEC, 623, AMENDMENTS CONCERNING INCOME WITHHOQLDING,

Section 623 requires State laws concerning insome
withholding to provide--

o that all child support orders issued or modified before
October 1, 1995, which are not otherwise subiject to
wage withholding, will become subject to wage
withholding immediately if arrearages occur, without
the need for a judicial or administrative hearing;

o that employers withholding wages must forward payments
to the State centralized ceollections unit within §
working days after the amount withheld would otherwise
have been paid to the employee; ;

ol that the notice from the State to employers directing
wage withholding must be in a standard format
prescribed by the Secretary;

o for the imposition of fines against employers who fail
to withhold support from wages, or to make appropriate
and timely payment to the State collectionsg unit.

This section also makes amendments—-
o conforming the income withholding reguirements to the

requirement for a centralized $tate collections unit;
and
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o requiring the Secretary to promulgate regulations
defining income and othexr terms for purposes of title
IV’-I} *

SEC. 824, LOCATOR INFORMATION FROM INTERSTATE NETWORKS AND
LABOR UNIONS.

Section 624 adds a requirement for State laws providing—-

o that the State will neither finance nor use any
antomated interstate locator system network for
purposes relating to notor vehicles or law enforcement
unless all Federal and State IV-D agencies (including
the FPLS and the new Federal data matching services)
have access on the same basig as any other user of the
system or network; and

o requiring labor unions and their hiring halls to
furnish to the IV-D agency, upon reguest, locator
information (relating to residence and enployment}) on
any union member against whom a paternity or support
obligation is sought to be established or enforced,

SEC. 625, NATIONAL CHILD SUPPORT ENFPORCEMERT CLEARINGHOUSE.

Section 625 amends title IV-D to reguire the Secretary to
establish, by OQctober 1, 1997, two new auntomated data matching
services designed to locate individuals {and their assets) for
CSE purposes.

o The National Child Support Registry would contain
minimal information (including names, social security
numbers or other uniform identification numbers, and
State case identification numbers)} on ¢each case in a
State c¢entral case registry, based on information
furnished and regularly updated by State IV-D agencies,

o The National Directory of New Hires would contain
identifying information (1) supplied by enmployers,
within 10 days of hiring, on each individual hired on
or after October 1, 1337, and (2} supplied guarterly by
State agencies administering unemployment compensation
lawsg, in such format and containing such information as
the Secretary may require. (The Secretary would
provide for reasonable reimbursement for this
information.)

The Secretary, through the Social Security Administration,
would verify the accuracy of social security numbers reported.
These data bases would be matched at appropriate intervals with
each other, with logcate reguests to the FPLE, with data bases
maintained under title IV~A, and with return information

’»
».‘r“'
s o
e v b ¥y .
i o

i
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maintained by the Internal Revenue Sexvice {IRS) (1) f£or any
purpose related to establishing paternity and security support of
ghildren under title IV-D, and {2} to enable IRS to verify the
accuracy of return information. The Secretary would report
information resulting from data matches to concerned States.-

This section makes related amendmentgee

O

BEC, 626.

to the Internal Revenue Code of 1986, subjecting an
employer failing to make a timely report concerning an
employee to the Directory of New Hires to an excise tax
egqual to 1 percent of the employee’s wages;

to 5 U.5.C., 852a (the Privacy Act), to exempt from
certain requirements concerning computer matching (as
added by the Computer Matching and Privacy Protection
Aot of 1988) matches perfoxrmed, by the FPLS or by the
data bases created by this section, solely for the
purpese of locating individuals {or income or
resources) for purposes related to the establishment or
enforcement of child support obligations; and

to the Federal Unemployment Tax Aot and title III of
the Social Security Act, requiring State unemployment
gecurity agencies to furnmﬁh wage and unemployment
compansation information ¢o the Direcgtory ¢f Hew Hires,

EXPARDED LOCATE AUTHORITY.

Section 626 nmakes various amendments 25 remove legal
barriers and otherwise increase the eifectiveness of electronic
data matches for (SE purposes. The FPLS authority is awended--

5]

to broaden the purpose of the FPLS to include locating
information on wages and other employment benefits, and
on other assets {or debts), for purposes of
establishing or setting the amount of support
obligations;

to require the FPLS to obtain information from consumer
reporting agencies; and ,

to authorize the Secretary to set reasonable rates for
reimbursement to other Federal agencies, State
agencies, and consumer reporting agencies for the costs
of providing information to the FPLS.

This section alsc makes c¢omplementary amendments to other laws,
as follows:

i -

F
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& Section 608 of the Fair Credit Reporting Act is amended
to make available to the FPLS all information on
individuals in the files of consumer reporting agencies
(rather than only locate 1n£¢rmatian, ag under current
lawy. i

0 Section 6103(11(6) and (¥) of the Internal Revenue Code
of 1988 (providing for IRS and Snﬁial Security
Aduinistration disclosures of tax return information to
Federal, State, and local CSE agencies) are amended--—

© [NEW:) to require disclosure of any information in
the master files of the IRS {(rather than only
return information) relevant to CSE activities;

< {UNDER DISCUSSION WiTH %ﬁﬁkﬁﬁ&?:} to provide that -
agents and contractors of CSE agencies are
included within the definitions of these agencies
for purposes of such disclosures; and

o to permit disclosures by the Sécial Security
Administration to OCSE and the:FPLS.

SEC, 627, STUDIES AND DEMONSTRATIONS CONCERNING FEDERAL PAREHT
LOCATOR SERVICE. :

Section 627 requires the Secretary—- !
H
(o) to study, report, and make recommendations to the
Congress concerning issues involved in {1} making FPLS
information available to noncustodial parents, and {2}
operating electronic data interchanges between the FPLS
and major consumer credit reporting bureaus; and

o to fund State demonstrations testing automated data
exchanges with other State data bases.

SEC. &28. USE OF SOCIAL SECURITY NUMBERS. ;

Section 628 regquires State laws requiring the recording of
social security numbers of the parties on marriage licenses and
divorce decrees, and of parents on birth racorda and «hild
support and paternity orders. i

This section also makes an amendment to title IT of the Act,
to clarify that social security numbers of parents must be
recorded on c¢hildren’s birth records, but that this requirement
authorizes release of social security numbers only for purposes
related to c¢hild support enforcement.

Part D ~ Streamlining and Uniformity af Procedures
!
;

£
H

H
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SEC. 635.

STATE LAWS PROVIDING BXPEDITED PROCEDURES.

Section 635 requires Btate laws to give the State IV-D
agency the authority (and recognize and enforce the authority of
State agencies of other Statesz), to take the following actions
relating to establishment of enforcement of gupport orders
without obtaining any judicial or administrative oxder (but
subject to due process safeguards):

[¢]

to establish the amount of support in any case being
enforced by the State agency, and to modify any support
order included in the central case registry;

to order genetic testing for paternity establishment
where appropriate preconditions are met;

o enter a defanlt ordere-

0 establishing paternity (where a putative father
refuses to submit to genetic testingj; and

@  to establish or modify & support obligation, where
an obligor or obligee fails to respond to notice
Lo appear;

to subpoena financial or other information needed to
establish, modify, or enforce an oyxder, and to sanction
failure to respond to a subpoena;

to obtain access {including automated access, 1if
available}, subject to appropriate safeguards, Lo~

o records of other State and local government
agencies, including records on vital statistics;
tax and revenue; real and titled persconal
property; occupational and professional licenses;
ownership and corntrol of corporations and otheyr
business entitles; employment security; public
assistance; law enforcement and motor vehicles;

143 customer records of public utilities; and

o information held by financial institutions on
individuals who owe or are owed support {or
against or with respect to whom a support
obligation is sought);

}

to order wage or other income withholding;

to direct that the payee under an order be changed (in
cases being enforced by the State agency) to the .
appropriate government entity;
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o for the purpose of securing overdue support--

o to intercept and seize any payment to the
obligor by or through a State or local
government agency;

o to attach .and seize assets of the obligor
held by financial institutions;

o to attach retirement fund? (where permitted
by the Secretary}); r

o to impose liens and, in appropriate cases, to:
force sale of property and distribution of
proceeds; and .

o] to increase monthly suppdrt payments to
include amounts for arrearages.

o) to suspend drivers’ licenses of individuals
owing past-due support.

Section 635 also requires State laws to provide for the
following substantive and procedural rules and authority,
applicable to all proceedings to establish paternity or to
establish, modify, or enforce support orders:

o procedures permitting presumptions of notice in child
support cases, under which parties to a paternity or
child support proceeding must file with the tribunal,
and update, information on location and identity, which
may be relied on in any subsequent child support
enforcement action between the same parties for
purposes of providing notice and service of process (if
due diligence has otherwise been exercised in
attempting to locate such party);

o procedures ensuring Statewide jurisdiction in child
support cases, under which the IV-D agency and
tribunals hearing child support and paternity cases
have Statewide jurisdiction; their orders have
Statewide effect; and (where orders in such cases are
issued by local jurisdictions) a case may be
transferred within the State without loss of
jurisdiction. :

This section would bar the Secretary from granting States
exemptions from State law requirements under section 466 of the
Act concerning procedures for paternity establishment); recording
of orders in the central State case registry); recording of
'social security numbers); interstate enforcement); or expedited
administrative procedures.
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Finally, this section requires the IV-D agency’s ADP system
to be used, to the maximum extent feasible, to implement the
above expedited administrative procedures.

SEC. 636.

ADOPTION OF UNIFORM STATE LAWS.

Section 636 requires States, by January 1, 1996, to adopt in
its entirety the Uniform Interstate Family $up§art Act, with the
following modifications and additions:

L2

the State law is to apply in any case {1} involving an
order established or modified in one State and for
which a subseguent modification is sought in another
State; or {2} in which interstate activity is required
to enforce an order;

the State law shall presume that a tribunal in the
State with jurisdiction over a child who lg a resident
of the State has jurisdiction over both parents;

the State law shall provide that the State may modify
an order issued in ancther State if {1} &ll parties do
not reside in the issuing State, and either reside in
or ara subject to the jurisdiction of-the State in
question; and {2) (if any other State is exercising or
seeks to exercise jurisdiction}, the conditions
applicable to simultaneous proceedings are met toe the
same extent as regquired for proceedings to establliah
orders;

the State law shall permit consenting parties to permit
the State which issued an order to retain jurisdiction
which it would otherwise lose because the parties are
ne longer present in that State;
the State law shall recognize as valid service of
process upon persons in the State by any means
acceptable in the State which is the initiating or
responding Btate in a proceeding;

The State must have procedures requiring all public and
private entities in the State t¢ provide promptly, in
responsge to the request ¢f the IV-D agency of that orx
any other State, information on employment,
compensation, and benefits of any employee or

cantractor of such enticy. |

Section 636 provides for expedited appeal to the Supreme
Court of any district court ruling on the constitutionality of
the above provision concerning long-arm jurisdiction based on the
child’'s regidence, .
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SEC. €40.

. i
Part £ - Paternity Establishment
3

STATE LAWS CONCERNING PATERHITY ESTABLISHMENT,.

Section 640 amends the provisions aanaernlng State laws on
paternity establishment to require such lawgww

o

te permit the initiation of proceedings to establish
paternity before the birth of the child concerned;

to provide authuority to order genetic testing upon
request of a party when such request is supported by a
sworn statement,establishing a reasonable possgibilicy
of parentage;

to regquire the IV.D agency, when it orders genetic
testing, to pay the costs (subject (at State option) to
recoupment from the putative father if paternity is
established), and t¢ obtain additional testing {upon
advance payment)} where test results are disputed;

to require the State to admit into evidence results of
any genetic test that is of a type acknowledged by
accreditation hodies designated by the Secretary as
having a high probative walue on the issue of
paternity, and performed by a lab&ratory approved by
such an accreditation body;

to make cooperation by hospitals and other health care
facilities in veluntary paternity acknowledgment
procedures a condition of Medigalid participation;

to require any State that treats a voluntary
acknowledgment as a rebuttable presumption to provide
that the presumption bocomes conclusive within one yeax
{unless rebutted or invalidated};

to provide that no judicial or administrative
proceedings are reguired or permitted to ratify an
unchallenged acknowledgment of paterxnity:

to provide that parties to a p&tarﬁiby proceeding are
not entitled to jury trial (except where required by
the State constitution);

to require issuance of an order for temporary support,
upon motion of a party, pending an administrative or
judicial determination of parentage, where paternity is
indicated by genetic testing or other clear and
convincing evidence;
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o to provide that bills for pregnancy, childbirth, and
genetic testing are admissible without foundation
testimony;

G to grant digcretion to the tribunal establishing
paternity and support to waive rights to amounts owed
to the State (but not t¢ the mother) for costs relating
to pregnancy, ¢hildbirth, genetic testing, and child
support arrears, where the father coaperatea ) o
acknowledges p&t&rnity, ,

o) to provide (at State option) for vacating an
acknowledgment of paternity, upon the request of a
party, on the basis of new evidence, the existence of
fraud, or the best interest of the child; and

o to ensure that putative fathers have a reasonable
opportunity to initiate paternity sctions.

SEC, 641, OUTREACH FOR VOLUNTARY PATERNITY ESTABLISHMENT.

Section 641 regquires State IV-D plans, effective Qctober 1,
1996, to provide that the State will publicize the availlability
and encourage the use «f procedures for voluntary establishment
of paternity and child support, whichww

o will include distribution of materials at schools and
health care facilities and follow-up Oon each out-pf-
wedlock child discharged from a hospital after birth;
and :

o may include programs to gducate expectant couples on
rights and responsibilities relating to paternity, in
which all expectant IV-A recipients may be required to
p&rtic;pate}

80 percent Federal matching would be avamlable for the above
outreach activities in gquarters beginning on and after October 1,
189%.

SEC. 642, PENALTY FOR FAILURE TO ESTABLISH PATERNITY PROMPTLY.

Section 642 provides for reduction of Federal matching
otherwise payable to a State IV-A preogram, for guarters beginning
10 months or more after enactment of this bill, for failure to
establish paternity for children bornm 10 months or wmore aftex
enactment who are receiving public assistance, whose mothers or
cugtodial relatives have ccoperated with State agency efforts for
the entire preceding year, but for whom paternity has not been
established. The reduction formula would be established in
regulat;und; it would equal the product of {1} the nunber of such
children in the State {after making allowance ?Qr a tolerance
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level of a percentage of sach children, ranging from 25 percent
for FY 1937 to 10 percent for FY 2000 and succeeding fiscal
years); (2) the average monthly payment under title IV-A; and (3)
the applicable Federal matching rate under title IV-A.

SEC., 643. INCENTIVES TO PARENTS TO BSTABLISH PATERRITY.

Section 643 authorizes the Secretary to approve IV~D State
plan amendments providing for incentive payments to families to
encourage paternity establishment.. State payments for this
purpose would be matched as ordinary IV-D expenditures.

This section also requires the Secretary to authorize up to
3 States to conduct demonstrationa providing financial incentives
to families for establishment of paternity. 100 percent Federal
matching would be available under title IV-D for State paymnents
to families under these demonstrations.

R
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i

Part ¥ - Establishment and Modification of Support Orders
SEC. 651, NATICONAYL COMMISSION OWN CHILD SUPPORT GUIDELINES.

Section 651 provides for establishment of a National
Commission on Child Support Guidelines to consider whether a
national c¢hild support guideline is advisable and, if 80, to
develop a proposed guldeline for congressional consideration.
The Commission iz to consider matters including the adsguacy of
State guidelines; the definition of income and circumstances
under which income should be imputed; tax treatment of support;
cases in which parents have obligations to more than one family;
treatment of expenses for c¢hild care, health ware, and special
needs; the appropriate duration of support; and issues raised by
shared custody. '

The Commission would bave 2 members appointed by the
Chairman and 1 by the Ranking Minority Member of the Senate
Finance Committee; 2 appointed by the Chairman and 1 by the
Ranking Minority Member of the House Ways and Means Committes;
and § appointed by the Secretary. HMembers would be appointed by
Maxch 1, 1995, and would make a f£inal report to the President and
the Congress within 2 years after appointment.

Appropriations are auvthorized of §1 million for each of Fis
1995 and 19296, to remain available until expended.

8EC. 652. STATE LAWS CONCERKING HODlFIC&T!ON OF CHILD SUPPORT
ORDERS.

Section 632 requires States, effective October 1, 1999, to
have in effect laws concerning modification of child support
orders under which-w

o the IV-D agency modifies all support orders {including
3ndxc1a1 orders) included in the central case xegistry,
in accordance with State guidelines on award amounts;

el all orders in the central case registry are revised and
adjusted at least every 36 months unless adjustment is
not in the child*s best interests and neither parent
hags reguested review, or unless both paranﬁs dacline
modification in writing.

o suppert orders must be reviewed upon the regquest of
either parent vhenever either parent’s income hag
changed by more than 20 percent, or other substantial
changes in circumstances have occurred, since the order
was established or most recently reviewed.

i

- it e
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This section also amends current due process provisions to
eliminate specific Federal timetables and to require instead
application of State due process safeguards,

SEC. 653. STUDY ON USE OF TAX RETURN INFORMATION FOR
MODIFICATION OF CHILD SUPPORT ORDERS.

Section 653 requires the Secretaries of HHS and Treasury to
conduct a study to determine how income information included in
tax return information might be used to facilitate the process of
modifying child support awards.

Part ¢ ~ Bnforcement of Support Orders

SEC, 661. REVOLVING LOAN FUND FOR PROGRAM IMPROVEMENTS TO
INCREASBE COLLECTIONS.

Section 661 authoriszes approprilation of $100 million foxr FY
1895, to remain available without fiscal year limitation, to
establish in title IV-D a revolving fund for loans by the
gecretary to States for short-term projects making operational
improvements in State and local IV-D programs with the potential
for achieving substantial increases in c¢hild support collections.
Loans from the fund could not exceed $5 nmillion-per State or $1
million per project (or $5 millien for a single Statewide project
in a large State}; loan durations could not exceed 3 years,

Loans would be repaid through offsets against the increase in
State incentive payments, plus additional offsets against State
IV-D payments as necessary to ensure full repavment in 3 years.

SEC. £62. FEDERAL INCOME TAX REFUND OFFSET.

Section 662 makes amendments, effective Jénuary 1, 1996,
relating to the aunthority to offset child support arrearages
against Federal income tax refunds, as follows:

O The Internal Revenue Code of 1986 ls amended to provide
for offset of child support arrears {whether owed to
the family or assigned to the State) against income tax -
OVerpayRentsw— :

< [UNDER DISCUSSION WITH TREASURY:] before offset
against current Federal tax liabilities; and

a before offsets for other debts oyed Fedaral
agencies.

o Title IV-D is ancnded=-

e to elinminate disparate treatment of families not
receiving public assistance, by repealing
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provisions {applicable only to support arrearsg not
assigned to the State) that-w

o make the offset available only for minor or
disabled ¢hildren who are still owed current.
support;

o getting a higher thrashold amount of arrears

hefore tax offset igs available: and

o permitting higher fees to be charged for the
offset service:; and

o to require that fees for the costs to the IRS be
assessed against the obligor, through offset
against the refund. i

SEC. 663. INTERKAL REVENUE SERVICE COLLECTION OF ARREARS.
Section 663 makes amendments, effective January 1, 1996~

o to title IV-D, eliminating {1} the threshold
reguirement that States make diligent efforts to
collect arrears by alternative means; and (23 the
requirement that States repay to the IRS its costs of
collection; and

o to the Internal Revenue Code of 1986, (1) reguiring the
IRS to assess ¢ollection fees againat the obligoxr, to
be c¢ollected through the IRS full collections mechanism
and credited to the IRS appropriations account; and (2)
barring imposition of additional fees for adjustment to
the amount of arrcars previously certified with respect
to the same obligor.

SEC. 664, AUTHORITY TO COLLECT SUPPORT FROM EMPLOYMENT~RELATED
PAYMENTS BY UNITED STATES.

Section 664 amends title IV-D, effective October 1, 1985, to.-
eliminate the separate rules for withholding of child support
from wages, pensions, and other employment~related compensation
of Federal employees, These amendments treat U.8. employment
income the same as income from any other employer for purposes of
the income withhelding provisions of title IV-D.

This section also amends 10 U.5.¢. to rvemove barriers to
availability of military retirees’ cowmpensation for payment of
child support, by making clear that these funds can be reached by
administrative as well as judicial orders, and to provide for
payment through a designated governmental entity.

SEC. 665. LYIENS.
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Section 665 amends the title IV-D requirements for State
laws concerning liens with respect ¢o child support arrears to
regquire.-

o centralized {and if possible automated} recordation;

¢ that such liens encumber all real and titled personal
property of the obligor; .

0 that the full amount of such liens {including
arrearages accruing later) take precedence over any
later-recoxrded liens; and

o that such liens may be imposed whenever arxears egual
or exceed two months’ support.

SEC. 666. VOIDING OF FRAUDULENT TRANSFERS .

Section 6§66 requires States to have in effect the Uniform
Frauvdulent Conveyance Act of 1981, the Uniform Frauwdulent
Transfer Act of 1984, or an eguivalent law providing for volding
of transfers ¢f income or property made to avoid payment of child
support. .

SEC. 667. STATE LAW AUTHORIZING SUSPENSION OF LICENSES,

Section 687 reguires ensctment of laws giving the State
authority to withhold, suspend, or restrict use of dyriver's
licenses, prufessional and occupational licenses, and
raecreational licenses of individuals owing overdue child support
or failing to respond to subpoenas or warrants relating to
paternity or child support proceedings.

SEC. 668. REPORTING ARREARAGES TO CREDIT BUREAUS,

Section 668 amends the requirement for a State law providing
for the reporting of child support arrears to consumer coredit
bureauns {which currently must permit such reporting} to require
such reporting, at no charge to the credit bureau, when payment
iz one month overdue,

SBC. 669. EXTENDED STATUTE OF LIMITATION FOR COLLECTION OF
ARREMRAGES .

Section 669 regquires that State law provide a statute of
limitations on child support arrears extending at least until the
child reaches age 30. (Thig anendment would not reguire a State
to revive any payment obligation which had lapsed on the
effective date of the State law.)

SEC. 670. CHARGES FOR ARREARAGES,
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Section 6§70 reqguires State laws to provida, not later than
October 1, 1997, for assessment of interest¢ or penalties for
child support arrearages.

SEC. 671. VISITATION ISSUE BARRED,

Section 671 reguires State laws to provide that fallure to
pay child support is not a defense to denial of visitation
rights, and denial of wisitation rights is not a defense to
failure to pay child support.

Payt H - Amendments to Other Laws

SEC, 681. NO INCOME TAX DEDUCTION FOR CHILD OWED PAST-DUE
: SUPPCRT.

Section 681 amends the Internal Revenue Code of 1986, with
respect to tax years beginning on and after January 1, 1996, to
deny any exemption for a dependent. child forxr whom a taxpayer owes
ghil& support for the tax year which is twe months or more past

ue. .

SEC. 682. TREATMENT OF SUPPORT OBLIGATIONS UNDER BANKRUPTCY
CODE . -

Section 682 amends the Bankruptcy Code (11 U.8.C.),
effective Gctober 1, 1935, to provide—-

o that the commencement of a bankruptey proceeding will
not stay the commencement or ¢ontinuation of a judicial
or administrative proceeding on the issues of paternity
or child or spousal support;

o for develcopment by the Judicial Conference of the
United States of a simplified form and f£iling procedure
to be used by child support creditors of a bankruptoy
petitioner; and :

o for treatment of a child support creditor as a
preferred unsecured creditor, entitled to payment in
full, in accordance with any payment schedule
established by a fanmily court or other child support
tribunal, ahead of all other unsecured creditors.

SEC, 683, DENIAL OF PASSPORTS FOR NONPAYMENT OF CHILD SUPPORT.

Section 683 amends 4 U.8.C., effective October 1, 1888, to
provide that the Secrstary of State, upon & showing by the
Secretary of HHS or a State IV-D agency that an individual owes
child supporxt arrears of over $5,000, must refuse to issue a
passport to the individual and may. revoke or restrict a pasgsport
already issued. For purposes of enforeing this provision, the
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Secretary of State would have access to OCSE records concerning
child support arrears cases certified for Federal income tax
offset,

Part I - Child Support Assurance

SEC. 691, CHILD SUPPORT ENFORCEMENT AND ASSURANCE
DEMONSTRATIONS .

Section 691 requires the Secretary to fund grants to 3
States for demonstrations, beginning in FY 1996 and lasting from
7 to 10 years, providing assured levels of child support for
children for whom paternity and support have been established.
The projects would be administered by the State IV-D agency or
the State department of taxation and revenue, Annual benefit
levels set by States could range from §1,500 to $§3,000 for a
family with one c¢hild, and from $3,000 to $4,500 for a family
with four or more children. States could regquire absent parents
with insufficlient income to pay support to work off support by
participating in work programs. %0 percent Federal matching
would be available from appropriations for payments o States
under title IV-D,

SEC, 692. MINIMUM BENEFIT DEMONSTRATIONS.

Section 6%2 requires the Secretary to fund grants to at
least 2 Btates for demonstrations, beginning in FY 1996,
providing minimum ¢hild support of $50 per child per month., To
gualify to participate, a State must have in effect child support
guidelines ensuring that no support award is for less than $50
per month per child., Bligible families may not be receiving AFDC
and must have in effect a child support order providing at least
$50 per month per child. States could require absent parents
with insufficient income to pay support to work off support by
participating ip work programs, 90 percent Federal matching
would be avallable from appropriations for payments to States
under title IV-D,

SEC. 633, SOCIAL SECURITY ACT DEMONSTRATIONS .

Section 6%3 amends section 1115 of the Act to eliminate the
requirement that IV-D demonstrations may not result in increased
posts to the Federal Governnent under AFDC, , 1

Part J - Access and Visitation Grants

t

SEC. 6%1. GRANTS TO STATES FOR ACCESS AND VISITATION PROGRAMS.

Section 693 adds a new section 469A of the Act providing a
new capped entitlement program of grants to States for programs
to support and facilitate noncustodial parents’ access to and
wvisitation of their children. The program would be funded at §5
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million for each of F¥s 1996 and 1997, and $10 million per year
thergafter; Federal funding would be available to match %0
percent of a State’s expenditures up to the amount of its
allotment under a2 formula based on the numbers of c¢hildren living
with only one biological parent. State programs could be
administered by the CSE agency either directly or through courts,
local public agencies, or non-profit private entities, and could
be Statewide or geographically limited, \

Part K « Biffect of Knactmen€
SEC., £95., EFFELCTIVE DATES.

Section 695 provides that, except as otherwise specified-~

o provisions of this title regquiring enactment of State
lawes oy revision of State IV-D plans shall become
effective October 1, 199%; and

¢ all other provisions of this title become effective
upon enactment,

subject to the proviso that, in the case of any provision of this
title requiring enactment ox amendment of State laws, a State
shall not be found out of compliance with such provision until
after the end of the next State legislative session beginning
after enactment.

SEC. 686, SEVERABILITY.

~ Section 696 provides that the provision.of this title are
severable, and that any provision found invalid will not affect
the validity ¢f any other provision which can be given effect
without regard to the invalid provision. ;

¥
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WORKING GROUP ON WELFARE REFORM, :
FAMIL'Y SUPPORT AND INDEPENDENCE

MEMORANDUM FOR MEMBERS OF THE WORKING GROUF ON WELFARE REFORM,
FAMILY SUPPORT, AND INDEPENDENCE

FROM; MARY JQ BANE
DAVID T. ELLWOOD
aBRUCE“REED\
WORKING"GROUP CO~CHAIRS

RE: WELFARE REFOBM LEGISLATIVE SPECIFIC&TION& -
OTHER PROVISIONS

DATE: May 12, 13894 x ;

Attached for your review and comments are the legislative
specifications for three sections of the welfare reform plan
including Prevention, Making Work Pay, and Improving Government
Assistance. As with our previous package on the child support
enforcement portion of the plan, we invite you to review these
specifications. %o exge&&te thzs process, we need your comments
.no later than 9 am .t . Any matjor policy concerns
identified by that time wlll be resalved and reflacted in the
legislative language on the Prevention, Making Work Pay, and
Improving Government Assistance provisions which we will submit
to OMB for clearance within the Administration. Please address
your comments to Wendell Primus. He can be reached by telephone
at 690.7409, or fax at 690-6562.

This package is the second of three planned segments we are
distributing for review. The next package should include the
JOBS/time limits/WORK provisions and some other remaining issues
not included here. We expect it will be available for your
review in the next week or so. Thank you,

4

- Attachment S

Addressees: see attached list : -

Asrospace Building » 370 L'€nfant Promensda, S.W. & Buits 600 & Washington, 0.C. 20447



Addressees:

Eleanor Acheson
Michael Alexander
Ken Apfel
Walter Broadnax
Michael Camunez
Robert Carver
Norma Cantu
Andrew Cuomo
Maria Echaveste
Chris Edley
Joycelyn Elders
Maurice Foley
Thomas Glynn
Ellen Haas
Elaine Kamarck
Augusta Kappner
Madeleine Kunin
Avis Lavelle
Marsha Martin
Alicia Munnell
Wendell Primus
Doug Ross
Isabel Sawhill
Mike Smith

Gene Sperling
Michael Stegman
Joseph Stiglitz
Fernande Torres-Gil
Jeff Watson
Kathi Way
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PREVENT TEEN PREGNANCY
AND PROMOTE PARENTAL RESPONSIBILITY

WMy 9, 15, S:idgm]

A. NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE

1. ~ Teen Pregnancy Prevention Mobilization Grants and Establishment of a Nation
Clearinghouse on Teen Pregruancy '

Current Law

There are nuwmerous Federal programs that address the issue of teen pregnancy prevention, includ!
repeat pregrancies. Some Jocus specifically on teen pregnancy, but given that the mudtiple problemy
adolescents face are often interrelated, the specific problems that other proprams emphasize {e.g.,
substance abuse, education) are also related to adolescent pregnancy prevemtion. Currenm federal
efforts include HHS's family plansing grams, maternal and child heaith programs, adolescent health
programs, runaway and homeless youth programs, and alcohol and substance abuse prevention l
programs, Department of Education efforts include drop-owt prevention, drug-free schools and L
communitics programs, and postsecondary education outreach and student suppors services programay,

and the Deparmment of Labor efforts include New Chance, Youth Fair Chance, JTPA programs, and -

the Young Unwed Fathers Project. There dre also programs in the Deparrmem‘s of Housing and

Urban Development, Agriculture, Justice, Interior and Defense.

Vision

The rise in out-af-wedlock births 1o ween parents over the past generation has raised the issue of teen
pregnancy to national significance. The munsher of births to unwed teen mothers increased fron
22,000 in 1960 10 368,000 in 1991, Lases headed by unwed mothers aocounted for abouwt four-fifths
of the growth of 1.1 million in the welfare rolls over the past ten years, fmm 3.86 miltion families in.
1933 10 3.97 families in 1993,

Adolescents who bring children into the world face a very difficult time geiting themselves out of
poverty, while young people who graduate from high school and defer childbearing until they are
mature, married and able to support their offspring are far more Hikely to get ghead. Both parents
bear responsibility for providing emotional and magerial support.  The overwhelming majority of
teenagers who bring children into the world are not yet equipped to handle this fundamental
obligation,

There will be a national campaign 1o address the problem of teen pregnancy. the non-legistative
aspects of thiz campaign are a natfonal mobilizarion that pudls rogether business, national and

- community voluntary organizations, refigious instinations, schools, and the media befiind a shared and

urgenr challenge direcred by the President; ihe announcernent of national goals 1o define the mission
and to guide the work of the national campaign, and the establishment of a privotely funded none
profit, non-partisan entity committed to the goals and mission of the nationat campaign. These are
the eysential bullding-blocks of a comprehensive campaign for youth baluncing opportunity and
responsibility across the full range of Adminisiration yowth initiatives, including Goals 2000, Schooi-
to-Work, the health clinics propesed under the Health Security Act, the gfier-school and jobs
programs included in the prevention package in the Crime BIll, ax well as the prevendion strategies
proposed below as part of welfare reforn,
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A Teen Pregnancy Prevention Mobilization Gramt Program is proposed where about 1,000 schools
and conmiunity-based programs would be provided flexible granis where they can implement teen
pregnancy prevention program models with records of promising results.  Funding would be rargeted
o 3chools with the highest concentration of youth at-risk and would be available to both middie and
high schools. The goal would be to work with yowh as early as age 10 and establishing continuous
contact and involvement through graduation from high school. To establish a visible and effective
presence, these programs would coordinate o team of individuals prawded by the Corporarion for
Nationad and Community Service.

istativ cification,

(@) Establish a separate authority under the Title XX of the Social Seczzz‘:iy Act for grants to
promote the development, operation, expansion, and improvement of school-based adolescent
Pregnancy prevention programs in{giigh pavertyjareas.

(b} The grantees shall be entitied to payment of at least $75,000 and not more than $300,000 each
fiscal year for five years. The grant amount will be basad on an assessment of the scope of
the proposed program and the number of children to be served by the program.

{c} The grants will be jointly awarded by the HHS, Education, and the Carporation on
Community and National Service, in consultation with other Federal departments and
agencies.

3

{d) Eligibie grantees are local education agencies, in partnership with one or more community-
based organization, institution of higher education, or publie or private nonprofit agency or
organization, on behalf of one or more eligible schools. Grantees would have to be located in
a high poverty area defined as an area that includes a high school and feeder schools and
whose attendance area is extremely high poverty and has high rates of teen hirths and AFDC
receipt. Geographic distribution, including urban and rural distribution, would be taken into
account in selection of grantees,

(&) Lach program would work with middie and high school age youth 10 establish continuous
gontact and involvement through graduation from high scheol.

6 Individual grantees will, taking Jocal needs and resources int account, design and implement
promising programs 1o prevent {gen pregnancy. Possible approaches include targeted
incentive systems and a focus on health counseling and services. Existing successful
programs—inciuding those now operated by national voluntary organizations--wauld be
encouraged o apply for funds to expand and upgrade their services.

&) Grantees would be given a great deal of fiexibility in designing their program. However,
core components at each site must include:

L Curriculum and counseling desigaed to reach young people that addréss the economic,
emotional and medical consequences of prematuse sexual behavior and teen
pregnancy. Existing models of best practices supgest that these educational activities
should focus on developing the psychology and churacter required for responsible
behavior as well as on expanding cognitive knowledge.

® Activities designed o develop sustalned refationships with caring adults. Group
" coaching, individual mentoring, and a range of acnvities after-school, on weekends,

!
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and in the suramer could be included. Such activities could well include community
service by the youth themselves,

National Service participants would be assigned to work at each site. This component would
provide the foundation for youth service work, after-school activities such as coaching teams,
and coordinating local support. Grantees would be asked 1o describe how National Service
participants would be used. ‘

School-hased programs would be askad to develop ongoing paméfships with other key
comawinity institutions, such as churches, youth groups, universities, businesses, or other

community, ¢ivie, and fraternal organizations. Priority would be given to programs able to
leverage other Federal and State funds.

As 3 condition for receiving funds, each potential recipient would be required to submit an
application which describes: (1) the core services and other ssrvices provided; (2) the goals #
intends to accomplish; (3) the methads it intends to use to coardinate with other programs; 4)
how it will not use funds to supplant Federal funds; (5} the 20 percent non-Federal, incash or
in-kimd, match provided; and (6} any other information that the Secretaries determine
appropriate,

The Secretary may terminate a grant before the end of the S-year period if the Secretary
determines, after providing training and technical assistance, that the grantee conducting the
project has failed (o carry out the project as described in the approved application,

Total funding for the program is $300 million aver five years, 520 million in FY 1996, 340
million in FY 1997, $60 million in FY 1998, $80 million in FY 1999 and $100 million in FY
2000, Ten percent of the funding will be set-aside for the establishiment of & National
Ciearinghouse on Teen Pregnancy (8ee ni. below}. Since this program is authorized through
Title XX of the Social Security Act, any funds not expended in a fiscal year shall be
redirected to the Title XX Social Services Block Grant Program.

Establish a National Clearinghouse on Teen Pregnancy Prevention which would provide
communities and schools with teen pregnancy prevention programs with curriculy, models,
materials, tratning and technical assistance, It will establish an information exchuange and
network on promising madels and rigorous evaluations. .

Learning from Prevention Approaches through Comprehensive Services Demonstrations
te Prevent Teen Pregnancy in High Risk Communilies

Q};?i’ﬁﬁ§ Law

There are demonstrations aushorities thar exist to serve youdh in particular areas, bt most are not o
comprehensive in the scope of services for all youth and are not a saruration model,

Yision

Early child-bearing and other probiem behaviors are interrelated and strongly influenced by the
general fife-experience associated with poverty. Changing the circumstances in whick people five and
consequently how they view themselves is needed 1o change the decisions young people make in regard
f0 their lives.
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For any effort which kopes 10 have resules thar are farge enough to be meaningful, attention must be
made to circumstances in which youwh grow up. It should address a wide spectrum of areas
associared with youth fiving in o healthy corununity. economic opportunity, safely, health, education,
among others. ;
Particular emphasis must be paid to the prevention of adolescent pregnancy, including sex education,
abstinence education, life skills education, and contraceptive services. Programs that combine these
elemenzs have shown most promise, especiatly for adolescents who are motivated to avold pregnancy.
However, for those populations where adolescent pregnancy is a symptom of deeper problems, sex
education and contracepiive services alone will be inndequate; they must be part of a much wider
spectrum of services. :

i
interventions need o enhance education, link education to heglth and other services, help siabilize
communities and families in trouble. This would provide a sense of rationality and order in which
youth can develop, make decisions, place trust in individuals and institutions serving them, and have
a reasonable expectation of a long, safe, and productive life.

Comprehensive Demonstration Grants for Youth in High-Risk Communities of sufficient size or
*critical masz” to significantly improve the day to day experiences, decivions and behaviors of yowth
is proposed. Services woudd be non-Categorical, integrated and delivered with o personal dimengion.
They would foltow a “vowth development” model and would seek to change neighborhoods as well as
directly support youth and families.

Legistative Specifications

(3} Establish a separate authority under the Title XX of the Social Security Act wherehy 2
designated number of neighborhond sites chasen by the Secretary, in consultation with other
Federal Departments, would be entitled 10 demonstration grants o educate and support
school-age youth (youth ages 10 through 21) in high risk situations and their family members
through comprehensive social and health services, with an ensphasis on pregnancy preventios,

)] Funding and services provided under this program do not have to achieve this goal of
comprehensivensss in and of themselves, Rather, this funding can be used 1o provide “glue
money,” fill gaps in services, ensurg coordination of services, and other similar activities
which will help achieve the overall goal of comprehensive integrated services to youth.

<} Five neighborhood sites would be eatitied to $98 million over § vears ($3.6 million per site).
Grantees would be required to provide a 10% match of the Federal funding. This could
include in kind conteibutions. Since this program is authorized through Title XX of the Social
Security Act, any funds not expended in a fiscal year shall be redirected to the Titde XX
Social Services Biock Grant Program.

1) The activities authorized under the demonstration would be forused on four broad areay;
grantees would be given great flexibility (¢ design programs within these areas:

{i} Health services designed fo promote physical and mental well-being and personal
responsibility, These include school health services, health education, sex education,
family planning services, substance abuse prevention services and referral for treu-
ment, life skills teaining, decision-making skills training, and ethics training,

1
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{it} Educational and employabifity development services designed to promote
educational advancement and opportunities for job attainment and productive
employment, to eslablish a Efelong commitment to learning and achievemeni, and
to increase seilconfidence. Activities could include, but are not limited to, academic
tatoring, literacy training, drop-out prevention programs, remsdial aducation or
services for youths who have dropped out of school, career and wiiega counseling,
mentoring programs, job skills training, appreni:mﬁzps and part-time paid work
apportunities,

(i} Social support services degigned to provide youth with u stable envirenment and
to encourage youth (o participate in safe and productive activities, Services could
include, but are not Himited o, cuitural, recreational and sporis gativities, leadership
development, peer counseling and crisis intervention, mentermg programs, pareniing
skills training, and family counseling,

{iv)  Commumity activities designed to change community norms, to improve
community stability, and fo encourage youth {0 purtieipate in community zervice
and establish a stake in the community, Activities could include, but are not
limited to, community policing, community service programs, community activities in
partnership with fess distressed neighborhooeds, and establishment of community
advisory councils with youth repregeatation.

Sites would have to meet the following characteristics, and any others determined by the
Secretary of Health and Human Services, in consultation with the Secretaries of Education,
HUS, Justice, and Labor.

(i Geongraphic - Communities must identify the neighborhood or neighborhoods they
will target. Smaller, more focused boundaries than those required in Empowerment
Zones or Youth Fair Chance will be used in order to develop a "critical masg” of
services to meet the above goals. Each meighborhood must have an identifiable
boundary and must be considered a neighborhood by its residents,

(i} Population — Each neighborhood or group of neighborhoods have populations of
approximately 20,000 to 35,55 people,

(i}  Poverty — The estire area must have a poverty rate of at least 20%, with 50% of the
area having & vate of at least 35% and 90% of the area baving a rate of at least 25%,

Local governments or units of local governments and non-profit organizations could apply,
Applicants would be required o supply evidence of comprehensive commitment 10 the project
and collaboration between the community and State. The applicant muost involve muitiple
glements (e.g., govérnment, schools, churches, husinesses) of the community and the State in
the planaing and nplementation of the demongsteation program,  Applicants must demonstrate
{1} ability @ manage this major effort, (2} vesources for obtaining data and msintaining
accurate records, and (3} assurances that the fuading provided through this program will not
be used o supplam Federal funds for services and activities which promate the purposes of
this program.
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{3 Applicants must define the goals intended to be accomplished under the project. They must
also describe the methods o be used in measuring progress toward accomplishment of the
goals and outcomes 10 be measured.  Outcomes 1o be measured would include, but are not
Himited o, birth rates, high school graduation rates, college attendance rates, rates of alcchol
and other drug use and vioclence reduction.

(h} The Department will support rigorous evaluations of all demonstrations. Grantees will be
required to assist and coordinate with independent evaluators selected by Department. The
Federal government will also provide technical assistance to petential applicants and to those
selected throughout the life of the demonstration. These activities will be coordinated with
the National Clearinghouse on Teen Pregnancy Prevention. $10 miliion would be provided
for these activities. f

)] The Secretary may terminate a grant before the end of the S-year period if the Secretary
determines, after providing training and technical assistance, that the grantee conducting the
project has failed to carry out the project as deseribad in the approved application.

B, RESPONSIBILITIES OF SCHOOL-AGE PARENTS RECEIVING CASH ASSISTANCE

f. Minor Mothers Live at Home
Current L aw i

Under Section 302(a}{33} of the Social Security Act, States have the option of requiring minors (those
under the age of 18) tv reside in their parenss” household, or a legal guardian or other adult relative,
or reside in a foster home, marernity home or other adult supervised supportive living arrangement
{with certain exceptions). Delaware, Maine, Michigan, Virgin Islands, and Puerto Rico have
included thiz in thelr State plan.

Yigion

By definition, minor mothers are children. Generally, we believe that children should be subject o
adult supervision, This proposal would require minor mothers to five in an environment where they
can receive the support and guidance they need. At the same time, the circimsiances of each
individual minor will be taken into account in making decisions about living arrangements,

r

() All States would requice minor mothers to reside in their parents’ household, with a legal
guardian or other adult relative, with cerfain exceptions as desoribed below, This is the same
a8 current law, except that now the provision would be 2 requirement,

() As in current Jaw, when a minor mother lives with their parem{s} theilr income it taken inlo
account in determining the henefit, If the minor mother lives with another responsible adult,  Jd.x wy-’i‘
the responsible adult’s income is not taken into account.

() A minor parent is an individual who (i} is under the age of 18, (i) has never been married,
and (i} is either the natral parent of a dependent child Hving in the same household or
siigible for assistance paid under the State plan to 2 pregnant woman. 'This is the same
definition 23 current Iaw,
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() The following exceptions {now n current law) to living with a parent or legal guardian will
be maintainad

(1) individual has no parent or legal guardian of his or her aown who is Hving and whose
wherezbouts are known; N

{if} no living parent or legal guardian of such individual allows tht, individual 10 live in the
home of such parent or guardian;

{iii) the State agency determines that the physical or emotional heaith or safety of the
individual or dependent child would be jeopardized if the individual and dependent child fived
in the same residence with the individual’s own parent or legal guardian;

{iv) individual lived apart from his or her own parent or legal guardian for 3 period of at Jeast
onc year before either the birth of any dependent child or the individual having made
application for aid to families with dependent children under the plan; or

{v} the State agency otherwise determines {in accordance with regulations issued by the
Secretary) that there s good cause for walving the requirement. (In those States that have this
policy, the following are examples of what they determine to be good cause exceptions: the
hosme is the scene of illegal activity; returning home would result tn overcrowding, violation
of the terms of the lease, or violation of local heaith and safety standards; the minor parent is
actively pacticipating in a substance ahuse program which would no longer be available if she
returned home; no parent or legal guardian lives in the State.} i

{¢) Current law is maintained regarding the determination of a minor mother’s regidency status
must be made within the 45 days that ali cligibility determinations sre made,

{f3 {f the State determines the minor should not live with 2 parent, legal guardian or other adult
relative, the minor must be assisted in obtaining an appropriste sapportive alternative to living
independently {or the State may determing that the individual’s current living arvangement is
appropriate}. (The types of living arrangements that States now use or are considering include
iving with an adult relative, 2 licensed Toster home, in a group home for pregnant teens or
test parents, and in an approved congregate housing facility.) If no appropriate setting is
found the State must grant eligibility, but must utilize case managers to provide monitoring of
the minor.

{3 The State would use the case management for teen parent provision {see #2 helow) © make
the determinations required under this provision, As described in the next propossl, these
case managers would be trained appropriately and have reasonable casetoads, Determinations
would be made after a full assessment of the sitsation, zz*zciz:dmg taking into account the neods
and concerns expressed by the mm{;r

2. Limiting AFDC Benefits To Additional Children Conceived While on AFDC

Currently, families on welfare receive additional support because their AFDC benefits increase
automatically to include the needs of an addirional child.

i
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The welfare system should reinforce paremal respongibility by keeping AFDC benefits constant when a
chitd is conceived while the parent is on weilfere. The meszape of responsibility would be further
Strengthened by providing the family an opportunity 1o earn back what they lost.

Legistative Specifications

{a3 Aliow States the option of keeping AFDC benefits constant when a child is conceived while
the parent is on welfare. This does not apply to a minor mother’s child living in a
grandparent’s housshold, The family planning services under 402(a){(15) must be provided to
all recipients. . ‘

) Under this option, if a parent has an additional chifd, the State must disregard an amount of
income equal to any increase in aid that would have been paid for by at least ong the
following--

1 child support;
21 earned income: or
3 some other source that the State develops and is approved by the Secretary.

¢} . Provision will not be applied in the case of rape or in any other cases that the State agency
finds would violate the standards of fairness and good conscience,

3. Access to Family Planning

f H

Section ¢02{a}(15} of the Social Security Act provides for the development of a program for preventing
or reducing the incidence of births owt of wedlock and otherwise strengthening family life, and for
implementing the program by assuring that in all appropriate cases {including minors who can be
considered 1o ke sexually active} family planning services are offered and are provided promply
direcily or under grrangements with others) 1o all individuals volumarily requesting such services,
Services will be voluntary and shall nor prerequisite to eligibility, This is to be provided to each
appropriate relative and dependent child receiving ald and for each appropriate individual fliving in
the same home ax a relative and child receiving aid} whose needs are taken into account in making
the eligibility determination.

Section 403(a}{3) indicates that fonily planning administrative costs are not marched ar 50 percent if
the State includes family planning services under their Title XX Social Services Block Grant Program.

Yision
- This proposal seeks 1o increase AFDC recipients” aceess to family planning services.

Legislativ ifiestio

{2} Under Section 403(a)(3}, the law would be changed to allow a 50 percent match for family
planning administration even if this is provided under Title XX,
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3. Case Management for All Custodial Teen Parents

Section 482(b)(3) of the Soclal Security Act allows Stares to provide case management 10 aif those
participating in the JOBS program.

::. N ’ i

Frequendly, it is multiple problems that lead youth o the welfare system. Their complex needs often
stand in the way of their meeting educational requirements wul other responsibilities.  Removing
these barriers o self-sufficiency can involve the confusing and difficult process of accessing multiple

service systems.  This proposal would provide every reen with a case manager who would help them
navigase these systems and hold them acconntable for their responsibilities and requirements.

Lepiiative Soecifications

a3 Require States to provide case management services to all custodial teen parents receiving wtt s f"k"
AFDC. Teens are defined to mean those under age 20. ¢

1)) Case management services 1o teen parents will include, but is not limited to—

1} - assisting recipients in gaining access to services, ineluding, at a minkmum, family
planning, parenting education, and educational or vocational training services;

2) determining the best living situation for a minar parent taking into account the needs
and concerns expressed by the minor (see £1 above); .

3) - monitoring and enforcing program participation requirgments (including sanctions and
incentives whers appropriate); and

4) providing pngoing general guidance, encouragement and suppornt,
States must in their plans describe how they will meet these requirements.

) Case managers must receive adequate training in the social service and youth development
field. The ratic of case managers to clients must be sufficiently small to adequately serve and
protect teen parents and their children. Both the training and ratios must be consistent with
those recommended by professional associations.

1

4, Teen Parent Education and Parenting Activities State Option
It W

Under Section #R20a)(19) of the Social Security Act, teen custodial purents are required to participate
in the JOBS program unless they are under 16 years of age, attending school full-time, or are in the
fast seven months of pregnancy.  Participation in the JOBS program involves an assessment of the
individual, and an agreement specifying what support services the State will provide and what
obligations the reciplent has. For those who have not obtained a high school diploma or ¢ GED,
attendance at school can serve as thelr JOBS assignment. Participation bn the JOBS progrom is
contingent on the existence of such a program in the geagraphic vicinity of the recipients’ reshdence.



FERAFY - for wwarion onded

in addition, under o Secrion 1115 waiver, Siaies can implement programs which utilize incentives or
sancitons ko encourage or require teen parents on AFDC 1o continue their education. Two examples
of a State having done or planning to do this are the Learning, Earning, and Parenting Program
{LEAP) in Ohio and Cal Learn in California, which is In the process of being implemented, LEAP
and Cal Learn are mandatory for all pregnary and custodial teen parents who are receiving AFDC
and who do not have a high school diploma or GED, Under both LEAP and Cal Learn program
rules, all eligible teens are required to enroll (or remain enrolled) in and regularty attend a schoot or
education program leading to a high school diploma or GED. These two initiatives apply only 10
teens who are cave heads, QOther Staies have obtained waivers to implement programs uzing sanctions
to influence dependents to continue their education.  Thiz may become relevant if minor mothers are
not permitted to be caseheads.

»

Vigion

Teenage mothers face substantial obstacies 1o achieving self-sufficiency. Eighty percent of teen
morhers drop out of high school and only 56 percent ever graduate. Their earning abilities are
tmited by lack of educarion wud job skills. Teen parents are ofien not well prepared in the area of
porenting.  This proposal provide States with a mechanism 1o utilize creative approaches for
encouraging and supporting Youth in both their educational ond parenting endeavors.

!

{a) Provide States the option to use monetary incentives (which must be combined with sanctions)
as inducement for pregnant teens and teen custadial parents who are recelving AFDC and who
do nat have a high school diploma or GED to envoll {or remain enrolled) in and regularly
attend a school or education program leading 10 2 high school diploma or GED, or & special
skills training program if the State determines this Is most appropriate for a recipient.  States
may also choose to provide incentives for participation in parenting education activities. This
option will operate as part of the new JOBS program, and the rules pertaining to JOBS will
apply unless 1t is specifically stated otherwise, .

) Each State plan must clearly define the following !
& Incentives, States must define by how much benefits will be increased and what kinds of
achievements will be rewarded.

Examples of incenlives chosen by Ohio and California are as follows:

In Ohio’s LEAP, teens who provide evidence of school enroliment receive a honus payment
of 862, They then receive an additional $62 in thelr welfare check for each month in which
they et the program’s attendance requicements.  For teens in a regular high school, this
means being absent no more than four times in the month, with two or fewer unexcused
ahsences. Different attendance standards apply o partdime programs, such as Adult Basic
Education {ABE} programs providing GED preparation assistance, but the same financial
incentives apply.

Participants of Cal Learn will be requiced to presemt thelr report cards four times § year, The
grant will be increased by $100 for the month after the Cal Learn participant receives a repost
card with 4 “C" average or hetter. For graduating high school {or its equivalent), these teens
will have their geants increased on a one time basis by $500.

10
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® Sanctions. Sanctions under the revised JOBS program would apply uniess the State
proposss alternative sanctions, to be approved by the Secretary, which the Staie believes
hatter achieves thelr ohjectives.

Examples of sanctions chosen by Ohio and California are as follows:

In LEAP, teens who do not attend an initial assessment interview (which commences
participation in LEAP) or fail to enroll in school bave $62 deducted from their grant (Le., the
teens are "sanctioned”) each month until they comply with program rules. Similarly, enrolied
teens are sanctioned by $62 for each momth that they exceed the allowed number of anexcused .
absences, Teens who exceed the allowed number of total ahsences, bot do not excesd the
altowed oumber of unexcused absences receive agither 2 bonus nor a sanction,

In the Cal Learn program, teens who do not receive 1t least a "D average or who do not
submit hisfher report card will have the assistance unit grant reduced over a two month period
by the lesser of $30 or the amount of the grant. This will result in a saaction of not more
than $100. Included i the sanctions will be teens that do not present their report cards
because they bave dropped out of school or were expelied,

& Coovdination, A case manager {(as described in A.2) will assess each recipient’s nesds and
arrange for appropriate services. States must describe the mechanism case managers and other
seevice providers will use to coordinate with schoals,

® Eligibility. States must include custodial teen parents under 20 vears of age and pregnant
women under the age of 20, States may choose & include all pregnant teens and teen parents
up to their 21st birthday. States may algo choose © include all teens, beyond those who are
pregnant or parents, ' ‘

& Exemptions. Exemptions from participation will be based on the same new guoidelines
governing participation in JOBS Prep, JOBS and WORK, with two exceptions.  First, teens
will only be sble w defer participation for 3 months after giving birth. Also, a disability will
not allow 2 recipiont from deferring participation in school, as schools are required to provide
students with disabilities appropriate services. (See JOBS and WORK section of proposat for
more specific details.) ’ i

& State-wideness,  States can liumit the geographic scope of this option.

® Information snd Evaluation. States would be reguired 1o provide information af the
Secretary’s request and to cooperate in any evaluation,

H
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MAKE WORK PAY

A. CHILD CARE

Vision:

Child care is critical to the success of welfare reform. It Is essential 10 provide child care support for
parents receiving assistance who will be required to participate in education, training, and
employment. " In addirion, child care support for the working poor is also essential 10 “moking work

© pay” and to enable parents to remain in the workforce. Our goal is to increase child care funding so0
that fomilies have the occess 1o the child care that they need, to simplify the administration of Federal
child care programs, and to assure that children are cared for in heaithy and sofe environments.

rrent Law and General Direction

The Federal Government carrently subsidizes child care for low-income fumities through a number of
different programs. The programs heve different eligibility rides and reguiations, creating an
extremely complivited system that is hard for both providers and recipients to navigate. The maior.
existing progroms include an entitiement to ohild core for AFDC recipients {ritle 1V-A); transitional .
child care (TCC) falyo an exdilemers} for up 10 g year for peaple who have left welfare for work; a
capped entittement {3300 million} for those the state determines 1o be at-risk of AFDC receipt {At-
Risk); and the Child Care and Developsent Block Gram (CCDBG). There is also o disregard for
child care costs available o working AFDC recipients, While these multiple programs provide
vaiuable support for child care, legislarive changes are needed to strengthen the welfare reform plon.

We are at this time making changes only in the IV-A programs, which will remain as separate
authoritics. Any changes in the CCDAG will be made during its reauthorization in 1995,

Legislative Specifications:
1. Expansion of funds rkin r

{a) Change the At Rlsk Chlld Care. ngmm Seam 4{}2(2} © 2 ca;zpeii entitlement withian

to families nat eligible for other IV-A child t::aré programs.

This program is currently a capped entitiement ($300 million) with the same match rate as
that for all IV-A child care.

2. Program simplification/eonsistency i

{a} Have the IV-A child cars funds flow directly to the IV-A agency and give the States the
explicit option to conteact 1o the CCOBG agency. States would retain the flexibility to have
more than one agency involved,

(b} There will be one State plan submitted for the IV-A and CCDBG programs. The

requirements for coordination, public involvement, and consuliation in relationship t
development of the plan will follow the CCOBG statute,

12
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In all programs, the CCDBG language will be incorporatatf for:
~urlimited parental access l\MSL‘ M%‘*-J{ 9
~parental complaints M»& ;
—gonsumer education \}W
--comphiance with state and Jocal regulatory requirements : N t:,c}‘;ﬁ‘: {2"" Q‘M
~establishment of health and safety requirements

--compliance with state and Jocal health and safety requirements
~reduction in standards

Added o the heaith and safety standards section are:

-3 requirement that the state must have requirements that all children funded under these .
authorities are immunized at levels specified by PHS, States will be given the flexibility to AL
exclude particular immunizations if they submit an acceptable justification to the Secretary.

i
~3 requirement that the state must have a requirement to assure that no child has access to
wxic and illegal substances or weapons in the child care setting.

A requitement that the state will have to establish and periodically revise, by rule, a sliding
fee scale that provides cost sharing by the famities that receive Federal assistance for ¢hild
care services. The fee scale will be the sume for alf programs (that used for CCDBG)

There will be one requirement for state reporting to cover all programs, with core data
elements to be defined by the Secretary.

£

Continaity of care : 1

The states will be given the optioa under the IV-A programs to extend hours and weeks of
care when reasonable to assure continuity of care for children and required participation of
their parents in JOBS, WORK, and employment,

Information (o parents

States must pmwde child care information to parents {use CCDBG language, adding
“{including options for care and payment),”}

Supply and quality Tssues

Create a set aside in the At-Risk program for supply bullding and guality improvements
using langnafe in CCDBG Section 658 {(3) as allowable activities and adding as an allowahle
activity the expansion of the supply of care for infants and toddlers in low-income
communities {as defined by the States),

Establish explicitly that licensing and monitoring of IV-A funded child care providers is an
allowable administrative cost, limited by a formula established by the Secretary.

13
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Payment

Prohibit states from lowering below their statewide limit or payment rates from levels
established in their 1994 plan unless a market rate survey indicates that the cost of care goes
down. Without allowing a lowering of the 1994 rates, allow future rates to be set by
geographic areas in the state that are related to child care cost variations Is such areas.

Retain the disregard, but mandate that states mus? provide working AFDC recipients with the
same fevel and forms of ¢hild care assistance g3 families in JOBS, TCC, and Aw-Risk Child
Care. __

A% ]
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B. PERMITTING PUBLICLY ADMINISTERED ADVANCED EITC PAYMENT
SYSTEMS ’

Current Law

The earned income tax credit (EITC) is a refundable tax credit available to a low-income filer who
has earred Income and whose adjusted gross income is below specified thresholds, Because the credit
is refundable, individuals can receive the full amount to which they are entitled, even if the amount
excemds their income tax liability, The amount of the credit depends on a taxpayers earned income,
adjusted gross income, and the number of gualifying children. The size of the credit increases signifi-
cantly if an individual has one or more qualifying children who meet age, residency, and relationship
tests.

Low income workers can claim the EITC when filing their tax retwrns at the end of the year. In
addition, warkers with children have the choice of obtaining 8 portion of the credit in advance
through their employers, and clamming the balance of the credit upon filing their income tax returns,
The amount of the advanced payment is calculated on the basis that taxpavers have only one
quatifying child. The annual advanced EITC payment cannot excesd 60 percent of the maximum full-
year BITC for a family with one child, In 1994, the muaximum advance payment would be $1,223 in
1994, relative to 2 maximum annual EITC of §2,038 for a family with one child for a family with
ane child and $2,528 for 2 family with two or more children,

An employee choosing to receive a portion of the EITC in advance does so by filing a form W-5 with
his or her employer. The employer is not required to verify employee’s eligibility for the credit.
Employers may be penalized for failing to comply with an smployee's request for an advanced
payment, The employer calculates the advanced EITC payment to which an employee is entitled
based on the employee’s wages and filing status and adds the appropriate amount io the employee’s
paycheck. The employer reduces its payment of employment and income taxes to the IRS by the
aggregate amount of advanced EITC payments made during the period and reports this amount o the
IRS on form 841, At the end of the year, the employer notifies both the IRS and the employee of the
actual amounts of advanced credits paid to the employee by filling in a box on the form W-2, When
filing their income tax return at the end of the year, an employee i required to report advance
payments, if any, of the EITC,

Visi

The proposal would promote use of advance payment option of the Earned Income Tax Credit by
shifting the outreach and adminisirative burden from employers 1o selected public agencies, such as
by permitting States o deliver the advance payment through food stamp offices and by encouraging
experimentation of integrating EITC transfers both with emerging wechnologies (BBT) and other
income support transfer systems.,

Rational

Few programs are a8 offective in reaching the eligible population as the EITC. Every person who
files an mcome tax return encounters information about the EITC, If the person does not claim the
EITC nat appears eligible for the credit based on information on his or her return, the IRS will send a
fetter fo the person telling them asbout the credit. 1n addition, the IRS operates extensive outreach
programs to inform fow-income workers of their eligibility for the EITC. Despite the successes of
the current program, the delivery of the EITC could be improved in a number of ways. First,
information about the EITC should be broadly disseminated. Of particular concern are welfars

i
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recipients and other non-filers. These individuals may not know about the EITC because they do
have to file a 1ax return if their adjusted gross incomes are below the tax thresholds.

Second, certain barriers w claiming the EITC in advance should be removed, In recent vears, fewer
than 1 percent of BITC clatmamts have received the credit theough advance payments in their
paychecks. The reasons for the low utilization rate are not fully known, A recent GAQ study found
that many low-income taxpayers were unaware they could claim the ¢redit in advance. To remedy
this probiem, the IRS has begun an intensive effort to educate and encourage employers to help
deliver advance EITC payments in workers’ paychecks.

There may he other barriers to participation in the advance payment option. The GAQ study also
found that once informed, many workers stated that they would prefer 1o receive the BITC in 2 lump-
sum payment. While some workers may simply prefer the forced savings aspect of receiving the
credit in g lump sum, others may fear their employer’s reaction i they ask for a government wage
supplement to be added to their paycheck. Others may be fearful of owing the government a large
sum of money at the end of the year because they received oo large an amount in advance,

While many ETTC recipionts may prefer to receive the cradit as a Jump-sum payment, others could
benefit from receiving the credit in more regular imtervals throughout the year, By receiving the
credit 28 they earn wages, workers would observe the direet Jink between work effort and the FITC.
Some workers may experience cash-flow problems, and the promise of the credit at the end of the
year may not be sufficient coliateral for a loan. Others rely on expensive refund-anticipation
programs and pay high interest rates in order to receive the credit several weeks early.

Third, the potential for fraudulent and erroneous claims of the BITC should be reduced. At the time
that advanoe payments are made (o workers, neither the IRS nor employers have reliable information
about worker's eligibility for the EITC. Workers may receive the EITC in advance, only to learn gt
the end of the year that they must repay the IRS some or all of the advance payments because they
erronecusly claimed advance payments. Other workers may make fraudulent advance payment
¢laimg. If the advance payments were based on more complete information about the worker’s
eligibitity {and the level of eligibility), such erroneous and fraudulent claims could be reduced. For
example, by 1996 a worker with two qualifying children and 38,425 in self-employment will be
entitled 10 receive a $3,370 EITC. Filing a return and claiming the cradit would obligate the taxpayer
0 pay $1,289 ((153%$8,425) in social security payroli 1ax, but the taxpayer would receive aa 88
retirement benefit and a cash benefit of 2,081, This creates a powerful incentive to create fictional
earnings (or inflate earnings} particularly for the 40% of EITC recipients who use professional tax
preparers (some of whom may not be terribly ethicaly. Double dipping (taking the advance and lump
sumny payment is also a potential problem). And the political fallout from a few highly gwbizczzeé
horror stories could be devastating,

Legislative Vision

Allawing states the opiion 1o provide advance paymenis of the ETTC through other agencies (e.g., the
uffices which also provide food stamp benefits) may resolve many of these problems. A state could
chouse to target information ahout the EITC to welfare recipients or other individuals currently
outside the workforce.  Individuals could have the a choice of receiving the credit from a neatral
third-party, withowt fear of notifving their emplovers of their eligibility for the EITC. Marcover, they
cosdd receive assistunce in determining appropriate amount of the EITC o claim in advance.  States
woulid alse have the resources to verify eligibility for the credit better than employers, reducing the
risk of erroncous payments being made to ineligible persons. This option would also altow for an
evatuation of aiternative delivery systems.
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A State would have the option 1o propose to the Secretary of the Treasury a demonstration
project pursuant o which advance payments of the EITC weuld be made to eligible residents
through a atate agency. Such agenciss may include public assistance offices (AFDC and/or
Food Stamps), Employment Service Offices, State finance and revenue agencies, and so forth.
A state may choose only one agency to provide the advance credit.

Approval by the Secretary of the Treasury of a State’s proposal would be required in all
cases. The Secretary of the Treasury would consult with the Secretary of Health and Human
Services, the Secretary of Agriculture, and other Departmental Secretaries as appropriate if
the State proposal includes coordination of EITC payments and other Federal benefus.

Where appropriate, States may include in their proposals coordination of advance payments of
the EITC and other federal benefits (such as food stamps) through electronic benefit
technology.

State plans would be required to specify how payment of the EITC would be administered.
States must include a detailed expianation of how eligibility for the credit would be
determingd and verifiad, States would also have to agree to provide recipients and the IRS
with annual information reports in a timely fashion (typically by January 31 of the following
year) showing the amounts of the EITC paid in advance. In addition, states would agree to
provide the IRS with a listing by December Ist of the names, social security numbers, and the
amounts of advance payments received through October of all persons who participated in the
state program at any time during the year {through October). States which failed 10 mest
these reporting requirements would not he allowed o continue participation in the program.

States would be allowed (but not required) 10 provide on an advanced basis up 0 75 percent
of the maximum amount of the credit for which the taxpayer is eligible,

States would reduce payments of withholding taxes (for both income and payroll taxes) from
their own employees by the amount of the advance payments made during the prior quarter.

Afier the processing of income tax returns and matching of returns with information reports,
the Secretary of the Treasury would be required to issue an annual report detailing the sxtent
to which EITC claimants under State plans: (1) pacticipated in the state plan; (2} filed a tax
return; (3) reported accurately the amount of the advanced payments payable during the vear
by the state; and (4) repaid any overpayments of the advanced BITC within the proseribed
time. The report would also contain an estimate of the amount of the excessive overpayments
made by the state.  Exsessive overpayments would include advance payments not reported on
the tax retwrn and advance payments in excess of the EITC calculated on the basis of
information reported to the IRS and causing taxpayers 1o owe outstanding amounts to the IRS,

States would he required to repay the Federal government the amounts of excessive advance
payments made o State regidents participating in the plan. The Secretary of the Treasury
would demonstrate that due and diligent effort had been made to recapture these amounts
tisrough normal procadures, States would hecome table for the excessive amounts within two
years of the filing of a tax return was required, If the IRS subsequently collects omstarding
amounts from the taxpayer, the state would be reimbursed, :
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The Secretary of Treasury and the Secretary of Health and Human Services would jointly
ensure that technical assistance is provided to States undertaking demonstration projects aimed
at increaging participation in the EITC and the EITC advanced payment programs. Sufficient
training and adequate resources would be provided 0 both agencies pursuant to the provision
of technical assistance to the States The Secretary of HHS will see that such pilots are
rigorously evaluated. ‘

EARNED INCOME DISREGARDS

(&)

{

©

Require States to disregard 3 minimum of $120 in earnings, mdex&x‘: for inflation in rounded
increments of $10.

States will have the option to establish thichr own disregard policies on income above this
amount. Additionally, States will have compilets flexibility in establishing fill-the-gap policies
{i.e., States will have the flexibility to determine which types of income should be considered
in éeveiaping a fill-the-gap policy, such as child support payments, stipends, etc, in addition
1o sarnad incomel.

The AFDC 350 pass#thmugh of child support payments will also be indexed for inflation in
rounded $10 increments. States will have the flexibility to pass»»thmugh additional ¢child
support payments above this amount.
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INFORMATION SYSTEMS
fourrent Law and Background

In the late 1970s, the Federal governmeny decided to improve the administration of welfare programs
through the use of computerized information systems. The Congress enacted PL 96-265 and
subsequens legislation 1o grant incentive funding to encourage the development of automated systems.

In 1981, the AFDC program released the fanily Assiy Managanent Information System (FAMIS)
specifications and updated them in 1983, in 1988 f}ze Faﬁd Sz‘:}f?zp Program {(FSP} released simifar
guidelines in regulations and updated them in 1992, Incentive furdling iz glso available for statewide,
Chitd Support Enforcement (CSE] systems, I 1993, the Qffice of Child Support Enforcement (OCSE)
released g child support State systems "guide”.

A revent GAQ report indicared that, in the previous 10 years the Federal government had spent nearly
$900 million in the development and operation of AFDC and FSP automated systems alone, I the
Omnibus Budget Reconciliation Act of 1993, the Congress repealed enhanced funding for AFDC and
FSP gffective April 1, 1994,

An emerging priority of Federal funding agencies has been 10 encourage States 10 implement more
cost-cffective systems which imegrate service delivery ar the local fevel,  This has enabled many States
10 begin using combined application forms for multiple programs (including AFDC, FSP, and
Medicaid) and a combined interview te determine eligibility for the various programs. Consequenily,
with systems support, a single eligihility worker can process an application for several progrems at
the same time.

Another priority is the develapment of electronic transfer of funds or Electronic Benefit Transfer (EBT)
technology to deliver benefits,  This technology altows recipients to use o debit card, simtilar 10 ¢ bank
card, at retall food stores and awtomared teller machines (ATMs) 1o access their benefis accounts.
Flans ro expand the use of EBT systems are mentioned in the Vice Prssfderzz s National Performance
Review. '

Under current law and regulations, States and the Federal govwernment have developed elaborase
computer management information systems for financial monagement and benefit delivery, program
operations, arnd quality comrol. Some programs, such ay Child Support Enforcement, are in the
midst of large-scale (and long-term} computer systemt change, while others, such as AFDC {with s
FAMIS systems}, are nearing completion of a development cycie.

Both FAMIS and Child Support Enforcement Systemss (CSES) have been funded under an entianced
Sunding (92 pereent) march, Partly as a resuls of this incentive funding, many staes have integrated,
automated, income maintenence sysiems which assist caseworkers in determining eligibility,
maintaining and racking case status, and reporting management information to the Siaie and Federal
governments, _
Other essential welfare programs, namely JOBS and Child Care have limited and fragmented
awomated systems,  For the most part, States could fund parts of these systems ot the 50 percent
matth rate,  States report that administrative funds have not been available so fully awtomate and
interface JOBS and Child Care with other programs within the State. :

9
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Many of these systems have serious limitations: limited flexibifity, lack of interactive access, Hmited
ability to exchange data electronically, etc. Even the most sophisticated systems fall short of the goal
of allowing State agencies to use technology to-

. Eliminare the need for clients 1o access different entry points before they recebve services;
. Eliminare the need for agency workers {and cllents) to efxwanfer and understand o wide

’ variety of compiex rules and procedures;

. Share fully computer data with programs within the State and amrong States; and

. Ferform effective case management.

Computer and information technology sclidions will support welfare reform by providing rew
automated screening and intake processes, eligibility decision-moking tools, and benefit delivery
technigues. Applicarion of modern technologies such ar expert systems, relational databases, voice
recagnition units, and high performance computer networks, will help empower families and
individuals seeking assistance, At the same time, these technologies will assist in reducing waste,
Jrawd, and abuse so that Federal and State benefits are available 1o those who are in need,

To achieve this vision, we are proposing an informarion isfrastructure which reguires, at the Sigie
level, establishment of a Family Empowerment System (FES) to imtegrate and interface multipie
systems, for example, AFDC, food stamps, work programs, child care, (.‘}zfizf Support Enforcement .
{055, the Earned heome Tax Credit (EHT), and others,

To support the brmzder informuation needs, the new information infrastructure needs to include bork
enhanced state and local information processing systems as well as a national data "clearinghouse”.

Enhanced Srate Systems. At the State and local level, the FES would include automared subsystems
Jor intake, eligibility determination, assessment, and referral; case management and service delivery,
and benefit, pavment, and reporiing. What is proposed, however, Is nof a compiete new system, but
“front-ends” and “back-ends” that interface with existing systems or with somewhat enhanced existing
systems. Varigtions in existing auwtomaied systems would make it unreasonable to fry to standardize
these systems. Rather, we need communication linkages that allow for accurate transmission of data
between systems. ‘

By linking the various programs and systems wnder the FES, States would be able to provide
imtegrated services and/or benefits to fomilies and individuals "at-risk" of needing financial
assistance, those receiving assistance, and those transitioning from public assistance program to self-
sufficiency. Such an automated system would enable States to pravide greater support to fomilies whe
might otherwise dissolve, as well as 1o paremts who may, because of unmet needs, be forced 1o
terminate employment or fraining apportunities. ‘
In addttion, as Electronic Benefit Transfer {EBT) and Electronic Funds Transfer (EFT} become more
widespread, they would be used for othwer programs, such as Child care réporting and paymenis, and
JOBS reporiing of participation. Ay an example, @ JOBS participant could be required 1o self-report
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through 4 touch-tone phone which cornects ia a Voice Recognition Unit (YRU) or threugh the use of
plastic card technology.

For detection and analysis of fraud and obuse, computer matching of records and sharing of data
among State programs and at a rational level wouldd be increased. Por exampie, the child support
information needs for establishing an order or in review and modification would be extremely valuable
Jor access by the AFDC agency, afier the agency has performed prospective eligibility determinations,
but before benefits are granted, In addition, 1o ensure that an individual does not obtain AFDC
heyond their time limit, the National Gearance would be extremely helpful.

id Repord : HARLIL LAY s, Current methods for data gothering and
reporrmg reqaa"emen:s on pmgram apemzzons a:zd clients could be reduced. Many of the current
data and reporting requiremenis will be superseded by new ones, but in Gny case, many curremt iems
are of low data guality or of tigtie interest. Current requirements witl be re-examined.

i s2. The National Clearinghouse will be a caiieczfaiz af abbreviated case and
arher data x&at pofm.x to where detailed case data resides and provides the minimum information for
implementing key program features. Described in detall under the Child Support Enforcement section,
this Clearinghouse will not e a Federal dara svstem thot performs individual case activities, While
information will be coming o and from the Ciearinghouse, it will camain severely limited dawg ~
States will retain overall processing responsibility,

The Clearinghouse will maintain at least the following data registries:

. he National Employment Regiztry wifl maintein emplaymem daza for individuals, including
new hire information.

7 ate Reglstry will enhance and subsure the current Federal Parent Locator
Service f?’i’m} ﬁmcrforzs

. The National Child Support Registry will contain date on all non-custodial parents who have
support orders.

; tunce Reg will contain data 1o operate @ time-limited
asszs:&ace pmgram suc}; as :he begmzzwg and ending dates of welfare receipt, participation
in various work programs, and the State providing benefits.

- 21



A.

[BRAFT « v discacsion omy}

iglativ Hicati

'
¢

THE NATIONAL TRANSITIONAL ASSISTANCE REGISTRY: REQUIREMENTS
FOR REPORTING, RECEIVING, AND USING ITS INFORMATION

(B

(&)

To provide for national time-limited assistance, the State IV-A Agency shall exchange
information as described in paragraph (B) with the National Transitional Assistance Registry
described in section 402{d), and, to the extent practicable, shall use information received from
other National Registrigs such as the New Hire Registry, operated for the Child Support
Enforcement program as described in section {Title 1¥-D]. ‘

The State IV-A agenicy, except as provided for at paragraph {C), shali:

{i) report on-ling in a standard, elecironic format to the National Transitional Assistance
Registry the following items; case identification, dates, and status information related
t0;

i) assistance case opeaing and closing;

{an participation in JOBS-Prep, JOBS, and WORK;

Jiy  extension of time-limits;

{IV}  sanction{s} for nonmmpzzame with child sa;);wrt JOBS, or WORK; and

184, other information o assist in performance measurement as ziezermmed
necessary by the Secretary

(1) query the National Transitional Assistance Registry before granting assistance and
receive infermation about the number of months an applzcam has previously received
assistance or hag been recently employed; and

{iii)  use such information in the determination of eligibility and time period for which
assistance may be granted.

Until such time as the State has a fully operational, statewide automated transitional assistance
intake, referral, and reporting information system as described at section 402(a)(XX3, the
Secretary may, upon request from the State IV-A agency, approve an alternate for reporting
of the information described at subparagraph (B)(i).

THE NATIONAL TRANSITIONAL ASSISTANCE REGISTRY: A ST }KTE:WII}E,
AUTOMATED, TRANSITIONAL ASSISTANCE INFORMATION SYSTEM FOR
INTAKE, REFERRAL, AND REPORTING

Add Hew Section 4020a (XX}

The State {V-A agency must establish and operate in acoordance with sa Advance Planning Document
approved under Section 402(e), 2 single statewide, automated, (ransitional assistance system designed
eeonomically, effectively, and efficiently to assist the State in achieving a "one-stop shop”
environment and administer the aid to families with dependent children state plan such that the system

shall:

(A}

To the extent practicable, use "expert system-driven™ swtomated procedures and processes.
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(B} Provide for automated procedures and information to account for, monitor, controf, and
feport transitional assistance payment and benefit processes to include, but not be limited to:

(i
(it}

(i}

v}

()

wlentifying and demographic clieat information; :

pretiminary assessment of AFDC eligibility, JOBS ceadiness, and support services,

including

o use of informmation from the National Transitional Assistance Registry, as
described at section 402(a)(29), and

an to the extent practicable, collect and assess information to assist in the
provision of child care and child support ¢nforcement services,;

glectronic information received fromy, and referval to, automated case managemsnt
systems used 1o operate AFDC, JOBS, WORK, Child Care, and Child Support
Enforcement;

reporting to the National Transitional Assistance Registry, case identification, dates,

and status code information as describad in section 402(2)(29); and

provide for security against unauthorized access to, or use of, the data in such system,

. AUTOMATED, STATEWIDE, AFDC CASE MANAGEMENT INFORMATION
SYSTEM

»

Revise Section 402(al(30}: T

In accordance with an Advance Planning Document approved under Section 402(¢), the State IV-A
agency must provide for either the initial establishment or enhancement, as well &s the operation, of
an automated statewide information system designed economically, effectively, and efficiently, to
assist management in the administration of the State plan for aid to families with dependent children
approved under this part, and which will, at a minimum

{A) Control and account for all information necessary to!

(i}
(ii)

(i)
(iv)
v}

perform necessary intake and screentng functions;

determing initial and continuing eligibility for benefits of all applicants and recipients
of such aid (and the refative with whom any child who 18 such an applicant or
recipient is living),

catculate, issue, manage, and resoncile payments to eligibls recipients;

perform necessary case maintenance and managemsnt functions,

produce necessary management, fiscal, and statistical reports,
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(vi)  check records of applicants and recipients of such aid on a pericdic basis with other
agencies, both intra- and inter-State, for determination and verification of eligibility
and payment pursuant to requirements imposed by other provisions of this Act), and

{vil}  assess the costs, quality, and delivery of funds and services furnished 1o applicants
; for, and recipients of, such aid.

{8y  Support alf aspects of the management and administration of the AFDC, JOBS, and WORK
programs administered under the State plan, md provide for automated system eshancements
necessary to meet the requirements of thig legisiation, including but not limited to:

(i improving government assistance Standards; ;

(i) moiitoring and reporting against performance standards; :‘

{iif)  elecirenic referral and receipt of information with other sutomated case management
systems and with the statewide antomated transitional assistance referral and reporting
systetn; and

(ivi  other information as determined necessary by the Secretary.

] Provide for security against unauthorized access to, or use of, the data in such system,

D. AUTOMATED, STATEWIDE, CHILD CARE CASE MANAGEMENT INFORMATION
SYSTEM

Add new Section 402(a)(XXk:
The State IV-A agency must have in operation, in accordance with an Advance Planning Document

approved under Section 402(e), an economical, effective, and eofficient automated case management
information system, to:

{AY Allow the State to comtrol, account for, and monitor all programs that provide child care
administered under the State plan and, at its option, to achieve seamless child care delivery,
all child care programs of the State, including providing operational systems support
necessary for administration of the child care program(s) and managing the non-service
relatet CCDBG funds, such that awtomated procedures and processes will allow the State to:

{i} identify families and children in need of child care, establish eligibility for child care,
and determing funding source{s);

(1} plan and monitor seevices, determine payments, and spdate and maintain the family
and <hild care eligihitity status for child care;

{111} maintain and monitor necessary provider information;

(ivy  process payments and meet other fiscal needs for the management of child care
program(s);
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) produce management reponts necessary for efficient and effective operation of child
care programs, and financial and statistical reports requived by Federal and State
directives,

{vi} monitor and report performance against performance standards,

B Electeonically exchange information with other automated case managenient systems and with
the statewide automated transitional assistance referral and reporting system,

) Monitor program performance and assessment and report against standards and report other
information as determined by the Secretary to be necessary.

D Provide for security against unsuthorized access to, or use of, the data in such system,

E. AUTOMATED, JOBS/WORK, CASE MANAGEMENT INFORMATION SYSTEM

Establish a new Seciion 482(): ;

1

A ated Case sement ; stem. The State IV-A Agency wwst have in operation, In
accordance mﬁz an Advance ?izmnng Decnmezzt approved under Section 402{e}, an economical,
gffective, and efficient automated case management information system, to:

{1} Allow the Beate fo control, aceount for and monitor all facters of the JOBS and WORK
programs, including, but not Hmited to: _ ;

{A} assessing a participant’s nesd for services in relation to thelr goals;

(B}  developing an employabil ity; plan 1o enable a participant to meet their employment
goal;

) arraﬁgiag and coordinating the services or resources necessary to carry out 8
participant’s employability plan;

{5 following-up on both the participant's and the sgency’s implementation of this plan;
and

(E)  gathering other information s determined necesséty by the Secrstary.

¥4 Sepport both masagement and admimistrative activities of the program, inchuding, but not
Timited to; )

(A)  tracking ongoing program partictpation through concurrent argd sequential activities;
{B) monitoring attendance;
() contacting service providers and participants;

3 Electronically exchange information with other programs.
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Provide program performance and assessment information determined by the Secretary o be
necessary.

Provide for security against unauthorized access to, or use of, the data in such system,

FUNDING OF STATE SYSTEMS

Replace Section #03{e3(3}(B): ;

0

(i)

G.

Revise section $02¢e):

(1)

75 per centum of 56 much of the sums expended during such quarter through September 30,
[8 vear within 7 years from date of enactment], as are attributable (o the planning, design,
development, and implementation (including in such sums the full cost of the computer
hardware components of such systems) of automated management information systems that

3] meet the requirements of sabsections 402{a3X X}, (a)(30) and {a}(XX), and zection
432(0), and

{I)  the Secretary determings are likely to provide economical, efficient and effective
administration of the plan; and

50 per centum of $¢ much as the sums expended during such quarter gs are atteibutable to the
operation of automated management information systems that meet the reguirements of
subsections 402(a}XX), ()30} and (R)(XX) and section 482(j).

REQUIREMENTS FOR ADVANCE PLANNING DOCUMENTS

i
The Secrelary shall not approve the initial and annually updated advance amtomated-data
processingeplanning document referred 1o in subsections (A)(XX), {2)(30) and (@)(XX}, and
section 482(1), uniess such document, when implememed, would carry out the objectives of

. the automated, statewide, management information systems referred to in such subsections and

section and such document:

{A) provides for the conduct of, and reflects the results of, requirenients analysis studies,
which include consideration of the program mission functions, erganization, serviges,
constraints, and current support, of, in, or refating to, such system;

2] conaing a description of the proposed statewide automated management information
sysiems;

{C)  sets forth the security and imerface requirements to be employed in such statewide
mamagement information systems,
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(D) describes the projected resource réquirements for staff and
other needs, and the resources available or expected to be available to meet such
JTequirements;

(E)  contains a project plan for planning, designing, developing, implementing, and
uperating the proposed stwtewide sutomated management infarmation systemg:

r) containg a cost benefit analysis which details the sstimated costs for planning,
designing, implementing, and operating the proposed statewide automated
management information systems, and the quantitative and qualitative henefits to be
derived from the operation of the systems; and

' : b ?
{G) provides such other information a3 the Secretary determines under regulation is

necessary. \ |
¥

(23 {A)  'The Secretary shall, on a continuing basis, review, access, and inspect the planning,
design, and aperation of the statewide management information systems referred 10 in
subsection 4036){3)(B), with 3 view 10 determining whether, and 1o what extent, such

* systems meet and will continue to meet requirements imposed under such section and
the conditions specified under subsections ()X X}, (8330} and (9)(XX}, and section
4824). ’

o e o e

H. NATIONAL TRANSITIONAL ASSISTANCE REGISTRY

¥

Add Section $02{d): o

O The Secretary shall establish and operate as part of the National Clearinghouse referred to in
section 455(77) a transitional assistance registry, for purposes of gaiataining and operatinga -
national time-limited assistance "clock” to be used by State 1Y-A agencies in calculating the
remaining months an individual may be eligible to receive benefits,

(2 The National Transitional Assistance Registry will be maiained by obtaining from each IV-A
Agency, information on individugis receiving benefits, including, but not limited 102

(A)  applicant ientification information, such as Social Securiéy Number and sname;
By  the dates an individual went on and off of assistance; and. _ w L»’\L‘

i . . .- '})k «W’k
€y status information related to the type of assistance received, such as AFDC, JOBS-
prep, JOBS, and WORK. :

3 Upon receipt of a request from 2 State IV-A Agency, filed in accordance with subsection
{dX6} by an authorized porson {as defined in subsection (d}(5)), for information about the
number of months an individual remains eligible for assistance, the Secretary shall search the
National Transitional Assistance Registry znd the New Hire Registry, maintained under

(Title IV-[3)___, and as appropriate access the Social Security Administration’s records
_ to validate the Social Security Number 50 4 10 return 10 the State agency, one or more
possible eligihility determination facters including, but not Bmited to, whether:
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the individual is contained in the National Transitional Assistance Registry and is
eligible under 2 ume-timited system to receive assistasce for a specific rumber of
months;

the individual is comtained in the New Hire Regisiry as being recently employed;
the individual has provided the State agency with an invalid SSN; and

the individual is not contained in the National Clearinghouse Registries, but has a
valid SSN,

In any case in which an information discrepancy exist between the information
presented to a State IV-A agency by the client and the information received by the
State IV-A agency from the National Clearinghouse Registries, the Secretary shall
assist in resolution only to the extent that there may be a database istegrity issue.

In such cases, the Secrefary shall

i) verify that the data contained in the Registry reflects accurately the
information contained in the State agency(s) records where the individua! had
pravious assistance;

(i) make z determingtion if the Registry information should be corrected and
inform the requesting State of the revised infsrmation;

(iil)  make a determination if the Registry reflects the data as reported and validated
by the State agency or agencies where assistance was granted; and

(iv}  provide notification that :

(A) o further action will be taken by the Secretary and that the State
agency or agencies must take the appropriate actions to resolve the
discrepancy;

(B}  the Siate agency where an individual is applying for assistance must
work with the State(s) where previous assistance has been granted and
in accordance with normal due process sotification, resolve the
discrepancy, and

{(C)  once resolved, the State agency where assistance is being requested,
mugt submit information, as appropriats to correct or update the
Registry record., s ¢

5) Authorized Person - any caseworker authorized by the State IV-A agency with 2 password 1o
access the National Transitional Assistance Registry, :
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{6} Requests should be made in accordance with the directions provided by the Secretary and with
the understanding that

(A)  access to, and use of, such informaticn is subjecz ta the Computer Matching and
Privacy Protection Act of 1988; and

{B} disclosure is subject to section 402(a)(9) and section 1137(0KS).

1. TECHNICAL ASSISTANCE, TRAINING, ﬁﬁxﬁi}NSTR&?;i{}NS AND OPFERATION OF
NATIONAL SYSTEMS USED TG SUPPORT STATE ACTIVITIES

40I(a} Stet {Curreni Section 461}

(bi(1) ‘There are suthorized to be appropriated:

{Ay S for the first fiscal year after legisiation passes for the purpose of enabling the
Secretary to provide technical assistance and training, and to establish and operate the
National Transitional Assistance Registry which will serve as the national “time-clock”
for the State agencies t0 operate the time limited assistance program; and

By  for each fiscal year after the first year, §)20 to provide technical assistance and
training and for operation of the National Transitional Assistance Registry.

(b)2) Funds appropriated for any fiscal year pursuant to the authorization contained in subsection
{(b)1} shatl be included in the appropristion Act (or suppiemental appropriation Act} for the
fiscal year preceding the fiscal year for which such funds are available for gbligation, In

- order to gffect the transition to this method of having appropriation action, the preceding
section shall apply not withstanding the fact that its initial application will result in the
engctment in the same year (whether i the same appropriation Act or otherwiss) of two
separate appropriations, one for the then current fiscal vear and one for the succeeding fiscal
year, ;
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IMPROVING GOVERNMENT ASSISTANCE
A, RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

The ratienalization and simplification of assistance programs is something of the holy grail of welfare
reform--always sought, never realized. The reasons are many, different goals of different programs,
varied constituencies, Departmental differences, divergent Congressional committee jurisdictions, and
the inevitable creation of winners and logers from changing the siaius quo, Yet everyone agrees ihal
recipients, administrators, und taspayers are all losers from the current complexity, Below are
several proposals for reform. The proposals do not make substantial changes in progrant structures.
Rather, the proposals achieve simplification by streamlining administrative processes anid by
conforming program rules between the AFDC and Food Stamp programs.  The proposals modify
existing rules that create unnecessary complexity and confusion for program administrators and
recipiens,

1. FILING UNIT

Under current law, the AFDC filing unit must consist of o needy deprived child, its natural or
adoptive parent(s), and alt natural and adopiive brothers and sisters (including half brothers and
ststers} who are tiving together. The unit’s income and resources are used 1o determine eligibility and
the amount of payment. A siepparent is treated the sarme as ¢ natural or adoptive parent for filing
unit purposes in seven Srares {Nebraska, New Hampshire, Oregon, South Dokora, Utah, Yermont,
and Washington). These States have fows of peneral applivability which hold the siepparent
responsibie for the children to the same extent as a naturgd or adoprive parent. In all other States,
the stepparent's needs are not included in the unit ond his/her income, afier certain disrepards, are
considered avatiable to the unit members.

if there is no parent in the home, then another non-tegally responsible refative with whom the child is
living mury, at his/her option, Join the unit and be assisted.  Additionally, States may exergise the
option of including other individual(s) living in the home as an essentinl person(s). The essential
person’s income and resources are used to determine eligibility and amount of payment,

Cereain parents and siblings ave excluded from the wnit; illegal and sponsored aliens, recipients of
S84, foster children, and individuals ineligible due to Lump sum income.

4

L 1P Provisions

{urrent Law

The Socind Security Act a¢ section 4G7¢a} and 407(b) Haits AFDC eligibility for two-parent families to
those where the principal wage earner is unemployed, and hay worked six of the last 13 quarters.
“Unemployed ™ is defined in regutations as werking less thar 100 hours'in a month,

legistative Specifications
{a} Allow states, at their option, 10 eliminate the special eligibility reguirements for twi-parent

families (i.e. the 100-hour rule and the work history test). Remove the sunset provision that
calls for the termination of AFDC-UP in 1998 and make it a permanent program,
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published final regulations which limited State authority to determine categories of individuals who
could be considered ax essential to the family, These regulations preciuded States from covering
individuals who did not provide an essentiad benefit or service to the family. (The permissible
categories are the five shows in option 2 above,) However, in 1990 the district court for the Eastern
Dzs:rzcr of Pennsyémma in Yance v, Sullivan and the district court for the District of Maine in

ang witivan held that these regulatory Himirations conflict with section 402{a}{7}A) of the
Soriczi Secmry Act. The courts interpreted this section as providing States with the authority (0
identify in their State plans the categories of individuals who may be recognized as essential persons.
These judicial decisions were not appealed. Conseguersly, the Department revoked the 1959
regutations and reinstated the prior policy. In order o curtail or limit the use of the exsential person
policy, & statutory amendmens 1o section #22{a)(7)(A) is necessary.

2. APPLICATION ISSUES ;
: i \ H
The Food Stamp Act requires the use of a simplified, national form or an approved substinge
containing specific content requiremenss, including rights and responsibilities, A combined

application for public assistance households and general assistance households is requdred, Under the
AFDC program, States are free ip design the application form that will be used and o prescribe how
to notify applicanss of their rights and obligations. :

Vision |

1o provide applicantz with one, simpte, easy 10 read and understand application form for AFDC and
Jood siamps. Expedited processing will be provided for fomilies in emergency need situations.
Eligibility witl be determined within identical time frames in both programs for both expedited and .
rormal applicetions. Flexibility will be given to States for scheduling appaf:ﬁmmts and verifving
information. (See B1 for regulatory specifications) ;

1
i

)
t

f Lie r=

{a) Tae Food Stamp statutory and regulatory provisions mandating the use of a national simplified .Q‘Ew‘
form or approved substitute would be repealed. ' dos "3
}

3. OPTIONAL RETRGSPECTIVE BUDGETING

Current faw

For the AFDC program, the Social Security Act permits States to use retrospective budgeting only jor
the categories of families required to monthly report.  The Food Stamp Act permity States o
retrospectively budget cases that are not required 1o monthly report. |

isiative specifi %
!

(a) Amend the Social Security Act at section 402(a)}{13) to delete the clause "but only with
respect £ any one Of more {:azegories of families required to report monthly to the State
agency pursuant (¢ paragraph (14},", This technical amendment will make retrospective
budgeting optional for States without regard to whether familiss are required to monthly
report.
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Rationale

Allowing States to use retrospective budgeting without requiring ceses 1o monthly report will foster
consistency berween the AFDC and Food Stamp programs, and will give States greater flexibility (o
administer their programs. g

4. RESOURCES |
(A)  General

Cucsgnt Law

The Social Security Act and implementing regufarions set a $1,000 limit (or a lower limit at State
option} on the eguity value of resources that @ fomily may have and be eligible for AFDC. Excluded
Jrom consideration gs countable resources are the home awned and sccupied by the famnily; an
automobile with g maximun equity value of 31,500 for a fower limit at State oprion); bona fide
Juneral agreements with g maximum equity value of $1,500 for each family member (or lower limit set
by the Stare): one burial plot for each family member; and real property for a period of 6 consecutive
maonths {or 9 consecutive months at State optien} which the family is making a gocd faith effort to
sell, Under certain conditions, States may estabiish rules regarding transfer of resources

in order to vhtain or retain eligibility.

The Food Stamp Act and implemensing regulations set a $2,000 limit (or $3,000 for a housvhold with
a member age 80 or over} on the value of resources a household may have and participate in the
program. The Act does not specify how the voluz of resources is 10 be determined, but provides for
uniform national eligibility standards for income and resources. State agencies are prohibited from
impasing any ather standards of eligihifity. Households in which ¢uch member receives AFDC, SSI,
or general assisignee from ceriain programs do not have to pass the food stamp resource eligibifity
test. Regulations exclude from resources the value of one barial plot per family member and the cash
value of life insurance policies. Also excluded is real property which the household is making a good
Jaith effort 1o seil at u reasonabie price and which has not been sold. There s ne specific exclusion
Jor burial plans {funeral agreements). Any amours that can be withdrawn from a funeral contract
without an pbligation to repay s counted ay a resource.

Food Stamp law prohibits the transfer of respurces within the S-month period prior to application. A
household that knowingly transfers resources for the purposes of qualifying or attempiing to qualify
Jor food stamps shall be ineligible to participate in the program for a period of up to one year from
the date of discovery of the transfer.

Vision

Both the AFDU and Food Stamps programs serve similar needy populations, Yet, because the rudes
Jor treqiment of both the amounty and caregories of resources are different in each program,
resources that meet one program’'s requirement can resull in ineligibifity under the other,

Both programs have substantially different rules for evaluating the resources of that needy group,
Jorcing welfare administrators (o apply different pregram rules 1o the same resources in the same
fumile,  The following legislative proposal would reduce the current adminisirative complexity and
confuzion for welfare administraiors and recipients by providing uniform freniment of assets where
appropriase, :
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{esislative speci ion

+ Require the Secretaries in both Departments fo develop uaiform resource exclusion policies in the
foliowing areag:

(a) Regource

Increase the AFDC resource himit to $2,000 {or $3,000 for a household with a member age
60 or over} to conform to the Food Stamp resource limit.

&

{i} Burial Plots; Propose legislation to amend the Social Security Act to to1ally exclude
one burial plot per family member t0 conform to the Food Stamp policy.

(i) T epmal ansl: Propose legislation to both the Social Security
ﬁct w;t the Fond S&mp Act to tmaiiy disregard one fimeral agreement per family
member,

(i)  Real Property: Propose legisiation to amend the Social Security Act to exclude real
property which the AFDC family i3 making a good faith effort 16 s¢il at a reasonable
price and which has not been soid, to conform to the F{}Od Stamp policy.

{iv} sh Surrender 5 ) _ iga: ?wpase legisiation to smend the
Sﬁczai Secumy Ac: to zataily exduéa tiw cash surrender value of life insurance
policies under the AFDC program to conform to the Food Stamp policy.

{v) Transfer of Resources: Propose legislation to provide that a household that
knowingly transfers vesources for the purposes of qualifving or attempting to qualify
for AFDC shall be ineligible for benefits for a period of up 1 one year from the date
of discovery of the transfer. This proposal confarms to the Food Stamp pelicy.

Rattonale

The administrative complexity that exises in applying certaln resoyrce requirements in the AFDC anid
Food Stump progrims will be greatly reduced under the proposed changes. Welfare administrators
will be able to apply the same rules to the same resources for the same fumily. These conforming
changes achieve simplification by sStreamiining the administrative processes in both programs,

{B} Assef Accumulation

Current Law

The Social Security Act and implementing reguiations set a 31,000 Hmit for a lower Hmir at Srate
aption} on the equity volue of resources that a family may have and be eligible for AFDC, with only
limired exclusions.
The Food Siamp Act and implememting regulations set a 32,000 limit {or $3.000 for a hausehold with
a member age 60 or over} on the value of resources ¢ hoasehold may have and
participate in the Program. Section 13925 of Pub. L. 103-86 of the Omnibus Budyget Reconciliation
Act provides that the Secreiary of Agriculture skall conduct, for @ period not 1o exceed 4 years,

N H
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projects to test allowing not more than 11,000 households narionwide to accumulate up o 316,000
each in excluded resources. These assets are for later expenditures for u purpose directly related to
improving the education, training or employebifity (including self-employment} of household menthers,
Jor the purchase of a home for the household, jor a change in the f:ouseho!d § residence, or for
making major repairs 1o the household s home,

isk ’

Welfare reform should include strategies to test the notion that one way out of welfare for some people
is through empowering themt to start their own businesser and encouraging them to save their
earnings to build for the future. During the campaign, the President endorsed the idea of helping
welfare recipients help themselves by proposing to increase the number of microenterprises and
establish Individual Development Accounts (FDAs), These legislative proposals would promote self-
sufficiency by encouraging recipients 1o aecumdate savings, assets and start their own businesses,

An LA s an oprional earnings-bearing, tax-benefitted trust accouns in the name of one person. A
IDA would be held in a licensed, federally-insured financial instirution.  Withdrawals can be made
Srom the account ondy for designated purposes. For example, withdrawals could be made for a first
home purchase, post-secomdary education {collegeflong-term training), or business development
{microenterprises). There would be penaities for non-designated use of the account. Participant
eligibility would be devermined by the State agancy using broad Federal guidelines.

izshative i s f

{@}.  The Department of Treasury will amend the tax faws to allow ﬁ:}f the developmem of IDAs up
to $10,000; subsidized IDAs will be established on a demonstration bagis; unsubsidized IDAs
will also be permitted for qualified individuals not involved in a demonstration. Current
recipients and applicants {who were former recipients) for both the AFDC and Food Stamp
programs can establish HDAs and bave their savings and interest excluded.

b) The penalty for a non-designated withdrawal from a subsidized IDA will be the total amount
of the subsidy and 10 percent of the individual's contribution; the penalty for a non-designated
withdrawal from an unsubsidized DA will be 10 percent of the amount withdrawn,

13 The Social Security Act and the Food Stamp Act will be amended, as appropriate, to comport
with the changes in the tax faws. In addition, amendments will be drafted to include the
following provisions® .

) Lump sunt Income: Non-recureing lump sum income will not be counted for resource
purposes in the month of receipt or the following month if put ia an IDA,

{ii} The total exclusion for an AFDC gssistance unit or Food ES!arnp household is $10,000;
however, there is no Iimit on the number oL IDASs that eizg:ble tndividuzals in such
units or jouspholds Thay-estibiish, :

Rationale
IDAs and other sei-asides provide welfare recipients the apportunity 1o be entreprengury in the privare
sector and accumulate savings for specific purposes.  Thiz approach promotes selfsufficiency by

empowering them to start thelr own businesses and encorraging them 10 save money they ears o
build for their future.
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(C)  Microenterprise (Sell-Employment)

Current Law
R rxcliesi

Under Federad AFDC policy, except for real property, States may disrexard for AFDC purposes
income-producing properry {as defined by the Siate) of self-employed individuats. States may also
disregard income-producing property owned by a recipient whe is not currently emploved, but who the
State reasonably expects to returst (o work, Federal regulations at 45 CFR 233.30(2)(3)(xxi} require
that States disregard, for AFDC purposes, bona fide ioans from any source for any purpose thar meet
the criteria set ow in the State Plan.

Section S5(z}(2) of the Food Siamp Act and Brplementing regulasions ar 7 CFR 273.8(e)4), (5}, (6},
{9}, (15) anat (16} exclude “property which arnually produces income consistent with its fair market
vaiue, property which is essential to the self-employment of a household member, insicllment corntracis
Jor the sale of lands and buildings, if the contract ... is producing income consistent with fait market
valug; resources.. of.. seifemployed persons, which has been prorated as income; ™ non-tiguid assers
with tiens resulting from business loans; and real or personal property that is needed for maintenance
of certain vehicles.

: e
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quirements? {provision may be changed)

Proposed Resource Changes:

¢y |, Amend the Social Security Act (0 conform to the resource exclusions under the Food Stamp
Program. AFDC regulations would be revised to exclude:

{1} property which annually produces income consistent with its fair market value:
{2} property which is essentia to the self-employment of a household member;

{3} ingtallment contracts for the sate of lands and buildings, if the contract is
producing income consistent with falt market value;

(4) resources of self-employed persons, which has been prorated as income;
(5) non-tiquid assets with liens resulting from business loans; and
{6} rend or personal property that is needed for maintenance.

(c} Amend the Food Stamp Act to exclude business loans from resourges,
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Rationale

Cutrent AFDC policy does not permit funds necessary for the operation of a microenterprise 10 be
excluded separately from the general $1,000 resource timit.  This restriction discourages recipients
From esrablishing small businesses. By expanding the microenterprise resource exclusions,
micrognterprise awners will be able to set aside sufficient liquid resources to operate the business,

&, INCOME ISSUES

Vision

Federal laws or rules frequently disregard a part or the tosal income g}’ applicants and reciplents in
deterining eligibility and benefits for assistance programs. Ofien, the same Income is treawd

differently in the AFDC and Food Stamp programs. Such differences are incomprehensibie to
recipienss and difficus to administer.

Our gool iy 10 adopt uniform equitable income disrégard policies for the AFDC and Food Stamp
programs whick are easy to understand, simple to administer and promote work and educaiion.

Under Section 402(a)(17) of the Social Security Act, non-recursing fump sum income is considered 1o
be avatlable to meet an AFDC family's current and future needs. If the assistance unit’s countabiz
income, becatse of receipt of lump siwm income, exceeds the app?zca&fe Srare need standaord, the unit
fs ineligible for o period determined by dividing the wial countable income {' ncluding the lump sum)}
by the need standard.

The Food Stamp Act, ar S{4)(8), excludes from income non-recurring lump swm payments, Such
amounts, if aor spent in the month received, are treated 2z resources,

For applicants and recipients:

{a) Amend section 402(a)(17) of the Social Security Act (§85A) to exciude nozz-reaurrzzzg fump
sumn payments from income.

(b) Amend both the $8A and FSA to disregard as resourees, for one year from the date of
receipt, non-recurring lump sum payments that are reimbursements for past, current or fiture
costs or are intended to cover the cost of repairing or replacing assets.

{c) Amend both the SSA and the Food Stamp Act (FSA) 1o disregard the amount of any Federal
or State EITC lump sum payments as resources for one year from receipt.

Rationaie

Lump sum payments are treated completely differently in the two programs. Considerable
simplification for both the clients and workers can be ackieved if the policies are consistent. Alse,
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current AFDC policy can result in hardship for families since they are supposed to conserve the
payments to meet futiwre living expenses rather than to cover debts amd other costs,

Current Law

Several laws address the treatment of educational assistance for AFDIC, Any educational assistance
provided under programs in title IV of the Higher Education Act or the Bureau of Indian Affairs must
be disregarded (P.L. 102-325, sec. 4798}, A State must disregard payments made for attendance
costs under the Carl D. Perkins Vocational end Applied Technology Educarion Act (P.L. 101-392,
sec. 5071a), Under AFDC rules, the Siate must disregard educational loans and grants that are
obrained and used for direct educational expenses, such as tuition and books (233.20(a)(3}{vi(B).
{(Any of the educational assistance covering items in the State's need standard is connted a8 income. }
. Also, States may disregard all educational assistance as complementary assistance that s for o
different purpose than AFDC (233 2(a)é3itvitiai).

. Portions of income received under the Job Training Partnership Act and the Higher Education Act are
disregarded in the Food Stamp program. By regulation. such educational assistance provided on
behalf of the household for fiving expenses, food, or clothing 1o the extent that the funds exceed the
cosis of wuition and mondatory fees are counted as income. (7 CFR 273.3(CHINV), 273(c)(3);
273HcHd); 273, 90cHSHIND); and 373.9({ci(10)(xi).

Legislative specifications

@) Amend the Social Security Act and Food Stamp Act to totally disregard all educational
assistance received by applicants and recipients.

3 Farni den
rren

For a dependent child receiving AFDC, the earned income of a full-time or part-time student (not
employed full-time} attending a school, college, or university, or a course of vocational or technical
training designed to fit him for gainful employment is disregarded (402{a}(8}{A} of the Social Security
Aczl. Ar State oprion, the sarned Income of ¢ dependent child appliyving jor AFDC may also generally
be disregarded. The varnings of minor parents atiending school are not excluded,

Effecrive September, 1994, the Food Stamp progrom will exclude the earnings of elementary or high
school students age 21 and under {FSA 5@}(5); 7 CFR 273.9(cj(7).

islative Specifications

(a) Amend the Social Security and Food Stamp Acts to conform Food Stamps 1o AFDC policy
and Hmit the disregards to elementary and secondary students up to age 19,

4. irregular

Lurrent Law
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Ne statutory provisions address irregular Income for AFDC, Rules permit States to disregard small,
nonrecurring gifis not to exceed $30 per individugl per quarter (233.20{a)(3)(iv)(F),

The Food Stamp Act (Sec. S(H)(2)) requires the exclusion of income of $30 or less in a quarter per
household received too infrequently or irregudarty to be anticipated, The exclusion does rot apply
under retrospective budgeting,

{3} Amend the Food Stamp Act to conform to¢ AFDC rules to exclude inconsequential income not
in excess $30 per individual per quarter.

5. Freatment of ITPA Ingome
Current Law

For AEDC, the income of a depenifent child whickh is derived from participation in o JTPA program
may be disregarded, Earned income may be disregard for g period up 1o six menghs per calendor
vear. Unzarned income may be disregarded bndefinitely {section 402{a}(81(A)v} of the §5A4).

Under Food Stuamps, training allowances from wocational and rehabilitation programs and JTPA
earnings are excluded, except income from on-the-job training programs under section 204(5} of title
. All OIT income of individuals under age 19 and under parentol control is excluded. (7 CFR
273.9(B)(f1)Gi) and (v); 273.9(c)(10(v}

Legisiativ aeification

{8} Amend the Social Security and the Food Stamp Acts to disregard as income all training
stipends and allowances received by a ¢hild or adult from any program, including ITPA.

b} Efiminate targeted earned income disregards so that the earned income from any on-the-job
training programs or from a job will be counted after the general earned income disregards
are deducted.

Rk tad

Under AFDC regulations, States may disregard assisiance from other agencies and organizationy that
are Jor a different purpose {complementary} than AFDC and do nor duplicate needs already met in the
need standord. (45 CFR 233.20(aj(3){vii)

With specified exceptions, the Food Stamp program disregards cash donations based on need 1o the
household nor to exceed 3300 in any oune quarter from one or more charltable organizations. (FSA
3@d), &), 7 CFR 273.9(b), (c}13).

Legistative Specifications

{3} Amend the Social Security Act to adopt the current Food Stamp policy.
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7. Supplemental Payments
Curzenl Law

Section 402{a}(28) of the Soclal Security Act requires those States that deduct income from the need
rather than the payment standard (fili-the-gap) now and in Jaly of 1975 1o provide a supplememal
payment to familics who have less disposable income because child support is pald 10 the child
support agency instead of directly to the family.

[}

Food Stamps ~ No such provision exists in the Food Stump program.

ive Specifications

{a) Amend the Social Security Act 1o remove this provision,

R Treat { In-kin

Current Law

AFDC rules require earned in-kind income ;z} be counted, As @ matter of policy, States may disregard
any unearned in-kind income, ¥ the State elects to count unearned in-kind income, the amount

counted is Himited 1o the value of the ltem in the Siate’s need standard.

Under Food Stamps, in-kind benefits suck as food, clothing, housing. produce are exciuded, (FSA
St)Ey; 7 CFR 273.9(cii}

 egislative tfleation

{a} Amend the Social Security Act to require States to disregard both earned and onearned in-kind
income,

8. UNDERPAYMENTS

Current Law and Policy

Section 402(0)(22} of the Social Security Act reguires State agencies 10 prompily take all necessary
steps to correct any underpayment.  Regulations ar 45 CFR 233.2012}{13) limiy the issuance of
underpayments (both agency and client coused) to current recipients and former recipients who would
be currently eligible if the error causing the underpayment had not occurred. As a result of itigation,
program policy also permits Siaies to issue underpayments to formar recipiens who would no longer
be currently eligible, The ampunt of the underpayment is not fimited by the number of eligible months
covered, :

Section 11{e}(11) of the Food Stamp Act provides that benefits are 10 be restored to a household
requesting them if the benefits have been "wrongfully denied or terminated.” The period for which
benefits are restoved is limited o one year prior to the date the State agency either receives o request
Jor restoration from the household or otherwise tearns that a foss 10 the household occurred. The
Food Stamp rufe (7 CFR 273.17} also prohibits the Stare agency from restoring bengfits for a period
longer than 12 months. The rule requires that henefies be restored even if the household iy currently
inetigibie.
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Yigion
To provvide clients with ¢ rational and consistent policy in the processing of underpayments,
Legislativ iffcation

{a} Amend section 402(2)(22) of the Social Security Act to conform to Food Stamp law by
requicing the issuance of agency caused underpayments to current and former recipients for a
period not in excess of 12 months from the date that the agency learas about the
urderpayment.

Rationale

Since ciients are responsible for reporting changes in circumstances that affect eligibitity and benefies,
a 12-month tmit on restoring lost benefits due to agency error reinforces positive behavior. The
change alse achievey consisiency between the AFDC and Feod Stamp underpayment policies.
However, because the proposaf represents a coniraction of AFDC program policy fi.e., the
prohibition on underpayments due to client errorj client advocacy proups are likely 1o obfect.

7. TEHRRITORIES X

Welfare Reform Working Group staff have met with representatives from Puerto Rico and the orher
territories to discuss recommendations relative 1o the operation and funding of the territorial welfare
programs. These represeraaiives, inchding s1gff from the tervitorial Congressional delegation,
recommended that we (1) eliminate the funding cap, and {2} extend 351 to the rerritories. in addition,
the represeniaiive from American Samoa believes that the territary should be permitted to operate an
Aid to the Aged, Blind, and Disabled (AABD} program and receive appropriate funding. The
representatives also asked that funding for JOBS, child care, and the application of the time limit be
addressed. For exomple, Puerto Kico is concerned that the two year time will be difficuls to enforce
in an economy with 18 percent unemployment.

Current Law

Section 1108 of the Secial Security Act permits the territories (i.e., Guam, Puerte Rico, and the
Virgin Isiands) 1o operate the AABD and AFDC programs; American Samoa is only authorized to
pperate an AFDU program. Funding for {hild Care and Transitional Child Care is provided for
under the JOBS limit of entitlement.  If the werritory elects 1o operate these programs, it must olso
have q ritle IV-E or Foster Care program. The rerritory must adhere to the same eligibility and
puyment vequirements oy the States.  The Federal government muaiches 75 percent of costs, however,
funding for the territories is capped. The caps are 382 million for Puerto Rico, $3.8 mittion for
Guar, and 32.8 million for the Virgin Istandy. Between 1379 and the presens, the caps were
increased once, by roughly 13 percen:. .

Vi
To create realistic funding levels for the territories that are reflective of the current economy and

caseload. A mechanism thar will provide eccasional adpstmens in funding levels will be developed
to replace the curremt burdensome method of petitioning Congress for adjustnents.
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Continue to require the territories (o operate the AABD, AFDC {including JOBS supportive services)
and Foster Care programs. Amend section 1108 of the Social Security Act to increase the caps by an
additional 25 percent and create a mechanism for indexing. The territories would not be required to
operate AFDC-UP programs.

Ratiguale

The number of public assistance programs furded under the current caps, coupled with only one
adiustment 1o these caps in 13 years, has seriously limited the territories’ abilides to provide, ket
alone increase beaefits. Benefit payments above the cap are financed 100 percent by the territories,
resudting in situations such as Guam's where the Federal share is roughly 40 percent. Puerte Rico
reports that, since 1987, AFDC caseloads have nearly doubled from 98,000 units to 183,000 units.
Further, beginning October, 1994, Puerto Rico will be required to extend eligibillyy to two-parent
Sfamilies. Puerto Rico estimates thas an additional 40,000 famities will be eligible for AFDC duz to
this provision, If maich rates were determingd by formula, as they are in the States, the territoriss
would be eligible for higher match rates. Increasing the caps and providing a mechanism jfor efficient
adjustments to those caps will not only continue 10 give territories the quihority to operate public
assistance programs but adequate means to do 3o as well (See Appendix A, Fact Sheet On The
Ferritories).

8. DECLARATION OF CITIZENSHIP AND ALIENAGE

Current Law

Section 1137{d} of the Act requires, a3 a condition of eligibility for assistance, a declaration in
writing by the individual for, in the case of an individual who is a chilid, by another on hisfher behalf)
under penalty of periury, stating whether or not the individual is @ chrizen or national of the United
States, and, if such individual is not a citizen or natlonal of the United States, whether he/she is in a
sutisfactory immigration status.

¥izion

To bring the AFDC program into alignmen: with Food Stamps by gliowing one adult member of on
. applican: assistance wnit to sign the declaration of citizenship or alien status for all members of the
unit,

srislativ Hicat
{a) Amend the Social Security Act by revising section 1137(d)(1){A) as follows:

{I1A) The State shall require, as a condition of an individual's eligibility for benefus under
any program listed in subsection (b}, a deglaration in writing by the Individual (o1, in
the case of an individual who is a ¢hild or a spouse in a two parent unit, by another
on the individual’s behalf}, under penalty of perjury, stating whether or not the
individugl i a3 citizen or nationa of the United States, and, i that individual 18 not »
citizen or sationa! of the United States, that the individual is in satisfaciory
immigration status.
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Rationalg

The current requirement is adminisiratively burdensome as it requires each adult in the AFDC unit to
sign a separate declaration.  This proposal will alfow the aduit pavee or principal earner in an
assistance unit to declare on behalf of hisfher spouse and children, thereby simplifying the application
and redetermination process, This proposal would also provide ronsistency with Food Stamps.

9. RECOVERY OF OVERPAYMENTS THROUGH FEDERAL TAX INTERCEPT

Current Law

Section 402()22) of the Social Security Act requires, as a condition for aid and services ¢ neady
Jamilies with children, o State plan which must provide thar o State agency wilf promptly take all
necessary steps 1o correct any overpayment (o any individual whe is no longer receiving aid under the
plan. Recovery shall be made by appropriaie action under Siare low Ggainst the income or respurces
of the individual or the family.

Yision )

7o allow State agencies 16 recover AFDT program averpayments through the use of a tax intercept

program in coordination with the IRS. A S0% maich rate to cover administrative costs will be
provided,

grislaty ificati

{a) Amend section 402(a322)(0) of the Social Security Act to permit State agencies to voordinate
with the IRS to intercept Federal Income Tax Returns for the collection of outstanding AFDC
overpayments, provided they pursue other means of collection under State law prior to using
the Federsl tax intercept program. The tax intercept recovery method would only be used to
recover overpayments made to individuals who are no longer receiving aid under the plan,
The administrative costs would have a 50% Federal match rate for State contributions.

Rationale

Currently States have the auhority 1 intercept Store 1ax refunds but are unable to do so if the
overpaid individual moves 1o another State, A Federal system would allow Stares 1o vollect from
individuals, regardless of their State of residence. FNS has been running an IRS tax imtercept
program as @ demonstration project since 1992, The program has proved 1o be very effective in
coffecting outstanding overpaymenis, so much 50 that FNS has expanded the demonstration every year
1o include more Stares. A 50% match for administrative costs supports the Adpiinistration’s
philosophy that the administration of the AFDC program should be an equid Federgl/State
partnership,
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B.  REGULATORY REVISIONS

The effors, compromise and time involved in making statigary revisions and omendments make the
identification of reforms thar con be baplemented with comparative ease through regulatory
amendment and revision a must. The following proposals, while few in number, will provide for more
timely reformy and allow States to at least begin 1o simplify and streamline assistance pragrams while
the broader reforms are addressed by Congress. ‘

1. MICROENTERFRISE EXPENSES (SELF-EMPLOYMENT)

]

Current Requirements

In the AFDC program, the rles (45 CFR 233.20(a}{6}{v)(B}} provide that profit from self-employment
{e.g., microenterprises) is derived from subtracting business expenses from gross receipts. All the
earned income disregards (Section 402{a)(8)) are applied 1o the profit the sumte g5 income from
wages. Allowable business expenses are those directly related to producing goods or services.
However, the following expenses are not alfowed: depreciation, purchases of capital equipment,
pavitents on the principal of loans for capital assets or durable goods, personal rangporntgtion, and
personsd business or entertninment expenses. A State may designate an objective fiar amount or
perventage for seif-employment business expenses, but must gliow higher actual costs,

7he Food Stamp program excludes from income the cost of producing self-emplaymenr income. The
rutes (2731 Ha)(d)(i)) list the following examples of the specific costs that showld be excluded: the
identifiable costs of labor, stock, raw material, seed and fertilizer, interest paid t¢ purchase income-
producing property, insurance premiwas, and taxes paid on Income-producing property, The
Jollowing expenses are ot excluded as costs of doing business: pavments o# the principal of the
purchase price of income-producing real estate and capial gssers, equipment, muchinery, and other
durable poods; net losses from previous periods: and depreciation.  In addition, Federal, State, and
focal Income taxes, refirement pntes, and other work refoted personal expenses {(such as
wransportation 10 and from workj are not gllowed because these expenses are accounted for by the 20
percent earned income deduction in Section 273.9(d)(2).

Regulatar ifications

{a) Change the Food Stamp am the AFDC regulations to provide a deduction of the amount of
depreciation or the actual cost of purchasing the asset as claimed for tax purposes, or if none
yet claimed according o State criteria, .

(b} Delete current language in AFDC regulations to conform with Food Stamp rules by adding
examples of specific costs of producing self-employment income, such as the identifiable costs
of labor, stack, raw material, interest paid to purchase income producing property, insurance
premiums, and taxes paid on income producing property.

Rationale ’

A compatible AFDC/Food Stamp exclusion for business expenses, including a deduction for

depreciarion or aciual the actual expenses of necessary assers, would result in greater effectiveness,

clarity and efficlency in the administration of both programs. The change would encourage self-
emplovment, self-sufficiency and recognize the legitimate cost of doing business. Allowing the
eligibiliry worker 10 recognize business deductions as claims by the individual for income tex purposes
would simplify such calculations.
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Z. BOARDER INCOME ‘

Current Requirements i

Under the AFDC progrom, neither the stanue or rujes address allowable costs of business income
received from boarders, Under program policy, a State muay designate a flat amount or percentage
Jor self-employment business expenses. However, the State must allow Righer documented costs.

The Foud Stamp Act is also silent on specific procedures for determining the income af households
with self-emplayment income from boarders. However, the House Report which accompanied the
Food Stamp Act of 1977 (H.R. 95-464, page 38} indicates Congressional intent that the cost of doing
business for boarder income be caloudated “for purposes of administrasive ease, ot u fixed rate or the
value of @ monthdly coupon allotment for a one-person household” for eack boarder. The repost also
indicates Congressionad intens that actual costs be allowed, but the cost exclusions from income
camnpt exceed the income received, ‘

Section 273,11 (0)(1} of the Food Stamp rules provides procedures for calculating the income received
from boarders based on the legishadive history contained in the Food Stamp Act.  Income from

- boarders includes all direct payments 10 the household for reom and meals, including contributions o
the household s shelter expenses. The cost of doing business is either {1} the maximum aliotment
amount for ¢ household size that is equal 10 the swnber of boarders or (2} the actual documenied cost
of providing room and meals, if that cost exceeds the maximum ollotment amount. Ilf actual costs are
used, only separate and identifiable costs of providing room and meals to boardery can be excluded,
The excluded costs cannot exceed the amount of income received.

Regulatory Specifications

{a} Madify AFDC and Food Stamp rules to permit States the option to allow z flat rate, 2
percentage, or either the swaximum allotment for a houschold of the same size as the number
of boarders in the thrifty food plan or the actual documented cost, if it is higher than the
allotment. The game procedure would be adopted for each program.

Rationale

A uniform AFDC/Food Stamp policy in calculating boarder income would result in greater
effectiveness and efficiency in the adminisiration of both programs.

3, REPORTING AND BUDGETING

One of the major complaints about the differences between the AFDC and Food Stamp programs is
thar the programs use differemt periods to determine benefits for the current monih ond require oo
much reporting of changes in circumstances. in a transitionel program where maore recipients may
have fluctuating income, the reporting burdens on recipients, the flucruations in benefit amounts, and
the constant need for case worker recalcudarions of benefits would impoxe complexity on all pariies
involved. ‘
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Current Reguirements
{A}  Monthly Reporting and Budgeting Requirements

Both AFDC and Food Stamps permit States to adopt monthly reporting requirements and to use either
retrospective or prospective budgeting to determine the benefit amounts for some or all cases. Yer
there are some differences in application. For example, the Food Stamp Act permies reirospective
budgeting of non-monthly reporting cases, whife the Social Security Act does not.

- ; ting svstem, famiilies report income and other cuse
circumstances evezy ma?zﬁz W{kgr or not @ s:iza?zge aﬁecfmg eligibility and pavment amounts has
accurred since the previvus monsh.  This information, as well as any supplemeniary report of a
vhange in circumstonces, Is used to determine continued eligibility and 1o determine the amount of
assistance based on g prior month's income.

Under a prospective budgeting svstem, eligibility and benefit amounts are based o a projection of
income and circumstances that will exist in the morth for which payment is to be made. The Food

Stamp program by regulation and statwe is more prescriptive in how the estimaies are 1o be made.
The AFDC rules are nor contained in statute and provide States more fexibility in making the
estimate,

{(B)  Effective Date of Reported Changes

Both programs require families to report changes in circumstances, I AFDC, States must establish
procedures for timely and accurate reporting of changes that affect eligibility and amount of
assistance. Any change Is effective in the month it poeurred.  Food Stamp rules allow for a tolerance
in which a change of less than 325 per month does not have to be reported and the rules governing
the effective date of any change give the reciplent and agency time to report and oot upon the change.

{C3  Earned Income Penalties for Fallure to Report

Both programs impose earned income deduction penaities when recipients fail to report timely., Under
the AFDC program the penalty is applied whenever a recipien: fails to timely report without good
cause, In the Food Stamp progross, the penalty s applied to any portion of income the recipient
willfully failed to repont. In AFDC the penalty applies o the 390 work expense disregard, the child
care disregard and the $30 and 1/3 earned income digregard provisions. Under the Food Stamp
program, the penalty is applied by net disregarding the 20 percent earned income dee:’umon fo any
portion of the income that the reciplent wilfully fuiled 1o report.

b Recertification Period

In the Food Stamp program, recevtification of efigibilty is mandatory and must sccur every one (o
melve months {depending on the characteristics of the household) under specific procedural rudes. In
AFDC, redetermination of eligibility must occur every six 1o 12 months according 1o State established
procedares. Unltke AFDC, food siamp benefits amomatically terminate when the certification period
EXPIES.
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Regutatory Specifications

{2} Allow States to continue to vse rezwﬁpectwe and prospactive bmige:mg Regquire recipients 1o
timely report all significant changes in circumstances affecting eligibility or the amount of
assistance,

b Require the State to make timely adjustments to benefits, both up and down, when significant
changes in income and other factors are reported by the recipient. Significant changes in
income include getting or losing employment, promotion, permanent changes in hours
worked, etc. Non-permanent fluctuations in income {overtime, absence) are not considered to
be significant,

e} Overpayments would not occar where recipients report timely and the agency makes
adjustments 0o Jater than the second month after the month in which the change ocourred,
subject 1o notice requirements, These specifications closely conforms to current Food Stamp

program palicy.
Rationale

These propesed administrative rules will significantly simplify benefii calculation procedures for joint
AFDC/Food Stamp households. By rationalizing the procedures in benefit determination and
calcadation, workers and recipients will benefiv through less paperwork processing and time spent on
recaicutating benefits because of fluctugrions in income. The rules maintain a bolance between
assuring benefits are gecurately determined by reducing the current complexities retaining the
appropriase level of responsibilities on recipients to report information.

4, AUTOMOBILE RESQOURCE LIMIT

Current Requiremenis

The Social Security Act provides for the exclusion of so much of a fomily member's ownership interest
in ene automobile ay prescribed by the Secretary.  That exclusion is ser &y regulation at $150X0 equity
vadue for g lower limit set by the State} in one vehicle with any excess eguity value counied toward
the 31 (00 AFDC resource limil,

The Food Siamp Act provides for the total exclusion of vehicles that are used over 30 percent of the
time for income-producing purposes; annually preducing income consistent with their FMV, necessory
Sfor fong distance travel for work {other than datly commute); used as the householid s home, or
aeeded to transport a physically disabled household member. For the following vehicles, the amount
of the FAIV pver $4,500 Is counted as a resource; one per household {regardless of use); and vehicles
used for work, training or education 1o prepare for work in accordance with food stamp employment
and training requirements. For all other vehicles, the FMY over 34,300 or the equity mfm
whichever is more, Is counted as a resource,

Yigion

Reiiable transportarion will be essential to achieving self-sufficiency for many recipients in a time-
limired program. Because a dependable vehicle is important 10 individuals in finding and keeping a
Job, particularly for those in areas without adequare public transporrasion, both the AFDC and the
Food Stamp programs need a conforming automabile resource policy that supports acguiring refiable
wehicles, This proposdl would simplify the auomobile resource policy by conforming the program
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rules and reducing the unnecessary complexity and confusion for program administrators in both
pragrams.

(a) Exercise Secretarial authority and amend the regulations 1o increase the AFDC automobile
fimit t0 an equity value that is compatible with the current Food Stamp FMVY limit with the
goal of assuring that a vehicle will meet the requirements of both programs,

atignaie
This proposal attempts to bring a level of conformity between the rwo programy that would efiminate
some of the administrative complexity involved with valuing vehicles under varving criteria and would
result in greater effectiveness and efficiency in the administration of both programs.

5 VERIFICATION

Food Stamp law and regulations include specific requirements for verification and documeniation of
information needed for eligibility and benefit determinations. Food Stamp regulations mandate
verification of witity and medical expenses {when actual is claimed), identity, residency laddress),
disability and household composition. In the AFDC program, the Act and regulations do not address
how verification is to occur but State procedures have generally-conformed to the verification policy
putlined in the Federal quality vontrol manuai.

Linder the Food Stamp Act (FSA) (sections 11(e)f3),{9)) and Social Security Act (Act) (sections
402{a)}25) and 1132}, income must be verified through the Income and Eligibility Verification System
(EVS). The State must request wage and benefit informagion for from the State Wage Information
Collection Agency, the Social Security Adminisiration, and the agency administering Unemployment
Insurance Benefits, Unearned income information must be reguested from the Internal Revenue
Service. Both programs are also required by low to verify alien status through the Immigration and
Naturalization Service's Systemic Alien Verification for Entitlement system.

Both programs review the accuracy of eligibility decisiony and benefit amoteus through guality controd
systems, with the intended result that much information ix verified at application and at recertification
to avoid errors. Stares may, in both programs, adopt other verification requirentents.

Vision

Federal compiaer matching and verification requirements are often burdensome for both clients and
eligibility stafi. Even where States have flexibility, the emphayis on pavment accuracy and the
patential for fiscal quality control penalties hoave offen resuited in unsecessary documentation, delays
in benefits and impraper denials and rerminations. Yet, 16 Gssure the public that their taxes are being
spent 1o serve only those in need, verification will continue to be a critical component of the new
system for delivering assistance to foarnities. States must be afforded the flexibilisy 1o simplify
verification procedures, while assuring program integrity through minimum standards. ,

:
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{2 Exercise current Secretarial waiver authority and amend regulations so that

~ States may choose the verification systems, methods and time<frames for action;

- States may choose the computer matching activities that are most effective pravided that the
alternative match or verification process Is just as effective a5 those required [EVS and
SAVE: and

-- States may verify additional factors of eligibility,

- ENS will sontinue to have authority to verify additional factors that relate to the Food
Stanp program only, such as actual medical costs,

{b) Verification methods, systems, and time Himits will be included in the State Plan,

Rationale

States will welcome the increased fexibility provided by ihis proposal and be able to streamling their
verification activities, saving time and paperwork. At the same time, the State plan approval process

will ensure adequate protection of client rights and program integrity without restricting Staie
flexibility,
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€. TECHNICAL ASSISTANCE AND EVALUATIONS

S:m‘f eng Law

There are a variety of wayy thot fands are et aside for evaluarion oversight und wechnical assistance
support to programs.  The Fomily Support Act, jor example, euthorizes specific amounts for
implerersation and effectiveness studies of the JOBS Program. Under the Head Start Act, 13 percent
of annual appropriations are reserved by the Secrerary for ¢ broad range of uses including training,
technical assistance and evaluation. The Secretary of HHS, at her discretion, sets aside 1% of Public
Health program funding for evaluation of its programs.

Vision

Annually reserve 1% of the total copped entitlement funding for the Secretary of HHS [alELEBOF?] to
spend on JOBS, WORK and At-Risk Child Care for research, evaluetion, and technical assistance,

Rationale

Susficient funds should be available o ensure that the Depariment(s) can provide adeguate levels of
technical assistance 1o States, exercise oversight over State implememation of welfare reform, and
carry out other supportive reseqrch and training qerivities. Tieing funds to a percentage of the overall
program dollars ensures that as the program grows, funds for research, evaluation and technical also
grow.

(a) Reserve (o the Secretary from amounts authorized for the capped JGBS, WORK and At-Risk
Child Care funding, up o %;__pmg for each fiscal year for expenditures for evaluation,
reswarch, training amd technical agsistance.

L
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NON-CITIZEN PROVISIONS

A, UNIFORM ELIGIBILITY FOR NON-CITIZENS ‘

Assuming they meet all other eligibility requirements, foreign nationals residing in the United States
must be lawfully admined for permanent residence or "permanently residing in the United States
under color of law” {(PRUCOL) to qzza!;fy for benefits of the AFDC, Supplemental Security Income
{SS1), or Medicaid programs.

The term PRUCOL. applies to certain individuals who are neither U8, citizens nor aliens lawfully
admitted for permanent residence. Aliens who are PRUCOL sntered the United States either fawiully
in 3 status other than lawful permanent residence or anlawfuily. PRUCOL status is not a specific
immigration status but rather includes many other immigration statuses. Under the 581 statute,
PRUCQOL aliens include those who hold parole status, The AFDC statute defines aliens who have
been granted parole, refugee, or asylum stats as PRUCOL, as well as aliens who had conditional
entry status prior 1o Apni I, 1580, The Me{i:éazd statute uses the term PRUCOL. but provides no
guidance as 1o the meaning af the term,

In addition to the revisions in the regulations reflecting the interpretation of section 1614X1)(B) of
the Social Security Act resulting from the court in the Berger and Sudomir decisions discussed below,
PRUCOL status also is defined in AFDC, 881 and Medicaid regulations as including aliens:

» who have been placed umder an order of supervision or granted asylum status;
> wio entered before Janvary |, 1972, and continuously resided in the United States since then;
> who have been granted “voluntary departure” or "indefinite voluntary departure” status; and

» who have been granted indefinite stays of depontation.

In the case of Berger v, Secretary, HHS, the U.S, Court of Appeals for the Znd Circuit in interpreted
PRUCOL for the SSI program 1o include 13 specific categories of aliens and also those aliens whom
the Immigration and Naturalization Service (INS} knows are in the country and "does not contempiate
enforcing” thelr departuce, SSA follows the Beeger court’s interpretation of the phrase "does not
contempiate enforcing to include afiens for whom the policy or practice of the INS is not o enforce
their departure as well ag aliens whom it appears the INS 15 otherwise permitting to resids in the
United States indefinitely, The Medicaid regulations include the same Prucol categories as the 351
regulations.

The Sudomicy, Seeretary, HHS decision, which focused on AFDC eligibility for asylum applicants,
was fess expansive. The U.8, Court of Appeals for the 9th Circuit determined that AFDC eligibility

would extend only to those aliens allewed to remain in the United States with & "sense of
permanence.” Applicamts for asylum are thus specifically excluded from receiving AFDC benefits by
this decision even though they would not necessarily be disqualified for 851 due to the Berger
decision,
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Broposal:

{a) Efiminate any reference to PRUCOL as an eligibility category in titles IV, XVI, and XIX of
the Social Security Act {the Act). Standardize the treatment of aliens under these titles by
idemtifying in the statute the specific immigration statuses in which non-citizens must be
classified by INS in order to qualify to be considered for- AFDC, 881, or Mediaid eligibility,
Specifically, provide that only aliens in the following immigration statuses could qualify--

» lawfully admitted for permanent residence within the meaning of section 101(a)(20) of the
Immigration and Nationality Act (INA});

» residing in the United States with lawful temporary status under sections 2454 and 210 of the
INA (relating to certain undocumented altens legalized under the Immigration Refoen and
Comeol Act of 1986);

» . residing in the United States as the spouse or unmarried child under 21 years of age of a
~citizen of the United States, or the parent of such citizen if the citizen is over 21 years of age,
and with respect to whom an application for adjustment to Jawful permanent resident is
pending; o
> residing in the United States as 2 result of the application of the provigions listed below:

- sections 207 of the INA (relating fo refugees) or 203(a)(7) of the INA {relating 1
conditional entry status as in effect prior to April §, 1980);

- section 208 of the INA (elating (0 asylum);

- section ZI12{dK5) of the INA {refating to parole status) if the alien has been piroled
for an indefinite period;

~ SR YOTGEPRNE LA 00:00 R XA vOINT IO i
' mwm@ﬁfg%ﬁnﬁaiﬁy group INOTE: his provismn may be excluded]; and

- section 243(h} of the INA {relating to a decision of the Attorney General to withhold
deportation).

3 The proposal weuld continue the eligibility of those aliens eligible for AFDC, 381, or
Medicaid on the effective date of the amendment who began their periods of eligibility before
enactment for as iong as they remain continucusly eligible,

{c} The propoesal would also allow state and focal programs of assistance to utilize the same
eriteria for eligibility,

Rationale:

Some aliens considersd PRUCOL did not enter the United States as immigrants ander prescribed
immigration provedures and quotas, but entered illegally. Others entered legally under temporary
visas but did not depart. The courts have determined some of these aliens to be eligibls for benefits
uader the definition of PRUCOL, even though such individuals have not received from the INS a
deliberpte immigration decision and status for permanent presence in the United States. Therefore, it
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is reasonable to restrict AFDC, $81, and Medicaid eligibility to specific categories of aliens who have
entered the United States lawfully or who are likely to obtain permanent resident status,

Dietermasning which aliens must be considerad for eligibility for Social Security Act programs has
become excessively confusing due to judicial actions, and it is subject to angoing challenge in the
courts. By providing in the law a listing of statuses and specifically citing the provisions of the INA
under which they are granted, the proposal would eliminats the ongoing uncertainty about the precise
seope of the eligibility conditions and potential inconsistencies regarding alien eligibility in the three
programs, Additionally, the alien eligibility categories proposed for AFDC, 8§81, and Medicaid would
be consistent with the proposed categories in the Administration’s Health Security Act.

The food stamp program has avoided similar problems because the categories of alieng eligitie for
assistance under the program have been specifically listed in law, This proposal seeks to do zéze same
for AFDC, SSi, and Medicaid.

‘The proposal would save adminisirative resources and costs. The case development required to
determine if an alien is considered PRUCOL generally is time-consuming because SSA and state
AFDC and Medicaid agencies must verify the alien’s status with INS. In many cases, an alien's
status as PRUCOL muist be re-verified annually,

B, . SPONSOR-TQ-ALIEN DEEMING

Current Law: Under inmigration law and policies, most aliens tawfudly admitted for permanent
residence and certain allens paroled into the United States are required to have sponsors.

Sections 1614(0(3), 1621 {a}, and 415 of the Social Security Act provide that in determtining S§1 and
AFDC eligibility and benefit amount for an alien, his sponser ‘s {and Sponser’s spouse’'s) inceme gnd
resources are deemed 1o the alien for 3 years qfier the alien’s entry into the United States. Pubiic
Law 103-152 extends the period of sponsor-to-alien deeming in the SSI program from 3 to § years for
those applying for benefity beginning January 1, 1994 and ending October 1, 1996, For the S5
progrom, these deeming provisions do not apply to an alien who becomes blind or disabled after entry
into the U.S. The Faod Stamp program currently provides for a thres-year sponsor-to-alies deeming
period. In general, most SSF and AFDC recipients are eligible for Medicaid benefits. However, tiile
XiX of the Act-governing the Medicaid program--does not have provisions on sponsor-to-alien
deenting. Imumigration law provides generally that an alien whe has resided continuously in the
United States for at feast 5 years after being lawfully admitted for permanent residence may file on
application for 11.5. citizenship.

Legigative Specifications

{a) Make permanent in the S8I program the five-year period for sponsor-to-alien deeming.

by  Extend sponsor-to-alien deeming from three to five years in the AFDC and Food Stamp
programs,

(c) For the period between five and ten yz2ars after being lawfully admined for permanent
residence in the U.5., no sponsored immigrant shall be eligible for benefits under the AFDC,
$81, and Food Stamp programs, uniess the annual income of the immigrant’s sponsor is below
the most recent measure of U.S. median family income.
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» “Annual income” of the sponsor shall -include the most recent measure of anmual
adjusted gross income (AGI) of the inumigrant’s sponsor, and the AGI of the
sponsor’s spouse and dependent children, if any,

- "Median family income” shall be based on the most recent Bureau of the Census
measure for U5, median family income for all families, updated by the most recent
measure of change in the Consumer Price Index {CRI-U),

NOTE: For example, CPS data on 1992 income is available it October of 1993, The
measure of CPI-U is available in February 1994, which provides the measure of
change from 1992 to 1993, Applying the CPI-U {o the 1992 income data yields
the measure of median family income for 1953, which should be published in the
Federal Register in February/March 1994, This measure will then be compared
to actual family incorne for 1993 which should be available after April 15, 1994,

{d) Each year the Secretary of HHS shall publish in the Federal Register the median family
income atunt that will be used to determine the eligibility of sporsored immigrants for the
AFDC, §51, and Food Stamp prograros.

(&) State and local programs of assistance are delegated the authority 1o use the same deeming
criteria for determining eligibility of sponsored immigrants for benefits under their programs
as is used by the AFDC, 8§81, and Food Stamp programs.

iy Effective with respect 10 applications filed and reinstatements of eligibility following a month
or manths of ineligibility on ar after Octaber 15t 1994,

Kationaly:

The mamber of immigrants entering the U.S, has been increasing recently and has had effects on the
number of persaus receiving benefits. For exaple, in the SSI program the number of immigronts
wher received S8 in December 1992 was more than double the monber who received benefits in
Becember 1987, Twenty-four percent of aliens lawfully admined for permanent vesidence on the 551

" rolls in December 1992 came onto the ralls within 12 months afier their 3-year sponsor-to-alien

deeming period ended, indicating thot the deeming provision is instrurmental in delaying oflen
eligthiliey for S8, Extending the deeming period avoids increases in bengfir program costs which
would otherwise oveur as a result of increasing immigration into the United States.

For example, under the 83 program, many eiderly immigranis are sponsored by their chilidren who
have signed affidavits of support, It seems equitable 1o require the chitdren to continue ¢ support
thelr relatives beyond the 3-year (or S-year) period, rather than aifow ihe parents to obtaln welfare
entitlement bencfits solely on the basis of age, particularly if the sponsors gre financially abie 1o
conitnue supporiing the tmmigrants they have sponsored, Sponsors generally have sufficient income
and resources to support their alien relatives as indicated by the fact that only 14 percent of
sponsored ofiens on the S81 rolls in December 1892 became recipients within their first 3 years in the
United States. Nothing in this proposal would prohibit a sponsored alien from becoming 2ligible for
benefits if the sponsor’s income and resources were depleted sufficiently to meet eligibility criterig-as
is the case with current faw. This propesal merely requires sponsors to continue for a longer period
of time 1o aeeept financial responsibility for those inpnigranis they choose 1o sponser.

Once aliens became citizeny, it is appropriate to discontinue sponsor deeming,  Aliens generally can
apply for citizenship after 5 years' residence in the United States, '
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EMERGENCY ASSISTANCE PROVISIONS

FORTHCOMING FROM ACF
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