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PREVENT TEEN PREGNANCY • 

AND PROMOTE PARENTAL RESPONSIBILITY 

A. 	 NATIONAL TEIlN PREGNANCY PREVENTION INITIATIVE 
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Th.m fwgnaoex preye!lt~rants and Establishment of a National 
Clearinghouse Qil Teen Eregnancy 

L 

Current Law 

There art numerous Federal programs thoi address the issue ofteen pregnancy prevention. including 
repeoJ pregJUmcJes. Some focus specifically on teen pregnancy. but given that the multiple problems 
adolescentsface are often itflerreimeci. the specific problems that other programs emphasize (e.g,. 
substance abuse, school drop-out) are m.w related 10 adoiescenJ pregnancy prevention. Current 
federal efforts include HHS's family planning grants, mllJerMl and child health programs, adolescent 
health programs, runaway and. homeless youth programs, and alcohol and substance abuse preveruion 
programs. Department ofEducation efforts include drug-jtee schools ami communities programs, and 
postsecondary education outreach and student support services programs: and (he Depanment oj 
Labor efforts include New Chance, Youth Fair Chance, JTPA programs, and the Young Unwed 
Fathers Project. There are also programs In the Departments ofHousing and Urban Development, 
Agriculture, Justice. InJerior and Defense. 

The rise in births to uMUJrried teens over the past generation has raised the issue ofteen pregnan.cy 
to MtiOnal significance. The number a/births to unwed teen mothers increasedfrom 92.()()() in 1960 
to 368l)()() in 1991. Cases headed by unwed mothers (teen wuJ older) accounted for about Jourfifths 
oj the growth of1,1 million in the welfare rolls over the past ten years. from 3.86 milJionfamilies in 
1983 to 4.97families in 1993. 

Adolescents who bring children into the worldface a very difficult time getting themselves QUI of 
poverty. while young people who graduate from high school and defer childbearing until chey are 
mature, married and able to support their offspring are far more likely to get ahead. Both parefUs 
bear responsihllity for providing emotional and material support. The overwhelming majority of 
teenagers who bring chlldren imo the world are IWt yet equipped to lumdle this jUndamemal 
obligation. 71tey are often not equIpped to handle peer pressures (11U/ the risk ofother acriwlier 
leading 10, negative CGllSequences, slich as substance abuse, delinquency and vioience. 

There will be a na/ional campaign to address the problem ofunmarried teenagers who become 
pregnant (11U/ parerus. This campaign will also lake into accounJ the myriad ofrisky 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. 

__=_<~...,."t-
The non-legis/alive aspects of this campaign are a national nwbilizatio thnt pulls together business. 
national and community volUluary organizations. religious ins/ utums. sdum/s. and the media behind 
a shared and urgent challenge directed by the President; the announcement oj national goals to define 
the mission and to guide the work ofthe national campaign; and the establishment of a privately 
funded IWn-projit, non-partisan entity committed to the goals and mission afthe national campaign. 
These are the essential building-blocks ofa comprehensive campaign/or youth balancing opportunity 
and responsihility across the full range ofAdministration youth initiatives, including Goals 2000. 
Schbol-to~Work, Natio1Wi Senliee. the health clinics proposed under the Health Security Act. the ajter
school and jobs programs included in the prevention package in the Crime Bill. as well as the 
prevention straJegies proposed below as pan of welfare reform. 
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A Teen PregnttrI.t'Y Prevenlion<1iFi"bilizalkm Graiilyrogram is proposed where about I,()()() schools 
and rommunity-based programs woUld be providedflexihle grams, averaging $/00,000 each, wllere 
they can implenWnlleen pregn.aJ1CY prevention program models with records o/promising results. 
F.wuIing would be targeted to schools with the highest concentration ofyouth at-risk and would he 
available to serve both middle and high school age youth. The goal would be ro work with YOUlh as 
early as (1ge JI .nuI eSlahlishjl!( continuous contact and inYOlvement through graduation from high 
school. To ensure quality mid establish a visible and effective pre,~ence, these programs will be 
supervised by professional siaffand, where feasible, be supported by a leam oj national service 
participants prol/idM by the Corporation for National and Community Service. 

Legislatjve SgecificatiQQs 

(a) 	 A separate authority under~Title XX of the Sodal 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 Qr high 
rates of adolescent births, 

(b) 	 The grantees shall be entitled to payment of at least $50.()(x) and not more than $400,000 each 
fiscaJ year for five years. The grant amount will be based on an assessment of the scope of 
the proposed program and the'number of chlldren to be served by the program. The grant 
must be expended in that fLSCai year it is awarded or the succeeding fiscal year. A 20 percent 
non-Federal, cash or in-kind match, is required, 

(e) 	 The grants will be jointly awarded by HHS. Education, and the Corporation on National and 
Community Service, in consultation with other FederaJ departments and agencies. The '.l 
administration of the program could be delegated to another interagency Federal entity. such Gj4t~:'1 
as the proposed Ounce of Prevention Council. /0. £:"'1:::' 

(d) 	 Eligible grantees are a partnership that includes a local education agency. acting on behalf of 
one or more schools, and one or more conununity-based organizations, institutions of higher 
education, or public or private fOf'~profit or nonprofit agencies or organiz{ltioflS, Existing 
successful programs-including those now operated by national voluntary organizations-would 
be encouraged to appJy for funds to ex.pand and upgntde their services. Grantees would have 
to be 'ocated in a school attendance area where either (I) at least 75 percent of the children 
are frOID low~income families as defined under part A of title I of the Elementary and 
Secondary Education Act of 1965, (2) a high number of children reeeiv~ AFDC, or (3) 
there is a high adolescent birth rate. Geographic distribution, including urban and rural ~56\. 
distribution. would be taken i,nto account in selection of grantees. tJ.Ir11~....(,..(J 

6''''(e) 	 Grantees would, based on local needs. design and implement promising programs to prevent 
teen pregnancy through a variety of approaches. Grantees would be given .a great deal of 
flexibility in designing their program. However, core components at each site must include: 

• 	 Curriculum and counseling designed to reaeh young poople that address the economic, 
emotional and medical consequences of premature sexual behavior and teen 
pregnancy. Existing models of best practices suggest that these educational activities 
should focus on developing the psychology and character required for responsible ' 
behavior as well as on expanding cognitive knowledge., 

• 	 Activities designed to develop sustained relationships with caring adults. Group 
coaching, individual mentoring. and a range of activities after-school, on weekends~ 
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and in the summer could be included. Such activities could also include romrnunity 
service by the youth themselves. 

• 	 To ensure quality. programs WQUld be coordinated by one or more professional staff, 
The programs, where feasible, would also utilize national service participants to 
engage students, parents, families, and the community in organized efforts to reduce 
risk-taking behaviors that may 1ead to adolescent pregnancy, including the delivery of 
services and in the coordination of during- or afier~school activities. Grantees win be 
asked to describe the ro,le that any National Service participants will pl~Li!' the 
program, consistent with the National and Community Service Act of~} as ? 
amended. , 

Grantees are allowed to expand 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 
would be a plan which describes (a) the measurable goals the applicant wants to achieve and 
how they intend to measure progress in achieving the goals; (b) currlculum and counseling 
and sustained adult relationships components of the program, as well as any additional 
components and how they intend to implement them~ (c) how national s.ervice participants will 
be an integral part of the program, where feasible~ and Y1 how Jocal needs will be addressed, 

Th~.ia1S0 be asked to provide other assurances. including~ 
• 	 How the services provided are ba.lled on research on effective approaches to reducing 

unmarried teen pregnancy. Other rjsk~taking behaviors correlated with teen 
pregnancy should be jn~luded, 

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

• 	 How each program would work with middle andlor high school age youth (ages 11 
through 19) to establish continuous contact and involvement through graduation from 
high schooL 

• 	 How school staff, parents, community organizations. and the teens to he served have 
been and will be included in the deve10pment of the application AS well as the 
planning and implementation of the program, 

• 	 Evidence of ongoing commitment wjth other community institutions. such as 
church.es, youth groups. universities I businesses, or other community. elvic, and 
fraterrm organizations" . 

• 	 (,,,,oordlnatioll of their program with other Federal or federally assisted programs, state 
and local programs, and private activities. 

• 	 How the program plans to continue operation following completion of the grant 
period. 

• 	 How funds will not supplant federal, State, or local funds. 
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(g) 	 A grantee would be given priority if their non~Federal resources are significantly in excess of 
the 20 Pllfcent required, and if they participate in other Federal .and non-Federal programs. 

(h) 	 The Sooretary may terminate a grant before the end of the 5~year period if the Secretary 
determines. after providing training or technical assistance, that the grantee conducting the 
project has failed to carry Out ~e project as described in the approved application. 

(i) 	 Total funding for the program is $300 million over five years. $20 million in FY 1995, $40 
million in FY 1996. $6() million in FY 1997, $80 milIiQD in FY 1998 and $100 million In FY 
1999 and each subsequent fiscal year. Up to ten percent of the funding win be set~aside for 
the evaluation, training, and technical assistance as well as for establishment of a National 
Clearinghouse on Teen Pregnancy (see j. and k;. below). Since this program and the 
Clearinghouse is authorized through Tide XX of the Social Security Act, any funds not 
expendoo in a fiscal year shall be redirected to the Title XX Social ServIces Block: Grant 

I.Program, 

0) 	 A rigorous Federa1 evaluation would be conducted of some sites. Grantees would be asked to 
provide information requested fur the evaluation. Training and technical assistance would 
also be provided to the grant';"" In .• 

to tJ \)1/41r-S 

(k) 	 A National Clearinghouse on Teen Pregnancy PreventionJ\would he established to provide 
conununities and schools wi~ teen pregnancy prevention programs with curricula. models, 
materi.aJs, training and technical assistance, It will establish an information exchange and 
network on promising models and rigorous evaluations, , 
The Clearinghouse would be a national center for the collection and dissemination of 
programmatic information and technical assistance that relates to teen pregnaney prevention 
programs:. It will also look: at the state of teen pregnancy prevention program development, 
including information on the most effective models, It would develop and sponsor training 
institutes and curricula for teen pregnancy prevention program staff, and develop networks of 
for sharing and disseminating information. The Clearinghouse could also conduct evaluations 
of teen pregnancy prevention programs (not limited to the grants provided in this bill), 

2, 	 Learning from Prevention Approaches through Comprehensive Servjce,<; Demonstrations to 
Prevent Teen Pregnancy in Higt] Risk Communities 

Current Law 

There arc demonstration authorities lhat exist to serve youth in particular areas. but most are fUJI as 
comprehensive as the demonstrations described below in the scope ofservices for all youth and are 
fWt a saturation model. ; 

•Early unwed child-bearing and other problem behaviors are interrelated and strongly influenced by 
the general lift--experitlices associated with poverty. Changing the circumstances in ¥..'hich people live 
and consequenJJy /WW they view themselves is needed 10 change the decisions youn~ people make in 
regard to Iheit' lives. 'I' 

For any effort which hopes to hove results thal arc large enough to be meaningful. attention must be 
made to circumstances in which Y'?Ulh grow up. 11 should address a wide spectrum ofarias 

I 
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associated with youth living in a healthy community; economic opportunity. safery, health, and 
education. 

Particular empluzsis must be paid /0 the prevention ofadolescent pregnancy before marriage, 
including sex educalion. 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 
adolescem pregnancy is a symptom ofdeeper problems, sex education and contraceptive services 
alone will be inadequate; they must be part 0/a much wider spectrum o[ services. 

Interventions need to enhance education. link education to health and other services. help stabilize 
communities and jamilies in trouble. This. would provide a sense oj rationality and order in which 
youth can develop, make decisions, place trust in individuals and institutions serving them, and have 
a reasonable expectation ofa long, safe, and productive life. , 

, 
Comprehensive Demonstration Grants for Youth in High-Risk Communities of sufficient size or 
"critical mass" to significantly improve the day to day experiences, decisions and behaviors ofyouth 
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 suppon youth and families. These demonstrations would be coordinated with other 
Administration activities, such as the prevention components ofthe Crime bill. atui would be pan of 
an overall conununity strategy for youth. 

Legislative Specifications 

(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 sociaJ and health services, with an 
emphasis on pregnancy prevention. 

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

(e) 	 Up to seven neighborhood sites would be entitled to $90 million over 5 years (up to $3.6 
million per site). Grantees would be required to provide a 10% match of the FederaJ funding. 
This could include in-kind contributions. 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. 

(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 hea1th 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. , 

6 



• 


(ii) 	 Educational and emptOyabifity development services designed to promote 
educational advuncetnfflt and opportunities for job attainment nnd productive 
employment, to establish a lUelong commitment to learning nnd achievement, Bnd 
to increase self..oonndence. Activities cootd include, but are not limited to, academic 
tutoring, Hteracy training, drop-out prevention programs, remedial education or 
services for youths who have dropped Out of school, career and college counseling, 
menwring programs, job skills training, apprentIceships, and parHime paid work 
opportunities. 

(iii) 	 Social support services designed to pro1ide. youth with u stabJe environment and 
to encourage youth to participate in safe and productive activities. Services could 
include, but are not limited to. cuJruraJ, recreational and sports activities, .leadership 
development, peer counseling and crisis intervention, menroring programs, parenting 
s.kJIIs training. and famUy counseling. 

(iv) 	 Community 8CuvilifS designed to change community norms, to improve 
oommunity stability, and to encourage youth to participute in community ~rviee 
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 less distressed neighhorhoods, and establishment of community 
advisory councils with youth representation. 

(e) 	 Sites would have to meet. the following characteristics, and any others determined by the 
Secretary of Health and Human Servlces. in consultation with the Secretaries of Education, 
HUD. Justice, and Labor. 

(i) 	 Grographic - Communities must identify the neigbborhood or nelgbborboods they 
will target. Smalier. fOOre focused boundaries than those required in Empowerment 
Zones or Youth Fair Chance will be used in order to develop a '\:ritical mass~ of 
services to meet the above goais. Each neighborhood must have an identifiable 
boundary and must be considered a neighborhood by its re..qidents. 

(H) 	 Populatiun ~~ Each neighborhood or group of neighborhoods have populations of 
approximately 20,000 to 35,000 people. 

(iii) 	 Poverty - The entire area must have a poverty rate of at lea..o;;t 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%. 

(f) 	 Local governments (or unlts of local governments) and local public and private non-profit 
organizations could apply. Applicants would be requited to supply evidence of comprehen
sive commitment to the project and collahoration between the community and the State. The 
applicant must involve multiple 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 effort, (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) assurance.':; that the funding 
provided through this program will not be used to supplant Federal funds for services and 
activities which promote the purposes of this program. 

J 
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(g) 	 ApplicanlS must define the goals intended to be accomplished under the project. They must 
also descnt~ the methods to be used in measuring progress toward accomplishment of the 
goals and utcomes to be measured. Outcomes to be measuroo would include, but are not 
limited to, birth rates, high school graduation rates, college attendance rates, rates of alcohol 
and other drug use and violence reduction, 

(h) 	 The Department will support rigorous evaluations of a1l 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 Hfe of the demonstration. These activities will be coordinated with 
the National Clearinghouse 011 Teen Pregnancy Prevention. $10 million would be provided 
for these. activities. 

(0 	 The Secretary may terminate a grant before the end of the 5~year period if the Secretary 
detennines, after providing training or technkal assistance j that the grantee conducting the 
project has failed to carry OUt the project as described in the approved applkation. 

B. 	 RESPONSIBILITIES OF SCHOOL-AGE PAREll/TS RECEIVING CASH ASSISTANCE 

I. 	 MinQr Mothea; Live;tt Home I , 

Current Law 

Under Section 402(0)(43) ojlhe Socia/lieeurity Act, Slates have lhe option ojrequiring minors (1M" 
under the age of 18) /0 reside in their parents' houselwld. or a legal guardian or other adult relative. 
or reside in a losfer home, maternity horne or other adult supervised supportive living arrangement 
(with cenain. exceptions). Delaware, Maine, Michigan. Virgin Islands, and Puerto Rico have 
included this in their State plan. 

By d~nition. minor mothers are children. Generally. we believe that children should be subject to 
adult supervision, This propasaJ would require mlnnr mothers /0 Jive in an environment where they 
can receive the support om} guidance [hey need. AI the same time, the circwnslances of each 
indi~idual miner will be taken intQ accouIII in making decisions about living arrangements. 

Legislative Specifications 

(0) 	 All States would require minor mothers to reside in their parents' household, with a legal 
guardian or other adult relative, with certain exceptions as described below. This is the same 
as current law, except that now the provision would be a requirement. 

(b) 	 As in current law, when a minor mother lives with their parent(s) their income js taken into 
account in determining the benefit. If the minor mother lives with another responsible adult, 
the responsible adult's income is not taken into account. Child support would be sought in aJl ,
cases. 

(c) 	 A minor parent is an individuaJ who (i) is undet the age of 18, (ii) has never been marrjed, 
and (iii) is either the natural parent of a dependent chiJd living in the same household or 
eligible for assistance paid under the State plan to a pregnant woman. This is the same 
definition as current Jaw. 
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(d) 	 The following exceptions (now in current law) to living with a parent or Jegal guardian wm 
be maintained: 

(i) individual has 00 parent or IJegal guardian of his or her own who is living and whose 
whereabouts are known~ 

(ii) no living parent or legal guardian of such individual allows the individual to live in the 
home of such parent or guardian; 

(iii) the State agency determines that the physicai 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 apart 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 individual having made 
application fur 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. (In those States that have this 
policy. the following are examples of what they determine to be good cause exceptions: the 
bome is the scene of illegal activity; returning home would result in overcrowding, violation 
of the terms of the iea.'le, or violation of local health and safety standards; the minor parent is 
actively participating in a substance abuse program which would no longer be. available if she·· 
returned home; no parent or legal guardian Hve."l in the State.) 

(e) 	 Current law is maintained regarding the determination of a minor mother's residency status 
must be made within the 45 days that all eligibility determinations are made, 

(I) 	 If the State determines the minor should not live willi a parent, legal guardian or other aduit 
relative: the minor must be as..<;isred in Obtaining an appropriate supportive alternative to Jiving 
independently (or the State may determine that the individuaJ~s current living arrangement is 
appropriate). (The lype.1i of Hving arrangements that States now ·use or are considering include 
Jiving with an adult relative, a.-licensed foster home, in a group home for pregnant teens or 
teen parents, and in an approved congregate housing facility.) If no appropriate setting is 
found the State must grant eligibility, but must utilize ca,\je managers to provide monitoring of 
the minor. · 	 . 

(g) 	 The State would use the ca.o;e ~a~agement for teen parent provision (see #2 below) to make 
the determinations required under this provision. As described in the next proposal, these 
case managers would be trained appropriately and have reasonable caseloads, Determinations 
would be made after a full a..-,sessment of the situation, including taking into aecount the needs 
and concerns expressed by the minor. 

2. 	 Limiting AFDC Benefits To Additional Children Conceived While on AFDC 

Current Law 

Currenlly. families on welfare receive additional support because their AFDC benefits increase 
automatically to include the needs 0/ an additional child, 
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The welfare system should reinforce parental responsibility by keeping AFDC benefits constant when a 
child Is conceived while the parent is on 'tVeifare. The message ofresponsibility would be further 
strengthened by providing the. family an opportunity to earn back what they lost, 

Legislatiye SuecjficatiQOS 

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

(b) Under this option. if a parent has an additional child. the Stale must disregard an amount of 
income equal to any increase in aid that would have been paid as a result of the additional 
child, Types of income to be disregarded include-

I) child support; 
2) earned income; or 
3} any other source that the State develops and is approved by the Secretary. 

(c) Provision will not be applied i~ the case' of rap~'t~ ~y other cases that the State agency 
finds would violate the standards of fairness anctgood conscience. 

3, Case Management fur All Custodial Teen Parents 

Current Law 

Seerion 482(b)(3} althe Social Security Act allows Slates to provide case management 10 all t!wse 
participating in the JOBS program, 

, 

Frequently, it is multiple problems that lead youth to the welfare system. Their complex needs often 
stand in the way 0/ their meeting educational requirements and other responsibilities. Removing 
these barriers to self~sufficiency can blW11ve the confusing and difficuit process ofaccessing multiple 
service systems, This proposal would provide every teen wilh a case manager who would help them 
navigate these 3YStems and hold them accounJable for their respcmsibiliJies and requirements. 

Le&islative Specifications,....,
(al 	 Require Stat to provide case management services to all custodial teen parents receiving 

Arne who either under age 19 or under age 20 and enrol1ed in high school, States still havet
the option to serve alJ older teens. , 

(b) 	 Case management services to teen parents will include. but is not limited to-~ 

1) assisting recipients in gaining access to services, including, at a minimum, family< 

planning, parenting education, and educational or vocational training services; 

2) 	 determining, the best living situation for a minor parent taking into account the needs 
and concerns expressed by the minor (see #1 above): 
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3) 	 monitoring and enforcing program panicipation requirements (including sanctions and 
incentives where appropriate); and 

4) 	 providing Qngoing general guidance, encouragement and support. 

States must in their plans describe how they will meet these requiremenl.5. 
, 

(c) 	 Case managers must receive adequate training in the social service and youth de\'elopment 
field, and States should take into account recommendations by appropriate professional 
organizations to carry this out'. Also, the ratio of case managers to cJiento; must be 
sufficiently small to. adequately serve and protect teen parents and their chi\dren. 

4, 	 Teen Parent Education and Parenting Activities State Option 

Current Law 

Uruler Section 402(0)(19) oj the Social Security Act, teen custodial patents ate requited to participate 
in the JOBS program unless they are under 16 years ofage, attending sc/u)()l jull-rime, or ore in the 
lost seven mOlllhs afpregnancy. Participation in the JOBS program involves an assessment ofthe 
individual. and an agreement specifying what support services the Stale will provide and what 
obligations the recipient has. For those who have not obtained a high school diploma or aGED, 
attendance at school can serve as Iheir JOBS assIgnment. Participation in Ihe JOBS progrtlm is 
contingent 011 Ihe existence of such a program in the geographic vicinity ofthe recipients' residence. 

In addition. under a Secllon 1115 waiver. States can implement programs 'of.-mch utUize incentives or 
sanctions to encourage or require teen parents on AFDC 10 continue their education. 1Wo exatnples 
ofa State haying dtme or plaJ'U'ling 10 do this are the Learning, Earning, and Parenting Program 
(LEAP) in Ohio Il1IIi Cal Learn in California. which is in lhe process ofbeing impiemented. LEAP 
and Cal Learn are l1UUldatory jar all preg1W1U and custodial teen parents wIro are receiving AFDC 
and who do /WI MY< a high school diploma or GED. Under beth LEAP and QU Learn program 
rules, all eligible tee'ns are required to enroll (or retrUlin enrolled) in and regularly attend a school or 
education program leading to a high scJwol diploma or GED. These two initiatives apply only to 
teens who are ca.'fe heads. Other States have obtained waivers to implement programs using sanctions 
to influence dependents 10 continue their education. This may become relevant ifminor mothers are 
not permitted to be caseheads. 

Teenage mothers face suhstantial obstacles to achieving self-sufficiency. Eighty percent of teen 
1Mthers drop QUi ofhigh school and anly 56 percent ever graduate. Their earning abilities are 
limited by lack ofeducation and job skills. Teen parents o.re often nO! well prepared in lhe area of 
paremilJg, This proposaJ provide States with a mechanism 10 utilize creative approaches for 
encouraging and supporting youth in both their educational and parenting endeavors. 

(a) 	 Provide States the option to 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 a high school diploma or GED to enroll (or remain enrolled) in and regularly 
attend a school or education program leading to a high school diploma or GED, or a speciaJ 
skills training program if the State determines this is most appropriate for a recipient. States 
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may also choose to provide jncenti~es for participation in parenting education activities. This 
opt1on will operate as part of the new JOBS program. and the rules pertaining to JOBS win 
apply unless it is specifically stated otherwise. 

(b) Each State plan must clearly define the following ~~ 

• [ncentives. States must define by how much benefits will be increased and what kinds of 
achievements will be rewarded, 

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

In Ohkl'S LEAP, teens who provide evidence of school enrollment receive a bonus payment 
of $62, They then receive an additional S62 in their welfare check for each month in which 
they meet the program's attendance requjrements. For teens in a regular high school~ this 
means being absent no more than fuur times in the month, with two or fewer unexcused 
absences. Different attendance standards apply to part-time programs, such as Adult Basic 
Education (ABE) programs providing OED preparation assistance, but the same financial 
incentives apply. 

Participants of Cal Learn will be required to present their report 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 better. For graduating high school (or its equivalent), these teens 
will bave their grants increased on a one time basis by 5500. 

• Sanctions. Sanctions under the revised JOBS program would apply unless the State 
proposes alternative sanctions. to be approved by the Secretary. which the State believes 
better achieves their objeGtives. 

Ex.amples of sanctions chosen by Ohio and California are as fonows: 

In LEAP. teens who do not attend an initial assessment interview (which commenees 
participation in LEAP) or fail to enroU in school have $62 deducted from their grant (i.e., the 
teens are "sanctioned") eacb month until they comply with program rutes. Similarly> enrolled 
teens are sanctioned by S62 for eacb month that they exceed the allowed number of unexcused 
absences. Toons who exceed the allowed number of total absenees. but do not exceed the 
allowed number of unexcused absences receive neither a bonus nor a sanction • 

. 
In the Cal Learn program. teens who dQ not receive at least a "O~ average or who do not 
submit bislher repon card will have the assistance unit grant reduced over a two month period 
by the Jesser of $50 or the amount of the grant. This will result in a san<:tion of not more 
than $100. Included in the sanctions wiH be teens that do not present their report cards 
because they have dropped out of school Qr were expelled. 

• Coordinaiinn~ A case manager (as described in A,2) wilt assess each recipient's needs and 
arrange fur appropriate serviCes. 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 
women under the age of 20, States may choose to include all pregnant teens and teen parents 
up to their 21st birthday. States may also choose to include all teens, beyond those who are 
pregnant or parents. 
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• Exemptions. Exemptions from pani,.ipation will be based on the same new guidelines 
governing participation in JOBS Prep, lOBS and WORK. with two exceptions. first. teens 
wUJ omy be able to defer participation fol' 3 months after giving birth, Also, a disability will 
not allow a recipient to defer participation in school, as schools are required to provide 
students with disabilities appropriate services. (See lOBS and WORK section of proposal for 
more specific details.) 

• State-wideness. States can Jimit 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. 

" 

!,,, 
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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 EITe expansion, access to child care, 
and health care reform will support workers as they leave welfare to maintain their independence and 
self-sufficiency. 
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A. CHILD CARE 


.current Law and General Direction of PrQPOsal 

The Federal Governmenl currently subsidizes child care jor low-income families through a number 0/ 
dlfferent programs. The programs have different eligibility rules and regulations, creating an 
f!..xtremely complicated system thai is hard/or both providers and rectpielfls to navigate. The maj« 
existing programs include an entitlement to child care for AFDC recipients (title IV~A); transiJional 
child care (FCC) (also on etUitieme1l1)for up to. year for people who have left ...",/tarefor work; a 
capped enJit/en;e1l1 ($300 mllllnn) for tluJse the rlate deternJilU!S to be at-risk ofAFDG receipt (At
Risk); and.he Child Core aad Developme1l1 Block Gra1l1 (CCDBG). '!here Is also a disregard!or 
child care costs available to working AFDC tecipients. While these multiple programs provide 
valuable support for child C(Jre, legislative c/langes are needed /0 strengthen the welfare re/onn plan. 

We Ofe at this time making changes only in the lV~A programs, which will remain as separate 
authorities. Any changes in the CCDBG will be nwde during its relitlthoraatwn in 1995. 

Child care is critical to the success ofwelfare reform. It is essential to provide child care support jor 
parents receiving assistance who will be required ta participate in education. training. and 
employment. In addUlon. child care supportjor the working poor is also essential 10 "making work 
pay" and co erulhle parents to remain in the workforce. Our goal is to iJu:rease child care futuling so 
that fa.milies have the aCCeSS to the child care that they need, to simplifY the administration ofFederal 
child care programs, and to assure that children are cared for in healthy and safe environments. 

Legislatiye Specifications 

1. 	 Expansion Qf Funds to the Working P.oQ( 

(a) 	 Change the At-Risk: Child Care Program. Section 402(i) to a capped entitlement with an 
enhanced. state match consistent with the match in the other IV-A programs. Change the 
amount specified for the program (to be specified)-Section 403(n)(2)(8). Restrict eligibility 
to families not eligible for other IV~A child care programs. 

This p-rogram is currently a capped entitlement ($300 million) with the same match rate as 
that for aIlIV~A cbild care. 

2. 	 program Simplification/Consistency Issues 

(a) 	 Have the IV-A child care funds flow to the IV-A agency but give the States the explicit option 
to contract to the CCDBG agency. States would retain the flexibHity to have more than one 
agency involved. 

(b) 	 The requirements for coordination. puhlic involvement. and consultation in relationship to 
development of the IV~A child care plan' will foUow the CCDBG statute. 
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(c) 	 JV-A child care requirements will be made consistent with CCDBG 
requlr.ements in the following areas: 

-unlimited parental access 

-parental complaints 

-consumer education 

-compliance with state and local regulatory requirements 

-establishment of health and safety requirements 

-compliance with state and local health and safety requirements 

~-reducti(ln in standards 


Added to the health and safety standards section are; 

-a requirement that the state must have requirements that au children funded under these 
authorities are immunized at levels specified by PHS. States will be given the flexibility to 
exclude particular immunizations if they submit an "acceptable justification to the Secretary. 

-a requirement that the state must have a requirement to as:sure that 00 child has access to 
toxic and illegal substances or weapons in the child care setting. 

I 
(d) 	 A requirement that the state win have to establish and periodically revise, by rule. a sliding 

fee scale that provides cost sharing by the families that receive Federal assistance for child 
care services, The fee scale will be the same for aU programs (mat used for CCDBG). 

, 

(e) 	 There wilJ be one requirement for state reporting to cover aU programs, with core data 
elements to be defined by the Secretary. 

3, 	 Continuity of Care 

(a) 	 The state.') will be given the option 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 lOBS. WORK, and employment. 

4. 	 Information tQ Parents 

(a) 	 States must provide child care infonnation to parents (use CeDRG language, adding 
"(including options for care and payment),~) 

5. 	 SuPUly and Quality (,"'.. 

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

(b) 	 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. 
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6. 	 .Pi~m~nt 

(a) 	 Prohibit states from lowering their statewide limits below those in effect on January 1, 1994. 

(b) 	 Retain the disregard, but mandate that states must offer working AFDC recipients the same 
level arnl forms of thild care assistance as families in JOBS, Tee, and At~Risk Child Care, 

1 , 

,, 

" 


11 




B. IMPROVING THE ElTC 

1. fermiuing publicly Administer~ Adyanced EITe Payment Systems 

~ym,"11d.l!! 
-, 

The earned Income tax credit (ElTC) is a refundable lax credit available to a Io~'-income filer who 
has earned income and whose adjusted gross income is below specified thresholds. Low income 
workers catJ daim the EITC when filing their flU returns at the end ofthe year, In addition, workers 
with children htIve the choice ofobtaining a ponton ofthe credit in advance through their employers, 
and claiming the balance 0/ the credit upon filing their income tax returns. '!he amount ofthe 
odvanced payment is calculated on !he basis tlwt taxpayers have only one qualifying child. The 
annual advanced EITC payment cannol exceed 60 percent ojlhe maximum full-year EITCfor a family 
with on.e child. In 1994, the maximum advance payment would be $1,223 in 1994, relative to a 
matimum ann"'" EtTC 0/$2,038for afamily with one child for ajamily with one child aad $],528 
for a family with two or more children, , 

An employee choosing to receive a portion o/the EITC in advance does so by filing aform W-5 with 
his or her emploj'er. The employer is not required to verifY employee's eligibility jor the credit. 
Employers may be penalized for failing 10 comply with an employee's ,request for an advanced 
payment. The employer calculates !he advanced EITC paymem 10 which an employee is entitled based 
on the employee ',f wages and filing status and odds the appropriate amoWU to (he employee's 
paycheck. The employer reduces its payment oj employment and income taxes to the IRS by the 
aggregate amount ofadvanced ElTe payments made during (he period and reports this amounl to the 
]RS anform 94]. 

At the ead of the year, the employer notifies both the ]RS and the employee ofthe actual amounts oj 
advanced credits paid (a the employee by filling in a 1wx on the form W~2. 'When filing their income 
tax return at the end of!he year, an employee is required to report advance P<lyments, ifany, of the 
EtTC. 

The proposal would promote use of advance payment option Of the Earned Income Tax Credit 
(AEtTC) I>y shifting the outreach aad administrative burdenfram employers to selected pul>lic 
agencies in those states which c!wose to exercise this option. For example, a States might choose to 
administer the AElTe through Food Stamp offices. Slates are 001 permitted to do this under current 
SIQJuJe. 

Rationale 

Few programs are as effective in reaching the eligibie popui.arion as the EITe. Despite the successes 
afthe current program, the delivery ojthe ElTC could be improved, particularly by eM_ing the 
probability that the ElTe will be daimed In advance throughout the year rather than as a year-end 
lump sum payment. In recem years. fewer than J percent ofEiTC cfaimams have received lhe credit 
through advance payments in their paychecks. The reasons for the low utilization rate are not folly 
known, tlwugh a recent GAO study found that many low-income taxpayers were unaware they coui.d 
claim the credit in advance. 

1here may be other barriers to participation in ,he advance paymem option. The GAO study also 
found that once informed, many workers stated thal they would prefer to receive the EITC in a lump
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swn paymeru. While some workers may simply prefer the forced savings aspect ofreceiving the crediJ 
in a lump sum, other's may fear their employer's reaction if they ask for a governnu:nt wage 
supplemem to be OtItJed to their paycheck. Others may be fearful ofowing the g<YVernntenl a farge 
sum ofnwney at the end Of the year because they received too large an amoulll in adWlJtce. 

It is believed that welfare recipieltJs. in particular, could benefitfrom receiving the credit at more 
regular intervals throughout tM year. By receiving the credit as they earn wages, workers would 
observe the direct link between Wf)rk effort (lJJ(/. the EITC. Public agencies that deal directly with 
welfare recipients art uniquely advantaged to ensure tlull the AEITC option is used frequently and 
approprilllely. They could explain to recipienls wIw are ahoUl to transitionjrom weI/are /0 work how 
1he AEITC ftl.ul increase their income stream, making wcrk a more rational option, 

Allowing stales tlie option to provide advance payments of the EITe through public agencies (e,g" the 
offices which also provide food stamp benefits) could dramatically increase use ofthe AEITC among 
the working AFDC and e.t-AFDC populations, A state could choose to target in/ormation about the 
EITC to welfare recipients or other iruiividuals likely to become welfare recipients but who are 
c"rre1l1Iy·outs~the workforce. Individuals wuld have the !"choice ofreceiving the credit from a 
neuYai rhird-parJy, wilhout frar of /WIlIYlos their employers oftheir eligibility for the EITC. 

/'	Morerwer;-~ou1d receive assistance in determining appropriaJe amount ofthe EJTC to claim in 
advance. States would also have the resources to verify eligibility for the credit better than 
employers, reducing lhe risk 0/erroneous payme1flS being made to ineligible persons. This option 
would also allow jor an evaluation ofalternative delivery systems. 

Legislative Specifications 

(a) 	 A State would have the option to propose to the Secretary of the Treasory a demonstration 
project pursuant to whkh advance payments of the EITe would be made to eligible residents 
through a·state agency. Such agencies may include public assistance offices (AFDC and/or 
Food Stamps), Employment Service Office.'>. State finance and revenue agencies, and so forth. 
A state may choose only one agency to provide the advance credit . 

• 
(b) 	 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 benefits. 

(c) 	 Where appropriate, States may include in their proposals coordination of advance payments of 
the BlTC and other federal b.rumts (such as food stamps) through electronic benefit 
technology. ; 

1 

(d) 	 State plans would be required to specify bow payment of the EiTC would be administered, 
States must indude a detailed explanation of how eligibility for the credit would be 
determined and verified. 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 BITe paid in advance. In addition, states would agree to 
provide the IRS with a listing by December 1st 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 to meet 
these reporting requirements would oot be allowed to continue participation ill the program. 
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(e) 	 States would be allowed (but not required) to provide on an advanced basis up to 15 percent 
of the maximum amount of the credit for which the taxpayer is eUgible. 

(t) 	 States would reduce payments of withholding taXes (for both income and payroH taxes) from 
their own employees by the amount of the advance payments made during the prior quarter. 

(g) 	 After the processing of inoome tax returns and matchlng of returns wjth information reports, 
the Secretary of the Treasury would be required to issue an annual report detailing the extent 
to which EITC claimants under State plans: (I) participated in the state plan; (2) filed a tax 
return; (3) reported accurately the amount of the advanced payments payable during the year 
by the state; and (4) repaid any overpayments of the advanced EITC within the proscribed 
time. The report would aJso contain an estimate of the amount of the excessive overpayments 
made by the state. Eltcessive overpayments would include advance payments not reported on 
the tax return and advance payment.... in excess of the BITe calculatoo on the basis of 
infonnation reported to the rRS and causing taxpayers to owe outstanding amounts to the IRS. 

(h) 	 The Secretary of Treasury and the Seeretary of Health and Human Services would jointly 
ensure that technical assistance is provided to States undertaking demonstration projects aimed 
at increasing partiCipation in the BffC and the ElTe advanced payment programs. Sufficient 
training and 3;dequate resources'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. 

. 
l 
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C. 	 EARNED INCOME DISIlliGARDS, 

Current Law 

Federal AF[)C law requires that ail income received by an AFDC recipient or applicant be counted 
against the AFDC grant except income that is explicitly excluded by definition or deduction. States 
are required by Federal law to disregard the following Income: (I) for the first four months of 
earnings. working rectpients are allowed a $~ work expense disregard. another $30 unspecified 
disregard, IJIfd one-third ofref1Wining earnings are also disregarded; (2) the one~thlrd disregard ends 
after four months; and (3) the wrspecified $30 disregard ends after 12 mOll/hs. 

In addition. a child care expense disregard of$175 per child per month ($200 if the child is under 2) 
is permitted to be calculated qfter other disregard provisions haW! been applied. Currently. $50 in 
child-support is fJ!lSset1 through to families with established awanls. States are now required to 
disregard the E11'C in determining eligibility for and benefits under the AFDC program. 

The provisions proposed uruier this component are designed to: (I) nu.:ke the treatment oj income 
simpler for both recipients and welfare officials l() understand; (2) maki: wark a more attractive, 
rational option/or tho$€ u.tw Wf)uJd continue to receive assistance; (3) remove the time sensitivity 0/ 
current rules (l.e,. eliminate provisions which change the rules governing the treatment of income 
depending on how long the person has worked); and (4) Improve the economic well·being oftlwse 
who need to combine 'WOrk and welfare! 

Legislative Specifications: , 
(a) 	 Require States to disregard a minimum of SI20 in earnings. indexed for inflation in rounded 

increments of $10. 

(b) 	 States will have the flexibility to establish their own disregard policies on income above this 
amount. Additiooally, States will have complete flexihility in establishing flil-the--gap policIes 
(i,e.• States will have the flexibility to determine which types of income should be considered 
in developing a fill~the-gap policy, such as child support payments, stipends. etc, in addition 
to earned income), ~ 

(e) 	 The AFDC SSO pass-through of child support payments will also be indexoo for inflation in 
rounded $10 increments, State.~ will have the flexibility to pass-through additional child 
support payments above this amount. 

Rationale 

The proposal allows jor grelller Slate flexibility,' Slate can derermine the appropriate income disregard 
and can determine which sources of income to disregard. The indexing ofthe minimum amount wili 
ensure ~ working recipients are afforded an adequate earned disregard in the folure. 
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IMPROVING GOVERNMENT ASSISTANCE 

A. 	 RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS 

The ratianaliza/ion and Simplification 61 assistance programs is something of the holy grail of welfare 
reJorm-always sought, never realized. 11le reasons are many: different goals ofdifferent programs, 
varied constituencies, Departmental differences, divergent Congressional commineejurisdiclions, and 
the inevitable creation a/winners and losersjrom changing the status quo:. Yet everyone agrees that 
recipiellls, administrators, and taxpayers dfe aJllosersjrom the current complexity. Below are 
several proposals/or reform. The proposals do not make substalllial changes in program structures. 
Rather, the proposals achieve simplification by streamlining administrative processes and by 
con/orming program rules between lhe AFDC and Food Stamp programs. The proposals modify 
existing rules that create unnecessary complexity and confusion jar program administrators and 
recipients.. j 

I. 	 FILING UNIT 

Under current law, the AFDC filing u';it must consist oj a needy deprived child, its natural or 
adoptive parent(s), and all natural and. adoptive brothers and sisters (including half brothers and 
sisters) who are living together. The u~it 's income and resources are used to determine eligibility and 
the amount ojpayment. A stepparent i~ treated the same as a natural or adoptive parent jor filing 
unit purposes in ,feven States (Nebraska. New Hampshire, Oregon, South Dakota. Utah. Vermont, 
and Washington). These States have hiws ojgeneral applicability which hold the stepparent 
responsiblejor the children to the same extent as a natural or adoptive parent. In all other States, 
the stepparent's needs are not included in the unit and his/her income, after certain disregards. are 
considered available to the unit memheb. 

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 in~ludillg other individua/(s) living in the home as an essential person(s). The essential 
person's income and resources are used to determine eligibility and amount ojpayment. 

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

I. 	 UP Provisions 

Current Law 

The Social Security Act at section 407(a) and 407(b) limits AFDC eligibility jor two-parentjamilies to 
those where the principal wage earner is unemployed, and has worked six oj the last J3 quarters. 
"Unemployed" is defined in regulations as working less than J()() hours in a month. 

I 
Legislative S[)ecifications I 

(a) 	 Allow States, at their option, tJ eliminate any of the special eligibility requirements for two
parent families (e.g., the loo-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 rule. 

I 
I 
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(b) 	 Remove the sunset provision that, allows for the termination of AFDC-UP in 1998 and make it 

a permanent program. 1, 
Ratiunale 

Some ofthe argumems jor removing the addi/iotuJi eligibilil)' requirements are thaJ eliminating them 
",-'Guid; 

• 	 remove the remaining vestiges oj the AFDC marriage penalty in which Single-parent families 
have easier access to benefits I~n married couples; 

• 	 improve horizomal equity by treating disadvanJaged children the same irrespective ofwhether 
they live with one or two pareNts; . 

I, 
• 	 encourage HlQrk. as the curTefli rule limiting labor market attachment would be incongruous in 

a new transitional weI/are prog'ram thar emphasizes work; 

I
• 	 eliminating lhese special rules Would also etzhance the Simplicity o/the system: and, 

• 	 finally, a number Of Slates ~ soughJ waivers In Ihis area. 
I 

2. 	 Essential Person Provision 

Current Law 

The Secial Security ,lei at section 402(0)(7) and lhe imp/emenling reguirUion rU 4' CFR 
233.20(a)(2)(vl) permit SIrUes, rU lhelr 0PI/on, Ii) include in lire AFDC granl betrejilsfor essem/al 
persons, Such individuals are liar eligible for AFDC in their own righI, but/heir needs are taken into 
aCCOUnl in determining the benejiJs payable to lhe AFDCfamily because they are ccmsidered essential 
(0 lhe wetl-helng ofan MDC retip/em In the family. 1Wemy-/WO SIOIes currently ine/nde the option 
as part oflheir r"peellve Slate plans. I 

Legislative Snecilicatioos I,. , 
(a) 	 Limit the kinds of individuals ~at a State may identify as essential to indIviduals providing at 

teast 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} Citre fur an incapacitated AFDe famiJ y member in the home; 

(J} child care that enables acaretaker relative to attend high school or GED classes on a 


full-time basis; I 
(4) 	 child care not to exceed two months that enables a caretaker relative to participate in 

employment search or another work program; and 
(5) 	 child care that enables ~ caretaker relative to receive training on a fulHime basis, ,, 

Rationale 	 i 

i 
The SociiJ1 Security Amendments of196,7provided a specific statutory base for an essential person 
policy, This policy has twO aspeCts. f1rst. SIt.Ues are permitted to specify those ir.dividuals 'Who can 
be considered essential: second. Stares must permit the AFDCfamily 10 have lhe jilUll decision as 10 
whether such indivtduals are in/act essellliai. Under this policy, Stales are not refluired /(J identify,
lhe benefits Qr services tiuu these essential persons must provide.

• 
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In 1989, this policy became~iOUJ' Based ill part on an OIG review ofcenain State practices 
(1TUJS( notably in New York) our redeeessor organization, the Family Support Administration. 
publishedflnol regulations leh limited State authority to de/ermine categories o/individuals who 
could be coruidered as essemial/o thejamily. These regulatiolfS precluded Slatesfrom covering 
individuals who did not provide an essential bent'fit or service 10 the family. (The permissible 
categories are the Jive shown in option 2 above.) However, in 1990 the district counfor the Eastern 
District ofPennsylvania in Vance y. Sullivan and lhe district court/or lhe Dislriel ofMoine in 
McKenney v. Sulljygn held thaJ these regulatory limitations conJIiCl with Seelion 402(a)(7)(A) ojthe 
Social Security Act. The courts interpreted this section as providing Slates with the authority to 
identify in their State plans the categories ofindividuals who may be recogniz.ed as essential persons. 
These judicial decisions were nol appealed. Consequently, the Department revoked the 1989 
regulations ond reinslated the prior policy. In order 10 curtail or limitlhe use of Ihe essential person 
policy, a statutory amendment to section 402(0)(7)(14) is necessary. 

2, 	 APPLICATION ISSUES 

Current Law 

The FfX.Id Stamp ACI requires the use oJ. simplijied, natwnuJjonn or an approved substitute 
containing specijk C(}r;telil requiremenis. including righls and responsibilities. A combined 
applicarion for public assistance houselwlds and geMrai assistance households is required. Under the 
AFDC program, States are free to design lhe oppiicalionform that will be used and to prescribe Iww 
to Mtifj applicants a/their rights and obligations, 

To provide opplicfJnts with one. simple. easy 10 read and undersland applicationformjor AFDC and 
food stamps, Expediled processing will be provided/orfamilies in emergency need situations. 
Eligibil/I)' will he determined within idellilcal t/me frames in hath programs Jar both expedited and 
normal applicattons. F!.exibUlty will be given to SlaJeJ for scheduling appointmelllS al/d verifying 
information. 

l.&gislative SPecifications 

(a) 	 The: Food Stamp statutory and regulatory provisions mandating specific content and placement 
of infol111ation on the Food Stamp application WQuid be relaxed. States would still be 
required to notify dients of their application rights and responsibilities. 

3, 	 0Pl10NAL RETROSPECTIVE BUDGETING 

Current Law 

For the AFDC program, lhe Social Security Act permits Stales to use retrospective budgeting only for 
the categories ojJam/lies required to IIWlllhly report. The Food Slamp ACI pennits States to 
retrospectively budgel cases thai are fWt required 10 monthly report. 

Legislatiye Specifications 

(a) 	 Amend dIe Social Security Act'at section 402(0)(13) to delete the clause "but ooly with 
respect to anyone or more categories of families required to report monthly to the State 
agency pursuant to paragraph (14).", This technical amendment will make retrospective 
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budgeting optional for States without regard to whether families are required to monthly 
report. 

Rationale 

Allowing States /0 use retrospective budgeting without requiring cases to monthly report will Joster 
consistency between the AFDC and Food Stamp programs, and will give States greater flexibility to 
administer their programs. 

4. 	 ADMINISI'RATIVE COST STRUcruRING FOR CERTAIN SOCIAL SERVICES 

Current Law 

Section 402(a)(15) of the Social Security Act provides/or the development of a program/or preventing 
or reducing the incidence oj 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 arrangemenrs with others) to all individuals voluntarily requesting such services. 
Services will be mlunrary and shall not prerequisite to eligibility. This is 10 be provided to each 
appropriale relalive and dependent child receiving aid and for each appropriate individual (living in 
the same home a.r a relalive and child receiving aid) whose needs are taken into account in making 
the eligibility detenninalion. 

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

, 

Legislative Soecifications 

(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. RESOURC FS 

(A) 	 General 

Current Law 

The Social Security Act and implementing regulations set a $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 value of $1 ,500 (or a lower limit at State option); bonafide 
funeral agreements with a maximum equity 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 State option) which the family is making a good faith ejjon to 
sell. Under cenain conditions, States,nay establish rules regarding transfer ofresources 
in order to obtain or retain eligibility. 

The Food Stamp Act and implementing regulations set a $2,000 limit (or $3,OOOfor a household with 
a member age 60 or over) on the value·ofresources a household may have and participate in the 
program. The Act does not specify how the value of resources is 10 be determined, but provides for 
unifonn national eligibility standards for income and resources. State agencies are prohibitedfrom 
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Imposing any other standards ofeligibility. Houselwlds in which Cfl!!1 member receives AfDC, SSI, 
or general assn/ance from certain programs do not have to pass the food stamp resource eligibility 
lest. Regulations exclude from resources the value ojone burial plot per family member and the cash 
value 0/ life insurance policies. Also excluded is real property which the household is making a good 
faith effort to sell at a reasonable price and which has not been sold. There is no specific exclusion 
for burial plans (funeral agreements). :Any amount that am be wiIJufrawnJrom afoneraJ contract 
without an obligation to repay is count.ed as a resource, 

Food Stamp law prohibits the transfer'oj resources wiJhin the 3-monIh period prior to application. A 
household tluu knawingly transfers resources for the purposes ofqua/ifjing or attempting to qualifY 
forfood stamps shall be ineligible to participate in the program/or a period a/up 10 one year from 
the date ofdiscovery ofthe transfer. i 

Both the AFDC and FOQd Stamps programs serve similar needy populations. Yet, because the rules 
jor treatment ojboth the amowus and 'categories oj resources are different in each program, 
resources thai meet one program. IS requiremem can resulf in ineligibility under the other. 
Both programs have substantially dUferent rules for evaluiuing the resources ojthat needy group, 
jorcing weI/are administrators to apply different program rules to the same resources in the same 
family_ The following legislative proposal would reduce the current administrative complexity and 
confusion for welfare administrators aJUi recipients by providing Ulliform treatment ofassets where 
appropriate. : 

LegislatjYI} S.Q~ifi@tiQns 

Require the Secretaries in both Departinents to develop unifonn resource exclusion policies in the 
following areas: 

(a) 	 Resource Limits: 

Increase the AFDC resouroo li~it to $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 automobile. 

(c) 	 ResQuree Exclusions: 

(i) 	 Real Pri>D<l1Y: Propose legislation to amend the Social Security Act 10 exclude real 
property which the AFpC family is making a good faith effort to sell at a reasonable 
price and which has not been sold, 10 conform to the Food Stamp policy., 

(H) 	 Cash Surnnder Value Of Life Insurance Policies: Propose legislation to amend the 
Social Security Act to totally exclude the cash surrender value of life insurance 
policies under the AFDC program to conform to the Food Stamp policy. 

(Hi) 	 Transfer of Resources:~ Propose legislation to provide that a househo'd that 
knowingly transfers r~ources for the purposes of qualifying or attempting to qualify 
for AFDC shall be ineligible for benefits for a period of up to one year from the date 
of discovery of the transfer. This proposal conforms to the Food Stamp pOticy. 
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Rationale 

The adminIstrative complexity that exists in applying certain resource requirements in the AFDC and 
Food Stamp programs will he greOJ/y reduced UJtder the pro/JOse,l. ciumges. Welfare admlnlSIrOJors 
will be able to apply the same rules to the same resources for-the same family_ These conforming 
changes achieve simplification by streamlining the administrative processes in both programs. 

(8) Asset Atcumulution .. Individual Development Acrounts 

Current Law 

The Social Security Act and impJememing regula/ions set a $J .000 limil (Qr a lower limit at Slate 
option) on 1M equity value o/resources liuU afamily may have and be eligibleJor AFDe. with only 
limited exclusions. 

The Food Stamp Act and lmpiemel11ing regultlEions set a $2,()()() limit (or $3,()()() for a household with 
a member age 6{) or over) on the value ofresources a household may have and 
partiCipate in the Program. Section 11925 ofPub. L. /03-66 of the Omnibus Bndget Reconciliation 
Act provides that the Secrelary ofAgriculture shall conduct, far a period not to exceed 4 years, 
projects to fest allowing not more lfuln I lim households narionwide ro accumulate up to $10.000 
each in egIulied resources. These assets are for later expenditures for a pwpose directly related to 
improving the education, training or employablllJy (including self-employmelll) ofhousehold members. 
for rhe purchase ofa home/or the household. for a clumge in the household's residence, or for 
making major repairs to the houselwld,'s /wme, 

Welfare reform .fhould include stfaJegies to test the lWtion that one way out ofwelfare for some people 
is through empowering them to stan their own businesses and encouraging them f() save their 
earnings to pfl.i1d for the future, During the campaign. lhe PresidellJ endorsed Ihe idea 0/helping 
welfare recipients help themselves by proposing to increase the number oj microenterprises and 
establish Individual Development Accounts (lDAs). These legis/alive proposals would promote selj
sufficiency by encouraging recipients to accumulate savings, assets and start their own businesses. 

An IDA is an optional earnings-bearing, tax-benefitted trust account in the name ofone person. An 
IDA would be held in Q licensed. federally-insured financial institution, Withdrawals can be made 
from the OCCOunJ only for designated pldposes. For example. wlthdrawols could be made for a first 
home purchase. post-secondary educaJion (collegellong-term training). or business development 
(microenterprises). There would be penalties for non-<iesignated use oflhe account. Participant 
ellglblllJy would he determined by the StOJe agency using brand Federal guidelines. 

The Department of Treasury will amend the tax laws to allow for Ihe development of IDAs up to 
$10,()()(): subsidized IDAs will be established on a demonstration basis: unsubsldlzud IDAS will also be 
permitted for qualified individuals nor inWJIved in a demonstration. CurrellJ recipients (and applicants 
who -wer~ fonner recipienls with established IDAs) lor beth the AFDC and Food Stamp programs can 
establish IDAs and haW! their savings ~nd interest excluded. 

27 




, 

Legislative Sp~ificatiQns 

I. 	 National Unsubsjdized IDA Program 

(a) 	 Allow IDAs to be established by Federal1y insured financial institutions to be used exclusively 
to pay for pos:t~secondary education expenses, first-home purchases, or business capitalization 
where there is a qualified plan. 

(i} 	 Annual -contributions shall not exceed the lessor of $2.000 or 100% of earned income 
with a total account limit of $10.000. 

(ii) 	 If the accounts are established while a family is on AFDC or Food Stamps. the IDA 
account balance will not count against a family's resource limits. Families who leave 
the rolls after opening an account can continue the account. If the family re~applies 
for AFDC Qf Food Stamps at a Jater date. their IDA savings and interest are 
excluded. 

(iii) 	 J·unds in an IDA acco~nt 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-<iesignated withdrawal from an unsuhsldlzed IDA will be 10 
I)ercent of the amount withdrawn. 

2. 	 Subsidized IndMdual Develonment ACCQUnt aDA) Demonstration 

(a) 	 Amend the tax laws to allow community development financial institutions to receive grants to 
operate :i-year IDA demonstration projects. Project grant'; will be ltwarded by the 
Community Development B~ and Financial Institutions Fund on a' competitive basis and 
must be renewed annualJy, 

(0 	 $500 in Initial rmancial assistance will be provided to project participants who 
establish IDAs. In addition, participant contributions may be subsidized in amounts 
ranging from $,50 to $4 for each S I deposited, uot to exceed $2,500. Total 
individuaJ IDA 3Jt){)unts may not exceed $JO,OO(), 

(ii) 	 EligibJe participants are households with: at least one member eligible for EYre. an 
adjusted gross income not in excess of $t8,OOO, and a net worth not in excess of 
$2Q,OOO. 

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

. 
(Iv) 	 Grantees must submit annual reports on the progreSs of their project. 

(v) 	 The Fund wilt contract for an independent evaluation of individual demonstration 
projects describing project features, assessing 'eveJs of self-sufficiency and benefit 
reduction achieved, levels of assets accumulated. and their effects. 

(vi) 	 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 eontribution. 
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3. 	 Self-Emo!QymentlMiccoeotervrise Demonstration 

(a) 	 Through a memorandum of undemanding. HHS and SBA will jOintly develop and administer 
a minimum 5~year, self--employmentlrnicroenterprise demonstration program. Consultation 
with Agriculture, HUn and Labor is also required. Participants must be persons with incomes 
below 130 percent of poveny OT persons participating in JOBS. WORK or AFDC-<>nly, with 
the percentage of welfare recipients to be established by the agencies. Local intermediaries 
(organizations or consonium of organizations) will apply to enter into agreement... to 
demonstrate the program, 

(i) 	 HHS and SBA, in consultation with public and private organizations, will identify 
promising program models currently used to provide self-employment and related 
~ervices to low~income individuals and design a demonstration to evaluate. using a 
randomized experimenraJ design. at least two types of models with contrasting levels 
of technical assistance .. The agencies may fund up to five other projects with designs 
that do not lend themselves to a randomized experiment. 

(il) 	 HHS and SBA may pr~vide technical assistance. loan guarantees and loans to 
imermediaries. 

(iii) 	 In selecting imennediaries. SBA and HHS will take into consideration the applicant's 
record of success. program design, capacity and other criteria. 

(IV) 	 Intermediaries must haVe contracts with the JocaJ JOBS agency such that JOBS and 
WORK program funds will be used to provide supportive services including training 
and technical assistance,

• 
(v) 	 Preliminary and final effectiveness evaluation report'! together with recommendations 

must be submitted to the President and Congress. A repon On barriers is also 
required. The evaluation study shall take into consideration increase in self
sufficiency, reduced cOsts of public suppon. number of businesses and jobs created, 
costweffectiveness. and program effectiveness. Early and regular feedback to the 
participating intermediaries is also specified, , 

4. 	 Other Lpgislatiye Changes 

(a) 	 The Social Security Act and the Food Stamp Act will be amended, as appropriate, to oomport 
with the changes in the tax laws, In addition, amendment,> will be drafted to include the 
following provisions: 

(i) 	 Lump sum inrome: NQn~recurring Jump sum income will not be counted for resource 
Ilurposes in the month of receipt or the following month if put in an IDA. 

(ti) 	 The total exclusion for an AFDC assis.tance unit or Food Stamp household is $10,000. 

Rationale 

IDAf and other sel-asides provide welfare recipierns the opportunity 10 be emrepreneurs in the private 
sector and accwnulale savings jor speCific purposes. This approach promotes self-sufficiency by 
empowering them to start their own businesses and encouraging them EO save money Jhey earn to 
build/or their fulure. 
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(C) Microenterprise (Stlr.EmploYment) 

Current Law 

Under Federal AFDC policy. excepl for real propeny. Slates may disregard for AFDC purposes 
income-producing propeny (as defined by Ihe State) ofself-employed indiyiduals. Slates may also 
disregard income-producing property owned by a recipient Mw is not currenJly employed, but who the 
Slate reasonalJly expeCfS fa relurn fa work. Federal regulal/ollS al45 CFR 233.30(a)(3)(xxi) require 
that Sidles disregard. for AFDC purposes. bonafide loans from any source jar any purpose that meet 
the criteria set out In the State P/C11l. 

Section 5(g)(2) of the Food Stamp ACI and Implemellling regulatiollS at 7 CFR 273.8(e)(4). (5). (6), 
(9). (15) and (/6) exclude ·propeny which annually produces income conslslent wllh lIS fair market 
value: propeny which is "selllial fa lhe se/f..mploymelll ofa household member: Inslallment cootracts 
for the sale 0/lands and buildings. if the COn/ract ... is producing income consistent wilh fait m.arket 
value: resources" oj.. self--employed persons, which has been prorated as income; If non-liquid assets 
with liens re£ultingjrom business loans; and real or personal properry that is needed for maintenance 
ofcertain vehicles. 

Legislative Specifications 

(a) 	 Amend the Social Security and Food Stamp Acts to give the respective Secretaries the 
authority to specify in regulations exclusions necessary for self~ploytnent. Require that ' 
these regulations be prepared 'jointly and demonstrate ronsjste~cy between the two programs, 

(b) 	 Amend the Food Stamp Act «, exclude business loans from resources, 

Rationale 

CUrrent AFDC paJicy docs net pennit fonds necessary for the operation oj a microcnterprise to be 
excluded separatelyfrom the general,$llXXJ resource limit, This restriction discourages recipients 
from establishing smail businesses. l!Y expanding the microenterprise resource exclusions, 
microelUerprisc owners will be able to set aside sujfideru liquid resources to operate the business. 

6. 	 INCOME ISSUI!S 

Federal laws 01' rules frequently disregard a part or the to/al income 0/applicants and recipients in 
deTermining eligibility and benefits for assistance programs. Often, the same income is treated 
differently in the AFDC and Food Stamp programs. Such differences are incomprehensible to 
recipients and dijficult to administer. , 
Our goal is to adopt uniform equilable income disregard policies for the AFDC and Food Stamp 
programs which are easy 10 understand. simple to adminisler and prorrwle work and educaJioR. 
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I. 	 Treatment of Lump Sum Income 

Current Law 

Under Section 402(a)(17) ofthe Social Security Act, non·recurring lump sum income is considered to 
be available to meet an AFDCfami/y's current andfuture needs. If the assistance unit's countable 
income, because of receipt of lwnp sum income, exceeds the applicable State need standard, the unit 
is ineligible for a period detennined bY dividing the /Otal 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, ifnot spent in the month received, are treated as resources. 

Legislative Specifications 

For applicants and recipients: 

(a) 	 Amend section 402(a)(l7) of the Social Security Act (SSA) to exclude non·recurring lump 
sum payments from income. 

(b) 	 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. 

Rationale 

Lump sum paymf!nts 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 fuJure living expenses rather than to cover debts and other costs. 

2. 	 Treatment of Educational Assistance 

Current Law 

Several laws address the treatment ofeducational assistance for AFDC. Any educational assistance 
provided under programs in title IV ofthe 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 earl D. Perkins Vocational and Applied Technology Education Act (P.L. 101·392, 
sec. 507(a). Under AFDC rules, the State must disregard educational/oans 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 
behalfof the household for living expenses, food, or clothing to the extent that the funds exceed the 
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costs oftuition and 1!U1ndlJJoryfees are roamed as income. (7 CFR 273.9(c)(J}(v); 273(c)(3); 
273«)(4): 273.9(c)(5)0)(D): and .m:9((c)(JO)(xl). 

Legislatiye Specifications 

<a) Amend the Social Security Act and Food Stamp Act to totally disregard all educational 
assistance received by applicants and recipients, 

3. Em:giO&S of Students 

. 
For a dependent child rereMac AFDC. the earned income qfa full-time or parHime student (not 
employed jidJ-t;me) attending tl school, coJiege, or university, or a course of vncational or technical 
training designed to jit him for gainjid employment is disfllgorded (402(a)(8)(A) Ofthe Social Security 
Act). At Stale option, lhe eurned i"come ofa dflP'lIIknI chiid IIIIJIiyinKfor AFDC may aiso generally 
be disregardell. ~ earnings a/minor parems anelUiing school are not excluded,

• 
Effective September, ]994. the Food Stomp program will exclude the earnings ofelememary or high 
st:lwol stude"" age 2i and ander (FSA 5(d)(5); 7 CFR 273.9(c)(7). 

l&ej~iative SnecificatiQps 

<aJ 	 Amend the Social Security aod Food Stamp Acts to conform Food Stamps to AFDC policy 
and limit the disregards to elementary and secondary students up to age 19. 

4. 	 Irregular Income 

~urreol Law 

No statutory provtstons address irregular income for AFDC, Rules permit States to disregard small, 
nonrecurring gifts nOllO exceed $30 per individual per quaner (.I33.20(a)(3)(iv)(F). 

The Fand Stamp Act (Sec. 5(d)(.I)) requires the exclusion ofincame of$30 or less in 0 quoner per 
household received too infrtquetuly or irregularly to be anticipated. The exclusion does 110t apply 
under retrospective budgelmg. 

Legjslative Soecificatiops 

(a) 	 Amend the Food Stamp Ai.:t to conform to AFDC ruJes to ex.clude inconsequential income not 
in excess $30 per individual per quarter. 

S. 	 Treatment of ITPA Income 

Current Law 

For AFDC, lhe income ofa dependent child which is derivedfrom participation in 11 JTPA program 
may be disregarded. Earned income may be disregard for a period up 10 six months per calendar 
year. Unearned income may he 'disregarded indejinitely (section 402(a)(B)(A)(v) of the SSA). 
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Under Food Stamps, training aJlawancesfrom vocational and rehabilitation programs and JTPA 
earnings are excluded. except incomefrom an-lhe-job training programs under seeticn 204(5) oftitle 
ll. All OJT Income ofindividuals under age 19 and under parental control is excluded. (7 CPR 
273.9{b)((I)(W) aud M; 273.9(c)(lO(v) 

Legisla{ivk..Specifications 

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

(b) 	 Eliminate targeted earned inco~e disregards so that the earned income from any on..me--job 
training programs or from a job will be counted after the general earned income disregards 
are deducted, 

6. Supplemental Payment:! 

Current Law 

Section 4D2(a)(28) ofthe Social Security Act requires those States thaI deduct iflcome from the need 
rGlher than the pllYltlent standard (fiU-the-gap) now and in July of 197510 provide a suppleltlental 
payment to families who have less disposable income because child support is paid to the chUd 
support agency insteud ofdirectly to the famUy_ 

Food Stamps - No such provisicn exists In the Food Stamp program. 

l&gi!liliV~ SpeoificllljQns 

(a) 	 Amend the Social Security Act to remove this provision. 

7. Treatment of In-kind Income 

Current Law 

AFDC rules require earned Inwkind income to be counted. As a matter ojpolicy. States may disregard 
any unearned in-kind income. If the State elects to count unearned in~kind income. the amount 
counted is limited to the value of the ilem in lhe Slate's need standard. 

Under Food Stamps.ln-kind benefits such asfood. clothing. housing. produce are excluded. (FSA 
5(d)(1); 7 CPR 273.9«)(111 I 

Legislatin Specifications 

(a) 	 Amend the Social Security Act'to require States to disregard both earned and unearned in-kind 
income. 

8. Treatment of Natjonal and Community Service Act Benefits 

Current Law 

No statutory provision excludes. for purposes oflhe AFDC program, allowances. stipends and 
educational awards received by participants in a National Service program established uruler the 
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National and Community Service Act of 1990, as amended by (he Nmi01W/ and CommWlity Service 
Trust Act of 1993. 

The Food Stamp program wUl extludefrom income Nalwna/ Service program benefits. The NatiOlWl 
and CommWlity liervice Act, as amended, specifies that (he exc/IISien in sectien 142(b) of the Job 
Training Partnership Act (JTPA) applies to Naiionai Service program benefits. Section 142(b) ofthe 
JTPA provides that payments willnct be considered as income for purposes 0/ income transjer and in
kind aidfumished under any Federal orfederally assisted program based on need, other than Social 
Security Act programs. 

Legislative Specifications 

(n) 	 Amend section 402(a)(8)(A) of the Social Security Act to 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. as 
amended by the National and Community Service Trust Al:t of 1993. 

7, 	 UNDERPA YMEN'fS 

Cyrrent Law and Policy 

Section 4fJ2(a)(22) oftIu! Social Security Act requires Stale agencies to promptly take all necessary 
steps 10 corm1 any underpaymenJ. Regulmions m 45 CFR 233.20(a)(lJ) limit the issuance af 
underpayments (both agency and client caused) to currem recipients aruJ former recipiems who would 
be currently eligible if the error causing the uruJerpaymenJ had not occurred, As a result oj litigation, 
program policy also pemtlts States to issue underpayments to /omter recipients who would no longer 
be currently eligible, The amount of the underpayment is 1W1limited by the number ofeligible months 
covered. ' 

Section 11(e)(ll) ofthe Food StamP Act provides thot benefils are to he restored to a Musehold 
requesting them if the benefits have been "wrongfully denied or terminated,'" 'The period for which 
benefits are restored is limited to one year prior to the date the StOte agency either receives a request 
for restorationjrom the household or otherwise learns that a [ass to the household occurred, The 
Food Stamp rule (7 erR 273.17) a/so prohibits the State agency from restoring benefits for a period 
longer than 12 months. Jhe rule requires that benefits be restored even if the household is currently 
ineligible, 

, 
To provide dienJs wUh a rational and consistenJ policy in the processing ofunderpayments. 

Legislative Specifications 

(a) 	 Amend section 402(a){22) of the Social Security Act to 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. 
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Rationale 
, 

Since clients afC responsible/or reponing changes in circumstances that affect eligibility and benefits. 
a 12·momh 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. 
However, because the proposal represents a contraction ofAFDC program policy (i.e., the J 
prohibition on underpayments due to ci;ienl e~ror) client ad~cacy groups are likely 10 object. ~ 

8. 	 TERRITORIES . 

Welfare Refonn Working Group staffHave met with representatives from Puerto Rico and the other 
territories to discuss recommendations relative to the opera/ion and funding of the territorial welfare 
programs. These representatives, including stafffrom the territorial Congressional delegation, 
recommended tlull we (1) eliminate thejunding cap, and (2) extend SSI 10 the territories. In addition, 
the representative from American Samoa believes that the territory should be permitted to operate an 
Aid to the Aged, Blind, and Disabled (MBD) program and receive appropriatejunding. The 
representatives also asked thatfundingfor JOBS, child care, and the application oj the time limit be 
addressed. For example, Pueno Rico !s concerned that the two year time will be difficUlt to enjorce 
in an economy with 18 percent unemployment. 

Current Law ,• 
Section 	1108 ojthe Social Security Act permits the territories (i.e., Guam, Pueno Rico, and the 
Virgin Islands) to operate the MBD alJii AFDC programs; American Samoa is only authorized to 
operate an AFDC program. Funding jor Child Care and Transitional Child Care is provided jor 
under the JOBS limit ojentitlement. If the territory elects to operate these programs. it must also 
have a title /V-E or Foster Care progr':l/1l. The territory must adhere to the same eligibility and 
payment requirements as the States. The Federal government matches 75 percent oj costs; however, 
fundingjor the territories is capped. The caps are $82 millionjor Puerto Rico. $3.8 millionjor 
Guam, 	and $2.8 millionjor the Virgin Islands. Between 1979 and the present. the caps were 
increased once, by roughly J3 percent. 

To create realistic funding levels jar the territories that are reflective ojthe current economy and 
caseload. A mechanism that will provide occasional adjustments infonding levels will be developed 
to replace the current burdensome method ojpetitioning Congress jar adjustments. 

Legislative Soecifications 
, 

(a) 	 Continue to require the territo~ies to operate the AABD, AFDC (including JOBS supportive 
services) and Foster Care programs. Amend section t t08 of the Social Security Act to 
increase the caps by an additi~nal_ percent and create a mechanism for indexing. 

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

Rationale 

The number ojpublic assistance programs funded under the current caps. coupled with only one 
adjustmenlto these caps in /5 years, has seriously limited the territories' abilities to provide, let 
alone increase benefits. Benefit payments above the cap are financed /00 percent by the territories, 
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, 
resulting in situations such as Guam's Where the Federal share is roughly 40 percent. Puerto Rico 
reports /hot, since 1987. IIFDe caseloluis have nearly doubled frv", 98,000 units to 183,000 units. 
Further. beginning October. 19':}4, Puerto Rico will be required 10 extend eligibility to two-parent 
families. Puerto Rico estimates that an additional 4D,(}()() families will be eligible/or AFDC due 10 
this provision. ([match rates were determined by formula, as they are in the States, llu? territories 
-would be eligible for higher match rates. Increasing the caps and providing a mechanism for effieiem 
adjUStments to those caps will not only :conrinue to give territories the authority to operate public 
assistance programs but adequate means to do so as well (See Appendix A, Fact Sheet On The 
Territories). 	 • 

9. 	 DECLARATION OF CITIZENSHIP AND ALIENAGE 

Current Law 

Section JJ J7(d) qf the Act requires, as:a condition ofeligibility for assistance, a declaration in 
writing by the i11filvidual (or. in the case ofan individual who is a child. b)' another on his/her behaljJ 
under penalty ofperjury. staling whether or not the individual is a citizen or nlJtional 0/ the United 
States. and. ifsuth individual is not a citizen or national ()f the United States, whether he/she is in a 
satisfactory immil:rolwn status. ; . 

I 

To bring the AFDC program into alJgt0zent with Food Stomps !Jy allowing one adult member ofan 
applicant assistance unit to slgll the deClaration ofcitizenship or alien status for all members of the . 	 ' unu. 

Legislatiye SpeciHcmiQns 

, • 
<al 	 Amend the Social Security Act by revising section 1131(d)(I)(A) as follows: 

(l)(A) 	The State shaH require.,llS a condition of an individual's eligibility for benefits under 
any program listed in s¥bsection (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 behaJO. 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, 

RatiQnale 

The current requirement is administratiyely burdensome as it requires each adult in the AFDC unit to 
sign a separate declaration. This prop¢sal will allow the adult payee or principal earner in an 
assistance unit to declare on behalfofhis/her spouse and children. thereby simplifying the application 
and redetennillation process, This proposal would also provide consistency wiIh Food Stamps., 

I 
10. 	 RECOVERY OF OVERPAVl\fENTS THROUGH FEDERAL TAX INTERCEPT 

,I Current Law 
, 

Section 402(0)(22) of the Social Security Act requires, as a condition for aid and services to needy 
families with children. a State plan which must provide that a State agency will promptly take all 
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necessary steps to correcl any overpayment to any individual who is no longer receiving aid under the 
plan. Recovery shall be made by appropriate action under State law against the income or resources 
of the i/ldividuol or the family. 

To allow State agencies to recover AFDC program overpayments through the use ofa tax intercept 
program in coordination with the IRS. A 50% match rale 10 cover administrative costs will be 
provided. 

(a) 	 Amend section 402(a)(22)(b) of the Socii! Security Act to permit State agencies to coordinate 
with the IRS to intercept Federallnoome Tax Rerums for the collection of outstanding AFDC 
overpayments, provided they pursue other means of collection under State law prior to using 
the Federal tax intercept program. The tax intercept recovery method would only be ustxi to 
recover overpayments made to individuals who are no longer receiving aid under the plan, 

(b) 	 The administrative costs would have a 50% Federal match rate for State contributions. 

Rationale 

Currently Slates have the authority to intercepl Stale lax refontis but are unable 10 do so if the 
overpaid individual moves to- another State. A Federal system would allow Stales to colJect from 
individuals, regardless of their Stale of residence. FNS has been running an IRS tax i1l1ercept 
program as a demonstralion projeCt since 1992. The program has proved to be very effective in 
collecting outstanding overpayments. so much so thai FNS has expanded the demonstration every year 
to include more States. A 50~ 11W1cn for administrative cosls suppcrts the Administration's 
philosophy thet tire administration ofthe AFDe program should be on equol FederoilState 
partnership. 
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B. 	 REGULATORY REVISIONS 
___--..7 

The eifort. compromis aiut time invol~ in making statutory revisions and amendments make the 
identification rifonns that can be implemented with compar01ive ease through regu/mory 
amendment and revisiott a must. 'Ihe following proposals. while few in number, will provide for more 
timely reforms and allow States 10 at least begin to simplify oml streamline assistance programs while 
the broader reforms are addressed by Congress. 

1. 	 MICROENTERPRISE EXPENSES (SELF-EMPLOVMEN'I) 

Current Requirements 

In the AFDC prog""". the rules (45 CFR 233.20(a)(6)(v)(8)) provide thar profit from se!f..emp!oyment 
(e,g.• microenlerprises) is derived from subtracting bw;iness expenses from gross receilJ/S. All the 
earned income disregards (Section 402(aj(8)) afe applied to lhe profit the same as income from 
wages. Allowable business expenses are those directly related to producing goods or services. 
However, the following expenses afe not allowed: depreciation. purchases of capital equipment, 
paymenJs on the principal ofloans for capilal assets or durable g(}()(}s, personal lnmsponation. and 
personal business or entertainment expenses, A: Stale may designate an objective flat amount or 
percentage for sd/-employmem business expenses. but must allow higher actual costs. 

The Food Stamp program excludes from income the cost ofproducing selj-employnumt income. The 
rules (273. II (a}(4)(i)) list the following e.<amp/es "f rhe speCific fXJsts thet slwu/d be excluded: the 
idenlifiable costs oflabor, stock. raw maten'd/, seed and /ertiliur, interest paid to purchase income
producing property, insurance premiums. and taxes paid on income-producing property. The 
following expenses are not exduded as costs ofdoing business: payments on the principal 0/ the 
purchase price qf income-producing real estate and capital assets. equipment. machinery, and other 
durable goods; net lossesfrom previous periods: and deprecitIJion. In addition. Federal. State, and 
local income taxes, retirement nwnies, and mher woli: related personal €$.penses (such ()S 

transportation to andfrom work) are 1Wf allowed because these expenses are accounted/or by the 20 
percenJ earned income deduction in Section 273.9(d)(2). 

Reirntarory Specifications 

(a) 	 Change the Food Stamp and 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 to 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 inoorne, such as the identifiable costs 
of Jabor, stock. raw material, interest paid to purchase income producing propeny, insurance 
premiums. and taxes paid on income prodUCing property, 

Rationale 

A compatible AFDCIFood Stamp exclusion/or business expenses, Including a deduction for 
depreciation or actual the actual expenses o/necessary dSSetS, Wf)tlld result in greaJer effectiveness. 
clarity and efficiency in the administration ojboth programs. The change would encourage self
emplQymefll, sel/-sufficiency and recognize the Jegitimale cvst ofdoing business, AUowing the 
eligibility worker to recognize business deductiomJ as claims hy the individual for income taX pU1'fXlses 
would simplifY such calcuJatwns. 
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2. 	 BOARDER INCOME 

Current Requirements 
. 

Under the AFDC program. neilher thi slorute or rules address allowable costs ofbusiness income 
received from boorders. Under program policy. a Stafe mtly designate a fiat amount or percentage 
for self-employment business expenses. However, the State must allow higher documented costs. 

1ht! Food Stamp Act is also silem on specijic procedures for determining the income oj households 
with se/f-employmem incomefrom boarders, However. the House Report which accompanied the 
Food Stamp Aa of1977 (H.R. 95-464. page 38) indicares Congressionai intent (hal Ihe COsf ofdoing 
business for bONder income be calculated jor purposes oj administrative ease, at a fIXed Tale or 1M 
value of a monthly coupon allotment for a one~person household"for each boarder. The report also 
indicates CongressiolUli intent that actual costs be allowed, but the cost exclusions from income 
cannot exceed the income received. 

Section 273.11(b)(J) ofthe Food Stamp rules provides procedures/or caicuiatihg the income received 
from boarders based on the legis/alive history contained in 1he Food SlGmp Act. Income from 
boarders includes all direct payments to the iwusehoid lor room and meals. Including contributions to 
the Iwusehold's shelter expenses. The COJl ofdOing business is either (1) the ma:dmum allotment 
amount for lJ household size that is equallo the number o[boarders or (2) lhe actual documented cost 
0/providing room and meals, if tlwt cost exceeds the maximum allotment (l!1U)llnt, Ifactual costs are 
llSed, only separate and identifiable costs ofproviding room and meals to hoarders can be excluded. 
1he excluded costs cannot exceed the amount ofincome received. 

Regulatory Snecifications , 

(a) 	 Modify AFDC and Food Stamp rules to permit States the uption to allow a flat rate. a 
percentage, or either the maximum allotment for a household 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 same procedure would be adopted for each program. 

Rational!;" 

A unifonn AFDClFood Stamp policj in calculating boarder income 'WOuld resull in greater 
effectiveness and efficiency in the administration ofboth programs. 

3. 	 REPORTING AND BUDGETING 

One of lhe major complaints abolJ1/he differences he/Ween lhe AFDC and Food Stamp programs Is 
that lhe programs use different periods to determine benefits for 'the current month and require too 
much reporting ojchanges in circumstances. In a transitional program where more recipients may 
have fluctuating income. the reponing burdens em recipients. the fluctuations in benefit amounts, and 
the constant need for case worker reca/culations ofbenefits W{}uld impose complexity on 01/ panies 
involved. 
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Current Requirement:: 

(A) Monthly Reporting and Budgeting Requi_ts 

Both AFDC and Food Stamps permit States to adopt monthly repnrting requirements and to use either 
retrospective or prospective budgeting to determine the benefit amounts for some or all cases, Yet 
there are some differences In application. For exomple. the FiXJd Stamp Act permits retrospective 
budgeting ofnOTHtUmlhly reporting cases. while the Social Security Act does nOl. 

Under a mont!Jly remm;nz and relfasMtiw: budwinr &tHem, families report income and other case 
circumstances every mamh. whether or !Wt a change affecting eligibility and paymem amoums has 
occurrtd since the previous month. This in/ormation, as well as any supplemefllary report oj a 
change in circumstances. is used to determine continued eligibIlity and 10 determine the amount of 
assistance based on a prior month's income. 

Under a proSPective budgeting system, eligibility and benefit amounts are based 011 a projection Of 

income and circumstances that will 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 to be made. 
The AFDC rules arc nor contained in sralUte and provide States more flexibility in making the 
estimate. 

(8) Meetive I>"te or Reported Change< 

Both programs require families to report cluJnges in circumstances. In Afne. States must establish 
procedures for timely aruI accurate reporting ojdwnges tluu ajfect eligibility and amount oj 
assistance.. Any change is effective in the monfh it occurred. Food Stamp rules allow for a tolerance 
In which a change ofless than $25 per flWmh does IUJ( have to be reported and the rules governing 
the effectiw dOJIt 0/OJ1y dwnge give the rccipienl and agency time to report and act upon the change. 

(C) Earned Income Penalties for Failure to Report 

Both programs impose camcd income deduction penalties when recipients fail to report timely. Under 
the AFDC program (he penalty Is applied whenever a reciplen( falls to timely report wliholJJ good 
cause. In the F(J()(J Stamp program, the penalty is applied to any portion of income the recipient 
Willfully failed 10 rtfUJrt. In AFDC the penalty applies (0 the $90 work expense disregard, (he child 
care disregard and the $30 and il3 earned income disregard provisions. Under the Food Stamp 
progr(JJn, the penalry is applied lJy not disregarding the 20 percent earned income deducttort to any 
ponion oj the income that the recipient wiljUlfy failed to report. 

(D) Recertification Period 

In the Food Stamp program, recertification ofeLIgibility is mandatory and must occur every one to 
twelve months (depending on the cIu.lracteristics 0/ the household) under specific procedural Tides. in 
AFDC, re-deter~ination ojeligibility must occur every six to 12 months according to State established 
procedures. Unlike AFDC, j()()(} stamp benefits aUlonuuica/ly terminate 'riIhen the certification period 
expires. 
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RegutatQry Specifications 

(a) 	 Allow States ro continue to use retrospective and prospective budgeting. Require recipients to 
timely report aU significant cllanges in drcurn.stances affecting eligibility or the amount of 
asSl."tance, 

(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 nOl considered to 
be signincant. 

(e) 	 Overpayments would not occur where recipients report timely and the agency makes 
adjustments no later than the second month afier the month in which the cbange occurred, 
subject to notice requirements. These specifications closely conforms to current food Stamp 
program polity. 

Ratjonale 

These proposed administrative rules will slgnijica7llly simplify benefit calculation procedures jor jOi711 
AFDCIFood Stamp houselwlds. By rationalizing the procedures in benefit determination aruJ 
calculation, workers and recipients will benefit through less papelWOrk processing and rime spent on 
recalculating benefits because ojfluctuations in income. The rules maintain a balance between 
assuring benefits are accurately detennitred by reducing the current complexities retaining the 
appropriate level 0/ responsihiliJies on recipients to report itiformaJion. 

4. 	 AUTOMOBILE RF.sOURCE LIMIT 

Current Requirements 

The Social Security Act provides for the exclusion 0/so much ofafamily member's ownership interest 
in OfUuIUlomobile as prescribed by the Secretary. That exclusion is set by regUla/ion at $/500 equity 
value (or a lower limit set by the State) in one vehicle with any excess equity value counted toward 
lhe $l/XIOAFDC reSQurce limit, 

The Food Stamp Act provides jor lhe IOta/ e..xclusion of vehicles thar arc used over 50 percent of the 
lime for income-producing purposes; annually producing income consistent with their FMV; necessary 
for long disltl11.ce travel/or work (ollrer than daily commUle); used as the household>s home; or 
needed to Iransport a physically disabled household member, For thejoilowing vehicles. the amount 
of the FMV over $4,500 is counted as a reSOurce: one per household (regardless ofuse); and vehicles 
used for work. training or education to prepare for work in accordance YVith food stamp employment 
and training requirements. For all other vehicles, the FMV over $4,500 or the equity value. 
whichever is more, is cowued as a resource. 

Reliable transpartation will be essemial to achieving self~sufficiency for many recipients in a time~ 
limited program. Because a dependable ve.hicle is impOnanilO individuals in jiruilng aOO keeping a 
job, particulariy jor those in areas without adequate public transportation, both the AFDC and lhe 
Food Stamp programs 'Iced a conforming automobile resource policy that suppons acquiring reliable 
vehicles. This proposal would simplify the autorno!Jile resource policy by conforming the program 
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rules and reducing lhe unnecessary complexity and confusion/or program administrators in both 
prqgrams. 

Regulatory Specifications 

(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 con/ormity between the two programs that would eliminate 
some ofthe administrative complexity involved with valuing vehicles under varying criteria and would 
result in greater effectiveness and efficiency in the administration of hoth programs. 

s. 	 VERIFICATION 

Current Requirements 

Food Stamp law and regulations include specific requirements for verification and documentation of 
in/ormation needed for eligibility and benefit determinations. Food Stamp regulations mandate 
verification of utility and medical expenses (when actual is claimed), identity, residency (address), 
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 con/armed to the verification policy 
outlined in the Federal quality control manual. 

Under the Food Stamp Act (FSA) (sections J1(e)(3), (9)) and Social Security Act (Act) (sections 
402(a)(25) and J137), income must be verified through the Income and Eligibility Verification System 
(lEVS). The State must request wage and benefit in/ormation/or from the State Wage In/ormation 
Collection Agency, the Social Security Administration, and the agency administering Unemployment 
Insurance Benefits. Unearned income in/ormation 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 aOO benefit amounts through quality control 
systems, with the in/eOOed result that much information is verified at application and at recertification 
to avoid errors. States may, in both programs, adopt other verification requirements. 

Federal comput(~r matching and verification requirements are often burdensome for both clients aOO 
eligibility staff. Even where States have flexibility, the emphasis on payment accuracy and the 
potential/or 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 ofthe new 
system for delivering assistance to families. States must be afforded the flexibility to simplify 
verification procedures, while assuring program integril)' through minimum standards. 
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Regulatory Spe&ifhil1tiolls 

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

(I) 	 States may choose the verification systems, methods and time-frames for actio~; 
(il) 	 States may choose the computer matching activities that are most effective provided 

that the alternative match or verification process is just as effective as those required 
IEVS and SAVI!; and 

(iii) 	 States 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. 

Ratiunale 

Siaies .....ill 'Welcome lhe increased flexibility provided by this proposal atul be able f() streamline their 
verijicarion. acth'i/ies. saving time and paperwork. AI/he same rime. (he Stale plan approval process 
will ensure adequate protection ofclient rights and program integrity WilMUI restricting Slate 
flexibility. 

6. 	 TREATMENT OF GOVEAA'MENTAL SUBSIDIES 

Current Requirements 

Under Sectwn 4IJ2(a)(7)(C)0i) o[the Social Security Act. SIales may coun! housing or ren! subsidies 
as inco~. The amount t/wJ may be counted cannot exceed the atn()utuJot shelter/utilities included in 
the Slate's payment staIUlard (233,20(a)(J)(xll). Few Slates count [he paymems as income. 

Under Food Stomp regulations (7 CFR 273.9«)(1)). vendor paymeou to landlords are excluded as 
income. Payments to households and vendor payments [0 utility providers ate coumed as income. In 
the Third Circuit. the Court has held that HUD utility payments are excluded as energy assistance. 

Regulatory Specificatlons 

(a) 	 FNS will amend F~od Stamp regulations to exclude Hun utility payments. 

7. 	 OTIlER RESOURCE EXCLUSIONS 

(a) 	 Buria] PIQts; Propose regulations to amend the Social Security Act to totally exclude one 
burial plot per family member to conform to the Food Stamp policy. 

(b) 	 Funeral Agreements (Burial Plans); Propose regulations to totally disregard one funeral 
agreement per family member. 
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3. TREATMEI\'T OF INCOME FROM COMI'LEMENTARY PROGRAMS 

Curren, Law 

Under AFDC regulations, States may disregard assistance/rom other agencies ami organizations that 
are for a different purpose (complementary) flum AFDC and do Mt duplic<11e needs already met In the 
need standard. (45 CFR 2jJ.20(a)(J)(vil) 

With specified exceptions. the FI.J<Hi Stamp program disregards cash donations based on need to the 
household not 10 exceed $300 in any £me quarterfrom one or more charitable organizations. (FSA 
Sid), (kJ; 7 CFR 273.9(b), (c)(13). 

Re@latQf}' Soe<:ificatloN 

(a) The Secretary ofHHS will consider adopting the current Food Stamp policy. 
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WELFARE REFORM 

. PROPOSED 

LEGISLATIVE SPECIFICATIONS 
- CONF.'9fHfflrif:. DRAFT -

~ 

I. 	 PERFORMANCE STANDARDS 

D. 	 TECHNICAL AssISTANCE 

m. 	 Infonnation Systems 

IV. 	 Non-Citizen Provisions 

- Uniform Eligibility Requirements for Non-Citizens 
i 

- Sponsor-to-Alien Deeming 

V. 	 EMERGIlNCY AssISTANCE 



SUGGESTED PERFORMANCE STANDARDS IN V,'EI>FARE REFORM 

When considering how States will respond to the JOBSIWORK performance standards. it is extremely 
important to think of all the suggested performance measures as one system or package. This is 
particularly crucial for determining the level of incentives or penalties for each of the measures and 
the funding stream to which they are applied. To assist in moving in this direction, the following is a 
Jist of performance measures that are currently "on the table." 

JOBSIWORK Service Delivery Measure; 

(I) 	 Population Coverage Rate in JOBS, 
We propose an 85% standard with a 5% +/- toierance, For each two percentage points 
increase above 90 %> the state would receive an additional I% percentage point increase in 
FFP for AFDC benefits for the mandatory JOBS caseload up to a maximum of a 5% positive 
incentive, For each tWo percentage poims below 80%, the FFP would be reduced by 1% 
percentage points up to a maximum 5% negative incentive (3 reduction in the FFP of 5%), 
There would be nO change in FFP for those covering 80 to 90% of the applicable caseload, 

(2) 	 Service Continuity Rate in JOBS. I 5) ;~~,.fi 
We propose a similar positive and negative incentive package as for (1), coverage rates, with ,e~ 
a standard of 35% with a 5% +1· tolerance. For each three percentage point increase above 
40%. the state would receive an additional 1% percentage point increase in FFP for AFDC 
benefits for the mandatory JOBS caselood up to a maximum of a 5% positive incentive. For 
each three percentage points below 30 %. the FFP would be reduced by I% percentage points 
up to a maximum 5% negative incentive (a reduction in the FFP of 5%). There would be no 
chance in FFP for those covering 30 to 40% of the applicable caseload. I~' J 

0
W(V 

The total incentive payment to a state/or #1 and #2 combined cannot exceed more than the 1 ~ 
] percent oj total AFDC benefits to a state. . 

(3) 	 A WORK Participation Rate standard. 
A standard of 80% is proposed (an average of 80 percent of mandatory WORK clients must 
be in a WORK assignment each month) unless this standard is otherwise waived for a 
partk.'utar state. For proportion of caseload below this rate, a 50 percent reduction in the FFP 
for their AFDC benefits is proposed, using the State average AFDC benefit level rather than 
actual benefit paid, if standard is not met. Only those in the WORK program for two 
calendar years or less are included in the calculation. 

(4) 	 General State Effort standard For Spending Entire JOBSIWORKIChild Care Capped 
Allocations, .\'''} 
Assuming the match rate for JOBS/wORKJChlid Care is JOBS FMAP+4, a 6 percentage 
point increase in FFP for these capped allocations is reeeived if specified criteria are met: (1) 
Opetating program for non-custodial patents using 5 percent of JOBS and WORK money. (2) 
Meeting a transitional child care performance standard of 15 percent in the first year. and 
increasing 5 percentage points in each subsequent year. The denominator of 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 Tee, (3) Spending the entire 
JOBSfWORK/ChHd Care capped allocations are spent. 
It is proposed that this pro,vision be in effect for six calendar years. with (he match rate fot 
thes~ programs being set at JOBS FMAP + 8 at that point. 



JOBS/WORK Program Compliance Measures 

(4) Cap on JOBS Prep and JOBS Extensions. 
. 1 

We propose that there be no FFP for any cases in JOBS Prep above the CAP in JOBS .f.Wo-" ' 
extensions above the cap unless the state has submitted a proposal to the Secretary to raise the 
CAP or the Secretary has already granted such a waiver. 

(5) Accuracy of Clock and Data Quality. 
Not eligible for any earned Increase in FPP based on surpassing other performance standards 
[e.g. (1), (2), and (4)) if these standards are not met. These standards shall be set by 
regulation. 

Child Support Enforcement Perfonnance Measures nnd Incentives 

(6) 	 For paternity establishment, performance-based incentives will be made to each State in the 
form of increased FFP from 1 to 5 %. The incentive structure determined by the Secretary 
will build on the performance measure so that States that excel will be eligible for incentive _ r.JtJoDO'l.( 

payments. Sanctions for failure to meet specified standards are the same as current law. 15?D 
/,-:., 

(7) 	 Within one y of the date of the initial cooperation requirement, a State must either impose "L ~I' ~~ 
a saneri ~or non-cooperation or must establish paternity. The State will not be etigible for 0 ; 
AFDC FFP for [he number of cases in which the mother has met cooperation requirements QVV Va 
and a paternity has been established. The Se~ shall define in regulations a tolerance -1 
level for this provision which shall not exce~of the State's mandatory cases [hat need 
paternity established. 

(8) 	 States are eligible for an increase in FFP ranging from 1 to 10 percent for overall child 
support services, based on such factors as: 

the percentage of cases with support orders established; 
the percentage of overali cases with orders in paying status; 
the percentage of overalJ collections compared with amount due; and 
cost effectiveness. 

All incentives will be based on a fonnula to be detennined by the Secretary and incentive 
payments must be reinvested back into the child support program. 

(9) 	 States/jurisdictions which operate a unified child support system are eligible for an additional NOFFP of 5% (for a total of 80%). The requirements for what constitutes a unified program are 
specified in statute. 
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PERFORMANCE MEASURES PROPOSAL 


Current JOBS Law 
I 

Under the SSA section 487 [FSA Section 203(b)] not later than October 1st, 1993, the Secretary of 
Health and Human Services shall: ' 

I 
(1) in consultation with the Secretary of Labor, representatives of organizations representing 
Governors, State and local program administrators, oo.llcators, State job training coordinating 
coundls. eomrnunity..))ased organizatwns. 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 oondutted under section 203(c) of such' Act, and the initial State 
evaluations (if any) performed under section 486 of this Act; and . 

(2) submit bislber recommendations ror performance standards developed under paragraph (1) to the 
appropriate committees of jurisdiction of Congress, which reoonunendations shall be made with 
respect to specific measurements of o'utoomes and be based on the degree of success which may be 
reasonably expected of States in belping individuals to increase earnings. achieve self-sufficiency. and 
reduce welfare dependency, and sbaH not be measured solely by levels of activity Of participation. 
~erfoflIlance standards developed under this subsection shall be reviewed periodically by the Secretary 
and modified to the extent n~. 

Current lOBS Program Performance Measures 

Participation rate for all AFDC recipi.... required to participate in JOBS (45 CFR 250,74(b) and 
250.78)· For Fiscal Year 1994 the required participation rate is 15%. This is to ensure that a 
minimum proportion of the AFDC adult population is participating at a ~eaningful (Significant) level. 

Participation rate for AFDC-UP recipients (45 CFR 250,14«) - For Fiscal Year 1994 the required 
participation rate is 40%. This is to ensure that a minimum proportion afthe AFDC-UP principal 
wage earners or their spous~ engage'in work activities. I 

, 
Target group expenditures (45 CFR 250,74(.)(1» - At least 55% of a State', JOBS expeeditures must 
be spent on applicants and recipients who are members of the State's target populations- as defined at 
45 CPR 250,1. This is to cnsure that the hard to serve are served by requiring that 55% oflV-F 
expenditures are spent on the target groups defined in the statute or. if different~ approved as a part of 
the State', lOBS plan. 

C!lrwnt PalamQ!!i", SYI!l:!ll 

The lOBS Case Sample Reporting System (CSRS) was established to m~t some of the reporting 
requirements mandated by section 487 of the Social Security Act. However. the data necessary to 
establish participation rates is coUect~ through both CSRS and aggregate hard copy. Only data 
necessary to estabHsh the numerator for overall participation is coltected through CSRS, TIle 
population from which each state muSt draw its sample (or in lieu of drawing a sample, the State may 
submit the entire population each tnOt;lth) is defined as the number of JOBS participants that were 
engaged in at least one hOUf of activity in an approved JOBS program component during the sample 
month. In addition to JOBS program data, a limited amount of demographic data and child care data 
is also required to be submitted. 
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Current OC Law 

Under section 40& of the Social Security Act, States are required to 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 scheduJes. sampJing methodologies.. and review procedure prescribed by the 
Secretary. The law defmes: what co,nsdtutes a payment error; how eao,T rates and disallowances are 
calculated; the method for adjusting State matching payments; and tbe' administrative and judicial 
reviews available to states subject to disalJowances because of error ~ in excess of the national. 
standard (i.e., the national error rate for each year), 

The AFDC-QC system functions primariiy as a monitoring/auditing system. Its primary purpose is to 
establish the correctness with which payments are made to AFDC cases in each State, Subsequent to 
the establishment of this system. which is a subsystem of the National Integrated Quality Control 
System (NIQCSl. OMS required additional AFDC data be collected '" replace the biennial survey of 
AFDC families that had been in place througb 1979. The AFDC-QC system also obtains the data 
necessary to produce the publication entitled "Characteristics and Financial,Circumstances: of AFDC 
Recipients. ~ The AFDC -QC system is not used to meet any of the reporting requirements for the 
AFDC program. 

We envision an oUICome-baJ.ed performance measurement system that consists ofa limited set ofbroad 
measures andfocuses State efforts on the goals of the lraruili<mal support system - helping recipients 
become self-sufficient. nxluclng dependency. and moving recipients into work. The system would be 
developed and Implemented over time. as specifiM in SlaMe. Until a syslem I_rpcraling outcome
based standards am be put in place. Siale perjOI"1lUl1lCt! will be ltIMSured against service delivery 
measures as specified ;n statute. These service delivery startdards would be used to monitor program 
implcmenJa/lon and operations, provide incentives jor timely implementation. and ensure tiuu States 
were providing selVices needed to convert welfare into a transitional support system. The current 
targeting and participaJion standards 'WOuld be elimi.mued (see draft specijicatic)1ls on JOBSlTl11Ie~ 
LlmitsIWORK). 

lnteresled parties will be included In the process jor detemlinlng pe/fonilance measures and 
standards. The new service delivery measures jor JOBS would look over time to See rMt individuals 
subject to the time limit are getting served by the program and that a substantial penton oj such cases 
are being served on an ongoing basis. For teen parents, a measure would be established to examine 
whether fhey are receiving case management services. As soon as WORK program requirements 
begin 10 take tjfect (I.e.• two years qfter the effective dale o/the start ojthe phase in). States would 
be subject ro a service delivery standard under the WORK program. Until amoma/ed systems are 
operational and reliahle. State petjormance vls~a~vis these service delivery measures wotdd be based 
on information gathered through case~record reviews. 

Within a specified time period aft., enactment oj this bill. the Secretary will develop a broader system 
ofstandards wlrich i.ncorporates measures addressing the StOles' success in /tIoving clients toward self
sufficiency and reducing their average tenure on weI/are. 
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Legislative SoccificatiQns: 

1. 

(aJ 	 In acoordance with the effective dates specified, in order to assess State performance, the 
Secretary shan enact an outcome-based performante standards system that will measure the 
extent to 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 develop outcome-based 
performance measures and then shaB take steps to set expected standatds of performance with 
respect to those measures. The system will also include performance standards for measudng 
the extent to which individuals are served by the transitional support system (Le., service 
delivery standards). 

, 
(b) 	 The current quality control system shall be revised to reflect the "new performance standards 

system (see seclion em Revised Quality Control/or specifications). 

(c) 	 The Secretary shall publish annually State-level data indicating State performance under s.uch 
a system. 

(d) 	 Amend Sec. 481 (b) to read: The Secretary may require States to gather such information 
and perform such monitoring functions as are appropriate to assjst in the development of such 
a performance measurement system and shall indudt in regulations provisions establishing 
uniform reponing requirements for such information. 

{eJ 	 In adopting performance standards the Secretary sbaJl use appropriate methods for obtaining 
data as necessary I which may include access to earnings records, State employment security 
records, State Unemployment Insurance records, and records collected under the Federal 
Insurance Contributions Act (chapter 21 of the Internal Revenue ,Code of 1986); drawing 
reliable statistical samples and revising QC reviews of AFDC payment and case Information; 
and using appropriate safeguards to protect the confidentiality of the information obtained. 

(I) 	 The Secretary shall, in consultation with appropriate interested parties) review and modify tbe 
performance measures and standards. and other components of the performance measures 
system periodically as appropriate. 

2. 	 l)eyeIQoing an Outcom~ased Performance Mwurement Stl!,em 

(aJ 	 By June J. 1995, fur the purposes of enacting a performance measurement system, the 
Secretary will present recommendations on specific outcome-based perfurmance measures 
(with proposed definitions and data coUection methodologies) and shall solicit comments from 
the Congress, Secretaries of other Departments, representatives of organizatiOns representing 
Governors. State and local program administrators, educators, State job training coordinating 
councils. community-based organizations. recipients. and other interested persons (hereinafter 
referred to as inJerested parties). 

(b) The recommendations shall include the POI.ce."!aj:e 
limit 

(I) 	 factors used in section 106 ofth.lob Training PannerShip Act and any subsequent 
amendments sueh as placement and retention in unsubsidized employment and a 
reduction in welfare dependency; and, 
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(ii) other facto" as deemed appropriate be the Secretary. 

" (c) 	 Based on comments from the interested parties. the Secretary will finalize the measures by 
January I. 1996. and publish the measures in the Federal Register, 

3. 	 DevelQPing and ImplemenliDg OutcQme:based Standards 

(a) 	 By lune 1. 1996. for the purposes of enacting outcome-based standards. the Secretary~ in 
consultation with interested. parties, shaH present recommendations for performance standards 
based on the performance measure information (as specified above) and other appropriate 
infonnation. . 

(b) 	 Based on comments from the interested parties. the Secretary win finalize the standards that 
will be published in the Federal Register by January I. 1997, 

(c) 	 The Secretary shall amend in regulations the penalties and incentives in accordance with the 
proposed standards as appropriate and shall implement the additional performance standards 
by June I, 1997, 

4, 	 Sl'lYic~ ~e1iv.ry Standards 

Y1lilln: 

To ensure that welfare systems are refocused on self-sldJiciency efforts, the new perjonnance system 
will pravide for awards and penaltiesfor Stale peJfornumce through adjustments to ,he Stale's claims 
for AmC paymLnls. These metlSuftllife deSigned f() provide positive and negative incentives 10 

. States to serve recipients under the new transitional syslem and 10 monitor program operations. 
States WQuid be SubjeCl to financial incentives theMlowing areas: coverage rate in JOBS, service 
continuity raJ. in JOBS. cad participation raJe in WORK, in addition. the caps on JOBS extensions 
and pre..JOBS assignments. State's accurate keepiNg Oftht fW(}--year clock. spending entire allocations 
in conjunction with provisirms regarding rhe use o/Iransilionai child care and programs lor non~ 
custodial parents are considered service delivery standards. 

(.) 	 Upon enactment of this act. the Secretary shall implement service delivery measures for 

purposes of accountability and compliance. . . 


(b) 	 States shaH begin reporting and validating data for service delivery measures no later that than 
6 months following the effective date of the new JOBSIWORK!provisioru; in a manner to he 
prescribed by the Secretary. States shall be subject to service delivery standards upon the 
effective date of the new JOBS pro-gram. 

(e) 	 Rate of coverage in JOBS: To maximize the number of welfare recipients who become se1f
supporting, it is important for JOBS programs to serve their entire mandatory caseIo-ad. To 
measure the extent to which programs work: with the entire mandatory caseload in ways 
deemed appropriate, States are expected to meet a coverage rate. This rate specifies the 
extent to which a program involves or covers individuaJs who are mandated for the program 
(not including those assigned to JOBS Prep) within a specified period. A program is 
considered to bave covered individuals if they participate in acttvitiesT are employed, (eave 
AFDC~ or are sanctiQned. The coverage rate is a longitudinaJ rate that requires tracking a 
previously entered cohort of clients. In the calculation of this rate. the denominator consists 
of the JOBS mandatory case10ad receiving assistance (i.e., 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 ate sanctioned within a specified period (such as 6 
or 12 months). The definition of participation will be specified in regulation. 

(d) 	 An 85% standard with a S~ +/~ tolerance is proposed. For each two percentage point 
increase above 90%. the state would receive an additional 1 percentage point increase in FFP 
for AFDC benefits for the mandatory JOBS caseload up 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 to a maximum 5% negative incentive (a reduction in the FFP of 5%). 
There would be no change in FFP for those covering 80 to 90% of the applicable caseload. 

(e) 	 Rat. of ....vlre ""nUnulty In JOBS: 

To ensure that welfare recipients receive services for as much time as possible'when their 
clock is running, states are expected to meet a service continuity rate. This rate specifies the 
proportion of time individuals participate wben their clock is running and seeks to minimize 
the amount of down time where individuals are not assigned to and participating activities. 
This rate consists of a twtrpart calcuiation: 

(I) 	 For each individual in the lOBS mandatory caseload (or a representative 
sample), a 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 to and participating in program activities is the numerator. The rate 
would be calculated over a specified period, such as §:~ months. (The 
definition ofpartIcipation wiU be specified in regulation. to en.wre some 
minimum level of service.) 

(Ji) 	 From this, the proportion of individuals ~bo were participating!! percent or 
more of the time their clock: was running is calculated. 

(f) 	 The performance standard fot the service intensity rate is ~~ percent with a 5% +1· tolerance 
~~ that is, ~ percent of the mandatory caseload must participate at least ~ percent of dme 
their clock: is running. For each three percentage point increase above 40%, the state would 
receive an additional one percentage point increase in FFP for AFDC benefits fur the 
mandalory JOBS caseload up to a maximunt of a 5% 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 (3 reduction in the FFP of 5%). There would be no change 
in FFP for those covering 30 to 40% of the appJicable caseload. The loUU IncenJIve payment 
to a sUIte for coverage and cOnJinuity combined cannot exceed more than 1 percent ofthe 
total AFDC benejlts to a state. 

(g) 	 POSSIBLE OPTION: 
In addition. to ensure that welfare recipients attend their assigned activities for as much time 
as possible, States could eventually be required to meet a s.ervice intensity rate (this rate 
would be implemented a later specified date). It is proposed that the Implementation of this 
measure be delayed given the number of other standards being imposed and the more difficult 
data collection for this item. This is a measure of the pro-portion of scheduled hours 
individuals actually participate in activities. This service intensity rate would consist of a 
two-part calculation: 

(i) 	 For each individual in the JOBS mandatory caseload (or a representative 
sample) who attended a program activity. a rate is. calculated where the 
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number of hours the individual is scheduled for activities is the denominator. 
The number of hours the individual participated 'in program activities is the 
numerator; the rate would be ca1eu1ated over a specified period, such as m 
n months. 	 .~ 

(ii) 	 From this. the proportion of individuals who were participating ~Q percent or 
more of the time they were scheduled for activities is ca!cu(atoo. 

The performance standard for this service intensity rate is as percent with a +/~ 5 
percent tolerance - that is. ~ percent of the caseload must 'participate for ~ percent 
of their scheduled hours. 

(h) 	 WORK Program Participation Rates: States will also receive financial incentives for 
meeting the following participation standard in the WORK program. To ensure that 
individuals who reach the time limit are assigned to work slots. States wouJd be expected to 
meet a WORK participation standard, The WORK performance measure would take effect 
two years after the effective start date of the pha,se..in. To meet this standard, States are 
required to meet the lower number of "filled" WORK slOIll, eilber: 

(i) 	 The number required so that 11 percent of those who reach the time limit ate assigned 
to a WORK slot. To calculate this number. on a monility basis averaged over a 
specified period (such as (!~~f.~) !ll()nths). lake 80 percent of Ibe number of clienlll 
at or beyond the time limit. This is the number of work slots required to be fined. on 
average, on a monthly basis over a specified dme period, such as @f~i;1d) months. 
~apy~di.v~duals who are in the WOlU{ pro~amwfor-two 'calendar years or less are 
m<\!JIdl:;1jri't.lle-WQRK\lerfO'rtll3llCe ~. Or. . . 

~i) 

(i) 	 For the WORK participation rate, a standard of 80% is proposed (an average of 80 percent of 
mandatory WORK clients must be in a WORK assignment each month) unless this standard is 
otherwise waived for a particular state. For proportion of caseload below this rate. a 50 I II 
percent reduction in the FFP for their AFDC benefits is proposed t using the State average .. 
AFDC benefit level rather than actual benefit paid, if standard is not met. OJtlY1!1ose,in the 
WO~,feO.C'!lendar~s'Or~are~ud"'/.j.n.lbe,cal~ulat;6n. 

Gen....l State Errort standard or Spending Entire JOBSIWORKJChUd Care Capped 

A.1I0<0U(lll'. 

A.ssuming the match rate for JOBSIWORKIChild Care is JOBS FMA.P+4, • 6 percentage 

point increase in FFP for these capped allocations is received if specified criteria are met: 


(i) 	 Operating program for noo-;::ustodial parents using S percent of JOBS and 
WORK money. 

(ii) 	 Meeting a transitional child care performance standard of 15 percent in the 
first year. increasing 5 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 
«lve,ed by TCC. 

(iii) 	 Spending the entire JOllS, WORK, and Child Care capped allocations. 
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It is proposed that this provision be in effect fur six calendar years. with the match rate for 
these programs being set at lOllS FMAP + 8 at that PQint. 

(k) 	 States lU'e not eligible for increased FFP for any service delivery measures jf the Secretary 
determines: 

(t) 	 the accuracy of a State's ti~Jock fails the threshold standards for time-clock 
accuracy (as defined subsequently in the QC section); and/or, 

(ii) 	 data reported by • State fails the threshold standards for data quality (as defined 
subsequently in the QC section), 

(I) 	 Cap on JOBS p,.., and lOllS llxtensioll.\ . 
. It is proPQsed that there be no FFP for my ..... in lOBS Prep above the CAP and for lOBS 
extensions above the cap unless the state bas submitted a proposal to the Secretary to raise the 
CAP or the Secretary bas already granted such. waiver. 

5. 	 Expanded Mission for Qualit;,: Citmrol System 

The following language cdlows the Secretary to redeSign the curreru payment accuracy Qualiry Control 
system to a broader system focused on the petformance slanda.rds esta.blished in slatute or by 
regulation to ensure the I!jJIclent and effective operation 0/ the JOBS/wORKfflJtle Urnired Assistance 
program.. Payment accuracy will be retained bur only as one element in a broader performance 
measurement role for the QC system. 

, 
(a) 	 Amend the Social Security Act to 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 
a.ccuracy of state reporting of JOBSfWORK 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 perfonnanc:e standards are met, and to fulfill other appropriate 
functions of a performance measurement system 

(b) 	 Require the Secretary to establiSh and operate a quaIity oontrol system under which the 
Secretary shall determine. with respect to ~ch State, the extent to which any and aU 
performance standards establJshed by statute or regulation are being met. 

NOTE: 	 For drafting purposes, soclion 4tlS should be redesignated as appropriate to be 
incorporated into a performance measures system. 

(c) 	 States would be required to oonduct periodic, internal audits of. their lOBS and WORK 
proCe5Ses to ensure the accuracy of reported data and annual audits to establish payment 
accur.icy rates. The Federal government would specify the minimum sample sizes to adtjeve 
90 or 95 percent cOnfidence at the lower limit (the method generally used by 010). States 
would also be permitted to use CUrrent QC resources to conduct special studies to test and 
improve the current system. (This: is nn option) 
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(d) 	 The Secretary shall designate additional data elements to be collected in a QC review sample 
to fulfill 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. 

, 
(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 enhanc~ments to that system. These proposed changes will be 
published no later than _ months after enactment of this Bill. ' 
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TECHNICAL ASSISTANCE A.:r.'D EVALUATIONS 

1. 	 Authority to TaD JQBSlWQRK and Child Care Funds For Research. Evaluation and 
Technical Assistance Purposes 

Current Law 

There are a variety of ways that funds Grc set aside for evaluation oversight and technical assistance 
suppon to programs. The Family Suppon Act. for example. authorizes specific amou"" for 
impleme"'",lon and effectlvene" sludles ojlhe JOBS Program. Uuder the Head Stan Arl, 13 perce'" 
ofannual appropriations ore reserved by the Secretar}' for a brood range of uses including training, 
technical assistance and evaluntion. The Secretary ofHRS. at her discretion. sets aside I % of Public 
Health program funding for evaluation ofits programs. ' 

Annually reserve J% ofthe toral cappad elllit/emelll fond/ng for the Secretary Of HHS 'l!ffi!Lii!!1fJiJ11 to 
spent proporriolUIlely on JOBS, WORK arul At~Risk Child Care for research. evaluation, and 
technical assistance. 

Rationale 

SUfficienJ funds should be avaUable to ensure that the Department(s) call provide adequa!c levels oj 
technical assistance to Slates, exercise oversighi over State implementation a/welfare reform. and 
carry our other supportive research mui training activities, TYing funds to a percenJage ofIhe overall 
program dollars ensures that as lhe program grows. funds for research, evaluation (Ind technical also 
grow, 

Legislative Specifications 

(a) 	 Reserve to the Secretary from amounts authorized for the capped JOBS. WORK and At-Risk 
Child Care funding, up to g~p~ for each fiscal year for expenditures fur 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 contrihuted from each program. For example. if 25% of 
the total tap came from IOBSIWORK, then 25% of the total monies would b. re
allocated to JOBSfWORK for purposes of technical assistance, evaluations, training, 
etc. This would ensure that monies are redistributed equitably among programs. 

Additionally. the language could further specify that monies he allocated for specific 
purposes to reflect the changing needs of the program, For example. a minimum 
percentage could be ear-marked for technical assistance in the early stages of the 
program to allJ;lst the implementation process, Similarly, the minimal ear-mark for 
evaluations could increase down the road when evaluations playa more critical role 
and would require greater attention arid resources. This process would help ensure 
that the resources are used as intended and more effectively, 
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(b) 	 The Secretary of HHS in consultation with the Secretary of Labor shall conduct the following 
evaluation studies of time·limited JOBS followed by ,WORK: 

(i) A two·phase implementation and institutional outcomes study that describes: 
I 

• 	 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 prograIrui 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." 

(ii) 	 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. 
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INFORMATION SYSTEMS AND INFRASTRUCTURE 


OJrrent Lflw..Jmd Background 

In the late 19705, the Federal government decided to improve the administration of welfare programs 
through the use of oomputefized information systems, The Congress enacted PL 96*265 and 
subsequent legislation to grant incentive funding to encourage the development of automated systems, 

In 1981, Ibe AFDe program released Ibe family AssjmnCll ManJ!llemeot InfQrWiliQIl System 
(FAMIS) specifications and updated them in 1983. In 1988, the Food Stamp Program (FSP) released 
similar guidelines in regulations and updated them in 1992. Incentive funding is also available for 
statewide, Child Support Enforcement (CSE) system~. In 1993, the Office of Child Support 
Enforcement (OCSE) released a child support State systems "guide". 

A recent GAO report indicated that, in the previous 10 years the Federal government had spent nearly 
$900 million in the deve!Qpment and operation of AFDC and FSP automated systems alone. In the 
Omnibus Budget ReoonciHation Act of 1993, the Congress repealed enhanced funding for AFDe and 
FSP effective April I, 1994. . 

An emerging priority of Federal funding agencies has been to encourage States to implement more 
cost-.effective systems which integrate service delivery at the loca1 level. This has enabled many 
States to begin using combined application forms for multiple programs (including AFDC~ FSP. and 
Medicaid) and a combined interview to determine eligibility for the various programs. Consequently, 
with systems support, a single eligibility worker can process an application 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 technorogy allows recipients to use a debit card, similar to: 
a bank card, at retail food stores and automated teller machines (ATMs) to access their benefit 
account.l!. Plans to 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 
computer 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 large ..cale (and long-term) computer system change, while olbers, such as AFDC (wilb its FAMIS 
systems), are nearing completion of a development cycle. 

Both FAMIS and Child Support Enforcement Systems (CSES) have been funded oeder 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 eUgibiHty, 
maintaining and tracking case status, and reporting management infunnation to the State and Federal 
governments, 

Other essential welfare programs, namely lOBS and child care, have limited and fragmented 
automated. systems. For the most part, States could fund parts of these systems at the 50 percent 
match rate, States report that administrative funds have not been available to fully automate and 
imerface JOBS and ChHd Care with other programs within the State. 
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Many of these systems have serious limitations: limited flexibility. lack of interactive access, limited 
ability to exchange data electronically, etc, Even the most sophisticated systems fall short of the goal 
Qf allowing State agencies to use technology to: 

• 	 Eliminate the need for dients to access different entry points before they receive services: 

• 	 EJiminate the need ror agency workers (and cHents) to encounter and understand a wide 
variety of complex rules and procedures; 

• 	 Share fUUy computer data with programs within the State and among States; and 

• 	 Provide the kind of case tracking and management that wiJl be needed for a time-limited 
welfare system. 

Yiskm and Rationale 

Computer and information technology solutions will support welfare reform by providing new 
automated strcening and intake processes, eligibiHty decision-making tools, and benefit delivery 
techniques. Application of modern technologies sum as expert systems. relational databases, voice 
recognition units. and high perfonnance computer networks, will help empower families and 
individuals sooking assistance. At the same time. these technologies will assist in reducing waste, 
fraud, and abuse so that Federal and State benefits are available to those who are in need. 

State:LeveJ Systems. Prototypes. and National Clearinghouse 

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

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

Enhanced State SYllems, At the State and local level, the systems infrastructure would include 
automated suooystems for intake. assessment, and referral; case management and tracking during and 
after the time~limi[ and fOf delivery of support services; and benefit, payment. and reporting, The 
infrastructure would consist of new systems components integrated with existing systems Of with 
somewhat enhanced existing systems, Variations in existing automated systems would make it 
unreasonable to try to standardize these systems. Rather~ we need linkages that allow for the accurate 
exchange of data betweell systems, 

States would have the option to develop their own systems. modify andlor 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 !inking the various programs and systems. States would be able to provide integrated services 
andlor benefits to families and individuals "ai-risk" of needing financial assistance. those receiving 
assistance, and those transitioning from public assistance program to self-sufficiency. Such an 
automated system infrastructure would enable States to provide greater support to families who might 
otherwise dissolve, as well as to parents who may, because of unmet needs, be forced to terminate 
employment or training opportunities. 

tn addition, as Electronic Benefit Transfer (EBT) and Electronic Funds Transfer (EFT) become more 
widespread, they would be used for other programs, sucll as cllild care reporting and payments, and 
reporting of lOBS participation. As an e)tample. a JOBS participant could be required to self-report 
either througb a touch40Jie phone that connects to a Voiee Recognition Unit (VRU) or through the 
use of plastic card technology. 

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

Data and BCDQrting on Program Onmtiogs and Clients. Current methods for data gathering and 
reponing requirements on program operations and clients could be reduced. Many of the current data 
and reporting requirements will be superseded by new ones, but in any case. many current items are 
of low data quality or of little interest. ,Current requirements will be re-examined. 

National Clearinghouse. The National Clearinghouse win 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 infonnation witt be coming to and from the Clearinghouse, it will contain severely limited data 
- StaleS will retain overall processing responsibility. 

The Clearinghouse will maintain at Je.ast the following data registries: 

• 	 The t:l!ational EmplQyment Registry will maintain employment data for individuals, including 
new hire information. 

• 	 The liatiQnal Locate Registry will enbance and subsume the current Federal Parent Locator 
Service (FPLS) function;, 

• 	 The Natjonal Child SUPPQrt Registry will contain data on all non~custodiaJ parents who have, 
support orders. 	 , 

• 	 The ~atiQnal Transitional..As.sjstance Registry will contain data to operate a time-limited 
assistance program, such as the beginning and ending dates of welfare receipt, participation in 
various work: programs. and the name of the State provJdlng benefits. 
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I&gjslatiye Soecifications 

R~irements for E3chaocing and Using: InfocmariorU!Ltbe National Transitiopal Assistance 
RegistO' ' 

(a) 	 Insert at Section 402(a}(29): To provide for national, time~limited assistance: , 

(A) 	 the State JV-A Agency shall exchange information as described in subparagraph (8) 
with the National Transitional Assistance Registry described in s.ection 402(d). and, to 
the extent practitable. shall use infQnnation received from other National Registries 
such as the New Hire Registry, operated for the Child Support Enforcement program ~ 
as described in section lTill.'lV"l?J. 

(B) 	 The State IV·A agency. excepl as provided for al subparagrapb (e), shall: 
, 

0) 	 report on-line in a standard. electronic format to the National Transitional 
Assistance Registry the following items: case identification. dates, and status 
information rclated to: 
(I) 	 assistance case opening and dosing; , 
(II) 	 participation in JOBS·Prep, JOBS, and WORK; 
(III) 	 extension of time-I imits; i 
(IV) 	 sanction(s) for non--compliance with child support and oilier programs; 

and 
(V) 	 other information to assist in performance measurement as determined 

necessary by the Secretary , 

(ii) 	 query the National Transitional Assistance Registry before granting assistance 
and receive information about the number of months an applicant has 
previously received assistance or bas been recently empJoyedj and 

(iii) 	 use such rnfonnation in the determination of cligibUity and time period for 
which assistance may be granted. 

(C) 	 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)@~), the Secretary may. upon request from the State IV-A agency. approve an 
alternate for reporting of the infonnation described at subparagraph (B)(i). 

2. 	 1116 Nationai Transitional Assistance RegistO': a Statewide. Automated. Transitional 
Assistance Information Symm for Intake. Referra1. and RCPQoin; 

(a) 	 Add New Section 402(a~: The State IV·A agency, at itS oplion, ,hall establisb and 
operate in accordance with an Advance Planning Document approved under section 402(e), a 
single statewide, automated. transitional assistance system designed economically, effectively; 
and efficiently to assist the State admjnistering the aid to famities with dependent children 
state plan such that the system shall: 

(A) 	 To the extent practicable, use "expert system-driveo" automated procedures and 
processes, 
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(B) 	 Provide for automated procedures and information to account for, monitor, control, 
and report transitional assistance payment and benefit processes to include, but not be 
limited ro: 

0) 	 identifying and demographic client information; ! 
(ii) 	 preliminary assessment of AFDC eligibility. JOBS readiness, and support 

services, including 
(I) 	 use of information from the National Transitional Assistance Registry, 

as described at section 402(.)(29). and 
(II) 	 to the extent practicable, collect and assess information to assist in the 

provision of cllild care and child support enforcement services; 

(iii) 	 electronic information received from, and referral to, automated case 
management systems used to operate AFDC. JOBS. WORK. Child Car•• and 
Child Support Enforcement; 

(iv) 	 reporting to the National Transitional Assistance Registry. case identification, 
dates. and status code information a.~ described in subsection 402(a)(29); and 

, 

(v) 	 provide for set:urity agaimt unauthorized 3\:Cess to, or use of, the data in such 
system. 

•
3. 	 AlImmated. Statewide. Child Car. Cas. MWl!O!llent Information System 

(a) 	 Add new Section 402(a)~: The Slate IV-A agency. at its option. ,hall have in operation, 
in accordance with an Advance Planning Document approved under section 402(e}. an 
economical. effective. and efficient automated case management information system, to: 

(A) 	 Anow the State to control, account for, and monitor aU 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 Qf the child care program(s) 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 thild care. establish eligihility for 
child care, and determine funding source(s); 

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

(iii) 	 maintain and monitor necessary provider information; 

(iv) 	 process payments and meet other f!Seal needs for the management of child 
care program(,); 
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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 petfonnance against performance standards. 

(8) 	 ElectrOnicaHy 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 report against standards and report 
oilier information as determined by the Secretary to be necessary. 

(0) 	 Provide for security against unauthorized access w. or use of, the ·data in such system. 

(E) 	 If the State IV~A agency contractS with a CCDBG agency for child care, then the IV
A agency win transfer appropriate funds to the CCOBO agency for systems 
development sufficient so that the CCDBG agency can meet the requirements specified 
in ,"bpal1lgraphs (A) through (D) above, 

4. 	 Automated. JOBSIWORK Case Management Information System 

(a) 	 Establish a new Sub,eetion 4820): The State IV·A Agency, a' its option, ,hall 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. to: 

(I) 	 Allow the Stale to control, ,ceount fur. and monitor all fa<l<lrs of the lOBS and 
WORK programs, including, but not limited to: 

(A) 	 assessing'a participant's need ror services in relation to their goals; 

(8) 	 developing an employabiHty plan to enab1e a participant to meet their 
employment goal; 

(C) 	 arranging and coordinating the services or resources necessary to carry out a 
participant's employability plan; 

(0) 	 following-up on both the participant's and the agency's implementation of this 
~an;~ : 

(E) 	 gathering other information as determined neceSsary by the Secretary. 

(2) 	 Support both management and administrative activities of the program. including, but 
not limited to: 

(A) 	 tracking ongoing program participation through concurrent and sequential 
activities~ 

(8) 	 monitoring attendance; and 

(C) 	 contacting service providers and partiCipants. 
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(3) Electronically exchange information with other program;>

(4) 	 Provide program performance and assessment information determined to be necessary 
by Ill. Secretary, 

(5) 	 Provide for security against unauthorized access to, or ~se of, the data in such system. 

5. 	 ReguiI~~n~ for Advanoo Planning Documents 

(a) 	 Revise Subsection 402(e): 

(I) 	 The Secretary shall not approve the initial and annually updated advance automated 
data proce.o;sing planning document referred to in subsections (a)~. (3)(30), and 
(a)QCX). and section 482(j). unless such document, when implemented, wlll 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 condua: of, and reflects the results of, requirements analysis 
studies, which include consideration of the program mission, functions, 
organization. services, constraints, and >current support, of, in, or relating to, 
such system; 

(B) 	 describes the proposed statewide automated management information systems; 

(C) 	 describes the security and interface requirements to be employed in such 
statewUie management information systems; 

(0) 	 describes the projected resource requirements for staff and other needs, and 
the resources avallahle or expected -to be available to meet such requirements; 

(8) 	 contains a project plan for planning, designing. developing. implementing. and 
operating the proposed statewide automated management information systems; 

{F) 	 contains a cost~benefit analysis whicb detaUs the estimated costs for planning, 
designing, implementing, and operating the proposed statewide automated 
management information systems, and the quantitative 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. 

(2) 	 (A) The Secretary shaU, on a continuing basis, review, access, and inspect the 
planning, design~ and operation of the statewide management information 
systems referred to in subsection 403(a)(3)(B}, wjth a view to determining 
whether, and to what extent, such systems meet and will continue to meet 
requirements imposed under such section and the eonditlons specified under 
subs"",)o", (,)~, (,)(30), and (.)~. and section 4S2G), 

(b) 	 Delete subparagraph (C) from Subsection 402(e)(2) 
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6, 	 National IrMskional Assistance RegistrY 

(a) 	 Add Section 402(d): 

(1) 	 The Secretary shall establish and operate as part of the National Clearinghouse 
referred to in section 45S(g) a National Transitional Assistam:e Registry. fur 
purposes of maintaining and operating a natklnaI time-limited assistance "clock" to be 
used by State IV~A agencies in calculating the remaining months an individual may be 
eligible to receive benefits. ' 

(2) 	 The National Transitional Assistance Registry will be maintained by obtaining from 
each lV·A AgencYI information on individuals receiving benefits. Including; but not 
limited to: 

(A) 	 applicant identification information, such as Soc,iaJ Security Number and 
name; 

(B) 	 the dates an indivWual went on and off of assistan<:e; and 

(C) 	 status information related to the type of assistance received, such as AFDC, 
JOBS-prop, JOBS, and WORK. 

(3) 	 Upon receipt ofa request from a State IV-A Agency, moo in acooroanee with 
subsection (d)(6) by an authorized person (as defined in. subsection (d)(S», for 
information about the number of months an individual remains e1igibJe for assistance. 
the Secretary shall search the National Transitional Assistance Registry and the New 
Hire Registry j maintained underFt::~. and as appropriate access the 
Social Security Administration's records to validate the Social Security Number so as 
to return to the State agency j one or more possible eligibility determination factors 
including. but not limited to, whether: 

(Al 	 the individual is contained in the National Tr~itionaJ Assistance Registry and 
is eligible under a time-limited system to receive assistance for a specific 
number of months; I 

I 

(B) 	 the individual is contained in the New Hire Registry as. being recently 
employed; 

(C) 	 the individual has provided the State agency ~ith an invalid SSN; and 

(0) 	 the individual is not contained in the National Clearingbouse Registries, but 
has a valid SSN. . 

(4) 	 (A) 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 
Secretai)' shall assist in resolution onJy to the extent that there may be a 
database integrity issue. 
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(B) 	 In such =es. the Secretary ,hall: 

(1) 	 verify that the data contained in the Registry reflects accurately the 
infurmatlon contained in the State agency(s) records where the 
individual had previous assistance; 

(ii) 	 make a detennination jf the Registry information should be corrected 
and inform the requesting State of the revis.ed information; 

(iii) 	 make a determination if the Registry reflects the data as reported and 
v.aJidated by the State agency or agencies where assistance was 
granted; and 

(lv) 	 provide notification that 

(A) 	 00 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 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. resolve the discrepancy; and 

(C) 	 once resolved, the State agency where assistance is being 
requested, must submit information) as appropriate to correct 
or update the Registry record. 

(5) 	 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 use a 
password. 

(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 information is subject to the Computer Matching 
and Privacy Protection Act of 1988; and 

(B) 	 disclosure is subject to section 402(0)(9) and section 1137(b)(5). 

7. 	 funding Qf State Systems 

(a) 	 Replace Subsection 403(a)(3)(B): 

(i) 	 I per centum of so much of the sums expended during such quarter through 
September 30, [ll year within 5 years (rom date o( enactment], a'i are attributable to 
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: 
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(I) 	 meet the requitements of subsections 402(a)~), (.)(30), and (a)g, and 
_ion 482(j), and 

(II) 	 the Secretary determi~es ace likely to provide economical, efficient and 
effective administration of the plan; and 

(ii) ~ per centum of so much as the sums expended during such quarter as are 
attributable to the operation of automated management information systems that meet 

'the requirements of subsections 402(a)~, (a)(30), and (,)~, and section 4820), 

8. 	 Th£hnjcal Assistance. Training. Demonstrations and OPeration of National Systems used to 
Support Stat~ 8ctivities 

(a) 	 401 (a) Stet (Current Section 401): 

(b)(I) 	 There are aulhorized 10 b. appropriated: 
I 

(A) 	 $_ for the first fiscal year after legislation passes for the purpose of -enabling the Secretary to provide technical assistance and training; to design 
and devclop, 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 progr~; and 

(B) 	 for each fiscal year after the first year. Ui!Ii to provide teclmica1 assistance 
and training, development of prototypes. 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)(l) shall be included in the appropriation Act (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 method of having 
appropriation action, the preceding section shaH apply not withstanding the fact that its 
initiaJ application will result in the enactment in the same year (whether in the same 
appropriation Act or otherwise) of two separate appropriations, one for the then 
current flStai year and one for the succeeding fiscal year, . 
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UNII?ORM ELIGIBILITY REQUIREMENTS FOR NON-CITIZENS 

1. 	 Apply a Uniform Standard for Determining Alien Eligibility for Non-Citizens Under AFDC. 
Supplemental Security Income. and Medicaid 

Current Law: 

Assuming they meet all other eligibility requirements, foreign national,s 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 benefil~ 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 t, 1980. The Medicaid statute uses the term PRUCOL but provides no 
guidance as to the meaning of the tenn. 

In addition to the revisions in the regulations reflecting the interpretation of section 1614(a)(l)(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 asylum status; 

.. who entered before January I, 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 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 well 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 
regulationo;. 

The Sudomir v. Secretary. HHS decision, which focused on AFDC eligibility for asylum applicants, 
was less expansive. The U.S. Court of Appea1s for the 9th Circuit determined that AFDC eligibility 
would extend only to those alieno; 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 SSt 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 
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 ONA}; 

.. 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 I, 1980); 

section 208 of the INA (relating to asylum); 

section 212(d)(5) of the INA (relating 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). 

(b) 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. 

(c) The proposal would also allow state and local programs of assistance to utilize the same 
criteria for eligibility. 

Rationale: 

I 
Some aliens considered PRUCOL did not enter the United States as immigrants under prescribed 
immigration procedures 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 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, SSI, 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 chaJlenge in the 
courts. By providing in the law a listing of statuses and specifically citing the provisions of ~e 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. 
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SPONSOR-TO-ALIEN DEE.'I1lNG 


Current Law: Under immigration law and policies, most aliens laafotly admitted/or permanent 
residence and cenain aliem paroled imo the United States are required to have sponsors. 

Sections 16J4(j)(3), 1621(a), and 415 ofthe Social Security Act provide that in determining SSI and 
AFDC eligibility and benefit amoUIIJJor an allen, his sponsor's (and sponsor's spouse's) income and 
resources are deemed to the aJiClJ}Or 3 years after the alien's enJry iJUo the United States, Public 
Law 103-152 extends the period Ofspon.s()NO.aJkn deeming In rhe SSI program from 3 to 5 years for 
tlw.. applying tor benefits beginning January 1, 1994 and ending October I, 1996. For rhe SSI 
program, these deeming provisions do '"" apply to an alien who becomes blind or disabled after entry 
into the U.S. 1he F()()(/ Stamp program currently provides for a lhreewyear sponsor..fo-aJien deeming 
period. In general. most SSf and AFDC recipients are eligible/Or Medicaid benefits. However, title 
XIX ofthe Act-governing the Medicaid program-tioes not have provisions on sponsor4o~aJien 
deeming. Immigration law provides generally that an aiien who has resided coltlimwus!y in the 
Ualied Statestor at least 5 years q/ter being lall!foJly ndmiJted for permanent residence may file an 
appllcatinnfor U.S. citizenship. 

Drafting Sn~ 

(a) 	 Make permanent in the SSI program the five-year period for sponsor-to-alien deeming. , 
(b) 	 Extend sponsor-to-ali"" deeming from three to five years in the AFDC and Food Stamp 

programs. 

(c) 	 For the period between five and ten years after being lawfully admitted for permanent 
residence in the U.S., 00 sponsored immigrant shall be eligible for benefits under the AFDC. 
SSI. and Food Stamp programs, unless the annual income of the immigrant's SpOnsor is below 
the most recent measure of U,S. median famUy income. 

"Annual income" of the sponsor shall include the most recent measure of annual• 
adjusted gross income (AGJ) of the immigrant's sponsor; and the AG] of the 
sponsor's spouse and dependent children, if any. 

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

NOTE: 	 For example, CPS data on ]992 income is available in October of 1993. The 
measure or CPI~U is available in February 1994, which provides the measure. or 
wang. from 1992 to 1993. Applying the CPI-U to the 1992 income data yields 
the measure or median ramUy Income for 1993, which should be published in the 
Federal Register in Fehruury/Mardt 1994. This mea..,;ure williheil be compared 
to actual ramily itlC()me for 1993 which should be available aller April IS, 1994. 

(d) 	 Each year the Secretary of HHS shall publish in the Federal Register the median family 
income amount that wiJI be used to determine the eligibility of sponsored immigrants for the 
AFDC, 55l. 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. 

(f) 	 Effective with respect to applications filed and reinstatements of1eligibility 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 ofpersons receiving benefits. For example, in the SSt program the number ofinunigrants 
who received SSt in December 1992 was more than double the number who received benefits in 
December 1987. Twenty10ur percent ofaliens lawfully admitted for permanent residence on the SSI 
rolls in December 1992 came onto the rolls within 12 months after their 3-year sponsor-to-alien 
deeming period ended, indicating that the deeming provision is instrumental in delaying alien 
eligibility for SSI. Exlending the deeming period avoids increases in benefit program costs which 
would otherwise occur as a result of increasing immigration·into the United States. 

For example, under the SSt program, many elderly immigrants are sponsored by their children who 
ha~ signed affuiavits 0/ suppon. It seems equitable to require the children to continue to suppon 
their relatives beyond the 3-year (or 5-year) period, rather than allow the parents to obtain welfare 
entitlement benefits solely on the basis 0/age, panicu/arly if the sponsors are financially able to 
continue supponing the immigrants they have sponsored. Sponsors generally have sufficient income 
and resources to suppon their alien relatives as indicated by the fact that only 14 percent 0/ 
sponsored aliens on the SSI 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/or 
benefits if the sponsor's income and resources were depleted sufficienlly to meet eligibility criteria-as 
is the case with currenl law. This proposal merely requires sponsors to continue for a longer period 
oftime to accept financial responsibility for those inunigrants 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 


Current Law 

Emergency Assistance (EA) is an optional Stale complement to AFDC to provide immediate. short
lerm assistance, care or services to prevent the destitution ofneedy families with children. States 
have wide latitude /0 define the types ofemergency situations to be covered, the kind oj assistance and 
services to be provided and the financial and other eligibility contiitions. 

The enabling statUle (section 406(e) o/the Social Security Act) provides thal EA can be "furnished/or 
a period not in excess 0/30 days in any 12 month period.· The regulations at 45 CFR 233.120 
clarify thaJ Federal mtJIching Is avallablejor emergency assistance which a State au/hoThes during 
one period oj 30 consecutive days in any 12 consecutive months. including payments which are to 
meet needs which arose be/ore such 3O-day period or are jor needs which extend beyond the 3O-day 
period. 

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

In recent years, States have used the flexibility ofthe EA program to expand the types ofemergencies 
covered, the services and benefits provided and the period of time for which-benefits are aUlhorized. 
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 
attribUled to Stales shifting costs from unmalched Stale programs, and to covering services included 
under title JV-E, JV·B, and ntle XX ofthe Social Security Act to the emergency assistance program. 
With an open-ended entitlement, States use EAfunds to meet unfunded service needs, rather than 
developing effective collaboration among all programs which serve needy families. 

As an alternative to this uncontrolled ~rowth 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 al $425 million for FY 1995 and 
adjusted each year thereafter for inj/ation. Beginning in FY 2000. a State's allocation ofEA funds 
would be based entirely on their proportion ofAFDC program expenditures. Because current State 
spending on EA is quite disparate the allocation method will be phased in over 5 years to provide the 
fairest method possible. Such a cap will provide States sufficient Federal support and program 
flexibility 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. 

Ugisiative Saedfications 

(a) 	 Amend Section 403(a)(5) of the Social Security Act to establish a spending cap of $425 million 
for Emergency Assistancefor fiscal year 1995 and thereafter, indexed to the CPI for 
subsequent fiscal years. 
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(b) 	 Ament! Section 403(0.)(5) to establish a State allocation formula. Each State with an 
emergency assistance plan approved under TItle IV-A shall be emitlltd to 50 per centum ofthe 
total amount expetufed. buJ such paymenrs for any fiscal year in the case ofany State may not 
exceed the limitation described below. 

(c) 	 Amend Section 403 to establish a phased in allocation formula based on a combination oj (I) 
I!A claims for the base year, excluding those claimed under another program: and (2) a 
State's proportion oftotal AFDC experulitures lor the prior year. The base year for Eli 
claims will be the last 2 quarters Of FY 1993 and the first 2 quaners of FY 1994, Each 
State's llmitaJion will be determined as fol/aws: 

(I) for FY 1995, the amount determined by the ratio of20 percent of a Stale's proponion oj 
total AFDC expenditures for the prior year and &1% ofa Stme', proponlon Oftotal EA claims 
In tire base year: 

, 	 I 
(Ii) Jar FY 1996, the amount determined by ehe raIlo aJ 40 percelll ofa State's proponlon aJ 
total AFDC e;:pendituresjor the prior year and 60% ofa State's proportion oftotal EA claims 
lit the base year: 

(III) Jar FY 1997, the amount determined by the ratio of 50 percent oja State's proportion of 
total. AFDC expelldiJures jor the prior year and SO% Of (l Siale 's proportion of total EA claims 
I. tire base year: 	 ' 

(Iv) for FY 1998. the amount detennined by rhe ralio Of 60 perce/ll ofa Slate's proportion Of 
total AFDC expenditures for the prior year and 40% ofa State's proportion ofIOtai EA claims 
in the base year,' 

(v) for FY 1999. the amount determined by the ratio of8f) percent oja State>s proportion of 
(()tal AFDC expenditures for the prior year and 20% ofa State's proponion Oftoral EA claims 
in the base year; 

(vi) for FY 2(}()() and thereafter, the allocation oj £II fUnds will be distributed among th. 
States based on the mrio ofeach Slate's AFDC program expenditures to toral AFDC program 
expenditures. 

(d) 	 To provide States with fimher flexibility to design their Emergency Assistance programs and to 
lest diffi.~rent approaches, amerul Stction 1115(a)(1) 10 include section 406(e) among the 
sections which may be Y>'(lived by the Secretary, 

RegulatorY SJleCitication 

(a) 	 7hej/exJbility available to Slates within their EA programs would be described atu! expanded, 
tillier in reguimiolfS or in a series ofprogram instructions and technical assistance brochures. , 

(b) 	 Currently. States may combine the administrative costs of the EA program along with those 0/ 
the AFDC program and report these expenditures on one line item. To ensure that States do 
nor shift the staff costs ofproviding EA stIVices to administration, Form ACF 231 would be 
amended to require that all EA costs, bOlh programmatic and administrative be combined and 
reported as EA expenditures, 
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TITLE VI--CHILD SUPPORT ENFORCEMENT 

NOTE 	 ON REFERENCES 

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

o 	 NADp· means automated data processing: 

o 	 "eSE" means child support enforcement; 

o 	 ·FP~SM means the Federal Parent Locator Service; 

o 	 HIRSH means the Internal Revenue Service; 

o 	 "OeSE" means the Office of Child Support Enforcement in 
the Department of Health and Human services; 

o 	 referenoes to "IV-O* are to the eSE program under title 
IV-D of the Act; 

o 	 references to "IV_AM and to MAFOC N are to the program 
of aid to families with dependent children under title 
IV-A of the Act; -

, 
. 0 	 references to ·XIX· and to "Medicaid" are to the 

program of grants to States for medical assistance 
under title XIX of the Act; and 

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

Part A - Eligibility and O~ber Hatters Concerning 

Title IV-D Program Clients 


SEC. 601. eOOPERliirION REQUIREMENT AND GOOD CAUSE EXCEPTION-. 

Section 601 amends the CSE~ AFDC, and Medicaid statutes to 
require that, effective 10 months after enactment (or earlier,ac··· 
state option)-

o 	 the State CBB agency (rather than the AFDC and Medicaid 
agencies, as under current law) will make . 
determinations of whether applicants for AFOC and 
Medicaid are cooperating with efforts to establish 
paternity and obtain child support I or have qood cause 
not to cooperate; 

o 	 the AFOC and Medicaid agencies must immediately refer 
applicants to the CSE aqency. 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 child 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 identify him; 
and 

o 	 cooperation (except where good cause is found) is a 
precondition to eligibility for program benefits, 
except where the applicant is eligible for emergency 
assistance under title IV-A or is a preqnant woman 
presumptively eligible for Medicaid, where an appeal of 
a finding of lack of good cause is pending, or where 
the CSE agency has not made a timely determination, 

SEC. 602. STATE OBLIGATION TO PROVIDE PATERNITY ESTABLISHMENT 
AND CHILO SUPPORT ENFORCEMENT SERVICES. 

Section 602 requires State laws to require that-

a 	 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 operated by the IV-D agency
(see section 6.1 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 or its contractor (see section 622 of the 
bill)- 

o 	 on an after October 1, 1997, in all cases being 
enforced under the State plan; and 

o 	 on and after October 1, 1998, in all cases entered 
in' 'the central case registry. 

Section 602 amends the IV-O State plan requirements to 
eliminate distinctions between welfare recipi'ents and other 
applicants for IV-D services with respect to services available 
and fees for such services. No fees may be imposed-

o 	 after September 30, 1991, for application for IV-O 
services; or 

a 	 at any time E for inclusion in the central state 
registry, or for support collections through the 
centralized collections unit. ' 

State agencies may assess other fees not specified in statute 
only if they are doing so in FY 1994. 
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SEC. 	 603. DISTRIBUTION OF PAYMENTS. 

Section 603 amends the provisiona of title IV-O concerning 
the order of priority for distribution of child support 
collections, to provide that-

a 	 a family not receiving AFDC shall be paid the full 
amount of current support, plus arrearag9s for any 
period when the child was not of AFDC, before any 
amount is retained by the State to reimburse AFDC: 

o 	 the State would have the option f in the case of a 
family receiving AFDC, either to make distribution as 
under current law Or to pay tbe family the full amount 
of current support due before retaining any amount to 
reimburse the AFOC agency; 

o 	 where the parent owing support marries (or remarries) 
the custodial parent, and the parents' combined income 
is leas 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 
regulations-

o 	 under title IV-Of establishin9 a uniform national 
standard for distribution where a parent owes support 
to more than one f~ly; and 

o 	 under title IV-A, establishing standards for States 
choosing the alternative distribution formula, to 
~nimize irregular monthly payments to AFOC families. 

Finally, this section t t0gether with the corresponding 
amendment to title IV-A in title of this bill, increases the 
amount of monthly suppnrt ta be paId to the family by the CSE 
agency and disregarded for purpnses of AFDC eligibility and 
benefits. ~he new "passthrough and disre9ard" amount would be 
the curent $50 increased by the CPI. or such' greater amount as 
the State may choose. 

SEC. 	 604. DUE PROCESS RIGHTS. 

Section 604 requires State IV-O plans, effective October 1, 
1996, to provide for procedures to ensure that-

o 	 parties to cases in which IV-O services are being. 
provided receive notice of all proceedings in which 
support obligations might be established or modified, 
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and of any order establishing or modifying a support
obligation within 10 days of issuance; and 

o 	 individuals receiving IV-O services have available to 
them fair hearing or other formal a: complaint
procedure. 

SEC. 	 60S. PRIVACY SAFEGUARDS. 

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

SEC. 	 606. REQUIREMENT TO FACILITATE ACCESS TO SERVICES. 
I 

Section'60G requires State IV-D.plans, effective October 1, 
1996 t to include outreach plans to increase parental access to 
CSE services, including plans responding to the needs of workinq 
parents and non-English-speaking parents. 

Part B - Program Administration and Funding 

SBC. 	 611. FEDERAL MATCHING PAYMENTS. 

Section 611 increases the basic Federal matching rate for 
State IV-D programs (currently 66 percent) to 69 percent for FY 
1996, 12 percent for FY 1997, and 75 percent for FY 1998 and 
thereafter. 

For FY 1999 ,and succeeding years I a State may qualify for eo 
percent Federal matching by operatinq a unified program in 
which-

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 agency); 

o 	 all personnel carrying out the IV-O program are State 
agency employees, or employees of contraotors directly 
responsible to such State agency (with limited 
exceptions permitted by the Secretary); 

o 	 the non-Federal share of program funding is 
appropriated at the State (not the local) level; and 



DRAFT - 5/20/94 - Page 5 

o 	 there are in effect uniform Statewide procedures and 
forms for caso processing and for the handling of 
complaints. 

Section 603 also adds a maintenanoe 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 612 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 
quarters beginning on and after the date of enactment) providing 
for a penalty reduction of AFDC matching payments where Federal 
auditors conclude that a State's CSE program does not comply 
Bubstantially with IV-D requirements! 

o 	 Section 452(9) is amended to make minor and technical 
amendments to the formula for determininq the paternity 
establishment percentage under the IV-D program (the 
amendments correct errors introduced by OBRA 1993)4 

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 l and to be 
canceled if all deficiencies are eliminated by the end 
of that year.

\ 

The Secretary would specify in regulations the levels of 
accomplishment (or improvement) needed to qualify for each 
adjustment rate. States .would report performance data after the 
end of FY 1995 and each succeeding year; the Secretary would 
determine the amount (if any) of adjustment due each State,· based 
on such datal and would apply the adjustment to matching payments 
for the succeeding fiscal year (beginning with FY 1997). 

SEC. 	 613. AUTOMATED DATA PROCESSING. 

Section 613 reorganizes and clarifies title IV-D State plan 
requirements concerning automated data processing, and adds 
requirements that the State,aqency ADP system (1) be used to 
calculate the State's performance for purposes of the incentive 
and penalty adjustments under sections 403(h) and 458; and (2) 
incorporate safequards on information integrity and security. 
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This section also revises to the statutory provisions for 
State implementation of all Federal ADP requirements (currently 
required by October 1, 1995), to provide that: , 

o 	 all requirements enacted before OBRA 1993 are to be met 
by October 1. 1995. except to the extent waived by the 
Secretary; , 

o 	 all requirements (including those enacted in OBRA 1993 
and this bill) are to be met by October 1, 1998; and 

o 	 the Secretary may waive the 1995 deadline for any 
element of a State's ADP system affected by the 
provisions of OBRA 1993 or this bill, if the State 
demonstratas that an extension is needed and that the 
requirement can be met by the 1997 deadline. 

The 90 percent Federal matching for ADP start-up costs is 
extended through FY 1998. 

(For additional AOP requirements, see sa'otions 621, 622, 
635, and 652.) 

SEC. 	 614. FEDERAL AND STATE REVIEWS AND AUDITS,· 

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

o 	 A new State plan element requires the States annually 
t~ determine I and report to the Secretary concerning-

o 	 oompliance with Federal performance requirements; 
and 

o 	 conformity with State plan requirements. 

o 	 The secretary's responsibilities are revised to 
require- I 

1 

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

o 	 evaluation of elements of State pro9rams in which 
significant deficiencies are indioated by the 
State reports; and 
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Q 	 tr~enni41 audits of State reporting systems and 
financial management# and for" other purposes the 
secretary finds necessary. 

SEC. 	 615. DIRECTOR OF CSE PROGRAM; TRAINING AND STAFFING. 

Section 615- , 
, 

o 	 eliminates the requirement that the·individuai 
responsible for day-to-day operation of the Federal CSE 
program report directly to the Secretary; 

o 	 requires the Secretary to develop a national training 
program for State IV-D direotors, and a core curriculum 
and training standards for State agencies; 

o 	 requires State IV-D agencies to have training programs
consistent with the national standards and currioulum, 
and to provide for initial and on90in9 training of all 
staff, and permits them to use IV-D'funds for training 
of non-agency personnel with related responsibilities 
(including judges, law enforcement personnel~ and 
social workers); 

o 	 gives the Secretary discretion to provide 100 percent 
Fedaral matching for up to $5 million for FY 1995 and 
each succeeding fiscal year for State expenses for 
interstate exchanges of training and technical 
assistance~ and for technology transfers; and 

o 	 requires the Secretary to study and report to Congress 
on the staffing of aach State's CSE program (including 
a review of needs created by reqUirements for ADP 
systems, central case re91striest and centrall~ed 
support collections). ' . , . ' 

SEC. 616. FUNDING FOR SECRETARIAL ASSISTANCE 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 percant'of 
the Federal share of child support collections on behalf of AFDC 
recipients for the preceding fiscal year, for use for assistance 
to State IV-D agencies throu9h 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, effeotive with respect to FY 1994 and succeeding 
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fisoal years, to conform the requirements to the changea made by 
th.e bill, and to eliminate requirements for unnecessary or 
duplicative information. 

Part C - Locate and Case Tracking, 

SEC. 	 621. CENTRAL STATE CASE REGISTRY. 

Seotion 621 requires the State IV-D agency's ADP system-

a 	 to perfor.m the functions of a single central registry 
containing records with respect to each 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 after october 1. :1991); 

o 	 for each case, to maintain and regularly update 8,' 

complete payment record of all amounts collected and 
distributed; amounts owed or overdue (including 
interest or late payment penalties and fees); and the 
termination date of the support obligation; 

o 	 regularly to update and monitor case records on the 
basis of information on judicial and administrative 
actions # proceedings, and orders relating to paternity 
and support; information from data matches; information 
on support collections and distributions; and other 
relevant information; and 

o 	 to extract data for purposes of sharinq and matching 
with Federal, in-State, and interstate data bases and 
locator services# including the FPLS. the data bases 
created by this bill t and other State IV-O agencies. 

SEC. 622. 	 CENTRALIZED COLLECTION AND DISBURSEMENT SUPPORT 
PAYMENTS. 

Section 622 requires State IV-D aqeneies on and afterr 

October 1. 	1997-

o 	 to operate a centralized. automated unit for collection 
and disbursement of child support which-

o 	 is operated directly by the State IV-D agency or 
by a contractor responsible d~rectly to the State 
agencYi 

o 	 collects and disburses support in all cases being 
enforced by the State agency (including all cases 
under orders entered on or after OCtober 1, 1991); 
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o 	 uses automated procedures, electronic proces,ses. 
and computer-driven technology to the maximum 
extent feasible~ efficient l an~ economioal; and 

o 	 is ooordinated with the State agency's AO~ system; , 
o 	 to use the State agency ADP system to assist and 

facilitate the operations of the centralized 
collections unit, through functions including-

a 	 generation of wage withholdin9 notices and orders 
to employers; 

o 	 ongOing monitoring to promptly identify 
nonpayment; and 

o 	 automatic usa of administrative enforcement 
mechanisms (see section 635 of the bill); and 

o 	 to hav'c sufficient State staff (including State 
employees and contractors} to carry out these 
monitoring and enforcement responsibilities. 

SEC. 	 623. AMENDMENTS CONCERNING INCOME WITHHOLDING. 

Section 623 requires state laws conoerning inoome 
withholding to provide-

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

o 	 that e~ployers withholding wages must forward payments 
to the State centralized collections unit within 5 
working days after the amount withheld would otherwise 
have been paid to the employee; . 

o 	 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 collections unit. 

This 	sectIon also makes amendments-

o 	 oonforming the income withholding reqUirements to the 
requirement for a centralized State collections unit; 
and 
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o 	 requiring the secretary to promulgate regulations 
defining income and other terms for purposes of title 
IV-D. 

SEC. 624. LOCATOR INFORMATION FROM INTERSTATE NETWORKS AND 
LABOR UNIONS. 

Section 624 adds a requirement for State laws providing-

a 	 that the State will neither finance nor use any 
automated interstate locator system network for 
purposes relating to motor vehicles or law enforcement 
unless all Federal and State IV-O agencies (including 
the FPLS and the new Federal data matching services)
have acoess on the same basis 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 request, locator 
information (relating to residence and employment) on 
any union member against whom a paternity or support 
obligation is sought to be established or enforced. 

SEC. 	 625. NATIONAL CHILD SUPPORT ENFORCEMENT CLEARINGHOUSE. 

Section 625 amends title IV-D to require the Secretary to 
establish. by October 1, 1997, two new automated data matching 
services designed to locate individuals (and their assets) for 
CSB 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 central case registry, based on information 
furnished and regularly updated by State IV-O agencies. 

o 	 The National Directory of New Hires would contain 
identifying information (1) supplied by employers, 
within 10 days of hiring, on each individual hired on 
or after October 1, 1997, and (2) supplied quarterly by 
State agencies administering unemployment compensation
laws. in such format and containing such information as 
the Secretary may require. (The S~cretary would 
provide for reasonable retmbursement for this 
information.) 

The Secretary. through the Social security Administration l 

would verify the accuracy of social security numbers reported. 
These data bases would be matched at appropriate intervals with 
each other~ with locate requests to the FPLS, with data bases 
maintained under title IV-A, and with return information 
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maintained by the Internal Revenue Service (IRS) (1) for any 
purpose related to establishing paternity and security support of 
children under title IV-D, and (2) to enable IRS to verify the 
accuraoy of return information. The Secretary would report 
information resulting from data matches to concerned States," 

This 	section makes related amendments--" 

o 	 to the Internal Revenue Code of 1986, subjeoting an 
employer failinq to make a timely report concerning an 
employee to the Directory of New Hires to an excise tax 
equal to 1 percent of the employee ',8 waqos; 

o 	 to 5 U.S.C. 552a (the Privacy Act), to exempt from 
certain requirements concerning computer matching (as
added by the computer Hatching and privacy Protection 
Act of 1988) matches performed, by the FPLS or by the 
data bases created by this section I solely for the 
purpose 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 
security agencies to furnish wage and unemployment
compensation information to the Directory of New Hires. 

SEC. 	 626. EXPANDED LOCATE AUTHORITY. 
, 

Section 626 makes various amendments to remove legal 
barriers and otherwise increase the effectiveness of electronic 
data matohes for CSE purposes. The FPLS authority is amended-

a 	 to bro~den the purpose of the FPLS to include looatinq 
information on wages and other employment benefits, and 
on other assets (or debts), for purposes of 
establishing or setting the amount of support 
obligations; , 

o 	 to require the FPLS to obtain information from consumer 
reporting ~gencies; and 

o 	 to authorize the Secretary to Bet reasonable rates for 
reimbursement to other Federal agencies, state 
agencies, and consumer reportinq agencies for the costs 
of providing information to the FPLS. 

This section also makes complementary amendments to other lawst 
as follows: 
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o 	 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 information#, as under current 
law). 

o 	 Section 6103(1)(6) and (8) of the Internal Revenue Code 
of 1986 (providing for IRS and Social Security 
Administration disclosures of tax return information to 
Federal, State, and local CSE agencies) are amended-

o 	 [NEW.) to require disclosure of any information in 
the master files of the IRS (rather than only 
return information) relevant to CSE activitiea; 

o 	 (UNDER DISCUSSION WITH TREASURY,] to provide that 
agents and contractors of CSE aqenoies are 
included within the definitions of these agencies 
for purposes of such disclosures; and 

o 	 to permit disclosures by the Social Security 
Administration to OCSE and the 'FPLS. , 

SEC. 627. STUDIES AND DEMONSTRATIONS CONCERNING FEDERAL PARENT 
LOCATOR SERVICE. 

Section 627 requires the Secretary- , 
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 fun~ State demonstrations testing automated data 
exchanges with other State data bases., 

SEC. 	 628. USE OF SOCIAL SECURITY NUMBERS. 

Section 628 requires State laws requiring the recording of 
social security numbers of the parties On marriage licenses and 
divorce decrees, and of parents on birth records and child 
support and paternity orders. 

, 
This section also makes an amendment to title II of the Act, 

to clarify that social security numbers of parents must be 
recorded on childrenJs birth records, but that this requirement 
authorizes release of social security numbers 'only for purposes 
related to child support enforcement. 

Part D - Streamlining and Uniformity of Procedures 
I 
I 
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SEC. 	 635. STATE LAWS PROVIDING EXPEDITED PROCEDURES. 

Section 635 requires State laws to give the State lV-D 
agency the authority (and recognize and enforce the authority of 
State 4qencies of other States), to take the following aC,tions 
relating to establishment of enforcement of support orders 
without obtaining any judicial or administrative order (but
subject to due process safeguards): 

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

o 	 to order genetic testin9 for paternity establishment 
where appropriate preconditions are met; 

o 	 to enter a default order-

o 	 establishing paternity (where a putative father 
refuses to submit to genetic ~estin9); and 

o 	 ,to establish or modify' it' suppor't obligation. where 
an obligor or obligee fails to respond to notice . 
to appear; 

o 	 to subpoena financial or other information needed to 
establish. modify # or enforce an order~ and to sanotion 
failure to respond to a subpoena; 

o 	 to obtain access (includinq automated access, 1f 
available), subject to appropriate safeguards, to-

o 	 records of other State and local government 
aqencies 1 including records on vital statistics; 
t~x and revenuej real and titled personal 
property; occupational and professional licenses; 
ownership and control of corporations and other 
business entities; employment security; public 
assistance; law enforcement and motor vehicles; ',' 

o 	 customer records of public utilities; and 

o 	 information held by financial' institutions on 
individuals who owe or are owed' support (or 
aqainst or with respect to whom a support
obligation is sought)i ' 

o 	 to order wage or other income withholding; 

o 	 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-

a 	 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); 

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

o 	 to increase monthly support payments to 
include amounts for arrearages. 

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

Sect:ion 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 di~~gence has otherwise been exercised in 
attempt~ng to locate such party); 

o 	 procedures ensuring Statewide jurisdiction in child 
support cases, under which the IV-O 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-O 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 ~equires States, by January 1# 1996/ to adopt in 
its entirety the Uniform Interstate Family Support Act, with the 
following modifications and additions. 

o 	 the State law i. to apply in any oase (1) involvinS an 
order established or modified in one State and for 
which a sUbsequent modifioation is sought in another 
State; or (2) in which interstate activity is required 
to enforce an order; 

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

o 	 the State law shall provide that the State may modify 
an order issued in another State if (1) all parties do 
not reside in the ~ssulng Stata, and either reside.in 
or are subject to the jurisdiction of,-the State in 
question; and (2) (if any o.ther State is exercisin9 or 
seeks to exercise jurisdiction)# the conditions 
applicable to simultaneous proceedings are met to the 
same extent as required for proceedinqs to establish 
<?,rders; 

o 	 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 
no longer present in that State; _: 

o 	 the Sta'te law shall recoqnize as v~lid service of 
process upon persons in the State by any means 
acceptable in the State which is the initiating or 
responding State in a proceeding: 

o 	 The State must have procedures requiring all public and 
private entities in the State to provide promptly, in 
response to the request of the IV-D agency of that or 
any other State, information on employment, 
compensation. and benefits of any employee or 
contractor of such entity~ 

Section 636 provides for expedited appeial 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 residence. 

http:reside.in
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Part E - Paternity Establishment
• 

SEC. 640. STATE LAWS CONCERNING PATERNITY ESTABLISHMENT. 

Section 640 amends the provisions ooncerning State laws on 
paternity establishment to require such laws-

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

o 	 to provide authority to order genetic testing upon 
request of a party when such request is supported by a 
sworn statement,establishinq a reasonable possibility 
of parentage; 

o 	 to require 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 to obtain additional testing (upon 
advance payment} where test results are disputed; 

o 	 to require the State 'to admit into evidenoe results of 
any genetic test that is of a type acknowledged by 
accreditation bodies designated by the Secretary as 
having a high probative value on the issue of 
paternity, and performed by a laboratory approved by 
such an accreditation body; 

o 	 to make cooperation by hospitals and other health care 
facilities in voluntary paternity acknowledgment 
procedures a condition of Medicaid participation; 

o 	 to require any State that treats a voluntary 
acknowledgment as a rebuttable presumption to provide 
that the presumption becomes conclusive within one year 
(unless'rebutted or invalidated); 

o 	 to provide that no judicial or administrative 
proceedings are required or permitted to ratify an 
unchallenged acknowledgment of paternity: 

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

o 	 to require issuance of an order for temporary support, 
upon motion of a party, pending an administrative or 
judicial dete.pnination 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; 

o 	 to grant discretion to the tribunal establishing 
paternity and support to waive rights to amounts owed 
to the State (but not to the mother) for costs relating 
to pregnancy, childPirth, genetic testing, and child 
support arrears, where the father oooperates or 
acknowledqes paternity; . 

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 actions. 

SEC. 	 641. OUTREACH FOR VOLUNTARY PATERNITY ESTABLISHMENT. 

Section 641 requires State IV-D plans, effective October l~ 
1996, to provide that the State will publicize the availability 
and encourage the use of prooedures for voluntary establishment 
of paternity and child support, which-

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

o 	 may include programs to educate expectant couples on 
rights and responsibilities relatio9 to paternity, in 
which all expectant IV-A recipients may be required to 
participate) . i 

'" 

90 percent Federal matching would be available for the above 
outreach activities in quarters beginning on and after October 1# 
1995. 

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

Section 642 provides for reduction of Federal matching 
otherwise payable to a State IV-A program, for quarters beginning 
10 months or more after enactment of this bill, for failure to 
establish paternity for children born 10 months or more after 
enaotment who are receiving public assistance, whose mothers or 
custodial relatives have cooperated vith State agency efforts for 
the entire preceding year, but for whom paternity has not been 
established. The reduction formula would be established in 
regulations; it would equal the product of tI) the number of such 
children in the State (after making allowance for a tolerance 
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leval of a peroentage of such children, ranging from 25 percent
for FY 1997 to 10 percent for FY 2000 and succeeding fiscal 
years); (2) the avera9c monthly payment under title IV-A; and (3)
the applicable Federal matching rate under title IV-A. 

SEC. 643. INCENTIVES TO PARENTS TO ESTABLISH PATERNITY. 

Section 643 authorizes the Secretary to approve IV-O State 
plan amendments providinq 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 demonstrations providing financial incentives 
to families for establishment of paternity. 100 porcent Federal 
matchlnq would be ava~lable under title iV-O for State paymnents 
to families under these demonstrations. 

'. . 
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Part F - Estab1ishment and Modi£ication of support Orde~s 

SEC. 	 651. NATIONAL COMMISSION ON CHILO SUPPORT GUIDELINES. 

Seotion 651 provides for establishment of a National 
Commission on Child Support Guidelines to consider whether a 
national' child support guideline is advisable and t if so, to 
develop a proposed guideline for congressional consideration. 
The Commission is to consider matters including the adequacy 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 child care~ health carel and special
needs; the appropriate duration of support; and i~sues raised by 
shared custody. 

The Commission would have 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 Committee; 
and 6 appointed by the Seoretary. Members would be appointed by 
March I, 1995, and would make a final report to the ~residcnt and 
the Congress within 2 years after appointment~ 

Appropriations are authorized of $1 million for each of FYs 
1995 and 1996, to remain available until expended. ' 

SEC. 652. STATE LAWS CONCERNING MODIFICATION OF CHILD SUPPORT 
ORDERS. 

Section 652 requires States, effective October 1* 1999, to 
have in effect laws concerning modification of child support 
orders under which-

o 	 the IV-D agency modifies all support orders (including 
judicial'orders) included in the central case registry, 
in acoordance with State 9uidelines on award amounts; 

o 	 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 
has requested review, or unless both parents decline 
modification in writinq. 

o 	 support orders must be reviewed upon the request of 
either parent whenever either parent 7 s income has 
changed by more than 20 percent, or other substantial 
changes in circumstances have occurred I since the order 
was established or most recently reviewed. 
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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 proce~a 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 prooess of 
modifying child support awards. 

Part G - Enforcement of Support Orders 

SEC. 661. REVOLVING LOAN FUND FOR PROGRAM IMPROVEMENTS TO 
INCREASE COLLECTIONS. 

Seotion 661 authorizes appropriation of $100 million for FY 
1995 t to remain available without fiscal year limitation, to 
establish in title IV-D a revolving fund for loans by the 
Secretary to States for short-term projects making operational 
improvements in State and local IV-O programs with the potential 
for achievinq substantial increases in child support collections. 
Loans from the fund could not exceed $5 million·.per State or $1 
million per project (or $S million for a single Statewide projeot 
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 repayment in 3 years. 

SEC. 	 662. FEDERAL INCOME TAX REFUND OFFSET. 

Section 662 lnakes amendments, effective January 1, 199"6, 
relating to the authority to offset child support arrearages 
against Federal income tax refunds, as follows: , 

o 	 The Internal Revenue Code of '1986 is 'amended to provide 
for offset of child support arrears (whether owed to 
the family or assigned to the State) against income tax· 
overpayments-

o 	 [UNDER DISCUSSION WITH TREASURY,) before offset 
against current Federal tax liabilities; and 

o 	 before offsets for other debts owed Federal 
agencies. 

, 

o 	 Title IV-D is amended-

o 	 to eliminate disparate treatment of families not 
receivin9 public assistance. by repealing 
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provisions (applicable only to support arrears not 
assigned to the State) that-

a 	 make the offset available only for minor or 
disabled children who are still owed current 
support; 

o 	 setting a higher threshold amount of arrears 
before tax offset is 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 
a9ainst the refund. 

SEC. 	 663. INTERNAL REVENUE SERVICE COLLECTION OF ARREARS. 

Section 663 makes amendments t effeotive January 1, 1996-

o 	 to title IV-D, eliminating (1) the threshold 
requirement that States make diligent efforts to 
collect arrears by alternative means; -.and (2). the 
requirement that States repay to the IRS its costs of 
collection; and 

o 	 to the Internal Revenne Code of 1986" (1) requiring the 
IRS to assess collection fees against the obligor, to 
be collected throuqh the IRS full collections mechanism 
and credited to the IRS appropriations account; and (2) 
barring impo~ition of additional fees for adjustment to 
the amount of arrears previously certified with respect 
to the same obligor. 

SEC. 664. AUTHO~ITY TO COLLECT SUPPORT FROM EMPLOYMENT-RELATED 
PAYMENTS BY UNITED STATES. 

Section 664 amends title IV-D, effective October 1, 1995, 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.S. employment 
income the same as income from any other employer for purposes of 
the income withholding provisions of title IV-D. 

This section also amends 10 U.S~C. to remove barriers to 
availability of military retirees' compensation for payment of 
child supportt by makin9 clear that these funds can be reached by 
administrative as well as judicial orders, and to provide for 
payment through a designated governmental entit~. 

SEC. 	 665. LIENS. 
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Section 665 amends the title IV-O requirements for State 
laws concerning liens with respect to child support arrears' to 
require-

a 	 centralized (and if possible automated) recordation; 

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

o 	 that the full amount of such liens (including 
arrearages accruing later) take precedence over any 
later-recorded liens; and 

o 	 that such liens may be imposed whenever arrears equal 
or exceed two months' support. 

SEC. 	 666. VOIDING OF FRAUDULENT TRANSFERS. 

Section 666 requires States to have in effect the Uniform 
Fraudulent Conveyance Act of 1981 t the Uniform' Fraudulent 
Transfer Act of 1984¥ or an equivalent law providing for voiding 
of transfers of income or property made to avoid payment of child 
support. 

SEC. 	 667. STATE LAW AUTHORIZING SUSPENSION OF LICENSES. 

Section 667 requires enactment of laws qivinq the State 
authority to withhold, suspend, or restrict use of driver's 
licenses, professional and occupational licenses, and 
recreational 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 l\RREARAGES TO CREDIT BUREAUS. 

Section 66a 'amends the requirement for a State law providing 
for the reportinq of child support arrears to consumer credit 
bureaus (which currently must permit such reporting) to require 
such reporting, at no charge to the credit bureau I when payment 
is one month overdue. 

SEC. 669. EXTENDED STATUTE OF LIMITATION FOR COLLECTION OF 
ARREARAGES . 

Section 669 requires that State law provide a statute of 
limitations on child support arrears extending at least unt.il the 
child reaches age 30~ (This amendment would not require a State 
to revive any payment obligation which had lapsed on the 
effective date of tbe State law.) 

SEC. 	 670. CHARGES FOR ARREARAGES. 
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Section 670 requires State laws to provide, not later than 
October 1, 1997, for assessment of interest or penalties for 
child support arrearaqGs. 

SEC. 	 671. VISITATION ISSUE BARRED. 

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

Part H - Amendments to Other Laws 

SEC. 681. NO INCOME TAX DEDUCTION FOR CHILD OWED PAST-DUE 
SUPPORT. 

Section 681 amends the Internal Revenue Code of 1986, with 
respect to tax years beginning on and after January I, 1996# to 
deny any exemption for a dependent-child for whom a taxpayer owes 
child support for the tax year which is two months or more past 
dUE>. 

SEC. 682. TREATMENT OF SUPPORT OBLIGATIONS UNDER BANKRUPTCY 
CODE. " 

Section 682 amends the Bankruptcy Code (11 U.S.C.), 
effeotive October 1, 1995, to provide-

o 	 that the commencement of a bankruptcy proceeding will 
not stay the commencement or continuation of a judicial 
or administrative proceeding on the issues of paternity 
or child or spousal support; 

o 	 for development by the JUdioial Conference of the 
united States of a simplified form and filing procedure 
to be, u'sed by child support creditors of a bankruptcy 
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 family 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.S.C., effective October 1, 1995, to 
provide that the Secretary of State, upon a showing by the 
Secretary of HaS or a State IV-D agency that an individual owes 
child support arrears of oveF $5,000, must refuse to issue a 
passport to the individual and may_ revoke or restrict a- passport 
already issued. For purposes of enforcing this provision, the 
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secretary of State would have access to OCSE records concerninq
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 demonstration8 beginning in FY 1996 and lasting from
1 

7 to 10 years t providin9 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 child, and from $3,000 to $4,500 for a family
with four or more children. States could require absent parents 
with insufficient income to pay support to work off support by 
partiCipating in work programs. 90 percent Federal matching 
would be available from. appropriations for payments to States 
under title IV-D. 

SEC. 692. MINIMUM BENEFIT DEMONSTRATIONS. 

Section 692 requires the Secretary to fund qrants to at 
least 2 States for demonstrations, beginning in FY 1990, 
providing minimum child support of $50 per child per month. To 
qualify 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. Eligible 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 in work programs. 90 percent Federal matching 
would be available from appropriations for payments to States 
under title IV-O. 

SEC. 693. SOCIAL SECURITY ACT DEMONSTRATIONS. 

Section 693 amends section 1115 of the Act to eliminate the 
requirement that IV-O demonstrations may not result in increased 
costs to the Federal Government under AFOC. 

Part J - Access and Visit:ation Grants 

SEC. 691. 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 
.visitation of their children. The pro9ram would be funded at $5 
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million for each of FYs 1996 and 1997, and $10 million per year 
thereafter; Federal funding would be available to match 90 
percent of a State~9 expenditures up to the amount of ita 
allotment under a formula based on the nurubers of children 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 - Effect of Enact.ment' 

SEC. 	 695. EFFECTIVE OATES. 

Section 695 provides that, except as otherwise specified-

o 	 provisions of this title requiring enactment of State 
laws or revision of State IV-D plans shall become 
effective October 1, 1995; and 

o 	 all other provisions of this title become effective 
upon enactment, 

subject to the proviso that, in the case of any provision 0'£ this 
title requiring enactment or amendment of State ·~aws, 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. 	 696. SEVERABILITY. 

Section 696 provides that the provision.of this title are 
severable I and that any provision found invalid will not affect 
the validity of any other provision which can be given effect 
without regard to the invalid provision. 

http:provision.of


WORKING GROUP ON WELFARE REFORM, 
FAMILY SUPPORT AND INDEPENDENCE 

MEMORANDUM FOR 	 MEMBERS OF THE WORKING GROUP ON WELFARE REFORM, 

FAMILY SUPPORT, AND INDEPENDENCE 


FROM; 	 MARY JO BANE 
DAVID T. ELLWOOD 

,BRUCE-REED', 
~WORKING-GROUP CO-CHAIRS 

RE; 	 WELFARE REFORM LEGISLATIVE SPECIFICATIONS 

OTHER PROVISIONS 


DATE: 	 May 12. 1994 

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 por~ion of the plan, we invite you to review these 
specifications, To expedite this process# we need your comments 

,DO later thaD 9 am. Thursday, MaY 19. Any major policy concerns 
identified by that time will be resolved and 'reflected in the 
legislative language on the prevention, Making Work pay, and 
Improving Government. Assistance provisions which we will submit 
to OMB for clearance withih the Administration. Please address 
your comments to Wendall Primus. He can be reached by talephone 
at 690-7409, or fax at 690-6562. 

This package is the second of three planned segments we are 
distributing for review. ~he next package should include the 
JOBS/time limits/WORK prov.isions and some other remaining issues 
not included here. We expect it will be available for your 
review in the next week or so. Thank yOll, 

Attachment 

Addressees: see attached list 

A6.fO$p~ &Jflding • 370 L 'Enfant Pl'amen8d8~ S.W. • Suits 600 • W.tnhlngton~ D.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 
Fernando Torres-Gil 
Jeff Watson 
Kathi Way 
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PREVENT TEEN PREGNANCY \>kt'JEW"') / A~ "1 
AND PROMOTE PARENTAL RESPONSIBILITY 	 I' 

A. 

I. 

NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE 

Teen Pregnancy Prevention Mobilization Grants and Establishment of a Nati~n 
Clearingbouse on Teen PrCj!nancy 

. ~ ,1S'1 
'"1\pnJ1 
. t;\"\\,,11 
l'I .. MfI 

Current Law 

There are numerous Federal programs rhat address the issue of teell pregmmcy prevention. indudl \ 
repeat pregnancies. Some focus specifically on teen pregnt1l1C)', but given that the multiple prob{em~' 
adolescents/ace afe often imcrreiared, the specific problems thaJ Olher programs emphasize (e.g., 
substance abuse•.education) afe also reialed to atioiescem pregnancy prevention. Curren! federal 
effons include HHS's family planning grants, maternal and child health programs, adolescent health 
programs. runaway and homeless YOUlh programs, and alcohol and SubsllJnce abuse prevention 
programs, Department ofEducation ejJons include drop-oUJ prevention, drug-free schools and 
communities programs, and postsecondary education outreach and student support services programs; 
and the Department ofLahar eifons include New Chance, Youth Fair Chance, JTPA programs, and 
the Young Unwed Fathers Project. There are also programs in the Departments ofHousing and 
Urban DevelopmelU. Agriculture, Justice, Interior o.rui Defense. 

The rise in QUI-of-wedlock births 10 leen parents over the past generation luis raised the issue of teen 
pregnancy to ootiona/ significance. The number ofbirths to unwed teen m(}fhers increased from 
92'(XX) in 196() (0 368.000 in 1991. Cases headed by unwed molhers accounted for aboUl four-fifths 
of the growth oj 1.1 million in the welfare rolls over the past ten years, from 3.86 milliontamflies in. 
1983 to 4.97 families io 1993. 

; 	 Ado/esccms who bring children into the 'world face a very difficult time gelting themselves OU! Of 
pow~rty, while young people who graduate from high school (llU./ defer childbearing until they are 
mature, married and able to support their offspring are far more likely to get ahead. Both parenfS 
bear responsibility for providing emotioltlJl and materiaJ support. The- overwhelming majority of 
teenagers who bring children into the world are not yet equipped to handle this fundamental 
obflgation, 

There will be a lUUional campaign to address the probLem a/teen pregnanc),. The non-legislative 
aspects Of this campaign are a Mtional mobiliuuion that pulls together business. MIlanal and 

-community voluntary organizations. religious institUlions, schools. and the media behind a shared and 
urgent challenge directed by Ihe President; the announcement 0/national goals mdefine the miSSion 
and to guide the work oj the national campaign; and, the establishment 0/a privately funded non~ . 
profit, non~partisan entity committed to the gools and mission of the national campaign. 1JU!se are 
the t~,\'sential building-blocks of a comprehensive campaign/or youth balancing apponunity and 
rcsponJibilUy across·the full range 0/ Administration youlh initiatives, including Goals 2000, School
to~Work, the he()/th clinics proposed wuJer the Health Security A.ct. the after-school and jobs 
programs included in the prevention package in the Crime Bill, os weil as the prevention strategies 
prvposed below us part of welfare reform. 

I
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A Teen Pregnancy Prevention MobiliVlJlon Grant Program is proposed YJhete about 1,000 schools 
and comnumily..based programs would be provided flexible grams where tl;.ey can implement leerz 
preglUlIJCY prevenJwn program models with recorib ofpromising results, funding would be targeted 
to sclwols with the highest concentration a/youth at~risk and 'WOuld be available to both middle and 
high schools. The goal 'NOuJd be l(J lWU'k with youth as early as age 10 and establishing colltinuous 
contact and iflVQ/vemenJ through gratiuotionjrom high sclwol, To establish a visible and effective 
presence. these programs would coordinate a team ofindividuals provided by !he Corporation jor 
National and Community Service. 

Let:i~lative Specifications 

(.) 	 Establish a separate authority under the Title XX of the Social Security Act for grants to 
promote the development, operation ex .~ion. and improvemern of school~b~ adoleseem 
pregnancy prevention programs i 19b poverty areas. 

(b) 	 The grantees shaH be entitled to payment of at least $75,000 and not more than $300.000 each 
fiscal year for five years. The grant amount will be based on an assessment of rhe scope of 
the proJ10sed program and the number of children to be served by the program. 

(t) 	 The grant.. will he jointly awarded by the HHS. Education, and the Corporation on 
Community and National Service, in consultation with other Federal depat'tmenl~ and 
agencies. 

(d) 	 Eligihle grantees are Jocal education agencies, in partnership with one or more communlty~ 
based organization, institution of higher education, or public or private nonprofit agency or 
organization, on behalf of one or more eligible schools. Grantees would have to be located in 
it high poverty area defined as an area that lncludes a high schoo! and feeder schools and 
whose attendance area is extremely high poverty and hat; high rates of teen hirths and AFDC 
receipt. Geographic disuibution, including urban and rural distribution. would be taken into 
account in selection of grantees. 

(e) 	 Each program would work with middle and high school age youth to establlsh continuous 
contact and involvement through graduation from high schooL 

(f) 	 Individual grantees will, taking local needs and resources into account, design and implement 
promising programs to prevent teen pregnancy. Possible approaches include targeted 
incentive systems and a focus on health counseling and services. Existing successful 
programs-including those now operated by national voluntary organizations~-wQuld be 
encouraged to apply for funds to e~pand and upgrade their services. 

(g) 	 Grantees would he given a great deal of flexibility in designing their program. However, 
core components at each site must include: 

• 	 Curriculum 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 best practice.'i suggest that these educational activities 
should focus on developing the psychology and character required for responsible 
behavior as well as on expanding cognitive knowledge, 

. 
• 	 Activities designed tn develop sustained retatlonships with caring adults, Group 

coaching, individual rnentoring, and a range of activitie.<; after~school, on weekends, 
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and in the summer could be included. Such activities could well include community 
service by the youth themseives. 

(h) 	 National Service participants would be assigned to work at each site. This component would 
provide 1he foundation for youth service work. after-school activities such as roaching teams. 
and coordinating local support. Grantees would be asked to describe how National Service 
participants would be used. 

(i) 	 School-based programs would be asked to develop ongoing partnerships with other key 
community institutions. such as churches, youth groups, universities, businesse.<;, or other 
community. civic. and fraternal organizations. Priority would be given to programs able to 
leverage other Federal and State funds, 

(j) 	 As a condition for receiving funds, each potential recipient would be required to submit an 
application which describes: (1) the core services and other services provided; (2) the goals it 
intends to accomplish; (3) the methods it intends to use to coordinate with other programs; (4) 
how it will not use funds to supplant Federal funds; (5) the 20 percent non~Federal, in-cash or 
inwk.ind, match provided; and (6) any other information that the Secretaries determine 
appropriate, 

(k) 	 The Secretary may terminate a grant before the end of the 5-year period if the Secretary 
determines. alter providing training and technical assistance f that the grantee condw.,1ing the 
proJect has failed to carry out the project as described in the approved application, 

(I) 	 Total funding for the program is $300 million over five years. $20 million in FY 1996, $40 
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 establishment of a National 
Clearinghouse on Teen Pregnancy (see rn. below). Since this program is authorized through 
Title XX of the Social Security Act. any funds not expended in a fiscal year shall he 
redirected to the Title XX Social Services Block Grant Program. 

(m) 	 Establish a National Clearinghouse on Teen Pregnancy Prevention which would provide 
communities and schools with teen pregnancy prevention programs with curricula> modeis, 
materials, training and technical assistance, It will estahlish an information exchange and 
network on promising models and rigorous evaluations. 

2. 	 Learning from Prevention Approaches through Comprehensive Servieei Demonslrations 
to Prevent Teen Prettrumcy in njgh Risk Communitie; 

!:yrrent Law 

There are demonstrations aU/horilies that exist to serve youth in particular areas. hut most are not as 
comprehellsiYe in the scope of s(crvices for all yowh aM are not a saturation model. 

Early child~bearing and other problem behaviors are interrelated and strongly influenced by the 
general iife-experience associated wilh poverty. Changing (he circumstances in which people live and 
consequemly how Ihey view lhemselves is needed In change the decisions young people make in regard 
10 their li~'es. ' 

3 




,. , , 

For any effort which ho~s to have results thai are large enough to be meaningfttl. (lltemion must be 

made to circum.ftances in which youth grow up. It should address a wide spectrum ofareaS 

asSociated with youth living in a healthy community; ecolWmic opportunity, safety, health. education, 

among others. 


Particular emphasis must be paid to the prevention ofadolescent pregnancy, includfng,sex education. 

abstinence education. life skills education. and contraceptive services. Programs that combine these 

elements have shown most promise. especfuiJy for adoiescellls who are motivated tl) avoid pregnancy, 

However, for those populations where adolescent preglUlllCY is a symptom 0/deeper problems. sex 

education (md cOniracepJive services alone will be inadequate; they must be part ofa much wider 

spectrum ofservices. 


interventions need 10 enhance education, link education to health and other services. h(!lp stabilize 

communities anti/amities in trouble. This would provide a sense oj rationality and order in whlch 

YOll1h can develop, nuJke decisions. place Irllst in individuals and institutions serving them. alUt have 

a reasonable expectation of a long, stife. and productive iife. 


C{)Inprehemive Demonstration Grams for Youth in High-Risk Communities of sUfficilJnl size or 

"critical mass",o significantl)' improve the day to day experiences, decisions and behaviors o/youth 

is proposed. Services would be non·categorical, integrated and delivered with a personal dimension. 

They wouldtollaw a "yoUlh development" model and would seek to change neighborhoods as well as 

direClly support youth and ftm11lies. 


Legislative Specifications 

(a) 	 Establish a separate authority under the Title XX of the Social Security Act whereby a 

designated number of neigbborhood sites chosen by the Secretary. in consultation with other 

Federal Department~. would be entitled to demonstration grants to educate and support 

schooI·age youth (youth ages to through 21) in higb risk situations and their family members 

through comprehensive social and health services, with an emphasis on pregnancy prevention. 


(b) 	 Funding and service.... 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) 	 Five neighborhood sites would be entitled to $9(} million over 5 years ($3.6 minion per site). l """~",,,.L 
Granlees would be required to provide a 10'% match of the Federal funding. This could 
include in k.ind contributions, Since this program is authorized through Title XX of the Social 
Security Act. any funds not expended in a fiscal year sball be redirected to the Title XX 
Srn:ial Services Block Grant Program. 

(d) 	 The activities authorhx:d under the demonstration would be focused on four b,oad areas; 

grantees would be given great flexibility to design programs within thl."Se area"; 


(i) 	 Health services designed to promote physical and menl1d well~bcing and personal 
responsibility. These include school health services, health education, sex education, 
family planning services. subsrance abuse prevention services and referral for treat
ment, life skills training. dedsion~making sk.ills training, and ethic." training, 
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(ii) 	 Educational and empluynbillty development services: designed to promote 

educational advancement and opportunities for job attainment and productive 
employment, to establish a lifelong commitment to learning and achievement, ond 
to increase seU..wnndenee. Activities couid include, but are not limited to. academic 
tutoring, literacy training, drop.qut prevention programs, remedial education or 
services for youths woo have dropped out of school, career and college counseling, 
meDtaring progtam.~. job skills training, apprenticeships, and patNime paid work 
opportunities. 

(iii) 	 Social support services designed to provide youth with u stable environment nnd 
to entourage youth to participate in safe and producuve activities. Services could 
include, but are not limited to, cultural, recreational and sports activities, leadership 
development, peer CQunseling and crls-is intervention, me!ltoring programs, parenting 
skills training. and family counsenng. 

(iv) 	 Community activities designed to change community norms., to improve 
community stability, and to encoura~e youth to participate in community service 
and establish a stake in tbe community. Activities could include, but are not 
limited to. community policing. community service programs, community activities in 
partnership with less distressed neighborhoods. and establishment of community 
advisory councils with youth representation. 

(e) 	 Sites would have to meet the following characteristics, and any others determined hy the 
Secretary of Health and Human Services, in consultation with the Secretarie,.'t of Education. 
HUD, Justice, and Labor. 

(n 	 Geographic ~~ Communities must identify the neighborhood or neighborhoods they 
will target. Smaller, more focused boundaries than those required in Empowerment 
Zone..~ or Youth Fair Chance win be used in order to develop a "critical mass" of 
services to meet the above goals. Each neighborhood must have an identifiable 
boundary and must be considered a neighborhood by its residents. 

(ii) 	 Population - Each neighborhood or group of neighborhoods have populations of 
approximately 20,000 to 35.000 p"'ple. 

(iii) 	 Poverty - The entire area must have a poverty rate of at least 20%. with 50% of the 
area having Ii rate of at least 35% and 90% of the area having a rate of at least 25%. 

(0 	 Local goverrunents or units of lucal governments and non~profit organizations couid apply. 
Applicants would be required to supply evidence of comprehensive commitment to the project 
and collaboration between the community and State, The applicant must involve multiple 
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 effort. (2) resources for' obtaining data and maintaining 
accurate records, and (3) assurances that the funding provided through this program will not 
be used to supplant Federal funds for services and a.ctivities which promote the purposes of 
this program. 
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(g) 	 AppJicants must define the goals intended to be accomplished under the project. They must 
also describe the methods to be used in measuring progress toward accomplishment of the 
goals anti outoomes to be measured. Outcomes to be measured would include, but are not 
limited to. birth rates, high school graduation rates, college attendance rates~ rates of alcohol 
and other drug use and violence reduction. 

(h) 	 The Department will support rigorous evaluations of aU demonstrations. Grantees will be 
required to assist and coordinate with independent evaluators selected by Department. The 
Federal government will also provide tethnical 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 miUion would be provided 
for these activities. 

(i) 	 The Secretary may terminate a grant before the end of the 5~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 described if) the approved application . 


. B. RESPONSIBILITIES OF SCHOOL-AGE PARENTS RECEIVING CASH ASSISTANCE 

J. 	 Minor Mothers Live at Home 

Current Law 

Under Section 4()2(a){43) 0/the Social Security Act, States have the option of requiring minors (those 
under the age oj IS) 10 reside in their parents' household. or a legal guardian or other adult relative. 
or reside in a/oster Mme, marernlry iwme or other adulf supervised supportive living arrangement 
(with certain exceptions). Delaware. Moine, Michigan, Virgin Islands. and Puerto Rico have 
included tlJis in their State platt 

By dejiniliol1, minor mothers are children. Generally. we believe thar children should be subject to 
adult supervision. This proposal would require minor tTWthers to live in an environment ',vhere they 
can receive the support and guidance Ihey need. At the same time, the circwnstances ofeach 
individual minor will be taken into account in making decisions about living arrangements. 

Legislatjve Specifications 

(a) 	 AI! States would require minor mothers to reside in their patents' household. with a legal 
guardian or other adult relative, with certain exceptions as described below, This is the same 
as current law. except that now the provision would be a requirement 

(b) 	 As in current Jaw. when a minor mother lives with their parent(s) their income is tuken into 
account in determining the benefit, If the minor mother lives with another responsible adult, c~~ .......f..,..lr 
the responsible adult's income is not taken into aeoount. 

(c) 	 A minor parent is an individual whQ (0 is under the age of 18. (ii) has never been married, 
and (iii) is either the natural parent of a dependent child living in the sume household or 
eUgible'for assistance paid under the State plan to a pregnant woman. This is the same 
definititm as current law. 
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(d) 	 The fonowing exceptions (now in current law) to living with a parent or Jegal guardian will 
be maint<:linoo: 

(1) individuru has no parent or legal guardian of his or her own who , is Hving and whose 
whereabouts are known; • 

{ii) no living parent Qf legal guardian of such individual allows the individual to live in the 
home of such parent or guardian; 

(iii) the State agency determines that the physical or emotional he;aJth or safety of the 
individual or dependent child would he jeopardized if the individual and dependent child lived 
in the same residence with the individual's own parent or legaJ guardian; 

(iv) individuaJ lived apart 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 individual having made 
application for aid to families with dependent children under the pJan; or 

(v) the State agency otherwise determines {in accordance with regulations issued by the 
Secretary) that there is good cause for waiving the requirement. (In those States that have this 
policy, the following are examples of what they determine to be good cause exceptions: the 
borne is the scene of illegal actjvity; returning home would result in overcrowding. violation 
of the terms of the lease, or violation of local health and safety standards; the minor parent is 
actively participating in a substance abuse program which would no longer be available jf she 
returned home; no parent or legal guardian lives in the Stare.) , 

(e) 	 Curr!!nt law is maintained regarding the determination of a minor mother's residency starns 
must be made within the 45 days that aU eligibility determinations are made. 

(f) 	 If the State determines the minor should not live with a parent, legal guardian or other adult 
relative, the minor muSt be assisted in obtaining an appropriate suppOrtive a1ternative to living 

, independently (or the State may determine that the individual's current living arrangement is 
" , appropriate). (Ilie types of living arrangements-mat States now use or are considering include 
, Hving with an adult relative. a licensed foster home, in a group home for pregnant teens or 

teen parent.~. and in an approvetl 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. 

(g) 	 The State would use the case management for teen parent provision {see #2 helow) to make 
the determinations required under this provision. As described in the next proposal. these 
case managers would be trained appropriately and have reasonable caseioads, Determinlltions 
would be made after a full assessment of the situation, including taking Into account the needs 
and concerns expressed by the minor, 

2. 	 Limiting Arne Benefits To Addhional Children Conceived While on AFDe 

C;ymmt Law 

Currently, families on welfare recei~ additional suppon because their AFDC beneJits increase 
autOt1Ulti(;ally to include the needs Of an additional child. 

7 




, 


The welfare system slwuJd reinforce parentoJ responsibility by keeping AFDC bertRjits constant when a 
child is conceived while the parenJ is on welfare. The message 0/ respcnsibility would be further 
strengthened by proYiding the/amity 611 opportwU1y to earn back wIuJJ they lost. 

I.&gjslafive Specifications 

(a) 	 Allow States the option of keeping AFDC benefits constant when a child is conceived while 
the parent is on welfare. This does Dot apply to a minor mother's child living in 3 
grandparent's household. The family planning services under 402(a)(15} must be provided to 
all recipients. 

(h) 	 Under this option, if a parent has an additional chitd, the State must disregard an amount of 
income equal to any incrta."le in aid that would have been paid for by at least one the 
follQwing-

I) child support; 

2) earned income; or 

3) some other source that the State develops and is approved'by the Secretary. 


(c), 	 Provision wiIJ 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 

CurrS1JJt Law 

Sectwn 402(0)(1SJ of the Social Security Act provides for the development ofa program for preventing 
or reducing the incidence ofbinhs ow of wedlock and olhef'Y.Jise strengthening jamily life, andjor 
implementing Ihe program by assuring that in all appropriate cases (including minors who can he 
considered II) be sexually active) family planning services are offered and are provided promptly 
(direclly or under arrangements with olhers) to all individuals volumarily requesting such services, 
Services will be volunlary and shalllWt prerequisite to eligIbility, This is to be provided to each 
appropriate relalive 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 laken into account in making 
the eligibility determination. 

Section 403(a)(3) indicates that family planning administrative costs are not marched at 50 percem if 
the State iliclUties family planning services under their TItle XX Social Services Block Grant Program. 

, 

This proposal seeks 10 increase AFDC recipients' access to jamUy planning services. 

Legislative SD£cifications 

(al 	 Under Section 403(.)(3), the law would be changed to allow. 50 percent match for family 
planning administration even if this is provided under Title XX, 
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3. Case Management fot All Custodial Teen Parents 

Current Law 

Section 482(b)(3) ojthe Social Security Act allows States to provide case management to all tlwse 
participating in the JOBS program. 

Frequently, il is multiple problems that lead yotlfh to the welfare system. Their complex needs often 
stand in the way o/their meeting educaJio!U1l requirements and other responsibilities. Removing 
these barriers /0 self-suffiCiency can inw/ve the cmifusing and difficult process ofaccessing multiple 
service systems. This proposal would provide every teen with a case manager who would help them 
IUJvigate these systems and hold them accountable for their rcsponsibiJities and re'luirements. 

Legislative Specifications 

(a) 	 Require States to provide case management services to all custodial teen parents receiving £¥u.-tt ~\ ~. 
AFDC. Teens are defined to mean those under age 20. 

(b) 	 Case management services to teen parents will include, but is not limited to~ 

I) . 	 assisting recipients in gaining access to services, including~ at a minimum. family 

planning, parenting education, and educational or vocational training services; 


2) 	 determining the best living situation for a minor parent taking infO account the needs 

and concerns expressed hy the minor (see Il above); . 


3) . monitoring and enforcing program participation requirements (induding 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, 

(c) 	 Ca';e managers must receive adequate training in the social service and youth development 
field, The ratIO of case managers to clients must be sufficiently &maU to adequately serve and 
protect teen parents and their children. Both the training and ratios must be tOllsistent with 
those recommended by professional associations. 

4. 	 Teen Parent Education and Parenting Aclivlties State Option 

Current Law 

Utuler Section '!fl2(a)(19) a/the Social SecuriJy Act, teen custodial parents are required w participate 
in the JOBS program unless rhey are uruler /6 years of age, attending school full~time, or are in the 
las! seven months o/pregnancy. Participation in the JOBS program inwlves an aSSeSSfflf!nr (if the 
individual. and an agreement specifying what support services the State will provide and what 
obligations the recipient has. For those who have not obtained a high sc1tool diploma or aGED. 
attendance at school can serve as their JOBS as.fignmenJ. Participation in the JOBS program is 
contingent on the existence of suc1r a program in the geographic vicinity oftile recipients' res/de!llee. 
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In addition. under a Section 1I15 waiver, Stoles can implemefl! programs which utilize incentives or 
sanctrons to encourage or require teen ptlreJ!lS on AFDC to continue their education, TWo examples 
ofa State having done or planning tQ do this are the i.earnirtg, Earning. and Parenting Program 
(LEAP) in Ohio and Cal Learn in california. which is In the process oj being implemented, LEAP 
and Cal Learn are mandatory for all Pregnant and custodial ieen parents who are receiving AFDC 
and wIw do not have a high school diploma or OED. Under both UiAP and Cal Learn program 
rules. all eJigible teens are required 10 enroll (or remoin enrolled) in and regularly attend a school or 
education program leading to a high school diploma or OED. These two initiatives apply only to 
teens who are case heads. Other Stales have obtained waivers to implement programs using sanettons 
to influence dependelUs to continue their education. This may become reievant ifminor mothers are 
not permitted to be caseheads. 

Teenage mothers face substantial obstacles' to achieving self-suJJidency. Eighty percent ofteen 
11!00hers drop OUJ ofhigh school and only 56 percem ever graduate. Their eartling abilities are 
limited by lack ofeducmion andjob skiffs. Teen parents are often not ""'eli prepared ill/he urca of 
parenting. This proposal provide States with a mechanism to utilize creative approaches for 
encouraging and supporting yowh in both their educ(1JionaJ and parenting endeavors. 

Legislative SoeciticatWns 

(a) 	 Provide States the option to use monetary incentives {which must be combined with sanctions) 
as inducement for pregnant teens and toon custodial parents who are receiving AFDC and who 
do not have a high. school diploma or GED to enroll (or remain enrolled) in and regularly 
attend a school or education program leading to a high school diploma or GED. or a special 
sk.iIls 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 win operate as part of the new JOBS program, and the rules penaining to JOBS will 
apply unless it is specifically stated otherwise. 

(b) 	 Each State plan must dearly define the foJlowing ~~ 

• Incentives. States must define by how much benefits wilt be increa..ed and what kinds of 
achievements will be rewarded. 

Ex.amples of incentiveS chosen by Ohio and California are as'follows: 

In Ohio's LEAP, toons who provide evidence of ~chool enrollment receive a bonus payment 
of $62. They then receive an additional $62 in their we1fare eheck for each month in which 
they meet the program's attendance requirements. For teens in a regular high school, this 
means being absent no more than four times in the month t with two or fewer unexcused 
ahsences:. Different attet1dance standards apply to parHime 'programs, such as Adtl!t Ba..~ic 
Education (ABE} programs: providing GED preparation assistance, but the same financial 
incentives apply, 

Purticipants of Cal Leatn will he required to present their report cards four times. tI year. The 
grant will be increased by $100 for the month after the Cal'I..earn participant receives a report 
card with a "c" average or better, For graduating high school (or its equivalent), these teens 
will have their grants increased Oil a one time basis by $500. 
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• Sanctions. Sanctions under the revised JOBS program would apply unless the State 
proposes alternative sanctions, to be approved by the Secretary. which the State believes 
better achieves their objectives. 

Examples of sanctions chosen by Ohio and Cal ifornia 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 have $62 deducted from their grant (i.e,. the 
leens are "sanctioned~) each month until they comply with program rules. Similarly, enrolled 
teens are sanctioned by $62 for each month that they exceed the allowed number of unexcused 
absences. Teens who exceed the allowed number of total absences. but do not exceed the 
allowed number of unexcused absences rereive neither a bonus nor a sanction. 

In the Cal Learn program, teens who do not ree:eive at least a "D" average or who dQ not 
submit hisJher 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 r~ult in a sanction of not more 
than $100. Included in the sanctions wilJ be 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 A,2) will assess each recipient's needs and 
arrange for appropriate services. States must describe the mechanism case managers and other, 
service providers will use to coordinate wit~ school.s, 

• Eligibility. States must include custodial teen parents under 20 years of, age and pregnant 
women under the age of 20, States may choose to include aU pregnant teens and teen parents 
up to their 21st birthday, Slates may also choose to include aU teens, beyond those who are 
pregnant or parents. 

• Exemptions. Exemptions from participation wUI 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 a recipient from deferring participation in school, as schools are required to provide 
students with disabilities appropriate services. (See JOBS and WORK section of proposal for 
more speci1ic detailS.) • 

• State--widenttls. States can limit the geographic scope of this option, 

• In(ormation Ilnd Evaluation. States would be required to provide information at the 
Secretary's request and to cooperate in any evaluation. 
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MAKE WORK PAY 

A. 	 CHILD CARE 

Vision: 

Child care is critical to the success ofwelfare reform. It is tssemia/ to provide child care support for 
parents receiving assistance wJw will be required to participate in education, training, and 
employment. In addiriOtl. child care support for the working poor is also essemial to "making work 
pay * and to enable parents lC remain in 1M 'WOrl;force. Our goal is to increase child care furuling so 
that families have the access to,the child care that {hey need, to simplifY the administration ofFederal 
child care programs, and to assure that children afe cared for in healthy and safe environments. 

Current Law and General Directjon of Proposal: 

The Federal Governmen.t curremly subsidizes child care for low-income families through a nlimber oj 
different programs. 11te programs }u.we different eligibility rules and regulations, creating an 
extremely complicated system that is hard for both providers and recipients to navigate, The major. 
existing programs include an entit[emeJil to child care for AFDC recipients (title IVwA): transitional 
child care· (l'CC) (also an entillemem) for up to a year for people whn have left weI/are for work; a 
capped entitlement ($300 million) for those the stale determines to be al~risk ojAFDC receIpt (At
Risk); and lhe ChiI4 Care and Development Block Gram (CCDBG). There Is also a disregard far 
child care costs available to working AFDC recipients, \Wzile these multiple programs provide 
valuable support/or child care, legislative changes are needed (() strengthen the welfare reform plan. 

We are at this time making changes only in the /V-A programs. which will remain as separate 
authorities, Any changes in the CCDRG will be made during its reauthoriz.ation in 1995. 

Legislative Specifications: 

.., 1. 	 Expansion of funds to the working pOQr 

(a) 	 Change the At-Risk Child Care Program, Section 402(i) to a cipped entitlement wllliTill 
&~ """""' 

[\\!ii!l!'i£P,illilJ!:~~~~g."':ilID~iIl'Ei~ll!l!g~~. Chang. the 
amoun' specified for the prograil1~jm;si!L1ll)-Section 403(n)(2)(B). Res'rict eligibility 
to families not eligible for oilier IV-A child care programs. 

ThiS program is currently a capped entitlement ($300 million) with the same match rate .as 
that for all IV-A cbild care. . 

2, 	 Program simplificationlcoDslstency issues 

(a) 	 Have the IV-A child care funds flow directly to me IV-A agency and give the States the 
explicit option to contract to the CCDSO agency. States would retain the flexibility to have 
more than one agency involved, ' 

(b) 	 There win he one State plan submitted for the IV-A and CCDBG programs. The 
requirements for coordination, public involvement, and consultation in relationship to 
development of the plan will follow the CCOBG statute, 
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(c) 	 In all programs, the CCDBG language will be i~~~ for:; . 

-unlimi1ed parentai access GZ~ ~~\-\' 

-parental wmplaints 

~-consumer education 

-wmpliance with state and local regulatory requirements 

-establishment of health and safety requirements 

---compliance with state and local health and safety requirements 

-reduction in standards 


Added to the health and safety standards section are: 

~~a requirement that the state mUSt bl!ye requirements that Ml children funded under these 
authorities are immunized at levels specified by PHS. Stales will be given the flexibility to 
exclude particular immunizations if they submit an acceptable justification to the Secretary. 

-a requirement that the state must have a requirement to assure that no child has access to 
toxic and illegal substances 01' weapons in the child care setting. 

(d) 	 A requirement that the state will have to establish and periodically revise, by rute, a sliding 
fee 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 (that used for CCDSG). 

(e) 	 There will be one requirement for state reponing to cover aU programs. with core data 
elements to be defined by the Secretary, 

3, 

(a) 	 The states will be given the option under the JV~A programs to extend hours and weeks of 
care when reasonable to assure cominuity of care for children and required participation of 
their parents in JOBS, WORK, and employment. 

4. 	 Information to parents 

(a) 	 States must provide child care information to patents (use CCDBG language. adding 
"(including options for care and payment),~) , 

5. 	 s.uDvly and quality Issues 

(a) 	 Create a ~set aside in the At-Risk program for supply building and quality improvements 
using lan~ in CCDBG Section 658 (0) as aUowable activities and adding as an allowable 
activity the expansion of the supply of care for infants and t~ddlers in low-income 
communities (as defined by the States). 

(b) 	 Establish explicitly that licensing and monitoring of IV·A funded child Care providers is an 
aliowabJe administrative cost, limited by a formula established by the Secretary. 

\,,.-';' 
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, 
6. 	 Payment 

(3) 	 Prohibit states from lowering below their statewide limit or payment rates from levels 
established in their 1994 plan un1ess 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 cbild care cost variations in such areas. 

(0) 	 Retain the disregard. but mandate that states must provide working AFDC recipients with the { 
"""'0 I....el and forms of child care assistance as families in JOBS, TCC, and At-Risk Child ~ 1 
Care. 
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II. 	 PERMITI'ING PUBLICLY ADMINISTERED ADVANCED EITC PAYMENT 
SYSTEMS 

Current Law 

The earned income tax {;rooit (EITC) is a refundable tax credit available to a low~income tiler who 
bas earned 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 
exceeds their income tax liability. The amount of the credit depends on a taxpayers earned income, 
adjusted gross income, and the number of qualifying children. '[be 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 returns at the end of the year_In 
addition, workers with children have the chojce of obtaining a portion of the credit in advance 
through their employers, and claiming the balance of the credit upon 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 ElTC payment canoot exceed 60 percent of the maximum full
year EITe for a family with one child. In 1994. the maximum advance payment would be $1,223 in 
1994, relative to a maximum annual EITe of $2,038 for a family with one child for a family with 
one child and $2,528 for a family with two or more children. 

An employee choosing to receive a portion of the EITe in advance does ~o 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 comp1y with an employee'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 to the employee's 
paycheck. The employer reduces its payment of employment and income taxes to the IRS by the 
aggregate amount of advanced EITe payments made during the period and reports this amount to the 
IRS on form 941. At the end of the year, the employer nmifies both the IRS and the employee of the 
actual amounts of advanced credits paid w 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 is required to report advance 
payments, jf any. of the CITe, 

The proposal would promote use of advance payment option of the Earned Income Tax Credit by 
shifting the oulreach and administrative burden from employers to gelected public agencies, such as 
by permitting States to deliver the advance payment through food stamp offices and by encouraging 
experimentation of integrating EITe transfers both with emerging technologies (EBT) and other 
Income support transJer systems, 

BatWnale 

Few programs arc as effective in reaching the eligible population as the EITC. Every person who 
files an income tax return encounters information about the BITe. If the person does not claim the 
EITe but appears eligible for the credit based on information on his or her return, the IRS will send a 
letter to the person telling them about the credit. In addition, the IRS operates extensive outreach 
programs to inform low~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 numher of ways. First, 
informatiun ahout the ElTC should be broadly disseminated. Of particular concern are welfare 

15 




recipients and other non-filers. These individuals may oot know about the BITe because they do 
bave to file ;t tax return if their adjusted gross incomes are below the tax thresholds. 
Second. certain barriers to claiming the EITe in advance should be removed. In recent years. fewer 
than 1 percent of EJTC claimants have received the credit through advance payments in their 
paychecks. The reasons for the low utilization rate are not fully known. A recent GAO study found 
that many (ow~income taxpayers were unaware they could claim the credit in advance. To remedy 
this problem, the IRS has begun an intensive effort to educate and encourage employers to help 
deliver advance BITC payments in workers' paychecks. 

There may be other barriers to participation in the advance payment option. The GAO study also 
Rmnd that once informed, many workers stated that they would prefer to receive the BlTC in a fump
sum payment. While some workers may simply prefer the forced savings aspect of receiving the 
credit in a lump sum, others may fear their employer's. reaction if they ask for a government wage 
supplement to be added tQ their paycheck:. Others may be fearful of owing the government a large 
sum of money at the end of the year because they received too large an amount in advance. 

While many Erre recipients may prefer to receive the credit as a lump~sum payment~ others cou1d 
benefit from receiving the credit in more regular intervals throughout the year. By receiving the 
credit as they earn wages. workers wwld observe the direct link between work effort and the EITC. 
Some workers may experience cash-flow problems, and the promise of the credit at the end of the 
year may not be sufficient collateraJ for a lQan. Others rely on expensive refund~anticipation 
progra.ms and pay high interest rates in order to receive the credit several weeks early. 

Third. the potential for fraudulent and erroneous daims of the Elle should be reduced. At the time 
that advance payments are made to workers, neither the JRS nor employers have reliable information 
about worker's eligibility for the EITe. Workers may receive the EITe in advance, only to learn at 
the end of the year that they must repay the IRS some or all of the advance payments because they 
erroneously claimed advance payments. Other workers may make fraudulent advance payment 
claims. If the advance payments were based on more complete information about the worker's 
eligibility (and the level of eHgibiJity), such erroneous and fraudulent claims could be reduced, For 
examp1e. by 1996 a worker with two qualifying children and $8,425 in self--employment will be 
entitled to receive a $3,370 EITe. Filing a return and claiming the credit would obligate the taxpayer 
to pay $1,289 (,153*$8,425) in social security payroll tax, hut the taxpayer would receive an SS 
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% o.f EITC recipients who use professional tax 
preparers (some of whom may not be terribly ethical). Double dipping (taking the advance and lump 
sum payment is also a potential problem). And the political fallout from a few highly publicized 
horror stories could be devastating, 

Legislative Vision 

Allowing SUlles the option to provide advance payments Of tht; EfTC through ()Jlter agencies (e"g .. the 
offices which also providefoad Stamp benefits) may resolve many ofthese problems, A state could 
choose to target information about the ElTC to welfa.re re.cipients or other individuals currently 
outside the 'WOrkforce. Individuals could have the a choice ofreceiving the credit from a neurrai 
third-party. wiJiwut/ear ofMtifYlng their employers of their eligibility jor the EITC. Moreover, they 
could receive assistance in determining appropriate amount Of the ElTe /() claim in atival1ce. Stales 
would also have the resources to verify eligibiliIy for (!Ie credit better than employers, reducing the 
risk oferro1U:OUS payments being made to ineligible persons. 1his option would also allow for an 
evaluation 0/alternative delivery sysU'ms. 
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Legislative Sg!!5<ificatiQD$ 

(a) 	 A State would have the option to propose to the Secretary of the Treasury a demonstration 
projea: pursuant to which advance payments of the ElTe would be made to eligible residents 
through a state agency. Such agencies may inc1ude public assistance offices (AFDC and/or 
Food Stamps). Employment Servke Offices, State finance and revenue agencies. and so forth. 
A state may choose only one agency to provide the advance credit. 

(b) 	 Approval by the Secretary of the Treasury of a State's proposal would be required In aU 
cases. The Secretary of the T[easury 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 BITe payments and other Federal benefits. 

(c) 	 Where appropriate. States may include in their proposals coordination of advance payments of 
the EITe and other federal benefits (such as food stamps) through electronic benefit 
technology. 

(d) 	 State plans would be required to specify how payment of the EITC would be administered. 
States must include a detailed explanation of how eligibility for the credit would be 
determined and verified. 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 foIlowing 
year) showing the amounts of the EITe paid in advance. In addition. states would agree to 
provide the IRS with a listing by December 1st 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 to meet 
these reporting requirements would not he allOWed to continue participation in the program. 

(e) 	 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, 

(I) 	 States would reduce payments of withholding taxes (for both income and payroll taxes) from. , their own employees hy the amount of the advance payments made during the prior quarter. 
1 

(g) 	 After the processing of income tax retums and matching of relurns with information reports. 
the Secretary of the Treasury would be required to issue an annual report detailing the extent 
to which EITC claimant' under State plans: (I) participated in the state plan; (2) filed a tax 
return; (3) reported accurately the amount of the advanced payments payable during the year 
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 overpaymento; 
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 to the IRS and causing taxpayers to owe outstanding amounts to the IRS, 

(h) 	 States would he required to repay the Fe\letal government the amounts of excessive advance 
payments made to State residents participating in the plan. The Secretary of the Treasury 
would demonstrate that due and diHgent effort had been made to recapture these amounts 
through normal procedures. States would become liable for the exce.">sive amounts within two 
years of the filing of a tax return was required, If the IRS subsequently collects omstmuHng 
amounts from the taxpayer, the state would be reimbursed, 
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(i) 	 The Secretary of Treasury and the Secretary of Health and Human Services W(Iuld jointly 
ensure that technical assistance is provided to Stares undertaking demonstration projects aimed 
at insreasing partidpation in the EITC and the EITC advanced payment programs. Sufficient 
training and adequate resources 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, 

C. 	 EARNED INCOME DISREGARDS 

L~!!islati¥e specifications: 

(a) 	 Require States to disregard a minimum of$120 in earnings. indexed for intlation in rounded 
increments of $10. 

(b) 	 States wiU have the option to establish their own disregard, policies on income above this 
amount Additionally, States wit! have complete flexibility in establishing filHhe~gap policies 
(Le., States will have the flexibility to determine which types of income should be considered 
in developing a fill-the-gap policy, such as child support payments. stipends. etc. in addition 
to earned income), . 

(c) 	 The AFDC $SO pass--through of child support payments will also be indexed for intlation in 
rounded $10 increments. States' will have the flexibility to pass-1.hrough additional child 
support payments above this amount. 
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INFORMATION SYSTEMS 

Cuwnt Law and Background 

In the late 1970s, the Federal government decided 10 improve the administration afwelfare programs 
through the use oj computerized iriformation systems. The Congress enacted PL 96-265 and 
subsequent legislation to grant incentive furuIing to encourage lhe development ofautomated sYStems. 

In 1981. the AFDC program released the Family Assistance Manaumrnt Informotion System (FAM1SJ 
specifications and updated them in /981. In 1988. the Ftxid Stamp Program (FSP) released similar 
guidelines in regulations and updated them In 1992, incentive funding is also available for statewide. 
Chifd Suppart Enforcement (CSE) SYSUI",. In 1993. the Office 0/ Child Support Enforcement (OCSE) 
released a child SlJ{Jj)Qrt SCale systems .-guide", 

A recent GAO repon indicated that, in the previous 10 years the Federal government had spent nearly 
$900 million in the development and operation 0/AFDC and PSP auto11UJ1ed systems alone. In the 
Omn/bus Budget !lewnclliaticn Act 0/ 1993. the OJngress repealed enhancedfonding/or APDC and 
PSP e!fective April I, 1994: 

An emerging priority ojFederal funding agencies has been to encourage States to implement more 
cosN:jfeaive systems 1;,.>hich integrate service delivery at Ihe local level. This has enabled many Slates 
to begin USing combtl1ed applicalion/ormsjor multiple programs (including AFDC, FSP, and 
Medicaid) and a combined interview to determine eligibility for the various programs. Consequently, 
with systems -support. a Single eligibility worker can process an application/or several programs at 
lite same time. 

Another priority is the development of electronic tranifer offunds or Elec/ronic Benefit Transfer (E8T) 
technology to deliver benefits. This technology allows recipiems to use a debit card. similar to a bank 
card, at reMiI food stores and automated teller machines (ArMs) to access their benefit accounts. 
Plans to expand the use of ERT systems are mentioned in the Vice PreSident's National Performance 

, Review, 

" 
Under current law and regulations, States and the Federal government have developed elaborate 
computer management information systems for /ilUJncial management and benefit delivery. program 
operations, and quality control. Some programs. such as Child Suppon Enforcement, are in the 
midst oflarge~scale (and long-lerm) computer system change, ft<hile mhers. such as AFDC (wilh Its 
FAM1S systems), are nearing completion ofa development cycle, 

8mhPAMIS and Child Support Enfarumen! Systems (CSES) haVe been fonded under an enhanced 
funding (90 percent) match. Panlyas a resull ofthis incenlive funding, many sunes have iruegroted, 
aUiomated, income maintenance systef118 which assist caseworkers in determining eligibility, 
maintaining atul tracking cast stiUUS, and reporting managemem information to the Stale arid Federal 
governments, 

Other essential wt'fJare progr(1l11S, namely JOBS and Child Care have limited and fragmemed 
automated systems. For the most pan. Slales could furul pans of these systems at the 50 percent 
maJch rate. States repQn thar administrative/unds have nor been available IOjulty automate and 
interface JOBS and Otild care with other programs within lhe State. . 
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, 
Many ofthe$e systems have serious limitations: limited flexibility. lack of interactive access, limiled 
ability (0 exchange data electronically. ele. Even the moSt sophisticated systems/all shan alIke gooi 
ojallowing StOlt! agencies to use technology 10: 

• 	 Eliminate lhe need for clients to access different entry points before they receive services; 

• 	 Eliminate the need jor agency workers (and diems) 10 encounter and understand a wide 
variety ojcomplex roles and procedures; 

, 
• 	 $luzre fully computer dOlO with programs within lhe State aOO among States; and 

• 	 Perfonn effective case management. 

Vision and Ratiogale 

Computer and ill/ormation technology solutions will support weI/are reform by providing new 
at/lammed screening and imake processes, eligibility decisia~·m.aking lOols, and benefit delivery 
techniques. Application ofmodern technologies suq,. as e..xpert systems. relallonal databases, voice 
recognition units. and high per/ot11f(JJJce computer nenvorks. will help empower jamilies and 
indi.viduals seeking assistance. At the same time. these lechnologies will rusist in reducing waste. 
Jh:Jlul, and abuse so that Federal and State benefits are available (() those who are in need, 

s.tgte~Level Family EmvowermJUjt System and National OeadDghousc 

To achieve this vision, we are proposing an information tnfraStruClure which requires, allhe State 
level, establishment oja Family Empowenrtelfl Syslem (FES) 10 integrate and imerjace mu/tipft: 
systems, jor exnmpie, AFDe. food stamps, work programs. child care, Child Support Eriforcemem " 
(eSE), the Earned Income Tax Credit (EITC), and others. ' 

To support Ihe broader information needs, the new in/ormation infrastructure needs to include boch 
enhanced Slate and local infamia/ion processing systems as well as a national data "clearinghouse "', 

li!JhJLru:cd Stme Systems, At the State and loeallevel, rhe FES would include aUlomaJed subsystems 
for intake. digibility determination, assessmelfl. and referral; case management and service delivery; 
and benefit. payment. and reponing. lVhat is proposed. however, is nor a complete new system. but 
'lront~ends" and "'back-eruls" that imerjace wilh existing systems or With somewhat enhanced existing 
S)'SIt!rrt$. VariaJions in existing automated systems would make it unreasonable to lry to seandan/lze 
these systems, Rather, we need communication linkages that allow for accurate transmission Ofdata 
between systems. 	 . 

By linking the various programs and systems under the FES. States WQuld be able to provide 
integrated services andlor benefits co families and individuals Hat-risk It 0/needing financial 
assistonce. those receiving assistance, and those transitioltingfrom public assistance program to self~ 
sufficiency. Such an automated system would ellahle States to provide greater support to familIes who 
mighl OIhawise dissolve. as well as to parems who may, because o/Uflmet1u!(tds, be/oreed /f) 

terminate employmem or rraining opportunities, 

In addition. as Electronic BeJiCjit Transfer (EBT) arui I:.tectrtmic Fumls Transfer (Ef}) become more 
widespread. they would be used for other programs. su('h as Child care reporting and payments, and 
JOBS reponing ojparlicipaJion, As an example. a JOBS participant could be required to se/freport 
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through (J touch-rone plwne which connects 10 a Voice Recognition Unit (VRU) or through the use of 
plastic cani technology. 

For detection and QlUJ/ysis offraud and abuse. computer matching ofrecords and sharing ofdata 
among State programs and at a national level would be increased. For example, the child support 
i/iformatloll needs for establishing an order or in review and modification would be extremely valuable 
for access by the AFDC agency, after the agency has performed prospective eligibility determinations. 
but before benefits are granJed. In addition. to ensure mat an individual does not obtain AFDC 
beyond their time limit. the National Qearance would be extremely helpful. 

Data and R(IlQulng on Program Operalions and Clients. CUrrent methods for data gathering and 
reponing requirements on program operations and clients could be reduced, Many ofthe current 
data and reporting requirements will be superseded by new ones, but in any case. many current items 
are oflow data quality or oflittle interest. Cum:nl requirements will be re~examined. 

NatiorwJ Clearinghouse. The National QearJnghQi.lse will be a collection 0/ abbreviated C{j$(! and 
other data that "poims· to 'where detailed case data resides and provides the minimum injormation/Or 
implementIng key program features. Described in detail under the Child Support Enforcement section, 
Ihis Qearinghouse will not be a Federal Mta system that'per,fiJrms individual case activities. While 
informacion will be coming 10 aruIjrom the Clearinghouse. it will contain severely limited data·~ 
States will retain overall processing responsibility, ' 

The Oearinghouse wilt maintain at least the following data registries: 

• 	 The National EmqlOW€fJ.l Registry will maintain employment data for individuals, including 
new hire in/ormation, ' 

• 	 The National LoCate Registry wUl enhance and subsume the current Federal Parent Locator 
Service (FPLS) funCtlans. 

• 	 The National Chnd $.HnmllI Registry wilt contain data on all non·custodial parents who have 
support orders, 

• 	 The Ciational Transitional AU;SUmce Regisla 'Will COnJaln data to operaJe a time-limited 
assislance program. sllch as the beginning and en4ing dates a/welfare receipt, participation 
in wlIious work programs. and the State providing benefits. 
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(,&gislative Spec.ificatiQOS 
, 

A. 	 THE NATIONAL TRANSITIONAL ASSISTANCE REGISTRY: REQUIREMENTS 
FOR RlWORTlNG, RECEIVING, AND USING ITS INFORMATION 

[fUrn at Seclilm 4QZ(a)CZ9!: 

(A) 	 To provide for national time~limited assistance. the State IV-A Agency shall excbange 
infonnation as described in paragraph (8) with the National TranSitional Assistance Registry 
described in section 402(d), and, to the extent practicable, shaH use information received from 
other National Registries sud as the New Hire Registry, operated for the Child Support 
Enforcement program as descri~ed in section [Title fV~DJ. 

(B) 	 The StatelV·A agency, except as provided far at paragraph (C), shall: 

(i) 	 report on-line in a standatd, electronic format to the National Transitional Assistance 
Registry the following items; case identification, dates. and status information related 
to; 
(l) 	 assistance case opening and closing; 
(II) partiCipation in JOBS·Prep, JOBS, and WORK; 
Oil) extension of time-I imits; 
(IV) 	 sanction(s) for non-compliance with child support, JOBS, or WORK; and 
(V) 	 other information to 'assist in performance measurement as determined 

necessary by the Secretary 

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

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

(C) 	 Until such time as the: State has a funy operational. statewide au~omated transitional a ..sistance 
intake, referral, and reporting information system as described at seetion 402(a){XX). the 
Secretary may, upon request from the State IV-A agency. approve an alternate for reporting 
of the information described at subparagraph (B)(i). 

B, 	 TIlE NATIONAL TRANSITIONAL ASSISTANCE REGISTRY: A STATEWIDE, 
AUTOMATED, TRANSITIONAL ASSISTANCE INFORMATION SYSTEM FOR 
INTAKE, RE~"'ERRAL, AND REPORTING 

Adti./'lew 8wlgn 4Q2!allXXl; 

The State IV-A agency must estahlish and operate in accordance with an Advance Planning Document 
approved under Section 402(e), a single statewide, automated, transitional assistance system designed 
economically, effectively~ and efficiently to a'i,,,ist 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 I'ystem-driven" automated procedures and processes. 
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(8) 	 Provide for automated procedures and information to account for. monitor, control, and 
report transItional assistance payment and benefit processes to include, hut not be limited to: 

(i) 	 identifying and demographic client information; 

(ii) 	 preliminary assessment of AFDC eligibility, JOBS readiness, and support services, 
including 
(I) 	 use of information from the National Transitional Assistance Registry, as 

described at section 402(0)(29), and 
(II) 	 to the extent practicable, collect and assess information to assist in the 

provision of child care and child support enforcement services; 

(iii) 	 electronic information received from, and referral to, automated case management 
systems used 10 operate AFDC, lOBS, WORK, Child eru-e, and Child Suppon 
Enforcement; 

(Iv) 	 reporting to the National Transitional Assistance Registry. case identification. dates, 
.and starus code informat~on as described in section 402(a)(29); and 

(v) 	 provide for security against unauthorized access to. or use of, the data in such system,. 	 , 

c. 	 AUTOMATED, STATEWIDE, AFDC CASE MANAGEMENT INFORMATION 
SYSTEM 

Revise Sgctifm 4Q2(a)(30},> 

In accordance with an Advance Planning Document approved under Section 402(e). the State IV-A 
agency must provide for either the initial establishment or enhancement, as well as the operation, of 
an automated statewIde information system designed economically. effectively. and efficiently, to 
assist management in the administration of the State phUl 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) 	 perfonn necessary intake and screening f\lnctions~ 

(ii) 	 detetmine initial and oontinuing eligibility fOf benefits of all applicants and recipients 
of su;;:h aid (and the relative with whom any child who is such an applicant or 
recipient is living); 

(iii) 	 calculate, issue, manage, and reroncile payments to el igible recipients; 

(iv) 	 perform necessary case maintenance and management functions. 

(v) 	 produce necessary management, fiscal. and statistical r,epons, 
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(vi) 	 check records of applicants and recipients of such aid on a periodic basis with other 
agencies, both intra- and inter-State. for determination and verification of el igibility 
and payment pursuant to requirements imposed by othet provisions of this Act), and 

(vii) 	 assess the COSts. quality. and delivery of funds and services furnished to applicants 
fort and recipients of, such aid. 

(B) 	 Support all aspect') of the management and administration of the AFDC t JOBS. and WORK 
programs administered under the State plan, and provide for automated system enhancements 
necessary to meet the requirements o-f this legislation, including but not limited to: 

(1) 	 improving government assistance standards; 

(ii) 	 monitoring and reporting against performance standards; 

(iii) 	 electronic referral and receipt of information with other automated case management 
systems and with the statewide automated transitional assistance referral and reporting 
system; and 

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

(C) 	 Provide for security against unauthorized acces,,~ to, or use of, the data in such system. 

D, 	 AUfOMATIlD, SfATEWIDE, CHIW CARll CASE MANAGEMIlNT INFORMATION 
SYSTEM 

Add new Section 402(oUXX}; 

The State IV~A agency must have in operation, in accordance with an Advance Planning Document 
approved under Sectio!l4{)2(e), an economical, effective. and efficient automated case management 
information system, to: 

(A) 	 Allow the State to control~ account for, and monitor aU programs that provide child care 
administered under the State plan and, at its option, to acbieve seamless child care delivery, 
all child care programs of the State., induding providing operational systems suppon 
necessary for administration of the child care program(s) 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 eligibility for cbiid care, 
and determine funding source(s); 

(ii) 	 plan and monitor servIces, determine payments, and update and maintain the family 
and cliild caI'e eliginility status for child care; 

(iil) 	 maintain and roonitor necessary provider information; 

(iv) . process payments and meet other tiscal needs for the management of child care 
program(s); 
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(v) 	 produce manag.ement reports necessary for effident and effective operation of child 
care programs, and financial and statistical reports required by Federal and State 
directives~ 

(vi) 	 monitor and report petformance against performance standards. 

(B) 	 ElectronIcally exchange infonnation with other automated case management systems and with 
the statewide automated transitional assistance referral and reporting system. 

(C) 	 Monitor program performance and assessment and repon against standards and report other 
information as determined by the Secretary to be necessary. 

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

E. 	 AVfOMATED, JOIlSIWORK, CASE MANAGEMENT INfORMATION SYSTEM 

Establish. new Serlie. 482(j): 

Automated Case Management Information System. 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 efficient automated case management information system. to: 

(I) 	 Allow the State to control, account for, and monitor all factors of the JOBS and WORK 
programs, including, but not limited to: ' 

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

(B) 	 developing an employability plan to enable a participant to meet their employment 
goal; 

, (C) arranging and coordinating the services or resources necessary to carry out 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 hoth management and administrative activities of the program, including, but not 
limited to: . 

(A) 	 tracking ongoing program participation through concurrent and sequential activities~ 

(B) 	 monitoring attendance; 

(C) 	 contacting service providers and participant"l~ 

(3) 	 Electronically exchange information with other programs. 

25 



(4) 	 Provide program performance and assessment information determined by the Secretary to be 
necessary. 

(5) 	 Provide for security against unauthofized access to, or use of, the data in such system. 

F. 	 FUi'o'DING OF STATE SYSTEMS 

Rep/ace Section 403(a}(3J(B}: 

(j) 	 75 per centum of sO much of the sums expended during such quarter through September 30, 
[a year within 7 years from date or enactment). as are attributable to the planning, design. 
development, and implementation (including in such sum$ the full cost of the computer 
hardware components of such systems) of automated management information systems that 

(I) 	 meet the requirements of subsections 402(.)(XX), (.)(30) and (a)(XX), and ,ection 
482G), .nd 

01) 	 the Secretary determines are likely to provide economical. efficient and effective 
administration of the pJan~ and 

(Ii) 	 50 per centum of so much as the sufI.ls expended during suth quarter as are attributable to the 
operation of automated management information systems that meet the requirements of 
subsections 402(.)(XX), (.)(30) and (.)(XX) and section 4820). , 

G. 	 REQUIREMENTS FOR ADVANCE PLANNING DOCUMENTS 

Revise sectioft 4()2(ej: 

(I) 	 The Secretary shall not approve the initial and annually updated advance Ql;ltomst-ed data 
~",e..,iog planning document referred to in subsections (a)(XX), (a)(30) and (a)(XX), and 
section 4820), unless such document. when implemented. would carry out the objet.,'tives of 
the automated, statewide, management infonnation systems referred to in such subsections and 
section and such document: . 

(A) 	 provides for the conduct of, and reflects the results of, requirements analysis studies. 
which include consideration of the program mission functions. organization, services, 
constraints, and current suppon, of, in, Of re1ating to, s?ch system; 

(B) 	 contains a description of the proposed statewide automated management information 
syslems; 

(C) 	 sets forth the security and interface requirements to be employed in such statewide 
management information systems; 
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(D) 	 describes Ute projected" resource requirements for staff and 
other needs~ and the resources available or expected to be available to moot such. 
,requirements; , 

(E) 	 contains a project p1an for planning. designing, developing, implementing, and 
operating the proposed statewide automated management information systems~ 

, , " 
(1') 	 contains a oost benefit analysis which details the estimated costs fur planning. 

designing, implementing, and operating the proposed statewide automated 
management information s.ystems. and the quantitative 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, I 
, 

(2) 	 (A) The Secretary sJlali. on it continuing basis, review, access~ and inspect the planning. 
design, and operation of,the statewide management information systems referred to in 
subsection 403(a)(3)(B), with.a view to determining whether, and to what ex.teOl, such 

',systems meet and,will continue to meet requirements imposed under such section and 
the conditions specified under subsections (a)(XX), (a)(30) and (a)(XX), and section 
4820)· . 

II. Delete DQragr4)2h (CJ from mtifm 1:Q2feJfli 

H. 	 NATIONAL TRANSITIONAL ASSISTANCE REGISTRY . I , 
Add Section 402(d): 

. 	 . 
(1) 	 The Secretary shall establish and operate as part of the National Clearinghouse referred to in 

section 455(11) a tran.<j.itionaJ assistance registry. for purposes of maintaining ami operating a 
, 
, national time~limited assistance ~clock" to be used by State IV-A agencies in calculating the 
; remaining months an individual may be eligible to receive benefits. 

(2} 	 The National Transitiona1 Assistance Registry will be maintained by obtaining from each IV~A 
Agency, infonnation on individuals receiving benefits. including, but not limited to: 

; 
(A) applicant identlfication'information, such as Social Security Number and .name; 

, 

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

(C) 	 status information related'to the type of assistance receivoo, SUi.:h as AFDC', JOBS~ 
prep, JOBS, and WORK. 

(3) 	 Upon receipt of a request from a State IV-A Agency. filed in accordance with subsection 
(d)(6) by an authorized person (as defined in subsection (d}(5), for information about the 
number of months an individual remains eligible for assistance, the Secretary shall sean:-h the 
National Transitional Assistance Registry and the New Hire Registry, maintained under 
,--;,-;{TitIe JV~D)_, and as appropriate access the Social Security Admini!itration's records 

, to validate the Social Security Numher so as to return to the State agency, one or more 
possible eligihllity determination factors including. bUI nm limi.ted to, whether: 
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, . 
(A) 	 the individual is contained in the National Transitional Assistance Registry and is 

eligible under a time-limited system to receive assistance for a specific number of 
months; 

(B) 	 the individual is contained in the New Hire Registry as being recently emptoyed; 

(el 	 the individual has provided the State agency with an invaJid SSN; and , 

(0) 	 the individual is not contained in the National Clearinghouse Registries, but has a 
valid SSN, 

(4) 	 (Al In any case in which an infonnation 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 integrity Issue. 

(B) 	 In ,uell """"'. the Secretary shall 

(i) 	 verify lbat the data contained in the Registry reflects accurately the 
information contained in the State agency(s) records where the individual had 
previous assistance; 

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

(iii) 	 make a determination jf the Registry reflects the data as reported and vaUdated 
by the State agency or agencies where assistance was granted~ and 

(iv) 	 provide notification that 

(Al 	 no further action will be taken by the Socretary and that the State 
agency or agencies must take the appropriate actions to resolve the 
disaepancy; 

(B) 	 the Slate agenc), 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, resolve the 
discrepancy; and 

(C} 	 once resolved. the State agency where a.~sistance is being requested, 
must submit information, as appropriate to correct or update the 
Registry record. t 

(5) 	 Authorized Person - any caseworker authorized by the State JV-A agency with a password to 
access the National Transitiona1 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) 	 acce..'lS to, and use of, such infonnation is subject to the Computer Matching and 
Privacy Protection Act of 1988; and 

(B) 	 disclosure is subject to section 402(0)(9) and section 1137(b)(5), 

I. 	 TECIINICAI. ASSISTANCE, TRAINING, DEMONSTRATIONS AND OPERATION OF 
NATIONAL SVSTEMS USED TO SUPPORT STATE ACl1VITIES 

401(0) Stet (CurTem SectWn 401) 

(b)( I) 	 There are aulhorm to be appropriated: 

(A) 	 ~~~ for the first fLScal year after legislation passes fur 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 "tjme~clock" 
for the State agencies to operate the time limited assistance program; and 

(B) 	 for each fisca1 year after the ftrst year. ~~ to provide technical assistance and 
training and fur operatlon of the National Transitional Assistance Registry. 

(b)(2) 	 Funds appropriated for any fiscal year pursuant to the authorization contained in suhsection 
(b)O) shall be included in the appropriation Act (or supplemental appropriation Act) for the 
fiscal year preceding the fiscal year for which such funds are available for obJlgation. In 
order to effect 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 
enactment in the same year (wbether in the same appropriation Act or otherwise) of two 
separate appropriatiolLti; one for the then current fiscal year and one for the succeeding fiscal 
year. 
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IMPROVING GOVERNMENT ASSISTANCE 

A. 	 RATIONALIZATION AND SIMPLlFlCATION ACROSS ASSISl'ANCE PROGRAMS 

The rationalization and simplification ofassistance programs is something ofthe !wly grail of welfare 
rejorm-always sought, never realized. The reasons are mtlJ'Iy: difJereru goals 0/di1ferent programs, 
varied constill~encies. Departmental differences. diverg.tnl CcngressionaJ committee jurisdictions, and 
the inevitable creation ofwinners and losersfrom changing the status quo, Yet everyone agrees that 
recipients, administrators, and taxpayers are alilosersjrom the current complexity. Below are 
several proposals for reform, 11u: proposals do rwt make substantial changes in program structures. 
Rather, the proposals achieve simplijicoJion by streamlining administrative processes and by 
conforming program rules between rhe AFDC and Food Stamp programs. The proposals modify 
existing rules IIuu create unnecessary complexity and confusion/or program administrators and 
recipients. 

l. 	 HUNG UNIT 

Utider currenJ law, the AFDCfiling unit must consist ofa needy deprived child. its natural or 
adoptive parent(s), and all natural and adoptive brothers and sisters (including halfbrothers and 
sisters) who art living together. n,e unit's income and resources are used to determine eligibility and 
the amount ofpayment. A stepparent is treated the same as a lUUurai or adoptive parent jor filing 
unit purposes in seven States (Nebraska, New Hampshire. 'Oregon, South Dakota. Utah, Vermont, 
and Washington), These States have laws of general applicability which hold the stepparent 
responsiblejor the children to Ihe same exJenJ as a natural or adoptive porent. In all other Slates, 
the stepparent's needs arc not included in the Uhit and hislher income, after cenain disregards. are 
considered available to the unit members. 

Ifthere is no parent in the home. then an()!her non·legally responsible relative with .,.,'hom the child is 
living may, at hislher option. join the unit alld be assisted, Addilionally. Brates may exercise the 
option ofincluding other individua/(s) living in the home as an essential person(s). The essential 
person's Income and resources are used to detennine eligibility alUi amount ofpayment., , 

; 
Cerwin parents and siblings are excluded from the unil; illegal and sponsored aliens, recipiems of 
SSI. joster children. and individuals ineligible due to lump sum income. 

1, 	 UP Provisions 

Current Law 

The Sodal Securily Act at section 407(aj and 407(b) limits MDC eligibility for (wo·parent families 10 

those where the principal wage earner Is unemployed, and has worked .sit ojthe last 13 quarters. 
"Unemployed"- is defined in regulaJiofls as working less than 100 hours'in a momh, 

l&eislative Svecifications 

(a) 	 Allow states, at their option, to eliminate the special eligibility requirements lor two-parent 
families (Le. the loo-hour rule and the work history test). Remove the sumiet provision that 
calls fiJT the termination of AFDC·UP in 1998 and make it a permanent program, 
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published final regulations which limi1ed State authority to determine categories oj individuals wlw 
could be considered as essential to the family, These regulations precluded States from coverillg 
individuals who did not provide an essential benefit or service to the/amity. (lhe permissible 
categories are the jive shown in option 2 above.) However, in 1m the district court jor the Eastern 
District ofPennsylvania;n Vance v, Sullivqn and the district courtfor the DistricI ofMaine in 
McKennel! v. SUllivan held that these regulatory limitations coriflict with secrion 402(a)(7)(A) 0/ the 
Social Security Act. '!he CQurts interpreted this section as providing States wilh the authority to 
identifY in thelr State plans the categories ofindividuals who may be recognized as essential persons. 
These judicial decisions were !Wt appealed. Consequently, the Department revoked the 1989 
regulations and reinstated the prior policy. In order to curtail or limit the use of the essential person 
policy, a statutory amendmenJ to section 4IJ2(a)(7)(A) is necessary. 

2. 	 APPLICATION ISSUFS 

Current law 

The Food Stamp Ad requires the use ofa simplified, national/orm or an. approved substitute 
containing speCifiC contetu requiremems, including rigJus and responsibilities, A combined 
application/Of public assistance households and general assistance hOllseholds is required. Under the' 
AFDC program, States are free 10 design the application form that will be used and to prescrlbe haw 
to notify applicants ojtheir righis and obligations. 

To provide applicatus with one, simple, easy to read and uruierstand application/onn/or AFDC and 
food Slamps. Expedited processing will be provided/or families in emergency need situations. 
Eligibility wili be determined within identical time frames in both programs jor both e..xpedited and . 
normal applicatiOns, Flexibility wiH be given to States/or scheduling Oppoin.tments and verifying 
information. (See 81 for regulatory specifications) 

:~i'lat:eS:::::~:: statutory and regulatory provisions mandating:the use of anational ,implifi;T ~(2:
form or approved substitute would be repealed.: 	 =.J ;l.\s J 

, 
3. 	 OPTIONAL RETROSPECTIVE BUIlGllTING 

.current Law 

For the AFDC program. the Social SecuriJy Act permits States to use retrospective budgeting only for 
the categories offamilies required to monthiy report The Food Stamp Act permits States to 
retrospectively budget cases thal arc not required to monthly repon. 

l&idslative specifications , 
(a) 	 Amend ilie Social Security Act at section 402(a){13) to delete the clause "but only With 

re..~pect to anyone or more categories of families required to rePort monthly to the State 
agency pursuant to paragraph (14),". This technical amendment will make retrospective 
budgeting optional for States without regard to whether families are required to monthly 
report. 
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Rationale 

Allowing States to use retrospective budgeting without requiring cases to monthly report will foster 
consistency between the AFDC and F(}()(j Stamp programs, and will give States greater flexibility to 
administer their programs. 

4. RESOURCES 

(Al Groend 

Current Law 

The Social Security Act arul implementing reguiaJions set a $1.m limit (or a lower limit al Slate 
option) on Ihe equity value o[resources·,1wl afamity may have and be eligiblejor AFDC. Excluded 
from consideration as countable resources are the home owned and occupied by the Jamily; an 
automobile wilh a maximwtl equity value Of $1.500 (or a lower limit at State option); bonafide 
fimerat agreements with a maximwn equity value of$/.j()() jor each family member (or lower limit set 
by the Slale): one buriuJ plot for each family member; and real property for a period of 6 consecutive 
months (or 9 consecUli'l'e months a.r State option) which the family is making a goodfaith ejforl to 
sell. Under certain coruiitions. States may establish rules regarding tranifer of resources 
in order to obtain or retain eligibility. 

The Food Stamp Act and implementing regulation.s set a $2.tXXl limit (or $3.()()()for a household with 
a member age 60 or over) on the value ofresources a household may have and participate in the 
program. The Act does!Wt specify how the value ofresources is f() be detennined, but providesjor 
unifonn national eJigibility standards/or income and resources, State agencies are prohibited/rom 
imposing any other standards ofeligibility. Households in which ~ member receives AFDC. SS1. 
or general assistance from renai7l programs do not have to pass the food stamp resource eligibility 
test, ReJ;ulations exclude from resources Ihe value ofone burial plot per family member and the cash 
value oj life insurance policies. Also excluded is real property which the Iwuselwld is making a good 
jaith effort to sell at a reasonable price a!!d which lws not been sold, There is no specific exclusion 
for burial plans (funeral agreemenls). Any amounl that can be withdrawn from ajuneral contract 
withoUl an obligation to repay is cotmled as a resource. 

Food Stamp law prohibits the transfer ofresources within lite 3-month period prior to application. A 
household that knowingly transfers resources for the purposes ofqualifying or attempting to qualify 
for food stamps shall be ineligibJe to panicipate in the program for a period o/up to one year from 
the date ofdiscovery 0/ the transfer. 

Both the AFDC and Food Stamps pro~rams serve similar needy popUlations. Yel, because the rules 
for trealment oj both the amounts aJtd categories of resources arc different in each program, 
resources that meet one program's requirement can result in ineligibility wuler the other. 
Both programs have substantially different rules for evaJuaJing the resources ofthai needy group, 
jorcing welfare administrators to apply different program rules to the same resources in Ihe same 
family, The fi)l/owing legislative proposal would reduce the curn~nt administrative complexity and 
confusion for ,<velfare administraJors and recipientl" by providing uniform treatment ofassets where 
appropriaJe, 
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Legislative specificatjons 

Require the Secretaries in both Departments to develop uniform re.,o;ource exclusion policies in the 
following areas: 

(a) 	 Resource Limits: 

Increase the AFDC resource limit to $2.000 (or $3 JOOO for a household with a member age 
60 or over) to conform to the Food Stamp resource limit. 

(b) 	 Resource Exclusions: 

(i) 	 puriaI Plots: Propose legislation to amend the Social Security Att to totally exclude 
one burial plot per family member to conform to the Food Stamp policy. 

Oi) 	 Funeral Agreements (Byrial Plans): Propose legislation to both the Social Security 
Act and the Food Stamp Act to totally disregard one funeral agreement per family 
member. 

(iii) 	 Real Property: Propose legislation to amend the Social Security Act to exclude real 
property which the AFDe family is making a good faith effort to sen at a reasonable 
price and which has not been sold, to conform to the Food Stamp policy. 

(iv) 	 Cash Surrender Value of Life Insurance Policjes: Propose legislation to amend the 
Social Security Act to totally exclude the casb surrender value of lite insurance 
poliCies under the AFDC program to oonform to the Food Stamp policy. 

(v) 	 Transfer of Rewunc:~: Propose legislation to provide that a household that 
knowingly transfers resources fOf the purposes of qualifying or attempting to qualify 
for AFDC sball be ineligible for benefits for a period of up to one year from the date 
of discovery of the transfer. This proposal conforms to the Food Stamp policy, 

Rationale 

The administrative complexity tluU exists in applying cel1ain resource requirements in the AFDC and 
Food Stamp programs will be greatly reduced under the proposed changes. Welfare administrators 
wi/{ he able to apply the same rules to the same resources for rhe same family. These conforming 
changes achieve simplification by streamlining the administrative processes in both programs, 

(8) 	 Mimt Acwmulalton 

Current Law 

The Social Security Act and implementing regulations set a $/ ,(xx) limit (or a lower limit at State 
option) on Ihe equity value oj resources that a family may Iwve and be eligible for AFDe. with only 
lim/led exclusions. 

The Food Stamp Act and implementing regulations set a $2,fXX) limit (or $3,000 for a household with 
a member age 60 or over) on the value a/resources a household may have and 
participate in the Program. Section 13925 of Pub: L. 103..(j6 a/the Omnibus Budget Reconciliation 
Act provides that the Secretary ofAgricultutc shall condUCt, for a period not 10 e;(ceed 4 years, 
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projects to tesl allowing not more than illXX) households nationwide It) accumulate up to $1O,()()() 
each in excluded resources. These assets are for later expenditures jor a purpose directly related to 
improving the education, training or employability (including self-employment) ofhOllSehold members, 
for the purclmsc ofa: Iwme for the household, for a change in the /wusehold's residence, or jor 
making major repairs to Ihe household's home. 

Welfare re/ann should include strategies (0 lest the norion that one way out of welfare for sOme people 
is through empowering them to start their OMm businessel and encouraging them to saYe their 
earnings to build for the jiaure. During the campaign, the President endorsed lhe idea ojhe/ping 
welfare recipierns help themselves by proposing to increase the nwnber 0/microenterprises and 
estaolish lndil'iduol Development Accounts (lDAs), These legislative proposals would promote self
sufficiency by encouraging recip/erus to accumulate savings, Qssets and start their own businesses, 

An IDA is an oplumal earnings~beadng, tax~benefitted trust account in the name of one person, An 
IDA would be held In a licensed, federally-insured jilUlficiai institution. ' Withdrawals can be made 
from the account only for designated purposes. For example, withdrawals could be made fi,r a first 
home purdtas(~t post-secondary education (coJlegenong~term training), or business development 
(microenterprises). There would be penailies/or non-designated use ofthe account. Participant 
eligibility ovould be determined by the State agency using broad Federal guidelines, 

Legislative specifigtions 

(a). The Department of Treasury wilI amend the tax. laws to allow fur the development of IDAs up 
to $10,000; subsidized IDAs will be established on a demonstration basis; unsubsidized IDAs 
will also be permitted for qml.lified individuaIs not involved in a demonstration. Current 
redpjents and applicants (who were former recipients) fur both the AFDC and Food Stamp 
programs can establish IDAs and have melr savings and interest excluded. 

(1)) The penalty for it non-<iesignated 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 nnn-designated 
withdrawal from an unsubsidized IDA will be 10 percent of the amount withdrawn, 

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

(i) Lump sum income: Non~recurring lump sum income will not be cuunted for resource 
purpose.', in the month of re<:eipt or the following month if rut In an IDA. 

{ii) The total exclusion for an AFDC assistance unit or Food Stamp household is $10,000; 
however, th re is no limit on the numner of.IDAnhat eligible individuals in such 
unit<; or us hoi Srilay~($tili1ish.---- : 

Rationale 

IDAs and other sel-asidps provUie welfare recipients the opportunity to be enlrepnHleW'~' in the privare 
sector and accwnulate savings for Jpecific purposes. This approach promotes self~sufficiency by 
empowerillg them to start tlteir own busillesses and encouraging them to save money they earll l() 

build for their future. 
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(C) 	 Microenterprise (Self-Employment) 

Current Law 

Reseurce Exclusjqns 

Under Federal AFDC policy, excep' for real property, Stales may disregard for AFDC purposes 
Income-producing property (as defined by the StOle) of self-employed Individuals. Stares maya/sa 
disregard income--prodlJ.cing property owned by a recipienr who is not currently employed, but who the 
Slate reasonably expects to return f() work. Federal regulations at 45 CPR 233.30(a)(3)(xxi) require 
that States disregard. jor AFDC purposes, bona fide loans from any source for any purpose that meet 
the criteria set out in the State Plan. 

Seeeion 5(g)(2) of ehe Food Stamp Ace and implementing regulallons at 7 CPR 273.8(e)(4), (5), (6), 
(9), (/5) and (l6) exclude ·property which iumUlllly produces Income consiscent with its fair market 
value,' property which is esselUial to the self-employment ofa household member; installment contracts 
for the sale ojlands and buildings, if the contract ... is producing income consistent with fait market 
value; resources.. of. self-employed persons, which Iuu been prorated tU income:" Jton..Jiquid assets 
with liens resulting from business loans; mui real or personal property thal is needed for maintenance 
0/ certain vehicles. 

Leeislatjv!;; specifications 

PrQ[!Qsed Resource Chllnges: 

(b) 	 Amend the SociaJ Security Act to oonform to the resource exclusions under the Fooel Stamp 
Program. AFDC regulations would be revised to exclude: 

(I) property which annually produces income consistent with its fair market value; 

(2) property which is essential to the self-employment of a household member; 

(3) installment contracts for the sale of lands and buildings, if the contract is 
producing income consistent with fait market value; 

(4) resources of self~employed persons, which has been prorated as inoome; 

(5) non~Hquid assets with liens resulting from business l?ans; and 

(6) real or personal property that is needed for maintenance., 

(c) 	 Amend the Food Stamp Act to exclude husiness loans from resources. 
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Rationale 

CUrrent AFDC pelicy does not permit funds necessary for the operation. of a mlcroenterprise to be 
excluded separately from the general $I,(X)() resource limit. This rest,.~ction discourages recipients 
from establishing small businesses. By expanding lire nUcroelJlerprise resource exclusions, 
microenterprlse owners will be able to sel aside sufficielU liquid resources 10 operate the business. 

5. 	 INCOME ISSUES 

• 
Federal laws or rules frequently disregard a part or the t(}fot income ofapp/icams and recipients in 
determining elfgibUity and benefits Jor assistance programs. Often. the same income is treated 
differemly in the AFDC and Food Stamp programs. Such differences are incomprehensible to 
reciplellis and difficult to administer. 

Our goal is to adopt uniform equitable income disregard policies for the AFDC and Food Stamp 
programs which are easy to untferslaTUi, simple to administer and promote work. and education. 

t. Ireatmem Qf Lump Sum Income 

Current Law 

Under Section 402(a)(17) of the Social Security Act. rum-recurring lump swn income is considered to 
be available to meet an AFDCfamily's current andfuture needs. lfthe 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 slandard. 

The F(}()f] Stamp A.ct, at 5(d)(8). excludes from income non~recurrlng lump sum payments, Such 
amounts, ifnot spent in the month received. are treated as resources, 

Legislative sDe&ificatiolls 


For applicants and recipients: 


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

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

(e) 	 Amend both the SSA and the Food Stamp A<t (FSA) to disregard the amount of any Fooml 
()[' State EITe lump sum payments a':; resources for one year from receipt. 

Rationale 

Lump sum payments are treated completely differently in the two programs. Omsiderable 
Simplification/or bmh the clients and workers can be achieved ijfhe policies are consistt!nr. A/SO, 
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current AFDC policy can result in hardship for jamilies since they are supposed to Conserve the 
payments to meet future Jiving expenses rather than to cover debts and other costs. 

2. 	 Treatment of Educational Assistance 

Current Law 

Severa/laws address the treatment ofeducalioJWI assistance jor AFDC. Any educational assistance 
provided under programs in title IV oj the Higher Education Act or the Bureau of Indian Affairs must 
be disregarded (P.L. 102-325. sec. 479BI. A State must disregard payments mode for allelUia"c. 
costs under the Carl D. Perkins Vocational und Applied Teduwlogy Education Act (P.L. 101-3'/2, 
sec. 507(a). Under AFDC rules, the State must disregard educational loans and grams that are 
obtained and used jor direct educational expenses, such as tuition and books (233.20(a)(3)(iv)(B). 
(Any Of the educatioFUJi assistance covering items in the State '$ need standard is counted as income.) 
Also. States may disregard all educational assistance as complementary assistance that is/or a 
different purpose than AFDC (233.20(a)(3)(vii}(a)). 

. Portions oj income received utuler the Job 'Iraining Partnership Ad and the Higher Education Act are 
disregarded ill the Food Stamp program, By regulation. such educational assistance provided on 
behalfOf lhi! household for living expens"s. food. or clothing 10 rhe menr tlull rhe funds exceed the 
coses aftuition and mandatory fees ore counted as irn:ome. (7 CFR 273.9(c)(l)(v): 273(c)(.11: 
273(c)(4); 27.?9(c)(5)m(D); and 373.9((c)(JO)(xJ). 

Legislative soecificatiQns 

(a) Amend the Social Security Act and food Stamp Act to totally disregard all educational 
assistance received by applicants and recipients. 

3. Earnings of Students . 

Current Law 

For a dependent child receiving AFDC. the earned income of ajuJl-time or part-time student (not 
employed .full~tjme) attending a school. college, or universify, or a coune of vocational or technical 
training designed to fit him for gainfol employment is disregarded (402(a)(8)(A) ofthe Social Security 
Actl. At Slate option, the earned income of a dt!pcndeal child (lJlJllyinr/or AFDC may also Ken"rally 
be disregarded. The earnings o/minorparents attending school are nat excluded. 

Effective September, 1994. the Food Stamp program will exclude the earnings 0/elementary or high 
schaol Slndents age 21 und under (FSA 5(d)(5); 7 CFR 273.9(c)(7). 

Legislatiye Specifications 

(a) 	 Amend the Social Security and food Stamp Acts to conform food Stamps to AFOC policy 
and limit the disregards to elementary and secondary students up to age 19. 

4. 	 irregular IOCQGlIii 

Current Law 

http:273(c)(.11


, , 

No statutory provisions address irregular income/or AFDC, Rules permit Slates to disregard small. 
nonrecurring gifts not to exceed $30 per iudu", per quaner (233,2q(a)(3)~y)(F), 

The F()()(j Stamp Act (Sec. 5(d)(2)) requires the exclusion of income of $30 or less in a quarter per 
household ret:eived too infrequently or irregularly to be anticipated. The exclusion does not apply 
under retrospective budgeting, 

Legislative sDecjficatioos 

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

5. 	 Ireatnwnt of JTPA Income 

Current 	Law 

For AFDC, the income ofa tkpenden/ child 'Which is derived from participation in a JTPA program 
may be disregarded, Earned income may be disregard jor a period up to su months per calendar 
year, Unearned Income may be disregarded llUiefinlrely (secllon 402(a)(8J(A)(v) a/the SSA), 

Under Food Siamps, training allowances/tom vocational and rehabilitalionprograms and JTPA 
earnings are excluded. except income from onMthe-job training programs under section 204(5) oftitle 
11. All OJr illcome of individuals under age /9 and under parefltoi control is excluded. (7 CFR 

273,9(b)((I)Oil) and (v); 273,9(c)(10(v) 


Leg-islative Snecifications 

(a) 	 Amend the Social Security and the Food Stamp Acts to disregard as income all training 

stipends and allowances received by a thUd or adult from any program, including JTPA. 


(b) 	 Eliminate targeted earned income disregards so that the earned income from any onMthe~job 
training programs or from a job will be counted after the general earned income disregards 
are deducted. 

6. 	 Treatment of Inrnme: from Complementary Programs 

Current Law 

Under AFDC rtguicuioru. Stales may disregard aisisloncejrom other agencies and organiztllio/ls that 
are jor a different purpose (complemenrary) than AFDC and do nor du.plicate needs already met in the 
need standard, (45 CFR 233,20(a)(3)(vil) 

With specified t'.XceptionJ'. the Food Stamp program disregards cash donations based on need [() the 
household not to exceed $300 in any one quaner from one or more charitable organizations. (FSA 
S(d), (k); 7 CFR 27J,9(b), (c)(13), 

(a) Amend the Social Security Act to adopt the current Food Stamp policy, 
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7. 	 SYvolementai Pa)!lJl!lnlS 

Current Law 

Section 4C2(a)(28) ofthe Social Security Act requires tlwse Slates that deduCT incomejrom the need 
rather rluJn the payment SltiMard (fiJl-the~gap) IWW and in July of 1975 to provide a supplemental 
paymeIU to {wniiies who have less disposable income because child support is paid to the child 
support aRency instead ofdirectly to the family. 

Food Stamps ~ No such provision exists in the Food 5ramp program, 

Le&islat~ Specifications 

(a) 	 Amend the Social Security Act to remove this provision. 

It 	 Treatment of ln~kind Inrome 

kurrent Law 

AFDC rules require earned In-kind income to be counted, As a matter a/policy, States may disregard 
any unearned in~kind inccme. !fthc State elects to count unearlWd in-kind income, the amount 
counted is limited to the value of the item in the State's need standard, 

Under Food Stamps, in~kind benefits such as food, dothing. housing. produce are excluded, (FSA 
5(d){I); 	7 CHI 273.9(c)(1)) 

Legislative SnecificatiQns 

(a) 	 Amend the Social Security Act to require States to disregard both earned and unearned in-kind 
income, 

. .., 6 . UNDERPAYMENTS 

Current Law and Policy 

Section 402(a)(22) ofIhe Social SecuriJy Act requires State agencies to promptly take all necessary 
steps to com~ct any underpayment. Regulations at 45 CFR 233,20(0)(13) limit the issuance 0/ 
underpaymems (both agency and ellem caused) to current recipients and former recipients who would 
be currently eligible if lhe error causing t~ underpayment had not occurred. As a result of Iltigation, 
program poli<.:y also permits Stales to issue underpayments to former recipients who would lW ionger 
be currenJly eligible, 1he amount ofthe utuiefJJf1yment is not limited by the number ofeligible momhs 
covered, 

Secti(}n J J (e)(l 1) ofthe Food Stamp Aa provides Ihtll benefits are 10 be restored to a household 
requesting them if the benefits have been "wrongfulJy denied or terminated." The perlod for which 
benefits are restored is limited 10 one year prior to the daJe the Sraw agency either receives a request 
for restoration from the household or otherwise learns that a loss 10 the household occurred. The 
F(){)(,/ Stamp rule (1 CFR 273.17) aiso prohibits the State agency from restoring benefits for a period 
longer than 12 months, The rule requires that benefits be restored even if the household is currently 
ineligible. 
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To provide ciiems with a falional and consistent policy in the processing ofunderpayments, 

Legislative SD~ificatiQns 

(al 	 Amend section 402(.)(22l of the Social Security Act to conform to Fond Stamp law by 
requiring the issuance of agency caused underpayments to current and former recipients for a 
periOO not in excess of 12 months from the date that the agency learns about the 
underpayment. 

Rationale 

Since clients are responsible/or reponing cJumges in circumsrancC51hat affect eligibility and benefits, 
a 12~1tWnth limit on restoring lost benefits due to agency error reinforces positive behavior. The 
change also achie)''es consistency between the AFDC and Food Stamp underpaymeru policies. 
However, because the proposal represents a contraction ofAFDC program policy (i.e. •• the 
prohibition on underpayments due to client error) client advocacy groups are likely to object. 

7. 	 TERRITORIES 

Welfare Refonn Working Group staffhave met with representativesfrom Puerto Rico atul the other 
territories to discuss recommendatIons relalive to lhe operation and funding ojthe territorial welfare 
programs. These represemalives. inciudIng stafffrom the territorial Congressional delegation, 
recommended that we (1) eliminate the funding cap, and (2) extend SSI to the territories. In addition, 
lhe representative from American Samoa believes rhat the terrlwry should be permitted to operate an 
Aid to the Aged, Blind. and Disabled (MEV) program and receive appropriatejUnding. The 
representatiws also asked that funding for JOBS, child care, and the application ofthe lime limit be 
addressed. For example, Puerto Rico is concerned lhat the two year time will be difficul! to enforce 
in an econOfTiY with 18 percem unemploymc1tl. 

Current Law 

Section 1108 0/ the Social Security Act permits the territories (i.e" Guam. Puerto Rico, ami the 
Virgin Islands) to operate the AABD ant! AFDC programs: American Samoa is only authorized to 
operale an AFDC program, Funding for ChiJd Core and Transitional Oilld Care is provided for 
under the JOBS limit of eruiflemelU. 1/the ferritory elects to opercue these programs, it must also 
have a title lV-E or FOSler eare program. The ferritory must adhere to the same eligihility and 
payment requirements as the States. The Federal "overnment mluches 75 percent of costs; however. 
funding/or the territories is capped. The caps are $82 million/or Puerto Rico. $3.8 million/or 
Guam, and $2.8 millionfor the Virgin Islands. Between 1979 and the present, the caps M-'ere 
increased once, by roughly 13 percem. 

10 create tealisticfunding levels for the territories that are reflective ofthe current economy and 
caseiQ{lfL A mechanism that will provide occasional ailjustmelUs illjunding levels will he devc{oped 
tD rep/ace the current burdensome method 0/petitioning Congress for adjustments. 
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Legislative Snecjficatkms 

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 ~ percent and create a mechanism for indexing. The territories would not be required to 
operate AFDC·UP programs. 

Rationale 

The number ojpublic assistance programs fUnded under the current cops, coupled with only one 
adjustment to these caps in 15 years, has seriously limited the territories' (lbilities to provide, let 
alone increase benefits. Benefit payments ahavt the cap arefinanced J()() percent by the territories, 
resulting In situations such as Guam's where the Federal share is roughly 40 percent. Puerto Rico 
reports that, since 1987. AFDC caseloads have nearly doubled from 98,(}()() units to 183,000 units, 
Further, beginning October, 1994. Puerto Rico will be required to extend eligibility to two~parent 
families. PlJeNO Rico estimates that an culJitional40/)()() families will be eUgihle for AFDC due to 
this provision, Ifmatch rates were determined by formula, as they are in the States. the territories 
would be eligible for higher match rates. Increasing the caps and pfOviding a mecJwnism jor efficient 
adJustments to those caps wiJl not only continue to give territories Ihe authority to operate public 
assistance programs but Ilfiequate means fO do so as well (See Appendix A. Fact Sheet On The 
Territories). 

8. 	 DECLARATION OF CITIZENSIIIP AND ALIENAGE 

Current Law 

Section 1137(d) 0/the Act requires, as a condition oj eligibility [or assistance, a declaration in 
writing by the individual (or, in the case ofan individual who is a child, by another on his/her behalf) 
under penalIJ ojperjury, stating whether or not the individual is a citizen or national ofthe United· 
States. and, ifsuch individual is not a citizen or national of the United States. whether he/she is In a 
satisfactory immigration status. 

To bring the AFDC program into alignment Wilh Food Stamps by allowing one adult member ojan 
, applicanJ assistance UJ1it to Sign the declaration of citiunship or alien status jor all members ofthe 

ut/ii, 

Legislative SOecifications 

(a) 	 Amend the Social Security Act by revising section 1137(d)(I)(A) as follows: 

(I)(A) 	 The State shall require, as a condition of an individual's eligihility for benefits under 
any program listed in subsection (h). 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. Slating whether or not the 
individual is a citizen or national of the United States. and, if that individual is not <I 

citizen or national of the United States. that the individual is in satisfactory 
immigration status. 
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The currenJ requirement is administratively burdensome as it requires each adult in the AFDC unit to 
sign a separate declaration. This proposal wiU allow the adult payee or principal earner in an 
assistance unit (0 declare on behalfofhislher spouse "and children, thereby simp/ifjing the appllcation 
and redetermination process, This propcsQJ would also provide ronsist~ncy with Food Stamps. 

9. 	 RECOVERV OF OVERPAYMENTS THROUGH FEDERAL TAX INTERCEPT 

Current Law 

Section 402(0)(22) a/the Social Security Act requires. as a condition/or aid and services to needy 
families wilh dtildren, a State plan which must provide lhat a State agency will promptly take all 
necessary sleps to correct any overpayment to any individual who is no longer receiving aid under the 
plan. Recovery shall be made by approprifJIt action under State law against the income or resources 
of/he individuoJ or the family. 

To allow State agencies to recover A.FDC program overpayments through the use oj a tax intercept 
program in C(jordinaJion with the IRS. A 50% match rale to cover administrative costS will be 
provided. 

Legislatiye Snecifications 

(a) 	 Amend section 4OZ(a)(22)(b) of the Social Security Act to permit State agencies to cootdinate 
with the IRS to intercept Federal Income Tax Returns for the collection of outstanding AFDC 
overpayments, provided they pursue other means of oollection under State law prior to using 
the Federal 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 Staus IuIve rhe authority 10 intercePt Stare lax refunds but are unable to do so if the 
overpaid ituiividuai moves to another State. A Federal system would allow States to collect from 
individuals. regardless oftheir State ojresidence, FNS has been running an IRS tax intercept 
program as a demoltstration project since 1992. TIle program has proved to be very effeclive in 
collecling outstanding overpayments, so much so that FNS has expanded the demonstration every year 
to include more SlateS, A 50% match/or administrative COSfS supports the Administration's 
philosophy that the administratioll 0/ the AFDC progr(l1fl shoTJId be an equal Federal/Stale 
partnership. 
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D, 	 REGULATORY REVISIONS 

11u!: effort. compromise and time involved in making statutory revisions and amendments make the 
ideruiflcation ojreforms that am be implemented with comparatiw ease through regulatory 
amendmem and revision a must. The following proposals, while jew in nwnber, will provide for more 
timely reforms and allow Slates to' at least begin to simplify and streamJ.ine assistance programs while 
the broader re/onns ore addressed by Congress.. ' 

I. 	 MICROENTERPRISE EXPENSES (SELF-EMPLOYMENT) 

Current Requirements 

In the AFDC program, the rules (45 CFR 233.20(aJ(6)(v)(B)) provide that projitjrom self-employment 
(e.g.• microenlerprises) is derived from subtracting business expenses from gross receipts. Ali the 
earned income disregards (Section 402(a)(8)) are applied to the profit the same as income from 
wages. AilowabJe business expenses are tJwse directly related lO prodUcing goods or services. 
However, the following expenses arc not allowed: depreciation. purchases Of capital equipmetU, 
paymetUs on the principal 0/ loons for capital asseU Of durable goods. perso/WJ transportation, and 
personal busuress or clltertaitunent expenses. A State I'n.I1Y designate an objective flat amount or 
percentage for se/f-employmetU business expenses, but must allow higher aclual costs. 

The Food Stamp program excludes from income lhe cost ofproducing self-employment income. The 
rules (273. 11(a)(4)@ list the following examples Of the specific costs that should he excluded: the 
identifiable costs oj labor, stock, raw material, seed andjertilizer, interest paid to purchase income
p,:oducing property, insurance premiums, and taxes paid on income-protiucing property, The 
follOwing expenses are not excluded as costs ofdoing business: payments on the principal ofthe 
purchase pric(! o[incotnR-producing real estate and capiTal assets. equipment. machinery, and orher 
durable goods; net losses from previous periods; and depredation. In addition, Federal, State. and 
local income taxes. retirement tnlHdes. and other work related personal expenses (such as 
mmsporrarion to and from work) are not allowed because these expenses are accounted for by the 20 
percent earned income deduction in Section 273.9(d)(2) . .., 
Regulatory Specifications 

(a) 	 Change the Food Stamp and 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, Qr if none 
yet claimed according to 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 identitiab~e costs 
of labor, stock, raw material, interest paid to purchase income producing property, insurance 
premiums, and taxes paid on income producing property. 

Rationale 

A compatible AFDe/Food Stamp exclusion for business expenses, including a deduction for 
depreciation or actual the actlUll expenses ojnecessary assers, would result in greater effectiveness, 
clarity and efficiency in the administration Of both programs, The change ",'Ould encourage ~'elf
employment, self~suJficiency and recognize the legitimate cost ofdoing business. Allowing the 
eligibility worker lO recognize business deductions as claims by the lruiividWJl for income tax purposes 
would simplifY such calculations. 
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2. 	 BOARDER INCOME 

Current Requjremen~ 

Under lhe AFDC program, neilher the statute or rules address allowable costs of business income 
received from b()(U'ders, Under program policy. a State may designate aflat amount or percelUage 
for self-employment business expettSes. HO'Wever, the State must allow higher documefUed costs. 

The Food Stamp Act is also sUelJl on specific procedures for determining the income 0/households 
with se/f..empkrymenr income from boarders, HtYW'eVer, the House Report which accompanied the 
Food Stamp Act of1977 (H.R. 95-464, page 38) indica/es Congressional in/en/ thai the cost ofdoing 
business jor boorder income be calculated "for purposes of administrative ease, at a fixed rate or lhe 
value ofa tnOl11h1y coupon allotment for a one-person household" for each boarder. The report also 
indicllIes Qmgressionai intent that actUilJ coSts be allowed, but the c051ucluslons from income 
cannot aceed the income received, 

Section 273.ll(b)(1) 0/ the Food Stamp rules provides procedures/or calculating the income received 
from boarders based on the iegislative history contained in the Food Stamp Act, income from 

, boarder'S includes all direct payments to the iwusehold for room and meals, including contributions to 
the household's shelter e,xpenses. The cosl ojdoing buswss is either (1) the maximum allOimefil 
amount for a household size tMl is equal 10 lhe number of boarders or PJ the actlJal documented cosr 
ojproviding room and meats, if that cost exceeds the maximum aliotmeJU amount. if aClUai costs are 
used. only separate and identifiable costs ofproviding room cmd meals to boarders can be excluded, 
The excluded cOsts cannot exceed the amount of income received. 

Regulatory Specifications 

(a) 	 Modify AFDC and Food Stamp rules to permit States the option to allow a flat rate, a 
percentage. or either the maximum allotment for a household of the same size as the number 
of boarders in the thrifty food pJan or the actual documented cost. if it is higher than the 

, allotment. The same procedure would he adopted for each program. 
" , 

Rationale 

A unifonn AFDCIFood Stamp policy in ca/waling boarder income would result in greater 
effictiveness and efficiency in the administration ofbOlh programs. 

3. 	 REPORTING AND BUDGETING 

One ojlhe major complaints about the differencts between the AFDC and Food Stamp programs is 
thaI the programs use differem periods to determine benefits jor the current momh OM require to() , 

much reporting ofchanges in circumstances. 1n a transitional program where more recipiems may 
have fluctuating income, the reporting burdens on recipients, the fluctuations itt benefit amounts, and 
the constant need for case worker recalculations ofbenefits ~'Ould impose complexity On all panies 
involved, 
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Current Requiremenl.S 

(A) Monthly Reporling and Budgeting Requir<menls 

Both AFDe and F()()(/ Stamps permit StOleS to adopt monthly reporting requirements and to use either 
retrospective or prospective budgeting to determine the benefit amou1I1S jor some or ali caSes. Yet 
there are some differences in applicaJion. For example, Ihe Food Stamp Act permits retrospective 
budgeting ofnon-monthly reponing cases, while rhe Social Security Act does no1. 

Under t.I W!211Lhly mxminl and rerrosuective. budgeling wem.jamiJIes,relXJrt income and other case 
circumstances every nwnth. whether or not a change affecting eligibility and payment amounts has 
fJCcu"ed since the previous month. This information, as well as any supplementary report oja 
change in circumstances. is used to determine continued eligibility and to determine the amount of 
assistance based on a prior month's income. 

Under a OTQSDectiye budgeting mtem. eligibility and benefit amounts are based on il projection of 
income and circumstances that will exist in the month/or which payment is to be made. The Food 
Stamp program by regulation and statute is more prescriptive in how the estimotes are to be made. 
The AFDC rules are not contained in statute and provide States more flexibility in making the 
estimate, 

(8) Effective Date ot Reported Changes 

Both programs require families to report changes in circumstances, In ~FDC. Stau:s must establish 
procedures jor timely and accurate reporting of changes that affect eligibility and amount of 
assistance. Any clwnge is effective in the mo/Uh il occurred. Food Stamp rules allow for a tolerance 
in which a change of less than $25 per month does n01Mve to be reported and the rules governing 
the effective dale ofany change give the recipient and agency lime to report and act upon lhe change. 

(C) Earned Inconte Penalties for Failure to Report 

, 
" 	 80th programs impose earned income deduction penalties when recipients jail to report timely, Under 

the AFDC program the penalty is applied whenever a recipient fails to timely repori wilhaut good 
cause. In the Food Stamp proliram, the pelUllry is applied 10 any ponion oj income Ihe recipient 
wilifuJIy Jailed /q report. Tn AFDC lhe penalty applies /0 lhe $9{) work expense disregard. the child 
carc disregard and lhe $30 and 113 earned inCome disregard provisions, Under the Food Slamp 
program. the penally is applied by not disregarding the 20 percettt earned income deduction to any 
portion 0/ the income that the recipient wilfully failed to report. 

{D) Recertification Period 

In the fOod Stamp program. recertijication ofeligibility is mandatory and must aceur every one to 
1lVelve months (depending on the character,istics ofthe household) under specific procedural rules. In 
AFDC. redelermination Of eligibility must occur every six to J2 months according 10 State established 
procedures. Unlike AFDC, food stamp benefits automatically terminate 'when the certification period 
expires. 



Regulatury Sl)ecificatiQns 

(3) 	 Allow States to continue to use retrospective and prospective budgeting. Require recipients to 
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 redpient. Significant changes in 
income include getting or losing employment. promotion, permanent changes in hours 
worked, etc. Non-pennanent fluctuations in income (overtime. absence) ate not considered to 
be significant. 

(c) 	 Overpayments wou1d not occur where recipients report timely and the agency makes 
adjustments no later than the second month after the month in which the change occurred, 
subject to notice requirements. These specifications closely conforms to current Food Stamp 
program policy. 

Rationale 

These proposed administrative rules will significantly simplify benefil calculation procedures for joint 
AFDCIFood Stamp households. By fationalizing the procedures in benefit determination and 
calculation, workers aM recipienls will benefit through less paperwork processing and time spent on 
recalculating benefits because OfjluCiuGlions in income. The rules maintain a balance between 
assuring benefits are accurately detennined by reducing the current campiexitte! retaining the 
appropriate lel'el ofresrwnslbilities on recipients to repon in/onnatlon. 

4. 	 A{TfOMOBII£ lUlSOURCIl LIMIT 

Cprrent Regyirements 

The Secia! Security Act providesJor the exclusion ofso much ofa family member '$ ownership interest 
in one automobile as prescribed by the Secretary. 1hat exclusion is set by regulation at $1500 equity 
value (or it lower limit set by the State) in Olfe vehicle with any excess etlufry value cOWlled toward 
the $I/XX) AFDC resource limit. 

The Food Stamp Act provides for the total exclusion of vehicles that are used over 50 percent ofthe 
time for income~producing purposes; annually producing income consinent with their FMV; necessary 
for long distance travel for work (other Ihan daily commute): used as fhe household's home,. or 
needed 10 transport a physically disabled household member. For Ihe following vehicles. the amount 
of lhe FMV over $4,500 is counted as a resource; one per household (regardless of use),' and vehicles 
usedfor work, training or educalion to prepare for work in accordance with jood stamp employment 
and training requirements. For all other vehicle~. the FMV over $4,500 or rhe equity value, 
whichever is more, is counted as a resource. 

ReJiable transportation will be essential to achieving self~sufficiency for many recipients in a time
limited program. Because a dependable vehicle is imponant to individuals injiJUiing and keeping a 
job, panicuiarly for Ilwse in areas without adequale public transponation, both the AFDC and the 
Food Stamp programs need a conforming aUiomobiJe resource policy thn( supports acquiring reliabh: 
vehicles. 11tis proposal would simplifY the automobile te:NJUrCe policy by'collforming the program 

47 




, , 

rules and reducing the unnecessary complexity and confosion/or program administralors in both 

programs. 


&~Iator)! SD~ifiCittons 

(a) 	 Exercise Secretarial authority and amend the reguJatioll$ 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 brillg a level of corifonnily between the two programs that would eliminate 
some ofthe administrative complexity involved wiJh valuing vehicles under varying criteria and 'WOuld 
result in greater effectiveness and efficiency in the administration of both programs. 

5, 	 VERIFICATION 

Current Requirements 

Food Stamp law ami regulations include specific requirements for verification and documentation of 
inJormntion needed for eligibility and benefit detennilWlions. Food Stamp regulalions mandate 
verification o/wilily and medical expenses (when actual is claimed), identity. residency (address), 
disability and houselwkl composition. In the AFDe program, the Act and regulations do nol address 
how verification is to occur but State procedures have genero.lIy'conjormed to the veriflcaIion policy 
outlined in the Federal quality control manual. 

Under the Fond Stamp Act (FSA.) (sectwns 11(e)(3),(9)) and Social Security Act (Act) (settions 
4D2(a)(25) and J137), income must be verified through the In.come and Eligibility Verificatitm System 
(IEVS). The Stote must request wage and benefit in/ormation/or from the S/(ue Wage Injormatwn 
Collection Agency. the Social Security Administration, and the agency administering Unemployment 
Insur<mce Benefits. Unearned income informatwn must be requested from the ImerJUIi Rewnue 
Service. Both programs are also required by law to verify alien status through the Immigration and 
NalUralizalwn Service's Systemic Alien Verification/or Emitlcmem system. 

Both programs review the accuracy ojeligibility decision.s and benefit amotllus through quality cOlllrol 
systems. with the intended resultlhat much information is verified oJ application and at recertification 
to avoid errors. StateS nttty, in both programs, adopr Olher verijicQli(m requirements. 

Federal computer matching and verification req{liremems are often burdensome for both clients and 
eligibility staff, Even where SlaleS have flexibility. the emphm'is on payment accuracy and the 
potel'llial for fiscal quality cotUrol penalties have often resulted in unnecessary documentation, delays 
in benefits and improper denials and termin.ulions. Yet. to assure the public that Iheir raxes are being 
spem to serve only Ihose in need, verification will continue to be a critical compon.ent of the new 
system for delivering assistance to families. States muSt be afforded the flexibility co simplify 
verification proc('dures, while assuring program integrity through minimwn standards. 
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• . . 
Regulatory Specifications 

(a) 	 Exercise current Secretarial waiver authority and amend regulations so that: 
~.States may choose the verification systems, methods and tjme~frames for action; 
- States may choose the computer matching activities that are most effective provided that the 

alternative match or verification process is just as effective as those required rEVS and 
SAVE; and 

- States may verify additional factors of eligibility_ 
- 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 wilt be included in the State Plan. 

Rationale 

Stales will welcome the increased flexibility provided by lhis proposal and be llble 10 streamline their 
verijicaIion activilies, saving time and paperwork, At the same lime, the State plan approval process 
will ensure adequate protection of client rights and program integrity without restricting Stale 
flexibility. 
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C. 	 TECHNICAL ASSISTANCE AND EVALUATIONS 

AllthQrity to Dm lQllSlWQRK and Child Care Funds fQf Research. IlvalUatiOn il!l<I 
Technical Assistance Purposg;s 

Current Law 

There are a variety of ways tlwl funds art set aside for evaluarion oversight and technical assistance 
support to programs, The Fmnily Support Act, for example, authorizes 'specific amounts for 
impiemeftlatiO/J. and effectiveness studies oj the JOBS Program. Under the Head Start Act. J3 percent 
ofannual appropriations are reserved by the,Secretary for a broad range of uses including training. 
technical assistance and evaluation. The Secretary ofHHS. at her discretion, sets aside 1% of Public 
Health program funding for evaJ.uaJion 0/its programs. 

Annually reserve i % ofthe rotal capped emitlemem fUm/ing for the Secretary ofHHS 1§!;!!t;J:1i,59fcl) to 
spend on JOBS, WORK and AI-Risk Child Care/or research, evaluatIon, and technical assistance. 

Rationale 

Sufficient fund.t should be available to ensure lhiU the Depanmen1(s) can provide adequate levels of 
technical assistance /0 States, exercise oversight over Slate implementation o/welfare reform, and 
carry Ok! orher supportive research and training aCli':i1ies. TIeing fonds to a percentage ojthe overall 
program dollars ensures that as the program grows, funds for research, evaluation and technical also 
grow. 

L&&islative SpC(fifi~tiQO!l 

(a) 	 Reserve to the. Secretary from. amounts authorized for the capped JOBS, WORK and At-Risk 
Child Care funding, up to ~Tgrr,t~~ for each fiscal· year for expenditures for evaluation. 
research, training and technical assistance. 
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NON-CITlZEN PROVISIONS 

A. 	 UNJI10RM ELIGIBILITY FOR NON-CrnZENS 

1, 	 AQruya Uniform Standard for Determinjng Alien EligihiIity for NQn:Citizens Under AfDC. 
Supglemental Securitt Inrome. and Medicaid 

Current Law; 

Assuming they meet 311 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 qualify for benefits of the AFDe, Supplemental Security Income 
(SST). Of 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 pennanent residence or unlawfully. PRUCOL status is not a specific 
immigration status but rather inctudes 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 I, 19SQ, 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 ~ and Sudoooir 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 asylum status~ 

.. 	 who entered before January I, 1972" and continuously resid-ed 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 deportation. 

In the case of Berger v. Secretary. HHS. the U.S. Court of Appeals f-or the 2nd.Circuit in interpreted 
PRUCOL for the 5SI program to include J5 specific categories of aliens and also those aliens whom 
the Jmmigration and Naturalization Service {INS) knows are in the country and "does not contemplale 
enforcing" their departure. SSA foIlows the ~ court's interpretation of the pbrase "does Mt 
contemplate enforcing to include aliens for whom the policy or practice of the INS is not to enforce 
their departure ali well as aliens whom it appears the INS is otherwise permitting to reside in the 
United State." indefinitely. The Medicaid regulations include the same Prucol categories as the SSI 
regulations. 

The Sydomir v, Secretary. HHS decision, which focus:ed on AFDe eligibility for asylum applicant:'>, 
was less expansive, The U ,So 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 nece.~sariI)' be disqualified for SSI due to the Berger 
decision. 
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(a) 	 Eliminate 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 tiues by 
identifYing in the statute the specific immigration statuses in which non-citizens must be 
classified by INS in order to qualiry to be considered for"AFDC. SSI, or Medicaid eligibility. 
SpeciticaUy, provide that omy aliens in the fuUowing 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 24SA 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 chi!d 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; 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(3)(7) of the INA (relating to' 
conditionaJ entry status as in effect ptlor to April t. 19S0)~ 

section 208 of the INA (relating to asylum); 

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

, 
'., 

section 243(b) of the INA (relating to a decision of the Attotlley General to Withhold 
deponation). 

(b) 	 The proposal would continue the eligibillty of those aliens eligible for AFDC. SSJ, 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, 

(c) 	 The proposal would also allow state and local programs of assistance to utilize the same 
criteria for eligibility. 

Rationale; 

Some aliens considered PRUCOL did not enter the United States as immigrants under preserihed 
immigration procedures and quotas, but entered UlegaHy. Others entered legally under temporary 
visas but did not depart. The courts have determined some of these aliens to be eligihle for henefits 
under the definition of PRUCOL, even though such individuals have not received from the INS 3 

deliberate immigration decision and status for permanent presence in the United States. Therefore. it 
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is reasonable to restrict AFDC. SSI, and Medicaid eligibility to specific categories. of aliens who have 
entered the United 5lates lawfully or who are likely to obtain permanent resident status. 

Determining which aliens must be eonsidered 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 wouId eliminate the ongoing uncertainty about the precise 
scope of the eligibility conditions and potential inconsistencies regarding allen eligibility in the three 
programs, Additionally. the alien eHgibility categories proposed for AFDC. S51. and Medicaid would 
be consistent wjth the proposed categories in the AdmInistration's Health Socurity Act 

The food stamp program has avoided similar problems because the categories of aliens el1gible 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 lNS, )n many cases, an alien's 
"tatu& as PRUCOL must be re-verified annually. 

B, 	 SPONSOR·To-AUEN DEEMING 

Cyrrent Law: Under immigration law and policies, most aliens la»fully admitted/or permanent 
residence and certain allelU paroled in/a the United Stales are required to have spblUors, ' 

Sections 1614(/)(3), 1621(a). and 415 o/the Social Security Act provide thai in determining SSJ and 
AFDC eligibility wuJ benefit amount for an oJien, his sponsor's (and sponsor's spouse's) income and 
resources are deemed to the allen/or 3 years after lhe alien's em!)' in/a the United States, Public 
Law 103~152 extends the period 0/ sponsor-to-alien deeming in the SSI program from j to .5 years for 
t!wse applying/or benefits beginning January 1, 1994 and ending Ocmber /, /996. Far the SSl 
program, these deeming provisions do not apply to an alien who hecomes blind or disabled after entry 

, irno the U.S. The Food Suunp program currently provideslor a three~year sponsor·to~lien deeming. 
period. In ,general, most SSI and AFDC recipienls are eligible for Medicaid benefits. However, tille 
XiX o/the Act-governing the Medicaid program~-does rwt have proviSions on sponsor-w,.a1ien 
deeming. Immigration law provides generally that an alien who has resided continuously in the 
United Stales for at least 5 years after being la»-fully admitted for pennanenl residence may jife on 
application/or U,S, citizenship. 

Legislative SnecificatiQns 

(a) 	 Make permanent in the SSI program the five-year period for sponsoHo-aJien deeming. 

(b) 	 -Extend SponsoNo.a1ien deeming from three to five years in the AFDC and Food Stamp 
programs. 

(c) 	 For the period between five and ten years after being lawfully admitted for permanent 
residence in the U.S,. no sponso'roo immigrant shaH be eligible for benefits under the AFDC. 
SSJ, and Food Stamp programs, unless the annual income of the immjgrant's sponsor is below 
the most recent measure of U.S. median family incnme, 
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,. 	 ~ Annual income~ of the sponsor shall include the most recent measure of annual 
adjusted gross income (AGO of the immigrant's sponsor, and the AGI of the 
sponsor's spouse and dependent children, if any. 

"Median family 	income" sball be based on the mos.t recent Bureau of the Census 
measure for U.S. median family income for a11 families. updated by the most recent 
measure of cbange in the Consumer Price Index (CPI-V). 

NOTE: 	 For example, CPS data 00 1992 Income is unUable in October or 1993. 'The 
measure or 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 
ehe measure of median (nmlly inrome for 1993, which sh.ould be published in the 
Federal Register in February/March 1994. This measure will then be compared 
to actual family income ror 1993 which should be available after Aprll 15, 1994. 

(d) 	 Each year the Secretary of HHS shall publish in the Federal Register the median family 
income anIDunt that will be used to determine the eligibility of sponsored immigrants for the 
AFDC, SSI, and Food Stamp programs. 

(e) 	 State and local programs of assistance are delegated the authority to use the same deeming 
eriteria for determining eligibility of SiKHlSOrOO immigrants for benefits under their programs 
as is used by the AFDC, SSl. and Food Stamp programs. 

(f) 	 Effe~tive with respect to applications filed and reinstatements of eligibility following a montb 
Qr months of ineligibUity on or after October 1st 1994. 

Rationale: 

The number of immigrants enterl1!g the U.s, has been increasing recently and has had effects on the 
number ojpers01tS receiving berte-fits. For example, in the SSt program the number a/immigrants 
wiw received SSI in ~cember 1992 was more than'double the number who receh'ed benefits in 

'I, December 1987. 1Wemy-jour percem ojaliens lawjUlly admittedjor pemumenr residence Oll the SSI 
, rolls ill December 1992 came onto the rolls within 12 months after their 3-year sponsor~to~aUen 

deeming period ended, indicating that the deeming provision is instrumental in delaying alien 
eligibility for 58L Extending the deeming period avoids increases in benefit program costs which 
would olhenvisl.; occur as a result ofincreasing immigration into the Uniled Slates. 

For example, under the SSI program, many elderly immigrants are sponsoted by their children who 
have signed affidavits ofsupport. 11 seems equitable to require the children to continue to support 
their relUlives beyond the 3~year (or 5-year) period. rather than allow the parents to obtain ~,>,elfare 

! 	 entitlement benejiJs soleiy on the bQ$is oj age, particularly if Ihe sponsors are jilUlncialiy able to 
cominue supporting the tmmlgrams they have sponsored, Sponsors generally have sufficient income 
and resources 10 support their alien relatives as indicated by the facllhal only 14 percent of 
sponsored aliens on the SSI rolls in December 1992 became recipients wi{hilllheir 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 tligibililY criteria-as 
is the case with current law, This proposal merely requires sponsors to continue/or a IOllger period 
Of lime 10 accept financial responsibility for lhose immigrants they choose to sponsor, 

Once aliens become citizen,l', it is appropriate to discontinue sponsor deeming. Alhms generally can 
apply p)( citizenship after 5 years' residence in the United States. ' 
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