
· •. ~ 5-94 TVE 17:25 SSA/OLeA WASH, ,DC_ .... _ ..It: FAX NO, 2026905945" P,OI 

OFFICE OF HUMAN SERV1CES POllCY 

FAX SHEET 


DATE:. April 5. 199~ 

,,1I... &:"""'ed"--_ ~_ _____M........ .__. 


.:;..tPHONE NO.: !tl!l5~~",5aJ!'-lI.5__~__________ 

;~";!lher of Pages:' 
c "or Included) 

NOTE: 

FROM: 

Ol\GANlZATION, 

TELEPHONE NO.: 

FAX "'UMBElb 

... 

" 

DHHS/OSLASV;/HSe 

",20..2",/6..,9",,1l::c14lljO!lL9____--'-_ 

2OtJ§9Q.§56,...Z______ 



SSA/OLCA WASH. ,DO FAX NO. 2026905945 P.02 

? • Biometric Identification 

.',' l.odivid"al could apply ror ""d receJ.ve mUltlpla Social 
,,,,rity Numbers by presenting raIse ident:irJ..,ation documents. 
~retore, it 1s possible that one could receive multiple 

.M! stlJ11ce benet.i ts by submitting treuduleJlt 4ppl:l.catione under 

;!:erent social seourity Numbers. It 1,. desirable to conduct II 

tL!"Y to asseu the severity ot multiple elU"Ollments i.n tbe 


"[!;'rent Moe program. 

'l~motric identification such as fingerprint,'retinal scannin9 

';1 hand 9sometry recognition has been proven to be the most 

,ur" identity authentication method. 


, ,~ngeles County bagan its fingerprint identification system 

< its General Relief proqram in 1991. It was estimat~d that 

::.:; '& ot approved cases were terminated. because of clients I 


.ltlingness to be fingerprinted • 


. c<land and Onondaga county Departments of Social services in 

., ;tato of Nev York also initiated fingerprint identification 

·,t~ms for their Home Relief program and terminated 4.3' of the 

_tlcipants because of refusal of fingerprinting. 

'~rtun"tely, neither study actually intervieved the 

ticipants Who were terminated for their refusal to provide

,'rprinte to understand tha reasons why. Consequently, the 


, ',ntags of participants who actually received multiple
,:.l:anC:8 pal'lllents is unknown. 

",:oved under section 1115 of the social Security Aot Los 
~les will soon expand the finqerprint identification £ystem to 
,ade the AFDC population for a period of 3 years. 

~.esentative Laaio (~-NY) introduced a bill (H.R. 3727) in 
_ary, 1994 requiring the Secretary of Health and HUman 
vices to conduct a study of tho feasibility of using biometric 

. has to verify the identity of persons applying for AFDC 
"'its. 

recommend that HHS provide funds for Los Angeles County to 
low·up vith individuals Who are unwilling to provide
'jerprinte in the forthcoming pilot to detamine the impact of 
l"rprinting and true percentage of multiple enrollments. 

,adition, we recommend that HHS support a fingerprint 

~~stration project for tvo adjacent cities in two different 


. ":tlS to assess the interstate lIlultipla enr,ollments prOblem. 


... 
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Standard Computer Interfaces and Electronic Data Interchanges 

, :Js.n 

""'1)"dlng to a GAO survey, there are J.25 Federal programs
,.ding OVer $16 billion annually providing employment 41ld 
,'fling servi.ces. Although the State IV-A agency vill hav" tile 
',n,ate administrative responsibility in managing both tbe JOBS 
;;ORX programs, it is envisioned that many States vl11 manage 
program through JTPA, Department of Education or pri.vate 

,ractors. since ~st of the service programs are managed in a 
~n~ralized environment, seamless communications 1ntrsstructure7, State IV-A agency and its "OBS and WORK servieas prOViders 

, ,! ba needed to ensure that (a) redundant data collection is 
lcl.d 	at various application intake points; (b) proper services 
"'e,uf<lred; (e) tbe outeam"s are meeti1lg the intended goals and 

. ,,~J.vosl and (d) tba State j .. able to provJ.C/Q the regulred 

to the NatioDal Clearinghouse. 


',' ~()E and H1!S (and perhaps industrY representativel need to 

~ jointly in developing: 


COlUputer interface standards ta specify the "hand-shalte" 
procedures to ensure communications batwean computers of 
different hardware arehitectura and operating system; and 

) 	 standard electronic data interchange (EOl) transaction 
~efinitions for: (1) the sharinq of assessment of sltill 
levels, service needs and achievement objac~ivesJ (2)
opeeific services delivered including the n~bQr of hours of 
training; (3) outcomes of the services rendered; (4)
problems or barriers encountered including all events 
subject to program sanction; and (5) financial transactions 
,,,.oelated with budget preparation and expenses accounting. 

Information Sharing Between Pederal and State, Agencies 

t" :-ther stem traud~ waste, anef abuse .1n all benG:ti t assistance 
. "mB including unemployment compensation (UCI, and to detQQt 
",,(dmate claiming oL tax exemptions, appropriate legislation
1 be enacted to permit information sbari.ng between ACF, IRS, 
, ~tate agencies administerln~ welfare assistance programs

,;,ding food stamps, and the state Employment SIl"urity 

,; dstratJ.ons (SBSAs). ' 
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jnterageney work group includinq members from ACF t SSA_ IRS, 
USDA an~ States reprasentativ8s should be convened to 

. ',H and develop leqislative specifications which would permit


..• tar matching an~ information sharing tor. 


The Clearinghouse to access the SSA enumeration filee to 
vl1idate all SSNa reported by the state IV-A agency for 
"ocipients rec:e1vinq benefits assistance, IV-I) agenc1se for 
f\~n-c:usto,lial parents, SESM for all individuals who worked 
during the previous quarter, and employers for new hires; 

7he Clearinghouse to extraot employment recordS from SESAS 
to maintain its ElIIploYlnent Registry to support wage
,ithboldinqs for child support, to detect unreported
c:r.ploYlnent for individuals receiving weltare assistance, and,0 proviaQ data for longitudinal analysis to assess the 
<ffsctlveness of various training programs on the length of 
'nd waqe level of employment; 

\. '1":19 StsAS to access the now hires data collected by the 
clearinghouse to detect unreported employment for 
individuals receiving UC payments; 

: "tate agencies administering benefit assistance programs to 
,taln from the IRS the earned income data for Inco~e 
"rif'ications; and 

1RS to receive welfare participation data and child support 
. elinquent payment information to detect taxpayers who 
'"legally claimed BITC benefit. and other dependent

"..,,,~.. f'I IV. ~.[w-

,,' 

,,' 

a 
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Information Systems 
416/" 

, 	 Hationa! Clearinghouse 

,"sure elfician!; location and enforcement ror child support, 
~.i.""larly i.n :/.ntGrstata """a.. , and to support critical welrare 
~"'", in.!t1at:i.ves, /I National Cleari.nghouse Ifill be establ:lshed. 
" n.in.!lIlum, the Clearinvhouse "'ill maintain tour datil 
i~tries: the National Employment Registry, the Ratione! Locate 
';" cl', the National Child Support Registry and the National 
.,_., I/"""ipt Registry. 

Receipt Req1stry will maintain the official two year time 
): for the states to operate the time-limited weltare 
··".nca preqra11l. states will be required to: 

,ransmit a computer transaction record to the Clearinqhouse
·,,'hen: 

(1) 	 A ease 1s approved or closed for assistance; 
(dJ 	 A person's status in JOBS-prep, JOBS or WORK changes; 
l3J 	 An individual is qranted an eXemption Or extension to 

the 24-month time-limit; 
(4) 	 An individual is being sanctioned for non-compliance

with the enild support, JOBS or WORK requirements; and 
(5) 	 An adjustment is made to the time-lilllit as a result of 

hearing or State administrative actions. 

'<hen processinq a nev application, access the Clearinqhouae 
~Q obtain the applicant's previous program participation
nistory and the number of months remaining for the time­
'imitsd assistance to determine the eligibility and duration 
or time for receiving benefits. In addition, if the 
'ndividual is in a sanction status, the benefit amount 
"nould be adjusted accordingly. 

eime-limit is to be computed on a cumUlative basis reqardleee 
, the individual res-ides. since recipients often move from 
-to-state, a central repository of program participation 
".;e maintainQd to ensure that no one recetVQ8 assistance 

. its exceadinq the 24 month limit. 

1 
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;~ 1: 	 Hill tho states be 4ble to provide the inrormatlon 
atter the rerorm programs become operational? 

A list ot minimum data element.. required to aupport the 
tiae-limit program has baen developed. Based upon our 
preliminary analysis, we believe that all states should 
be able to modify their current systems (AFDC or JOBS) 
to provide the needed data to the Clearln9house. To be 
determined is the time frame in which states will be 
able to provide the data. 

Ws should 	begin a dialogue with States to get feedback 
about the 	proposed minimum data elements, degree of 
system impact, and the lead time required for system
modification • 

. ,·,··.C! I: 	 What will bill thlll reporting alternative ror states which 
were unable to provide the minimum data elements 
required ror time-limit enrorcement1 

We should 	legislate the requirement for states to 
report 	to the Clearinghouse. Should a State be unable 
to provide the minimum data elements, we will negotiate 
an alternative reporting mechanism. 

":~oe 3, 	 Who should assume the responsibility to resolve 
discrepancies ror the number or months remaining ror 
eligibility, ir the applicant disagrees with the 
inrormation supplied by the Clearinghouse? 

opU"" 	0". 
The state handling tbe application would take the 
responsibility in resolving the conflicts by contacting
other States where the client had previously reeided. 
If the findings were different from the information 
maintained in the Clearinghouse, the State would send a 
transaction to tba Clearinghouse for adjustment. 

Optic.. 	:rwo .., 

The ACF will staff the Clearinghouse with personnel
dedicated 	to resolving conflicting data. 

',gUS 4: 	 In addition to being the orriaial time alock, should 
the Clearinghouse be designed to be capable or 
producing critical management inrormation (in lieu ot 
states reporting) to permit assessment on the states 
psrrormance. 

Clearinghouse could accommodate additional data 
elements wbich could provide significant management 

2 
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information and yet with a ~ini~um operational impact. 
We have developed a list of desirable data alements 
based upon preliminary discussions with members of the 
parforman~e MeaSUreNents Group~ 

We envision that the ultimate decision on the number of 
data elements to be carried by the Clearinghouse will 
be based upon two main factors, costs and privaoy 
ooncerns. 

Most data element& (e.g., JOBS-Prep reason code) in the 
list can be accommodated vlth no or a minimum cost 
impact on the operations of the Clearinghouse or the 
State systems. A few elements (e •."., dependent data)
would have significant cost implication. Some elements 
(e . ."., race code) which have very ~inor impact on cost. 
may be controversial however, because of the peroeption
of cr$atinq a ttb19'""brother" fedG~al system. Follovinq
examples are for illustration purposes only: 

(al 	 Capturing the JOBS-Prep reason code (e •."., 
illness, incapacitation, advance aqe) would allow 
the Clearinghouse to compute total number of 
individ~als in the JOBS-Prep program to enSUre 
that the percentage does not exceed the 5t or 
Whatever is specified in the statute. 

(b) 	 Capturinq the realon code for an individual 
receiving time-limit extension would allow 
Clearinghouse to compute number of individuals Who 
are in time-limit extension status as a reSUlt of 
State's inability to provide the services 
specified in the employability plan. It would 
also ensure that the percentage of individuals who 
are in time limit extension status is below the 
lot cap. 

(e) 	 capturing the WORK status Coda to indicate the 

type of WORK assignments would allow computation

of the total number of WORK assignments created by 

a State to ensure that it meets the minimum 

standards set by the Secretary; and to ensure that 
the number of individuals vho are on waitinq lists 
and performing voluntary community work, does not 
exceQd the cap set by the Secretary. 

We are also aware that not every state will be capable
of producing those data elements immediately. staft 
analyses on individual states system capabilities are 
undervay. 

3 
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!~S08 $. 	 With whom sball we work with to determino the neoda of 
accommodating desirable data elements to be carried in 
tbe Clearingbouse in addition to tbe minimum data 
elements required for the time-limit support? 

optio" 0110 

Establish a work qroup including me~era from policy,
operations and proqram evaluation to work with the 
Information system. Group to determine the final list 
of the data elements to be accommodated by the 
Clearinghouse. 

opt.10D '!'wo 

The Performance Measurement Group and the Information 
Systems Group work jointly to finalize the list. 

opticlI Tllree 

Discuss and finalize the list in the 7:30-9:30 morning
specifioations meeting•• 

y.?StfB ,: 	 WOUld F<:<deral sanction policies be uniformly applied to 
1111 States? 

It is envisioned thAt Federal sanction policies will be 
uniformly applied to all States. FUrthermore, we 
assume tbat states cannot enaot sanction poliCies with 
penalty provisions conflicting with Federal polioies. 

BlUIlIPLl!: 

A person was tired from a WORK as.~9nm8nt for the thlr4 time for 
caUG. and ~a8 th~retote not eligiblo tor each benefit. fer a 
period of 12 month.. tho pereon moved to • difterent State two 
months after bein9 canctionad. The Claar1n~hOU8e will 1btorm tho 
StAto where 	the porDon now reside8 that she Qr he 18 not ollqlbla 
tor benefits for another 10 monthS. 

!SSDB 7: 	 How should the Clearinghouse trsat the State specific
sanction provisions? 

opUOll Olla 

'l'he-Claaringhouse woul(l record tbe infol"llllltion in tbe 
registry purely for informational purpose. 

4 
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Option TWO 

The clearinghouse would not record state specific
sanctions. 

l~SUZ 8. How snoula the Clearinghouse determine the amaunt at 
eligibility earned back tor indivlau41s wbo bave moved 
tram one state to another having a ditter.nt earn back 
policy? 

BIAK'LB, 

A person ••lto welf.rQ with 1 months remalnLnq on hiu 24-month 
clock fr~ a Itate where & person can DArn baCK up to 24 months of 
eligibility. Having ~or~d in that state fer ttve and a half 
year, he movod to • new St&to and applies for aooietance. If he 
would continuo to .tay 1n the 8ame Stat., at that point~ he would 
aatnod back 16,5 mcnth_ of 6ss1stan=e (6$ total month. 4tvi4od by
4), for a total ¢t 19.5 montbs ot el1q1bl1ity. HOWQvet, tho hew 
StatG ho now ¥asi4eG hao opted to limit the number of months a 
p8~aon eo~ld aarn ~ack to 12 month. It tbo new S~ato rule 
appliel# he would h&ve only oameo back fo~ 12 monthG# for a total 
of 15.5 month_ of eligibility. Ie tho Roraon entitled to have 
19.1 or ,1S.S months of OliVl~11ity7 

TSSU8 9; Should we procee~ with the stuay to ~etermine the most 
appropriate site and organization to manage the 
operations of the ClearinghousM? 

In aocordance with the schedules in the Hypotbetical 
~ild Support Enforcement Proposal. a contract would be 
issued to an objeotive and not-for-profit organization 
to conduct a detailad study in December, 1994 to 
determine the most cost-effective and efficient systems
and communications environment to support Clearinghouse
operations. Specifically, the study will determine, 

Cal 

(b) 

(c) 

(d) 

The ~ost cost-effective and efficient computer and 
network infrastructure to support needed 
operations;
The most appropriate orqanization responsible for 
tbe establishment and operation of the 
Clearinghouse;
The most cost-effective method for the processing
of W-4 forms for capturing the new hires data; and 
The feasibility and strategy ot integrating
Covernmont-wide initiatives (inclUding Healthcare 
Reform) to avoid overlaps and redundancies in 
systems development and data collections. 

.., 

The projected costs tor the study is about $500,000. 

5 
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Information Systems 
4/6/9. 

1. National Clearinghouse 


vision 

To onsure etLicient ~ocatlon and enforcement Lor child support, 
particularly in interstate cases l and to support critical welfare 
re£orm initiatives, a National Clearinghouse will be established. 
At a minimum, the Clearinghouse viII maintain rour data 
registries: the National Employment Registry, the National Locate 
Registry, the National Child support Registry and the National 
Welfare Receipt Registry. 

The ~eceipt Registry will maintain the official two year time 
clock for the States to operate the time-limited welfare 
assistance program. states will be required to: 

(a) 	 transmit a computer transaction record to the Clearinghouse 

when: 


(1) 	 A case is approved or closed for assistance; 
(2) 	 A person 1 s status in JOBS-Prep, JOBS or WORK changes; 
(3) 	 'An individual is granted an exemption or extension to 

the 24-month time-limit; 
(4) 	 An individual is being sanctioned for non-compliance 

with the child support, JOBS or WORK requirements; and 
(5) 	 An adjustment is made to the time-limit as a result of 

hearing or state administrative actions. 

(b) 	 when processing a new application, access the Clearinghouse 
to obtain the applicant's previous program participation 
history and the number of months remaining for the time­
limited assistance to determine the eligibility and duration 
of time for receiving benefits. In addition, if the 
individual is in a sanction status, the benefit amount 
should be adjusted accordingly. 

Rationale 

The time-limit is to be computed on a cumulative basis regardless 
where the individual resides. Since recipients often move from 
state-to-State, a central repository of program participation 
must be maintained to ensure that no one receives assistance 
benefits exceeding the 24 month limit~ 

1 




ISSUE 1: 	 will the States be able to provide the information 
after the reform programs become operational? 

A list of 	minimum data elements required to support the 
time-limit program has been developed. Based upon our 
preliminary analysis, we believe that all States should 
be able to modify their current systems (AFOC or JOBS) 
to provide the needed data to the Clearingbouse. To be 
determined is the timeframe in ~hich States will be 
able to provide the data. 

We should 	begin a dialogue with states to qet feedback 
about the 	proposed minimum data elements, degree of 
system impact, and the lead time required for system 
modification. 

ISSUE 2: 	 What will be the reporting alternative for States which 
were unable to provide the minimum data elements 
required for time-limit enforcement? 

We should le9islate the requirement for states to 
report to the Clearinghouse. Should a State be unable 
to provide the minimum data elements, we will negotiate 
an alternative reporting mechanism. 

ISSUE 3: 	 Who should assume the responsibility to resolve 
discrepancies for the number of months remaining for 
eligibility, if the applicant disagrees with the 
information supplied by tha Clearinghouse? 

Option One 

The State 	handling the application would take the 
responsibility in resolving the conflicts by contacting 
other states where the client had previously resided. 
If the findings were different from the information 
maintained in the Clearinghouse, the State would send a 
transaction to the Clearinghouse for adjustment. 

Option TWo 

The ACF will staff the Clearinghouse with personnel 
dedicated to resolving conflicting data. 

ISSUE 4: 	 In addition to being the official time clock, should 
the Clearinghouse be deSigned to be capable of 
producing critical management information (in lieu o£ 
states reporting) to permit assessment on the States 
performance. 

Clearinghouse could accommodate additional data 
elements which could provide Significant management 

2 
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information and yet with a minimum operational impaot. 
We have developed a list of desirable data elements 
based upon preliminary discussions with members of the 
Performance Measurements Group. 

We envision that the ultimate decision on the number of 
data elements to be carried by the Clearinghouse will 
he based upon two main factors, costs and privacy 
concerns. 

Most data elements (e.q., JOBS-Prep reason code) in the 
list can be accommodated with no or a minimum cost 
impact on the operations of the Clearinghouse or the 
state systems. A few elements (e.g., dependent data) 
would have significant cost implication. Some elements 
(e.g., race code) which have very minor impact on costa 
may be controversial however, because of the perception
of creating a "big-brother" federal system. Following
examples are for illustration purposes only: 

(a) 	 Capturing the JOBS-Prep reason code (e.q.,
illness, incapacitation, advance age) would allow 
the Clearinghouse to compute total number of 
individuals in the JOBS-Prep program to ensure 
that the percentage does not exceed the 5% or 
whatever is specified in the statute. 

(b) 	 capturing the reason code for an individual 
receiving time-limit extension would allow 
Clearinghouse to compute number of individuals who 
are in time-limit extension status as a result of 
state's inability to provide the services 
specified in the employability plan. It WQuld 
also ensure that the percentage of individuals who 
are in time limit extension status is below the 
10% cap~ 

(c) 	 capturing the WORK status code to indicate the 
type of WORK assignments would allow computation 
of the total number of WORK assiqnments created by 
a State to ensure that it meets the minimum 
standards set by the Secretary; and to ensure that 
the number of individuals who are on waiting lists 
and performing voluntary community work, does not 
exceed the cap set by the Secretary. 

We are also aware that hot every state will be capable 
of producing those data elements immediately. staff 
analyses on individual States system capabilities are 
underway. 

3 




ZSSOE 5: 	 With whom shall we work witb to determine tbe needs of 
accommodating desirable data elements to be carried in 
the Clearinghouse in addition to the minimum data 
elements required for the time-limit support? 

option One 

Establish 	a work group including members from policy, 
operations and program evaluation to work with the 
Information Systems Group to determine the final list 
of the data elements to be accommodated by the 
Clearin9house~ 

Option Two 

The Performance Measurement Group and the Information 
Systems Group work jointly to finalize the list. 

Option Three 

Discuss and finalize the list in the 7,30-9,30 morning
speCifications meetings. 

ISSDE 6, 	 Would Federal sanction policies be uniformly applied to 
all states? 

It is envisioned that Federal sanction policies will be 
uniformly applied to all States. Furthermore, we 
assume that States cannot enact sanction policies with 
penalty provisions conflicting with Federal policies. 

EXAMPLE: 

A paruon was fired from a WORK aonignment for the third timQ for 
CAuse and wa _tne~ re not eligible for cash benefits for a 
period of month Tho peraon moved to a different State two 
montho aft og sanctioned. The Clearinghouse will inform the 
State where the person now realdea that ahe Or he i8 not ~ligible 
for benefits for another 10 months. 

ISSUE 7: 	 How should the Clearinghouse treat the state specitic
sanction provisions? 

Option One 

The Clearinghouse would record the information in the 
registry purely for informational purpose • 

• 
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option ~o 

The clearinghouse would not record State specific 
sanctions. 

ISSUE a: 	 How should the Clearinghouse determine the amount or 
eligibility earned back ror individuals who have moved 
£rom one State to another having a different earn back 
policy? 

EXAMPLE: 

A por~on exits welfare with 3 month. remaining on hiG 24-month 
clock 	from a State where a pecson oan earn back up to 24 montho of 
eligibility. Having worked in that State for five and a half 
year~ 	 ho moved to a new State and applies for aoeietance. If ho 
would 	continue to stay in the same State, at that point, he would 
earned back 	16.5 months of anaiotance {66 total month a divided by
4}, for a total of 19.5 montha of eligibility. However, the new 
State 	he now residea has opted to limit the numbor of months a 
peroon could earn back to 12 month. It the naw State rule 
applios, he 	would have only oarnod back for 12 montha, for 4 total 
of 15.5 mOnths of el191bility. Is tho person entitled to ha~ 
19.5 or 15.5 months of eligibility? 

ISSUE 9: 	 Should we proceed with the study to determine the most 
appropriate site and organization to manage the 
operations of the Clearinghouse? 

In accordance with the schedules in the Hypothetical 
Child Support Enforcement Proposal, a contract would be 
issued to an objective and not-for-profit organization 
to conduct a detailed study in December, 1994 to 
determine the most cast-effective and efficient systems
and communications environment to support Clearinghouse 
operations. Specifically, the study will determine: 

(a) 	 The most cost-effective and efficient computer and 
network infrastructure to support needed 
operationsj 

(b) 	 The most appropriate organization responsible for 
the establishment and operation of the 
Clearinghouscj 

(c) 	 The most cost-effective method for the prooessing 
of W-4 forms for capturing the new hires data; and 

(d) 	 The feasibility and strategy of integrating
Government-wide initiatives (including Healthcare 
Reform) to avoid overlaps and redundancies in 
systems development and data collections. 

The projected costs for the study is about $500,000. 

5 
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2. Biometric Identification 

Vision 

An individual could apply for and receive multiple Social 
security Numbers by presenting £alse identification documents~ 
Therefore, it 1s possible that one could receive multiple
assistance benerits by submitting fraudulent applications under 
diLferent social Security Numbers . . It is desirable to conduct a 
study to assess the severity of multiple enrollments in tbe 
current AFDC program. 

Biometric identification such as fingerprint, retinal scanninq 
and hand geometry recognition has bean proven to be the most 
secure identity authentication method. 

Los Angeles county began its fingerprint identification system 
for its General Relief program in ~991. It was estimated that ,
5~S4% of approved cases were terminated because of clients' 
unwillingness to be fingerprinted. 

Rockland and Onondaga County Departments of Social services in 
the state of New York also initiated fingerprint identification 
systems for their Home Relief program and terminated 4.3\ of the 
participants because of refusal of fingerprinting_ 

Unfortunately, neither study actually interviewed the 
participants who were terminated for their refusal to provide 
fingerprints to understand the reasons why. Consequently, the 
percentage of participants who actually received multiple 
assistance payments is unknown. 

Approved under section 1115 of the Social security Act Los 
Angeles will soon expand the fingerprint identification system to 
include the AFDC population for a period of 3 years~ 

Representative Lazio (R-NY) introduced a bill (H.R~ 3727) in 
January, 1994 requiring the Secretary of Health and Human 
Services to conduct a study of the feasibility of using biometric 
devices to verify the identity of persons applying for AFDC 
benefits. 

We recommend that HaS provide funds for Los Angeles County to 
follow-up with individuals who are unwilling to provide 
fingerprints in the forthcoming pilot to determine the impact of 
fingerprinting and true percentage of multiple enrollments. 

In addition, we recommend that HHS support a fingerprint 
demonstration project for two adjacent cities in two different 
states to nssess the interstate multiple enrollments problem. 

6 



3. 	 Standard Computer Interfaces and Electronic Data Interchanges 

Vision 

According to a' GAO survey, there are 125 Federal programs 
s~ndin1 over $16 billion annually providing employment-and 
trainIng services. Altbougb tbe state IV-A agency will bave the 
ultimate administrative responsibility in managing both tbe JOBS 
and WORK programs, it is envisioned that many states will manage 
the program through JTPA, Department of Education or private 
contractors. Since most ot the service programs are managed in a 
decentralized environment, seamless communications in~rastructure 
among state IV-A agency and its JOBS and WORK services providers 
will be needed to ensure that (a) redundant data collection is 
avoided at various application intake points; (b) proper services 
are rendered; (e) the outcomes are meeting the intended goals and 
objectiveSi and (d) the state is able to provide the required 
data to the National Clearinghouse. 

DOL, DOE and HHS (and perhaps industry representative) need to 
work jOintly in developing: 

(a) 	 computer interface standards to specify the dhand-shake" 
procedures to ensure communioations between oomputers of 
different hardware architecture and operating system; and 

(b) 	 standard electronic data interchanqe (EDI-)' transaction 
definitions for: (1) the sharing of assessment of skill 
levels, service needs and achievement objectives; (2) 
specific services delivered including the number of-hours of 
training; (3) outcomes of the services rendered; (4) 
problems or barriers encountered including all events 
subject to program sanction; and (5) financial transactions 
associated with budget preparation and expenses accounting. 

4. 	 Infommtion Sharing Between Federal and State Agencies 

Yision 

To further stem fraud, waste, and abuse in all benefit assistance 
programs inclUding unemployment compensation (UC), and to detect 
illegitimate c~aiming of tax exemptions, appropriate legislation 
will be enacted to permit information sharing betWeen ACF, IRS~ 
SSA, State agencies administering welfare assistance programs 
including food stamps, and the state Employment Security 
Administrations (SESAs). 
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An interagency work group including members from ACF, SSA, IRS, 
DOL, USDA and States representatives should be convened to 
discuss and d~velop legislatIve specifications which would permit 
computer matching and information sharing for: 

(a) 	 The Clearinghouse to access the SSA enumeration files to 
validate all SSNs reported by the state IV-A agency for 
recipients receiving benefits assistance,IV-O agencies for 
non-custodial parents, SESAs for all individuals who worked 
during the previous quarter, and employers for new hires; 

(b) 	 The Clearinghouse to extract employment records from SESAs 
to maintain its Employment Registry to support wage 
withhold1ngs for child support, to detect unreported 
employment for individuals receiving welfare assistance, and 
to provide data for longitudinal analysis to assess the 
effectiveness of various training programs on the length of 
and wage level of employment; 

(c) 	 The SESAs to access the neW hires data collected by the 
Clearinghouse to detect unreported employment for 
individuals receiving Uc payments; 

(d) 	 state agencies administering benefit assistance programs to 
obtain from the IRS the earned income data for income 
verifications; and 

{el 	 IRS to receive welfare participation data and child support
delinquent payment information to detect taxpayers who 
illegally claimed EITC benefits and other dependent
exemptions. 	 ­
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IMPROVING GOVERNMEI'rr ASSISTANCE 

A. RATiONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS 

, The rationalization and simplification ofassisfance pMgrams is $<»nething ofthe holy grail ofwelfare 
rejorm-aiways sQUglu, never realized, The reasons are many: different goals ofdljferenJ programs, 
varied constituencies, Departmental differences, divergent Congressioru:U committee jurisdictIons, ond 
the inevitable cnation o/lVinn.ers and losers from dwnging the status quo. Yet everynne agrees that 
recipients, administrtJlors. and taxpayers ore allmers from the cu"ent complexity. Below are 
several proposalsjor reform. The proposals do not nwke substantial changes in program structures. 
Rather, the proposals achieve simplification by streamlining administrative processes and by 
<a!!larming program rules between Ih£ ,wDC anti Food Stamp programs. The proposals madify 
existing rules Jhat create wmecessary complexity and confusion jor program administraIors and 
recipients. 

I. FILING UNIT 

Under currenr.law, the Arne filing unit must consist ofa needy deprtved child. its natural or 
adoptive parem(s), anti all natural anti adoptive brathers anti sisters (lnciuding halfbrathers and 
sisters) who are living together. "/he Wilt's income and resources are used tv dttennine eligibility and 
the amount ofpaymenJ, A stepparent is treated the same as a natural or adoptive parent for jillng 
unit pU1p()ses in seven Stales (Nebraska. New Hampshire. Oregon, South Dakota, Utah. Vermont. 
and Washington), These States Iulve Jaws Of general applicability which hold the stepparent 
responsible/or the children to the StJl1U!- exlent as a naJural or adoptive parent. Tn 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 members. 

If there is no parent tn the home, then another Mil-legally responsible relative with whom the child is 
living may, at his/her option. join rhe unit and be assisted. Additionally, States may exercise the 
option Of induding other individual(s) living in rhe home as an essential person(s). The essenciai 
person's income and resources are used to determine eligibility and tl!1Wunt Ofpayment. 

Cenain parents and siblings are excluded from the unit: illegal and sponsored aliens, recipients of 

SSI. Joster children. and individuals ineligible due 10 lump sum income. 


(A) UP P....isi.ns 

Cutrent Law 

The Social Security A.CI 01 seCiion 407(a) and 407(b) limits AFDC eligibility for M"-parent families 10 
{hose where the principal wage earner is unemployed, and has worked six of the tast J3 quarters. 
"Unemployed" is defined in regulations as 'WOrking less than 100 hours in a molllh. 
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Draftjng Specs 

Allow stales, at their option, to eliminate the special eligibility requirements for two-parent families 
(i.e, the lOO-hour rule and the work history test). Remove the sunset provision that calls for the 
termination of AFDC-UP in 1998 and make it a permanent program. 

Rationale 
,. 

Some ofthe argumentsfor removing (he additional eligibility requirements are tluu eliminating them 
would: 

• 	 remove (he remaifling vestiges of the AFDC marriage penalty in which singfe~parent families 
have e(lSier access 10 beMjirs than married couples; 

• 	 Improve Iwrl:t.ontal equity by lreating dlsndV<lnlaged children lhe same Irrespect/ve oj whether 
they live wllh one or two parents; 

• 	 encourage -work, as lhe currenJ rule limiting labor ftUlJ'ket attachment would be incongruous in 
a new Iransitio/Ull welfare program that emphaslz.es 'rVOrk: 

• 	 eliminating these special rules would tJlso enhance the simplicity of the system,' and,. 

• 	 finally, a number ofStates have sought waivers in this area, 

Cost: 	 UndB l>evelopment 

(8) 	 Essential Person Provision 

Cumn' Law 

1/Ie Social Security ACt at sectwo 4JJ2(a)(7) and lhe implementing regulation at 45 CFR 
23],20(a)(2)(vi) permit Stales. at their option. to include in the AFDC grant benefits for essential 
persons. Such individuals are not eligible for AFDC in their own right, burlheir needs are taken into 
account in determining 1M benefits payable to the AFDC family because they arc considered essential 
to the well-being ofan AFDC recipienJ in the family, Twenty-two States currently include the option 
as part oftheir respective State plans, 

Drafting Spees 

Limit the kinds of individua1s that a State may identity as essential to individuals providing at least 
one of the following benefits or services to the AFDC family: (l) child care wbich enables a caretaker 
relative to work fuU~time outside the home. (2) care for an incapacitated AFDC family member in the 
home, (3) child care that enables a caretaker relative to attend high school or GED classes on a fuU~ 
time basis. (4) child care not to exceed two months that enables a caretaker relative to participate in 
employment search or another work program, and (5) chi1d care that enables a caretaker relative to 
receive training on a fulHime basis. 
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Total AFDC Savings: $21.S million 

Federal AFDC Saving!!! $11.2 million 

Food Stamp Cost: $ 62 million 


Rationale 

The Social Security Amendments of1967 provided a specific statutory base jor an essential person 
policy. This policy has ~ aspects. First, Stales aft permitted to specifY those individuals wIw can 
be considered essenllal; seetmd. Slates mUSI permit lhe AFDCfamily 10 hove lhe final decision as 10 
whether such individuals are tn/oct essential. Under this policy. StOles are nor required to identifY 
the benefits or services that these essential persons must provide. 

In 1989, this policy became contentious. Based in part on on 01G review oj certain State practices '" t. 
(most notably in New York). (}u'pF6IieCM!l{)I QtIii>/f$llion.lho Fomily Suppon Administration. 'P"'Nfll'H>' ~ 4",,­
pabllshed final regulations ""Ic/I limited Slate authority 10 determine categories qfindlvidnals wIw 
could be considered as essenllal to the family, These regulations precluded States from revering 
Individuals who did nol provide tm essentiJJI heiU!fil or service 10 lhe family. (!he permissible 
categories are tIu! five J'Iia:Bm;:tl1=lv'timt2' above.; However. in 1990 the district court/or the Eas/ern 
District ofPennsylvOlIia in Vance y. SuIliwm and tire district rourt jor the District ojMaine in 
McKenney v. sumwlJ held lhat wse regulatof)' limisations canjliCl with section «12(0)(7)(/1) oflhe 
Social Security ACI. The courls imerpreled Ihis section os providing Slates with lhe Q1J/horlty to 
identify in their Stale plans the categfYries ofindividuals who may be recognized as esseNiai persons. 
These jndicial decisions were nat appealed. ConsequenJiy. the Departmeil/ revoked lhe 191J9 
reguiarioltS atui reinstated the prier policy. In order to curtail or limit the use Ofthe essential person 
paJicy. a statulOf)' amendment 10 section 402(0)(7)(.1) is necessary. 

2. APPLICATION ISSUES 

Current La~ 

The Food Stamp Act requires the use ofa simplified. national form or an approvcd substitute 
containing specific c<mtcru requiremeTJIS, including rights and responsibilities, A combined 
application jor public assislance households alUl general assistance houseJwlds is required. Under the 
AFDC program, Stales are free 10 design lhe application form that will be used and to prescribe how 
10 notify appllc(11I/s oflhelr rights omi obUgOlloos. 

To provide app/icaflls with p&u sime/e. ea.o'lO reod and understand aet?licatlon[orm (or AFDC and 
[rxxI stamp~ Expedited processing win be providedfor families in emergency need situations. @
i?1igibility will be detel77lined wilhln idelllical time frames In hOlh pragr(JJilJ1 for both expedited and '/;>. 

normal applicmions: Flexibility will/Je gJven to Stales jor scheduling appointments and verifYing 

lnjornuuion. (See Bl for regulatory specifications) 
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Drafting Spfq 

11le Food Stamp statutory and regulatory provisions mandating the use of a national simplified form ? 
or approved substitute would be repealed. • 

Cost: Under Development 

3, OPTIONAL RETROSPECTIVE BUDGIITING 

Current Law 

For the AFDC program. the Social Security Act pennits States to use retrospective budgeting only for 
the categories t?ffamilies required to monthly repcn. The Foad Stamp Act permits Stales to 
reIrospectively budget cases that are not required to momhly report. 

Drafting Specs 

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

Rationale 

AllOwing States to use rttrospective budgeting without requiring cases W monlhly report will/oster 
consistency bet'fl."een the AFDC and Foad Stamp programs, and will give States gremerflexibility to 
administer their programs. 

Savings: Negligible 

4, RESOURCES 

(A) General 

Current Law 

The Social Security Act and implementing regulations set a $1,000 limit (or a [ower limit at State 
option) on the eqUity value ofresources thoJ a family may have and be eUgibie for AFDC. Excluded 
from consideration as countable resources art the home owned and occupied by the family; an 
automobile wiih a maximum equity value 0/$1,500 (Qr a lower Umil at State option): bonafide 
funeral agreemenJs with a maximum equity value of$1.500 for each family member'(or lower limit set 
by the Stale); one burial plot for each/amily 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/aith effiJrt to 
sell, UntIer certain conditions. States may establish rules regarding transfer ofresources 
in order to obtain or retain eligihility, 
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TIre Food Stamp Act and implementing regulations set a $2,000 limit (or $3,000 for a household wlrh 
a member age 60 or over) on the value ofresources a household may have and participate in the 
program. 'Ihe Act does not specify how the value Of resOllrces is fO be detennined. but provides for 
uniform national eligibility standards for income and resources. Slate agencies Ofe prohihi1edfrom 
imposing any other sumdards ofeligibility. HouseJwlds in which ~ member receives AFDC. SSJ, 
or general assistance from certain programs do not have to pass the food stamp resource eligibillry 
test, Regula/ions exclude from reSources the value of OM burial plot per family member and the cash 
value oflife IIlS.rance policies. Also excluded Is real property which the household Is maJ:ing a gcod 
faith effort to sell at a reasonable price and which has nol been sold, There is no specific exclusion 
for burial plans (funeral agreements). Any amount tluu can be withdrawn from a funeral contract 
without an obligation to repay is counted as a resQW'ce. 

Food Stamp la'" prohibits lhe transfer ofresources wilhin lhe 3-month period prior to application. A 
houselwld lhat knowingly transfers resources for the purposes ofqua/i/jIlng or OJtempllng 10 qua/i/jI 

_ for food IIampS s!wll be ineligible 10 partlclpme in tJw program for a period of up to one year from 
lhe date ofdiscovery ofthe transfer. 

Beth lhe AFDC and Fand Stamps program.' serve similar needy populmlons.. Yet, hecouse the rules 

for treatment ofboth the amounts and cmegorles Of resources are different in each program. 

resources Ihnt meet one program's requirement can result in ineligibility under the other, 

Both programs }urve substantially different rulesfor e.vaJuati1tJ1 the resources ofthat needy group, 

forcing weI/ate administrators to apply different program roles to the same resources In the same 

family. TIre fOl/owing leglslalive proposal wculd reduce the carrent admlnlstrati", ccmpIexlty and 


, confUSion jot welfare administrators and recipients by providing Uniform treatment ofassets where 
appropriate. 

Dfllfiing Speq; 

Require the Secretaries in both Departments to develop unifonn resource exclusion policies in the 

following areas: 


(Il Ressrnrce Limits: 

(al Option I: Increase-the Arne resource limit to $2.00Q (or $3.000 for a household with a 
member age 60 or over) to conform..to the Food Stamp resource limit.-

NOTE! Indexing was considered but was eliminated because of the projected 
high cost to the Food Stamp Program. 

Total AFDC Cost: $85.8 million 

Fed....1 AFDC Cost: $47.5 million 

Food Slump Savings: $lS million 
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(b) Option 2: Provide States: the option of raising the general resource limit to S2.000(or 
$3,000 for a household with a member age 60 or over). 

Total AFDC Cost: $57.2 milliQrl 

Federal AFDC Cost: $3L7 million 

Food Stamp Savings: $16.7 million 


(2) RS$)urce Exclusj2.n~: 

(a) Burial Plcm; Propose leglslation to amend the Social SeoJrity Act to totally exclude one 
burial plot per family member to conform to the Food Stamp policy. 

Cost: Negligible 

(0) funeral Agreements (Burial Plans): Propose legislation to both the Social Se(:urity Act 
and the Food Stamp Act to totally disregard one funeral agreement per fatuity member. 

Cost: Negligible 

(c) Real propertY: Propose legislation to amend the Social Security Act to exclude real 
property which tile AFDC family is making a good faith effort to sell at a reasonable price 
and which has not been sold, «) ""nform «) the Food Stamp policy. 

Cost: Negligible 

(d) CDsb Surrender yalue 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 «) conform 10 the Food Stamp policy, 

Cosl: Negligible 

(e) Transfer of Resources: Propose legislation to provide that Jl household that knowingly 
transfers resources for the purposes of qualifying or attempting to qualify for AFDC shall be 
ineHgihJe for benefits for a period of up to one year from the date of discovery of the 
transfer. This proposal confonns to the Food Stamp policy, 

Cost: Negligible 

RatiQOill~ 

The adminislrative complexity thai exists in applying cenain resource requiremerns in the AFDC and 
Food Stamp programs will be greatly reduced under the proposed changes. Welfare administrators 
will be able to apply the same rules w the same resources lor the same family. Ihe,fc conforming 
changes achieve simplijicoJioft by streamlinirtg the admJnistrative processes in both programs. 

6 




(B) Asset Atwmulation 

Current Law 

The Social Security Act and implementing regu1aJiolJ..f set a $/,00(} limit (or a tower limit at Sta1e 
option) on lJut equity value ofresources that a family may have and be eligible for AFDe, with only 
limited exclusiollS. 

1he FOod Stamp Act and implementing regulations set a $2/X)() limit (or $3/XIOfor a houselwld with 
a member age 60 or over) on the value ofresources a household may have and 
panicipate in tJut Program. Section 13925 ofPub. L. 103-66 Of tJut Omnibus Budget Reconciliation 
Act provides that the Secretary Of Agriculture shall conduct, for a period not to exceed 4 years, 
projects to lest allowing not more than 11,000 households nationwide to accwmdate to 10000 
each in excluded resources. se assets are r aler e.xpe lIures or a purpose directly related to 
Improving tJut education, training or employabi/i1Jl fl.eludlng self-employment) ofhousehold members. 
jor the purchase ofa home for the Iwusehold, for a change in the household's residence, or for 
making 7tl4jor rt:pairs to the Iwuselwld's home. 

Welfare re/onn sh()ll./d indude strategies tQ test the JWtion that one way out ojweljarefor some people 
is through empowering them to starr their own businesses and encouraging them to save their 
earnings to buUd for the future, During the campaign, the President endorsed the idea ofhelping 
welfare recipients help themselves by proposing to increase the number ofmicroenterprises and 
establish Individual Development ACCOUnts (IDAs). . 1hese legislative proposals would prO/1lOk self­
SUfficiency by encouraging recipients to accumulate savings. assets and start their own businesses. 

An IDA is an optional earnjngs~beartng. tax-benefitted trust account in the name ofone person. An 
IDA. would he held in a licensed.federolly-insuredjinancial institution. Withdrawals can be made 
from the account only for designated purposes. For example. withdrawals could be made for ajirsf 
home purchase, post-secondary education (c()/iegeJlong-term training). or business development 
(microentetprises). 1here would be penalties for IWn-deslgnaJed use of tJut account. Panicipant 
eligibility would be !krennined by the State agency using broati Federal guidelines. 

Drafting Specs 

The Department of Treasury will amend the tax laws to allow fur the development of IDAs. Amend 
both the Social Security Act and the Food Stamp Act to allow the asset limit to be increased to 
establish IDAs and demonstration projects which test the effectiveness of different levels of resource 
accumulations. The resource limit would be increased to $10.000 fot purposes of the lDAs. Under 
both options, funds in an IDA will be disregarded for current recipi'ents and former recipients who 
reapply within twelve months of leaving the rolls. 

ISSUE: 	 Should IDAs be created and defined in the tax code as a national initiative, fir be 
limited to only the AFDC and Food Stamp popuUiuons: via changes in the SSA 
and FSA'1 
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OPTION 1: 	 Authorize the Treasury Department to implement national IDA programs: to encourage 
low income individuals to save for specific purposes that promote self-sufficiency. 
Amend the Socia! Security Act and the Food Stamp Act to exclude from resource.." up 
to $10,000 pJaced in IDAs (and any interest earned), 

(a) LuffiD slim inoomy: Non~recurring lump sum income would not be counted, for 
AFDC and Food stamp purposes in the month of receipt or the next following month, 
if put in the IDA. 

(b) There would be no limit on the number of IDAs eligible members in a family may 
have. However~ the total exclusion per family would not exceed $10.000. 

(e) £!:nal!illS fur oonilllSigmlled use of IDA: The penalty would be 10 percent of the 
amount withdrawn for each non-designated withdrawaL The penalty would lie 
applicable as long as the IDA was in affect. 

Total AFDC Cost: $7 million 

I'edera! AFDC Cost: $4 million 

Food Stamp Cost: Under De\'dopment 


OPTION 2: 	 Amend the Social Security Act and the Food Stamp Act to allow States to exclude 
from resources up to $10,000 placed in {DAs (and any interest earned). 

(a) kuma sum income: Non-recurring lump sum income would not be counted, for 
AFDC and Food stamp purposes in the month of receipt or the next following month, 
if put in the IDA. 

(b) There would be no limit on the number of IDAs eligible members in a famity may 
,have. However. the total exclusion per family would not exceed $10,000. 

(c) feOl'dties for non:designated Use of lQ6: The penalty would be 10 percent of the 
amount withdrawn for each non-<iesignated withdrawal. The penalty wvuid be 
applicable as long as the IDA was in affect. 

Total AIDe Cost: $5 million 

Federal AIDC Cost: $3 million 

Food Stamp Cost: Under Development 


Rationale 

IDAs and other setasides provide weI/are redpients the opportunity ta be entrepreneurs in the private 
sector and accumulate savings for specific purposes. This approach promotes self-sufficiency by 
empo'Nerlng them 10 start theit own businesses and encouraging them to save money they earn 10 
build for their JUJure. 
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(C) 	 Mkrooolerprise (Self-Employment) 

Current Law 

Resource Exclusions 

Under Federal AFDC poliCy. except for real property, States may disregard for AFDC purposes 
income-producing property (ns defined by tbe State) ofself-<tmployed individuals, litates moy also 
disregard Income-producing property owned by a ,etipiellI w/w is fWt currently employed. but who tbe 
Store reosotwblyexpects to return to work. Federal regulations at 45 CFR 233.30(o)(3)(xxi) require 
that States disregard, for AFDC purposes, lxmafide loans from any source for any purpose that meet 
the criteria sel out in the State Plan. 

Section 5(gj(2) oftbe Food Stamp Act and impIemellllng regulations at 7 CFR 273,8(e)(4), (S), (6), 
(9). (J 5) and (16) exclude ·property which annually produces Income consistent with Its jair market 
W11ue: property which is essential to the self-employment ofa household member: IlIStaliment Controcts 
jor tbe sale ojlands and buildings, lf the colllraCl .. , is producing Income consistent with jalt market 
value; resources.. oj.. self-employed persons. Y8:ich has been prorated as income;" rum~IiQuld assets 
with liens resuiflngjrom business loans: and real or personal property thai is needed/or mni1Ue1U11'tCC 

. ofcertain vehicles. 

ISSUE 1: Should mia-oenlerprises be .imited on the basis of their net worth and/or number 
of employees? 

ISSUE 2: AFDC State agencies would determine the dmelrames Cor the resource exdusion 
00 the basiS of the recipient's or applicant's approved business plan, which would 
be developed in aoo>rdance with the State criteria. Should this method of 
monitoring microenterprises apply to Food Stamp only households also? 

(1) 	 Require the AFDe and Food Stamp programs to disregard from resource... of applicants and 
reeipients any portion of the net profit of the microenterprise necessary to fulfill the business 
plan. The period of time for the exclusion would be determined by the State agency on the 
basis of the approved business plan. which would be developed in accordance with criteria 
established. by the State. States may count establishing and participating in a microenterprise 
as fulfillment of the JOBS requirements. 

NOTE: Food Stamps diSllgt'«S with the e~ 
Proposed Resource Changes 

(2) 	 Amend the Social Security Act to conform tQ the resOurce exclusions under the Food Stamp 
Program, AFOC regulations would be revised to exclude: 

(a) property which annually produces income consistent with its fair market value; 
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(b) property which 'Is essential to the seJf~employment of a household member; 

(c) installment contracts for the sale of lands and buildings, if the contract is 
producing income consistent with fait market value; 

(d) resources of self-employed persons, which has been prorated as income; 

(e) non-liquid assets with lien."i resulting from business loans; and 

(1) real or personru property that is needed fot maintenance, 

(3) Amend the Food Stamp Act to exclude business loans from resources. 

Ratjonale 

Current AFDC policy does not permit funds necessary for the operation 0/a microenterprlse to be 
excluded separately from the general $1.(XJ() resource limit. This restriction discourages recipients 
from establishing small businesses, By expanding the microenterprise resource exclusions, 
microenterprise owners will be able to set aside sufficient liquid resources to operate the business. 

Cost: 	 Negligible 

S. 	 INCOME ISSUES 

Federal laws or rulesjrequently disregard 11 part or the total income ofapplicants and redplents in 
determining eligibility and benefits for assistance programs. Often. the same income is treated 
dijJeretuly in the AFDC and Food Stamp programs. Such diJ!erences are incomprehensible to 
recipients and difficult l{) administer. 

Our goa! is to adopt uniform equitable income disregard policies jor the AFDC and Food Stamp 
programs which are easy to understand, simple to tulminister aflii promote H.'Ork and education. 

(A) 	 EARNED INCOME DISREGARDS 

Drafting Specs: 

(I) 	 Require States to disregard a minimum of $120 in earnings. indexed for Inflation in rounded 
increments of $10. 

(2) 	 States will have the option to establish their own disregard policies on inoome above this 
amount. Additionally, States will have complete flexibility in establishing fllHhe-gap pOlicies 
(Le" States will have the flexibility to determine which types of income should be con..'ddered IIn 

~, 
10 




in developing a fil1-the-gap policy. sucit as child support payments, stipends, etc, in addition 
to earned income). 

(3) 	 The AFDC $50 pass-through of <:hHd support payments will also be indexoo for inflation in 
rounded $10 increments. States will have the flexibility to pass-through additional child 
support payments above this amount. 

Phase-jn: FY 1997 

To"'l AIDC Cool: Under Dev.wpmenl 

Federal AFDC Cost: Under DeveWpmenl 

Food Stamp COSI: Under Devewpmenl 


(B) 	 '!'reatmenl or Lump Sum Income 

Current Law 

Under Section 402(a)(17) of the Social Security Act, non-recurring lwnp sum income is considered to 
be available to meet an AIDe family's current and juJure needs. If the assistance unit IS countable 
income. because of receipt oflump sum income, exceeds rhe applicable State need standard, the unit 

- is ineligible!or a period detemined by dividing the total cOWIJoble income (inciudmg the /ump sum) 
by the need sralu1ard. 

The Food Stomp Act, at 5(d)(8), excludes fr()lll income non-recurring lump sum payments. Such 

amounts. ifnct spent in tire momh received. are rrealed as resources. 


Drafting Sog 

For applicants and recipients: 

(I) 	 Amend ,ection 402(.)(17) of the Socia! Security Act (SSA) to exclude non-recurring lump 

sum payments from income, 


(2) 	 Amend ooth 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 Ilre intended to cover the cost of repairing or replacing assets. 

(3) 	 Amend both Ibe SSA and the Food Stamp Act (PSA) 10 disregMd the amounl of any Pndera! 
or State EITe lump sum payments as resources for one year from receipt. 

Rationale 

Lump sum payments are creaJed completely differenlly in the two programs. Considerable 

simplification/of both the dients and workers can be achieved ijche policies are consiscent. Also, 

current AFDC policy can result in hardship for families since they are supposed to conserve the 

payments ro meet future. living apenses rather than to cover debts and other costs. 
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Tot.1 AFDC Cost: $2 million 
Feder.1 AFDC Cost: $1 million 
Food Stamp Saving.<' Negligible 

(C) Treatment or Educati....1 Assistance 

Current Law 

Severo! laws addre~s the treatment ofeducational assistance jor AFDC. Any educmional assistance 
provided under programs in tilJe TV vi the Higher Educa/ion Act Of the Bllreau of Indian Affairs muSl 
be disregarded (P,L, /02-325, sec. 4798). A State must disregard payments made jor attendance 
costs, under the Carl D. Perkins Vocational and Applied TechMlogy Education Act (p.L. 101-392, 
sec, 507(a). Ulufer AFDC rflies, the State must disregard educoliana/loans and grams that are 
obtained and usedjor direct edllCl1tiQIW/ exp<1l1Ses, such as tuition and becks (233.20(a}{3)(jv)(B). 
(Any 0/ the edw:ationaJ assistance covering items in the State's need standard is counted as income.) 
Also, States may disregard all educatltmal assistance as complementary assistance that is lor a 
different purpose than AIDe (233.20(a}(3)(vii}(a)), 

Portions 0/ income received under the Job TI'aining Partnership Act and the Higher Education Act are 
disregarded in lhe Food Stamp program. By regulation, such educational assistance provided on 
behaljoj th< household jor living expenses,jood, or clothing to the extenJ that th< funds exceed th< 
coSts ojtuition ond mandatory jees are <QUilled as income. (7 CFR 27J.9(c)(l)(v); 273(c)(3); 
273(c)(4}; 27J,9(cj(5)~}(D); and 373.9((cj(JO}(Y;i). 

Drafting Soecs 

Amend the Social Security Act and Food Stamp Act to totally disregard all educational assistance 
received by applicants and recipients. 

AFDC Cost: 
Food Stamp Cost, 

Negligible 
$5 milli.n 

(D) Earnings of Students 

Current Law 

For a dependem child r.~ving AFDC, the earned income 0/a fUJI-time or part-time student (not 
employed /ull-time) ottending a school. college, or university. or a course o/vocational or technical 
training designed to fit himjor galnjid employment is disregarded (402(o}(8)(A) oj the Social Security 
Act). At State option, the earned income 0/a denendent child aaplyingjor MDe may also generally 
be disregarded, The earnings ofminor parents attending schopf are nOl excluded. 

Effective September. i 994, the Food Stamp program will exclude 1M earnings ofeiemelUary or high 
school studems age 21 and under (FSA 5(d)(5); 7 CFR 273.9(c)(7}. 
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Qwning Specs 

Amend the Social Security .and Food Stamp Acts to limit the disregard to elementary and secondary 
students up to age 19 without regard to their status as parents or dependent chlldren. 

Total AFDC Cos!: $1 million 

Federal AFDC Cost: Negligible 

Food Stamp Savings: $4 million 


(E) Irregular Income 


Current Law 


No statutory provisions address irregular income/or AFDC. Rules permit States to disregard small, 

nonrecurring gifts nol to exceed $30 ptr Individual ptr qUOIter (233.20(a)(3J(iv)(F). 


TIre Food Stamp Act (Sec. .1((1)(2)) requires 1M exclusion of Income of$30 or less in a qUOl1er ptr 
household received tOO infrequently or irregularly to be anticipated. 11M exclusion does not apply 
under retrospective budgeting. 

Drafting Specs 

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

AFDC Cost: $0 

t'ood Stamp Cost: Negligible 


(F) Treatment of JTPA Income 

Cucrent Law 

For AFDC. 'he income ofa dependent child which is derived from partiCipation in a JTPIt program 
may be disregarded. Earned income may be disregard for a period up to six months per calendar 
year. Unearned income may be disregarded Indefinitely (sect.,n 4{)2(a)(8}(A){v) of1M SS';). 

Under FOIXl Stamps, training allowances from vocalional and rehabilitation programs and JTPA 
earnings are e:£duded, except income from on-thl!.:/ob training programs under sectian 204(5) a/title 
fl. All OJT Income of individual, under age 19 and under parental control is excluded. (1 CFR 
273.9(b)((I)(rli) and (v); 273.9(c)(lO(v) 

Drafting Specs 

(I) 	 Amend the Social Security and the Food Stamp Acts to disregard as income all training 
stipends and allowances received by a child or adult from any program. induding JTPA, 
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(2) 	 Eliminate targeted earned income disregards so that the earned income from any on~the-job 
training programs or from a job will be counted after the genera! earnoo income disregards 
are dooucted. 

Cost: 	 Negligible 

(G) 	 T....tm<n' or Income from Complementary Programs 

Cumnt!d\!i 

Under AFDe regulations. States may disregard assisumcejrom other agencies and organizations that 
arefor a d/fferelit purpose (complemelitary) than AFDC tmd dtJ 1Wt dupllcale needs already met In the 
need standard. (45 CFR 233.20(a)(3)(viI) 

With speclfted exceptions, the Food Stamp program disregards cash dana/Ions based on need ro the 
household Mt to exceed S300 in anyone quarter /rom one or more charitable organizaJions. (FSA. 
5(d), (k); 7 CFR 273.9(b), (c)(I3). 

Drafting SDIliiII 

Amend the Social Security Act to adopt the current Food Stamp policy. 

AFIlC Savings: Negligible 

Food Stamp Cost: $0 


(II) Supplemental Paym<nts 

Current Law 

Section 4fJ2(a)('28) ofrm Social Secari/)' Act requires those Stales thal deduct Income from the need 
ralher than the payment standard (fill·the-gap) now and in July of 1975 to provide a supplemental 
payntent to families who Jw.ve less disposable income because child support is paid to the child 
suppurt agency Instead ofdirectly to the family. 

Food Stamps,:, No,such provision exists in the Food Stamp program. 

Drafting SPecs 

Amend the Social Se<:unty Act to remove this provision. 

Totol AFDe Savings: $42 million 
Federal AFDC Savings: $27 million 
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(I) Treatment of In-kind Income 

Current Law 

AFDC rules require earned in·ldnd income to be counted. As a mailer ofpolicy. States may disregard 
any unearned in~kinil income. If the Slate elects to count unearned in-lind income. the amount 
counted is limited to the value of the item in the State's need standard. 

Under Food Stamps,ln·kind bell1!fits such asfood, clothing, housing, produce are excluded. (FSA 

5(d)(l); 7 CFR 273.9(c)(1)) 


prafting Specs 

Amend the Social Security Act to require Sta~ to disregard both earned and unearned in~k1nd 


income. 


Total AFDC Cool: $' million 

Fed"",,1 ArnC Cost: $S milK.. 

Food Slamp Savio&'" $3 milliGn 


6. UNDERPAYM~'TS 

~urrent Law and &,lUcy 

Section 4fJ2(a)(22) of lhe Social Security Act requires State agencies 10 promptly lake aJJ necessary 
steps to correct any underpayment. Regulations <II 45 CFR 233.20(0)(13) limit the Issuance of 
underpayments (both agency and dient caused) to current recipients and fonner recipients who would 
be cliTren/ly eligible if the error cawing the wrderpaymenfiwd not occurred, As a result oflitigation, 
program policy also pennits States to issue underpayments l() former recipients who would no longer 
be currently eligible. The amoutU Of the underpaymem is nor limited by the number ofeligible moruhs 
covered, 

Sectinn II (e)(1 I) ofthe Food Stamp Act provides thol bell1!fits are to be restored to a household 
. requesting them if the benefits have been 'wrOngfully denied or termin<lled.' '[he perind for which 

benefits are restored is limited to one year prior to the date the State agency either receives a request 
for restoration/rom the /wuseJwld or otherwise learns thoJ a loss to the household occurred. The 
Food Stamp rule (7 CFR 273.17) also prohibits the State agency from restaring benefo' for a period 
longer than 12 months. The rule requires thOt benefits be restored even if the household is currently 
inellgible. 

To provide clients with a raJional and consistent policy in the processing 01 underpayments. 
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',Draftjng Sp\(cs: 

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. 

Rationale 

Since clients are responsible for reporting changes in circumstances that affect eligibility and benefits. 
a 12-month limit on restoring lost benefits due to agency error reitiforces positive behavior. The 
change also achieves consistency between lhe AFDC and Food Stamp underpayment policies. 
However. because the proposal represents a contraction ojAIDe program policy (j.e., the 
prohibilion on underpayments due to cliem error) client advocacy groups are likely 10 object. 

Total Arne Savings: 
Federal AFDe Savings: 
Food Stump Cost: 

$24 million 
$13 million 
$ 7 million 

7. TERRI1'ORlFS 

Welfare Rejonn Working Group staffhave met with representatives from Puerto Rico and the OEher 
territories to discuss recommendations relil!ive to the operation and funding ojthe territorial welfare 
programs. 1heSt: representatiYes. including staff from the territorial Congressional delegatio". 
recommended that we (1) eliminate the jllnding caP. and (2) extend SSlto the territories. In addition, 
the represelllaJivefrom American Samoa believes thai the territory should be permitted to operate an 
Aid to the Aged. Blind. and Disabled (MBD) program and receive appropriatejimding. The 
representatives aiSQ asked that furulingfor JOBS. child care, and the application ofthe time limit be 
addressed. For t'xampie. Puerto Rico is concerned that the two year time will be dfjficuJt to enforce 
in an economy With /8 percent u;wmpJQyment, 

Section JlOB 0/ tIre Social Security Act pennits the territories (i.e•• Guam. Pueno Rico. and the 
Virgin Islands) to operate the MBD and AFDe programs; American Samoa is only authorized 10 
operaJe an AFDC program, Funding for a:ild Care and Transitional Child OJre is provided jor 
under the JOBS limit ofenJitlemelU. Ilfhe ferri.tory elects to operate these programs. it mUSt also 
have a title IV-E.ilr Foster eare program. T1re territory must adhere to the same eligibility and 
payment requirements as the $ltltes. The Federal government matches 75 percent ofCOMS.. however. 
funding/or Ihe territories is capped, T1re caps are $82 million/or Puerto Rico. $3,8 million/or 
Guam, and $2.8 million/or Ihe Virgin islands, Between 1979 and the present. the caps were 
increased once, by roughly 13 percent, 
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To create realisticfunding levels for the territories that are reflective ofthe current economy and 
caseload, A meclumlsm that will provide occasional a4iUSlm£lIIS in fimding levels will be developed 
to replace the current burdensome metlwd ojpetitioning Congress for adjustmelUs. 

Drafting Specs 

Continue to require the territories to operate the AABD. AFDC (ineluding JOBS supportive services) 
and foster Care programs. Amend .section 1108 of the Social Security Act to increase the caps by an 
additional 50 percent and create a mechanism for indexing. The territories would not be required to 
operate AI:DC·UI',PiQgrrunL ' 

"­

Total A~'DC Cost: $59 million 

Fed ..... 1 AIDC Cost: $44.3 million
-

Rationale 

The number ofpublic assistance programs furufed under the current caps. coupled with only OM 
adjustmenJ to these caps in 15 years, ha.s seriously limited the territories~ abilities to provide. let 
alone increase benefits. Benefit payments above the cap are jirumced 100 percent by the territories, 
resu/ting in situations such as Guam's where the Federal share is roughly 40 percenJ. Puerto Rico 
reports that, since 1987, AFDC caseloads hove nearly doubledfrom 98,()fX) units to 183/XJO units. 
Further, beginning October, 1994, Puerto Rico will be required to extend eligibility to /WO-porelll 
families, PuertO Rico es<i1!U1Jes that an additional 40,()()() jimtllles will be eligible for AFDC due to 
this provision. Ifmatch rates were determined byformula, as they are in the States, the territories 
IV(Juld be eligible for higher match rates, . Increasing the cops oad providing a mechanism for efficient 
adjusmtems to those caps will not only continue to give territories the authority to operate public 
assistance programs but adequate meanS to do 50 as well (See Appendix A. Fact Sheet On 1he 
Territories). 

8. DECLARATION OF CITIZENSHIP AND ALIENAGE 

Cprrent Law 

Section J j37(d) oj the Act requires, as a condition ofeligibility for assistance, a declaration in 
writing by the individual (or, ;n the case ofan individual who is a child, by anorher on his/her hehaifl 
under penalty ofperjury, slaling whether or not the individual is a titi~en or natronal ofthe United 
States, and, ifsuch individual is not a citizen or nationai ofthe United SttueS, wherher he/she is in a 
sarisfacwry immigratIon status, 

To bring the AFDC program into aiignmem with Food Stamps by allowing one adult member ofan 
applicanl assistance unit to sIgn the declaration of citizenship or aiien status for aU nrembers ofthe 
unit. 
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Draftine :>pel'S . 

Amend the Social Security Act by revising section 1137(d)(IXA) as follows: 

(l){A) 	 The State shall require, as a condition of an individual's eligibility for benefits under 
any program listed in subsection (b). a declaration in writing by the individual (or. in 
the case of an individual who is a child Of a spouse in a two parent unit, by another 
on the individual's behalO, undet penalty ofpeJjuty. 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 URited States, that the individual is in satisfactory 
immigration status. 

Rationale 

The current requirement is administratively burdensome as it requires each adult In the AFDC unit to 
sign a septJ.1'(lJt declaration, This proposal will allow the aduIr payee or principal earner in an 
assistance unillO dedare on belullfofhis/her spouse and children. thereby simplifying the application 
and redetermination process. 1his proposal would also provide consistency with P(}()(f Stamps. 

Savings: $1 million 
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B. 	 REGULATORY REVISIONS 

lhe effort, compromise and time involved in milking staJutory revisions and amen.dmenJs make the 
idemification of relonns tluu can be implemented with comparative ease through reguJaJory 
amendment and revision a must. The following proposab. while few in munher, will provide for more 
timely reforms and allow States to at least begin 10 simplify and streamline assistance programs while 
the broader reforms are addressed by Congress. 

1. 	 MICROENTERPRlSE EXPENSES (SELF-EMPLOYMENT) 

Cum;nt Requirements 

In the AFDC program. lhe roles (45 CFR 233.21J(a)(6)(v)(B)) provide that profit from self-employment 
(e.g•• microellterpmes) Is derived from subtracting business exp<!IISCS from gross receipts. All the 
earned Income disregards (Seerlon «J2(a)(8)) are applied /0 the prOfit the same as Incom£ from 
wages. Allowable business expenses are those directly related to producin.g goods or services. 
However, lhe lowm enses are no/ allowed: depreciation, purchases ofcapital equipmenJ, 
payments on the principal ofloans or cap / assets or durable goods. personal traJJSJWrtation, and 
personal business or enrenainment expenses. A State may designate an objective-flat amount or 
percenlage for selj.-employmenJ business expenses, but must allow higher actual costs• 

. 1he Food Stamp program excludes from income the COSt ofproducing self-empluyment Income. 1he 
rules (273.11 (0)(4)(1)) list the following e:mmpIes of the :;pecijic costs thot should be excluded: the 
identifiable costs oflalwr, Slock, raw material. seed and fertilizer. interest paid to purchase income­
prodflcing property. insurance premiums. arui taxes paid on income-producing property, The 
folltJWing expenses are not excluded as costs ofdoing business: puymelltS on the princip<ll Ofthe 
purcluueprice of income"producing real estate and capital assets, equipment. machinery. and other 
durable goods; net losses from previous periods,' and depreciation. In addiJian. Federal, State. and 
local income taxes, retirement monies, and other -.rorA: related personal expenses (such as 
tronsponation to (md from ,""rk) are tUJt allowed hecallSe these expenses are accounted for by the 20 
percent earned inMme deduction in Section 273.9(d)(2). 

(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-<mlployment income. such as the identifiable costs 
of labor, stock, raw material, interest paid to purchase income producing property, insurance 
premiums, and taxes paid on income producing property. 
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Rationale 

A compatible AFDCIFood St(11fl{J exclusion/or business expenses, including adeduCtionfor 
depreciation or actual the actual expenses vinecessary flSSets. would result in greater effectiveness, 
clority and efficiency in the administration ojboth programs. The dlonge would encourage self 
employment. sel.fsufficiency and recogniz.e the legitimate cost ofdoing business. Allowing the 
eligibility worker to recognize business deductions as claims by the individual for income tax purposes 
would simplify such calculations. 

Toeal AFDC COSI: 
Federal AFDC Cost: 
Food Stamp Cost: 

2. BOARDER INCOME 

Current lWJuirements 

Under the AFDe program, neither the statute or rules address allowable costs ofbusiness income 
received from boorders. Under program policy, 0 State 11UlJ' designate a jlcu amoutU or perceJUage 
jor self-employment business expenses. Howevet, the State must allow higher dOC:Un1.ented costs. 

The Food Stamp Act is also silent on specific proceduresfiJr detennining the income ojhouseholds 
with self-employment income from boarders, HO'WeVer, the House Report which accompanied the 
Food Stamp Act 0/ 1977 (H.R. 95-464, page 38) indicates eongressional imem that the cost ojdOing 
business for boarder income be wCu/aJed "for purposes ofadministrative ease, at a fixed rale or the 
value Of a monthly coupon allotmentfor a orze..person household" fOf each boarder. 'Ihe report also 
irniicates Congressional intent that actual CO-sts he allowed, but the cost exclusions from income 
cannot exceed the income received. 

Section 273, / I (b){J) of the Food Stamp rules provides procedures for calculating the income received 
from boarders based on the legislative history contained in the Food Stamp Act. Income from 
boarders includes all direct paynumts to the houstlw/dfor room and meals, including contributions to 
the household's sheltet expenses. The COS! ojdoing business is either (fJ the maximum allotment 
amount for a household size that is equal co Ihe number ofboarders or (2) the actual docwnented cost 
ofprolliding room and meals. if that cost exceeds the maximum allotment· amount, Ifactual costs Oft 
used, only separate and idenlifiahle costs ofproviding room and meals to boarders can be excluded. 
The excluded Cosis cannot exceed the amount ofincome received. 

Modify AFDC and Food Stamp rules to permit States the option to allow a Oat rate, a percentage, or 
either the maximum allotment for a household of the same size as the number (If boarders in the 
thrifty food plan or the actual documented cost, if it is higher than the allotment. The same 
procedure would be adopted fOf each program. 
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RatioDiII~ 

A unifonn AF'DCIFoad Stamp policy in caicuialing boarder income would result in greater 
effectiveness aFld efficiency in the administration 0/both programs. 

Cost: Negligible 

3. REPORTING AND BUDGETING 

One ojthe "'4/or complaints abc", the differences between the AFDC and Food Stamp programs Is 
that the programs use dijftrent periods to' detennine benefitsjor the current month and require 100 

much reporting of changes in circumstances. In a transiJional program where mort recipients may 
have fluctuating income. the repm/ng burdens on recipienJs, the fluctuallollS In benejit amounts, and 
the constant Med jar case worker recalculatiOns ojbenefits would Impose complexity on all panies 
involved. 

Current Requlrements 

(A) Monthly Reporting and Budgeting Requirements 

Both AFDC and Fvod Stamps permit Statts 10 adopt nuJhthly reporting requircl1tenlS and to use either 
retrospective or prospective budgeting to detennirw the benefit amounts jor some or all cases. Yel 
there are some differences in application. For example, the Food Stamp Act permits retrospective 
budgeting ojnon-monthly reponing cases, while the Social Security Act does not. 

Under a mQnJhIy rel2Ol1ine and retroSPectjve budgeting [)lstem. /amUies repCJn Income and other case 
circW1tStaltCts every month. whether or nor a change affecting eligibility and payment amcUlllS has 
occurred since lhe previous mofllh. '!his ilfjormation. as well as any supplementary report Qfa 
change in circumstances. is used to determine continued eligibility and (0 determine the amounJ o[ 
assistance based on a prior month '$ mcome. 

Under a prospective budgeting system. eligibility and benefit amounts are based on a projection of 
income tllid circumstances that will exist in rite month/or ,,"'hich payment is to be nuule. The Food 
Stamp program by regutatiQn and statute is more prescripltve in how tM estimaJes are 10 be made. 
The AFDC rules are not contained in statute and provide States m()re flexibility in making the 
estimatt. 

(Il) Effective Ilate of Reported Chang .. 

Both programs require families to report changes in circumstances. In MDe, States musr establish 
procedureslor timely and accUrllle reporting ojchanges thai affect eligibility and amount of 
assistance. Any change is effective in the month It occurred. Food Slamp rules aUowfor a lolerance 
ill which a change ofless than $25 per month does not have to be reported ami the rules governing 
the effective date ofany change give rite recipient anti agency time to report a1!d act upon the change. 
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(C) Earned Income Pena'ties for Failure to Report 

Both programs impose earned income deduction penalties when recipients /aillO report timely, Undet 
the AFDC program the penalty Is appl/ed whenever a reclpiem foils 10 IIm<ly report wilham good 
tJJUS(!. In the F()f)(} Stamp progr(Jl1l. the penalty is applied to any portion a/income the recipient 
wiJijaily jailed t. report. in AFDC Ihe penalty opplies 10 lhe $90 work expense disregard. Ihe child 
care disregard tWi the $30 and 1/3 earned income disregard provisions. Under the Food Stamp 
program. the penalty is applied by not disregarding tlte 20 percent earned income deduction to ooy 
portion ojthe income that the recipient wilfully jailed to report. 

(0) RecertiflcaUon Period 

In ,the Food Stamp program, recertification ojeligibility is nuurdatory and must occur every one to 
twelve ma",he (depending on the eharoelenS/ies O/Ihe hausehold) under specific procedural rules. In 
AFDe. rede/ermina/lon 01 eligibility must occur every six to 12 months according to State established 
procedures. Unlike AFVC. food stamp benefits automoJfro/ly tenninaJe when the cert/ficoJion period 
~ires. 

Allow State..o; to continue to use retrospective and prospective budgeting. Require recipients to timely 
report all significant changes in circumstances affecting eligibmty or the amount of assistance. 
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 cbanges in income include 
getting or losing employment. promotion, permanent changes in hours worked, etc, Non-permanent 
fluctuations in income (overtime, absence) are not considered to be significant. Overpayments would 
not oCCUr where recipients report timely and the agency makes adjustments 00 later than the second 
month after the month in which the change occurred, subject to notice requirements. This option 
closely .conforms to current food Stamp program policy. 

Total AFDC Cost: $223 million 

Federal A~"DC Cost: $124 million 

.'00II Stamp Cost: Minimal Impact 


Rationale 

Ihese proposed administrative rules will significantly simplify benefit calculation procedures jor joint 
AFDe/Food Stamp households. By rationalizing Jhe procedures in benefit determInation and 
calculation. workers aOO recipients will benejilthrough less paperwork processing atUitime spent on 
recalculating bene/i/S because offluctuations in income. 1he rules main/aill a balance between 
assuring benefits are accurately detennined by reducing the curretIJ complexities retaining the 
appropriate level of respcnsibililies on recipients to report hiformatlon, 
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4. AUI'OMOBlLE RESOURCE UMIT 

Current RequireMents 

The Social Security Act provides for the exclusion 0/so much oja family member's ownership interest 
In one automobile as prescribed by the Secrelary. ThaI exclusion Is set by regu/()Jlon al $1500 equity 
value (or a lower limit set by the StaJc) in one vehicle with any excess equity value counted t(1W(lrd 
the $Il)()() AFDC resource Ilmll. 

The Food Stamp Act provides for the total exclusion ofwhicles tIuu are used ove,r 50 percent ofthe 
time for income-producing purposes; annually producing income consistent with their FMV: necessary 
for long distance travel for work (mher lha. di1Uy commute),- used as lhe household's home,- or 
needed to lransport a physically disabled household member. For the following vehicles. the amount 
of the FMV QYer $4,SOO is counted as a resource: one per Iwusehold (regardless ofuse),' and vehlcfes 
used jor work. IraitJing or education to prepare jor lWl!i in acwrdance with food stamp employment 
and training requirements. For all oIlier vehiclu. the FMV over $4,500 or the equity value. 
whichever is more, is coullfed as a resource, 

ReliabJe transplJrtalion will be essential to achieving seffsujficiency for many recipients in a time­
limited program. Becau.re (I dependable vehide is important to individuals in finding and keeping a 
job. particularly for tMse in areas wlthbut adequate public transpon-atwn, both the A.FDe and the 
FQOd Stamp programs need a conforming automobUe resmm:e policy tluu supports acquiring reliable 
vehicles. This proposal would simplifY the automobile resource policy by conformlng the program 
rules aJuI reducing the unnecesSlU)/ complexity aJuI confusion for program administraJors iII both 
programs. 

Regulatory Snes.~ 

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 goru of assuring that 
a vehicle wHi meet the requirements of both programs. 

ISSUE: FNS is considering a statutory dlange to achieve consistency with AFDC by using 
equity value rather than FMV (See Appendix A ror detailed description of the FNS proposal)~ 

RatiQnwe 

This proposal attempts to bring a level of confonnity between the two programs that would elimilUUe 
some oJthe administrative complexity involved with valuing vehicles under varying criteria and would 
result in greater rJ/ecliven.ess and efficiency in The adminislration Of both programs. 

Total AFDC Cost: Under DeveloP"""'t 

Fed....1 AFDC Cost: Under Development 

Food Stamp Cost: Under Development. 
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5. 	 VERIFICATION 

Current Requirements 

Food Stamp law and regldations include spt!cific requirements for verification and documenlluicn of 
itiformaJ/OII needed JOr eligibility nnd benefil determlnaJlons. Food Slamp regulalions mandote 
verification a/utility atuI medical expenses (when actual is daimed), idcmity. residency (address), 
disability and household composition, In lhi AFDC program. the Act and regula/ions do not address 
how verification is to occur but State procedures have generally conformed to Ihe verification policy 
oullined in the Federal quality control mtmuai. 

Under/he Food. Stamp ACI (FSA) (sections 11(e)(3).(9)) and Social Security Act (Acl) (swlons 
4OZ(a)(25) nnd JI37), Income masl be verified Ihrough the {nrome nnd Eligibility Verijicotion System 
(IEVS). The S'ale must requesl wage nnd benefillnlormaJlonJOr from the Stale Wage Itiformation 
Colleetion Agenq, the Social Security Admlnlstrotian. nnd the agenq administering Unemploynte/lJ 
Imurance Benefits. Unearned income in/ormaJion must be requestedfrom the Internal Revenue 
Service, Both programs are also required by law to~rify alien status l..hrough the Immigration and 
Naturalization Service's Systemic Alien Verification/Or Entitlemeru systen:.. If. . 
Both programs review the accuracy ofeligibility decisions and benefit amounts through quality control 
systems. with the intended resulttlult much information is verified at application and at recertificatlQn 
to avoid errors. Stales may, in ooth programs, adopt olher verification requirements. 

Federal computer matching and verifiClJlion requirements are often burdensfJ111e for both clients and 
eligibility staff. Even where Slates have flexibility. the emphaJis on payment accuracy and the 
potential/or fiSCal quality cOn/rol penalties have often resulted in unnecessary documentation, delays 
in benefits and improper deniaLs and terminations. Yet, to assure the public that their taxes are being 
spent to serve only those in need, verification will continue to be a critical component of the new 
system for delivering asslsrance to lammes. States must be afforded the flexibility 10 slmpllfI 
verification procedures. while assuring progrmn integrity through minimum standards. 

Regulatory Specs 

(a) 	 Exercise current Secretarial waiver authority and amend regulations so that: 
-- States may choosc the verification systems. methods and timeframes for action; 
•• States may choose the computer matChing activities that are most effective provided that the 

alternative matcb or verification proce,<;s is just as effective as those required IEVS 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 COSIS. 

(b) 	 Vedfication methods, systems, and time limits wIll be included in the State Plan. 
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Rationale 

States will welcome the increased flexibility provided by this proposal and be able to streamline tJreir 
verification 4aivilies. saving time and paperwork. ..it the stJJ'lfe time. the Slate plait approval process 
will ensure Udequare protect/on of elielll rights and program integrity without restricting State 
f/aibility. 

AFDC Savings: Less than 1 million 

Food Stamp Savings: $3 million 


6. Treatment of Glvemmental Subsidies 

Current Reqpirement& 

Under Section 402(a)(7)(C)m) <if.he Social SeeurlJy Act, Stales may coUIII housing or relll sobsldies 
as incmne. 1he anwUlU th.nt may be counJed cannot exceed the amount for sheller/utilities included in 
the Stale's payment standard (233.20(a)(J)(xi/). Few Stales CGUIII the payments as income, 

Under Fand Stamp regu/allons (1 CFR 273.9(e)(I)), veallor paymellls to landlords are exelnded as 
income. Payments to hausehclds and vendor payments to utility providers are counted as income. In 
the Third arcuit, the CoW1 has held that HUD utility paymelllS are excluded as energy assistance. 

Regulatory S~"'" 

FNS will amend Food Stamp regulations to exclude HUD utility payments. 

Food Stamp Cost: $160 million 
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Appendix A 
FACf SHEET ON TIlE TERRITORIES 

Citizens ofthc territories are U.S. citizens, 
Residents of the Northem Mariana Islands can receive SSt 
American Samoa does not receive any federal assistance for cash assistance programs. 

l&ru1.: 

Puerto Rico: $82 million 
Guam: $ 3,8 millioo 
Virgin Is.: $ 2,8 million 

AFDC Cas_load" i\W1Iie monthly Ii"""", fur 1991: 

Puerto Rico: 61,000 units; 194,000 recipients 
Guam: 1,200 units; 4,400 recipients 
Virgin Is.: I,sao units~ 4,000 recipients 

Average AEDC llAyment. 1291: 

Puerto Rice: $I02lfamily: S 32/person 
Guam: $368/family; $IOO/person 
Virgin Is.: SI83/f.mily; $ 69/person 
U.S. Avg.: S38B/family; SI3S/person 

Costs of Liying: 

There are no gO<X1 measures of the cost of living that apply to the states and to the territories., In 
generai, food prices in the territories ate bigher than in the states (territories have limited agricultural 
production abiUtics and have high sbipping costs). 

Attached is a table that shows Fair Market Rents for the largest metropolitan area in each state. The 
table shows that housing costs in Guam are exceeded only by those in Honolulu, and that housing 
costs in the Virgin Islands are wen above those in the median state. 

Tax IsSUes: 

In the past. some policy makers have opposed enhancing the federal role in providing cash assistance 
to U.S, citizens in the territories on the grounds that federal taxes collected in the territories are 
returned to the territories. However. there are two good counter arguments to this: 1) It is 
inappropriate to hold up one facet of the complex relationship between the federal government and the 
territories as justification for limiting assis.tance to the poor: and, '2) Many low~income U.S. citizens 
in the territories do not pay federal taxes. just like low~income U.S. citizens in the States - what 
happens to the taxes of higher income residents may not be relevant. 
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RBINVEHTING GGVBRNMENT ASSISTANCE 

The current welfare system is enormously complex. There are 
multiple programs with differing and often inconsistent rules. 
The complexity obscures the mission, fruatrates people seeking 
aid J confuses caseworkers, increases administrative costs, leads 
to program errors and inefficiencies, and abets the percep~ion of 
widespread waste and abuse. 

The proposals discussed below streamline administrative processes
by conforming program rules between the AFDC and Food Stamp 
programs; modify some existing rules that tend to create 
unnecessary complexity and confusion for proqram administrators 
and recipients; and attempt to strike a reasonable balance 
between and among traditionally competing ends, e.g., targetin9 
benefits on the needy to restrain costs while creating rational 
incentives to play by society's rules. 

Changes arc proposed in the following areas: filing units; 
coordination of program rules, resources and assets~ policies 
toward the territories. and treatment of income. 

I. 	 FILING UNIT CHANGES 

Several proposals are made to simplify the eligibility determina­
tion process for the transitional assistance program by modifying 
the ArDC filing unit -- the group of people to whom assistance is 
provided based on their collective income, resourees, and needs. 

Current law: Under current law, the basic AFDC filing unit 
consists of a needy dependent child, the child~s parent(s), and 
siblings who are living together and otherwise eligible. Others 
may be included in the unit if the State considers them essential 
to the well-baing of the family. AFDC benefitn can be provided 
to two-parent families. However, there are additional eligibili ­
ty requirements that must be met. 

In general other relatives living in the same household are llQt 
in the assistanoe unit. Further, SSI recipients are excluded 
from the unit whether they be a parent or a child. Others who 
are exoluded unit inolude illegal aliens, foster ohildren, and 
stepparents in most states. 

o 	 Elimiaate the additional eliqibility rules for two-parent 
families 

Remove the additional eligibility requirements for two-parent 
families. The ourrent statute requires that the principal wage 
earner in a two-parent family have a recent work history (by
requiring work in 6 or more quarters in a 13 quarter period, or 
eligibility for unemployment benefits). At the same time, by
regulation, labor force partioipation is limited by denying 
eligibility if the wage earner works 100 hours or more in a 



month. Eligibility can also be extended if the wage earner is 
temporarily incapacitated. 

These provisions act as a "marriage penalty~ because it makes 
AFDC eligibility for two-parent families much harder than 
eligibility for single-parent families. By eliminating the 
arbitrary 100 hour rule, we would better motivate two-parent 
families toward more significant labor market attachment in 
keeping with a new transitional welfare program that emphasizes 
work. 

Eliminating the additional eligibility requirements for two­
parent families will increase caseloads and costs. However it 
will enhance the simplicity of the system. removing some 
administrative complexity; and it reflects and supports the 
wishes of a number of States who have sought waivers to existing 
policy in this area. 

o Include SSI recipients in the AFDC unit 

Currently, individuals who have had a work history and receive 
social seourity disability, retirement, or survivor's insurance 
are included in an AFDC unit and have their incomes and resources 
counted. However, 55! recipients who do not have such a work 
history are not. We propose expanding the AFDC filing unit 
definition to include SSt recipients. This policy would provide 
uniform treatment among people who are aqed or have disabilities 
regardless of their.work history. 

The proposed policy eliminates the arbitrary inequity between SSI 
recipients and people who receive other Social Security benefits. 
It also limits the disparity in income received by AFDC families 
who also include an SSI recipient and those families who do not 
have an SSI recipient. 1 Counting the income of SSI recipients 
would produce significant savings. 

o Reduce the payment standard for Child Only Units 

The number of child-only AFDC units has been growing in recent 
years and currently they comprise about 15 percent of the AFDC 
caseload. There are a number of reasons that adults in a 
particular childts family are not included: the parent may be on 
551, sanctioned. an illegal alient or unable to care for her . 
child and so the child is living with a non-needy relative. In 
California, where over 25 percent of the State'a AFDC cases are 
child-only, a quarter of the other people reported to be living 

1. Some witnesses testifying at public hearings of the working 
group noted that AFOC families that also had one or more S5I 
recipient received substantially more income than families 
without an SSI recipient, while families with income from OI were 
often ineligible for any benefits. 



in the household of child only cases were identified as illegal 
aliens. 

In most States, child-only cases receive a full 1 person benefit 
that presumes the child's caretakers in the household provide no 
support to the needy child. We propose requiring states to 
reduce the payment to child-only cases because in most cases the 
child's caretakers would be providing some support to the child. 
Even if they did not l the child1s needs are lessened by sharing 
living quarters. 

AFDC payment standards are structured so that the first person in 
a case receives a full benefit and payments for additional 
members are made in smaller increments. We would require States 
to pay only the incremental amount for each child, not the full 
benefit. This proposed policy would prevent many households 
ineludin'1 illegal alien families from "'1aming" the AFDC program. 
It would save money and help offset the coats of other reinvent­
in'1 proposals. 

o Limit the Definition of Essential Persons 

Currently. 22 States have selected the option of including 
essential persons as part of the AFOC unit. These individuals 
are not eligible for AFDC in their own right, but they are 
included because they are considered essential to the well-being 
of an AFDC recipient in the family. This is a loophole that 
allows States to bring in relatives like adult siblings into the 
AFDC unit. 

We recommend eliminating this category entirely or limiting 
eligibility to only those who 1) provide care that would allow 
the caretaker to pursue work and education or 2) provide Care for 
a' disabled person. 

II. CooRDIIiATIOIl OF PROGRAM RULI!S.· 

The rationalization and simplification of income assistance 
programs can be achieved by makin'1 disparate Food Stamp and AFDC 
policy rules uniform or complimentary for related policy 
provisions. Our proposals include: 

o CODforming AFDC and Food Stamp AccouDting Periods 

We propose conforming AFDC to Food Stamp's more flexible 
requirements for reporting and bUdgeting. Under FSP, States are 
given the option to use prospeotive or retrospective budgeting 
with or without monthly reporting. Currently, the Food Stamp 
program requires recipients to report all gross income changes 
above $25 per month. To simplify the reporting process, this 
threshold would be raised to $75. Recipients would still be 
required to report Changes in other circumstances like source of 
income and household composition which may affect eligibility. 



This proposal would significantly simplify benefit calculation 
procedures for joint AFDC/food stamp households. By conforming
the procedures in benefit determination and calculation, workers 
and recipients will benefit through less paperwork processing and 
time spent on recalculating benefits because of fluctuations in 
income. The proposal maintains a balance between assuring 
benefits are accurately determined by reducing the current 
complexities retaining the appropriate level of responsibilities 
on recipients to report information. 

o 	 Conforming the Application Process 

Applicants will be provided with one, simple, easy to read and 
understand application form for AFDC and food stamps. Expedited 
processing will be provided for families in emergency need 
situations. Eligibility will be determined within identical time 
frames in both AFDC and FS for both expedited and normal applica­
tions. Flexibility will be given to States for scheduling 
appointments and verifying information. Other administrative 
functions would be stream-lined. 

We also propose conforming and streamlining AFOC and FS policies
regarding underpayments and verifications. payment of underpay­
ments would be limited to 12 months. The new verification pOliey 
would require States to verify income, identity, alien status and 
SSNs. At the same time, States would be given flexibility 
regardin9 verification systems I methods. and timeframea. 

III, RlISOURCE AND ASSE~S 

The policies proposed under this category liberalize hOW assets 
and resources are treated for the purpose of determining 
eligibility for both AFDC and Food Stamps for the purpose of 
encouraging work and promoting self-sufficiency. The nominal 
effect is to increase the caseloads and costs in both programs. 
Yet the general arguments' for the policies described below are, 
persuasive: 

* 	 Currently, asset and resource rules are not consistent 
across programs. creating confusion and administrative 
complexity; and 

* 	 The very restrictive asset rules across Federal assistance 
proqrams are perceived as significant harriers to families 
saving and investing in their futures. 

We propose the following changes: 

o 	 Develop uniform Resource Exolusion Policies in AFDC and FS 

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



policy regarding burial plots, funeral agreements, real property, 
cash surrender value of life insurance and transfer of resources. 

The administrative complexities that exist in applying resource 
requirements in the AFDC and Foed Stamp programs will be greatly 
reduced under these proposed changes. Welfare administrators 
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. 

o Confo~ Automobile Exclusion Policies 

For AFOC, the permitted equity value for one car in set at $1,500 
or a lower value set by the State. In the Food stamp program, 
the allowable market value of a car is $4,500, although a car of 
any value can be excluded in limited circumstances. In both 
programs the automobile limitations can be a substantial barrier 
to independence. Current AFDC policy weuld prevent total 
exclusion of most cars lesa than eight to ten years old. We 
propose to AFDC families to keep one automobile of any value and 
to maintain additional vehicles as long as the net equity value 
of these vehicles, when combined with other resources, does not 
exceed the family1s resource limit. 

Reliable transportation will be essential to achieving self­
sufficiency for many recipients in a time-limited program. A 
dependable vehicle is important to individuals in finding and 
keeping a job l particularly for those in areas without adequate
public transportation. Both the AFDC and the Food Stamp programs 
need a conforming automobile resource policy that supports
acquiring reliable vehicles •. 

o Asset Demonstrations and Individual Development Accounts 

Under AFDC, allowable resources are limited to $1,000 (or a lower 
amount at state option) not including an automobile. States are 
permitted to exclude "basic items essential to day to day 
living," such as clothing and furniture. The treatment of 
resources and assets in Food Stamps is more liberal: $2,000 per
filing unit for liquid assets, $3,000 if the unit is headed by an 
elderly person. 

Recipients should be permitted to accumulate more generous levels 
of assets and resources if those resources are expended on 
certain purposes related to becoming self-sufficient. We propose 
to permit AFDC State agencies to develop demonstration projects 
similar to the ones established by OBRA of 1993 for Food Stamps, 
which allow a limited number of AFDC households to accumulate up 
to $10,000 In assets. These funds could only be used for such 
things as education, training, to improve the family's employ­
ability (including self-employment), for a purchase of a home for 
the household, for a change in the household's residence, or for 
major repairs to the home. 



A related proposal is to require that resources be kept in an 
account generally know as the Individual Development Account 
(IDA). An IDA is an optional earnings-bearing, tax-benefitted 
trust account in the name of one person. An IDA would be held in 
a licensed, federally-insured financial institution. Withdrawals 
can be made from the account only for designated purposes. For 
example, withdrawals could be made for a first home purchase. 
post-secondary education (colleqe/long-term training). or 
business development (microenterprises). There are penalties for 
non-designated use of the account. Participant eligibility would 
be determined by the State agency using broad Federal guidelines. 

Welfare reform should include strategies to test the notion that 
one way out of welfare for some people is by empowering them to 
start their own businesses and encouraging them to save their 
earnings to build for the future. During the campaign, the 
president endorsed the idea of helping welfare recipients help
themselves by estsblishing Individual Development Accounts 
(IDAS). These legislative proposals would promote self­
sufficiency by encouraging recipients to accumulate savings, 
assets and start their own businesses. 

Since these proposals allow persons who currently would be made 
ineligible stay on AFDC, these proposals explicitly recognize
that certain activities sanctioned by society as "playing by the 
rules u cost money. The rules governing welfare should recognize
that reality and give recipients the ability to engage in these 
mainstream activities. 

IV, POLICIBS ~ARD ~BB ~ERRITORIES 

The territories operate AFDC, AABD, JOBS. child care and Foster 
Care programs under the same eligibility and payment requirements 
as the States. Their funding, however. ia capped and the Federal 
government matches 75 percent of costs. The caps are $82 million 
for Puerto Rico, $3.8 million for Guam, and $2.8 million' for the 
Virgin Islands. BetWeen 1919 and the present, the caps were 
increased ance, by roughly 13 percent. 

We propose that the current caps be doubled and that we include'a 
mechanism for making periodic adjustments based on the rate of 
inflation, caseload size, and new program requirements. Doubling 
the caps in the territories would essentially reflect the 
increase in AFDC expenditures that has occurred in the States 
since 1980. The proposal would create realistic funding levels 
for the territories that are reflective of the current economy
and caseload. A mechanism that will provide occasional 
adjustments in funding levels would replace the current 
burdensome method of petitioning Congress for adjustments. 

The number of public assistance programs funded under the current 
caps, coupled with only one adjustment to these caps in 15 years,
has seriously limited ,the territories' abilities to provide, let 
alone increase benefits. Benefit payments above the cap are 



financed 100 percent by the territories, 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 98,000 units to 183,000 units. Further, beginning 
October, 1994, Puerto Rico will be required to extend eligibility 
to two-parent families. Puerto Rico estimates that an additional 
40,000 families will be eligible for AFDC due to this provision. 

Doubling the caps and providing a mechanism for efficient 
adjustments to those caps will not only continue to give 
territories the authority to operate public assistance programs 
but adequate means to do so as well. 

V. TREATMENT OF INCOME 

Federal AFDC law requires that all income received by an AFDC 
recipient or applicant be counted against the AFDC grant except 
income that is explicitly excluded by definition or deduction. A 
number of changes are proposed to bring greater conformity 
between the AFDC and FS programs, to streamline both programs 
and/or to reintroduce positive incentives for recipients to work. 

There are many ways to meet these objectives, for example: 

o 	 Exclude non-recurring lump sum from income, disregard 
reimbursements and EITC as resources. Lump. sum payments, 
such as EITC or reimbursements, would be disregarded as 
resources for one year from the date of receipt allowing 
these families to conserve the payments to meet future 
living expenses. 

o 	 Disregard all education assistance and student income. 

o 	 Disregard JTPA stipends and allowances; count OJT and other 
earned income. 

o 	 Exclude all cash or in-kind energy assistance and disregard 
all housing/utility subsidies. 

o 	 In FS, disregard the first $50 of child support. 

Together these proposals would make the treatment of income 
simpler for both recipients and welfare officials to understand .. 
They would make work and education a more attractive, rational 
option for those who would continue to receive assistance and 
they would improve the economic well-being of those who need to 
combine work and welfare. 



REINVENTING GOVERNMENT ASSISTANCE 


The current. welfare system is enormously complex, More 
importantly, curre~t welfare rules often send exactly the wrong 
messages and provide exactly the wrong ~ncentives about the 
values of work a~d responsibility. Navigating the current system 
is more difficult and demeaning fo!" people who work than for 
people who do not. Benefits are reduced, often in unpredicatble 
ways, in response to work ar.d savings. And by providing benefits 
to one parent families but not to ·....orking two-parent families, 
the system makes a perverse statement about parental 
responsibility. 

Ample opport:unities exist for reinventing government assistance. 
Our legislation will include provisions for shifting the current 
rules based federal state relationship to a more performance­
oriented, flexible system. It: will also include provisions for 
enhancing prograrr, integrity, partic'J.larly through automated 
systems tracking and matches, 

The major issues, however; arise arcund proposals for reshaping 
the system to get the incentives right and about offsetting 
changes to balance any costs of expar.sions. 

GETTING INCENTIVES RIGHT 

Extending Benefits to Two-Parent Families 

The current AFDC system provides benefits to two-parent families 
only when one parent is unemployed. defined as working lees that 
100 hours per month a~d having at least six quarters of previous 

.work experience within the last thirteen. Both working families 
and families with no work experience are excluded, in contrast to 
single parent families. A number of states have requested and 
received waivers of the 100 hour and quarters of work rules, in 
order to make the creatment of or.e- and two-parent families 
equitable. We propose to extend equitable eligibility to;') two­
parent families across the board. 

Work Incentives 

The current AFDC system provides almost no incentives to work, 
either financial incentives or psychological incentives. The 
following optioas are available: 

o 	 Simplify acoounting period and reporting requirements. 

A possible proposal would ensure stable benefits for a 

three month period, enabling people who work to plan 

their finances and dec~ease their required contacts with 

the welfare system. 




o 	 Allow state flexibility in establish1ng procedures for 
disregarding income. OJrrencly income disregard amounts 
are set at t::e federal level and vary w:'th time on AFDC. 
One proposa2 would set a st:andard disregard for work 
expenses of S90 per month (?), and state flexibility with 
regard to additional disregards. 

o 	 Mandate fill~the-gap budgeting. States currently have 
wildly diffe~ent benefit levels, ranging from about $120 
per month to over $600 per month. There is little 
support for standardizing benef::.ts. One COL:.1d, however, 
mandate a rr.:'nirr.um level of need, and allow earnings. 
child suppor~ and other income to fill the gap between 
the benefit level and need. 7his proposal provides a 
strong earn'::1gs incentive in low and medium benefit 
states. 

Incentives for Savings and Asset Accumulation 

Under current law, AFDC recipients are limited to $1000 in assets 
and to one vehicle whose value is less than $1500. These limits 
obviously provide a disincentive to save, and seem especially silly 
as they relate to savings for education or self employmentr and to 
vehivles used to l::ok for or ge:: to work. We propose the following 
changes. 

o Increase asset and vehicle limits. The proposal would 
change AFDC asset and vehicle limits to conform to the 
more libera: food stamps rules. 

o 	 Permit more substantial asset accumulation in IDAs~ The 
proposal wou~d allow up to S10,000 in assets to be kept 
in a apecia: account and used only for education or 
training; or =0 start a business or become self-employed. 

All of the above proposals to get incentives right reeult in soma 
caaeload expansio~s and additional costs. To offset these coats, 
and to bring more rationality into the definitions of householdds 
and countable incc~e, we propose SOme options for defining filing 
units and counting income diferently. 

RATIONALIZING HOUSEHOLD DEFINITIONS AND INCOME COUNTING 

':'he moat important aoo.inistrative difference between MDe and Food 
Stamps is in the definition of the unit that is eligible to apply 
for assistance. The Food Stamp filing unit is essentially the 
household--al1 tbe people who live together and prepare meals 
together. Under ~FDC rules, however, sub-units withi~ households 
can received AFDC benefits, for exaT,Dle a mother and her child can 
receive benefits :rrespective of the income of other people they 
might be livins; with. This makes for very complicted 
administration of the two programs. Moreover, the AFDe rules 
operate in such a way that AFDC goes to x households in which the 
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household inco~e is above the poverty line. 

The obvious approac~ night seem to be to use the same filing unit 
in both programs I and t:o defined it as the household, so that 
everyone who lives together is considered part of the unit both in 
determining need and in computing benefits. This seemingly obvious 
approach would, however, if taken alone, have the effect of 
removing large numbrs of poor families from the AFDC rolls in low 
benefit states, mainly the south. In states where benefits are 
extremely low, recipients cannot afford to live on their own, and 
often move in with other family members. Even if the household was 
quite poor, the cowbined income of household members would be in 
many cases high enough to deny AFDC benefits. This would impose 
substantial hardship on mothers and children. 

To alleviate this problem, but still move toward more rational 
household and income definitions~ we are examining three options. 

standardize filing units but mandate fiU-the gap-budgeting. This 
option would redefine the AFDC filing unit to conform to the food 
stamp definitions, but would mandate a minimum needs standard and 
fill the gap budgeting. Imagine, for example. a household with a 
mother and her child living with her family in a low benefit state. 
where the household income in above the AFDC maximum benefit (say 
$200) but below the food stamp limit (130 percent of poverty). 
under current law the mother and child get the full AFDC benefit. 
Under standardization, the household would get no AFDC. Under fill 
the gap, if the needs standard were set at say 85 percent of 
poverty, only household income over that level would be counted in 
determining AFDC eligibility. 

Cap AFDC eligibility at 130 percent of household income. This is 
a much more incremental option, which avoids the political 
cor.troversy that would undoubtedly be ~aised by proposals to change 
the filing unit. Instead, it simply says that people living in 
households with incomes above the Food Stamp eligibility level 
would no longer be eligible for AFDC. 

Primus option. Details to come. 

COSTS AND CASELOAD IMPACTS 

SL~rZE COSTS HER2. 
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REINVENT GOVERNMENT ASSISTANCE . 


A. 	 RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS 

The rmionaI/zatlon and slmpllf/callon ofassisll1llCe programs Is something of the holy grail ofwelfare 
reform-al'W(1'js sought. never realized, "I'M Teasons are 11IllllY: df/ferenl goals ofdifferent programs. 
varied constituencies, Departmental differences. divergent Congressional committeeJurisdictlofJS, tind 
the lnevllable creation of winners and losers from changing the slm,., quo. Yet everyone agrees that 
recipients, administrators. aJII1 taxpayers are alliosersjrom the cumnJ cvmplexiry. Below are 
several proposals for reform, The proposals do not nwke sabstantlal <holIges in program structures. 
Rmher, the proposals achieve simplification by streamlining administrative processes and by 
collfOrmlng program rules between the iiFDC and Food SUlmp programs. The proposals modIfY 
existing rules that creOle wmecessmy complt!XlJy and ""'!fUsion for program admI.lstrOl(fl'$ and 
recipients. 

1. 	 BUng Unit 

Under current law, the AIDe filing unit must consist ofa needy deprived chiid, lu natural or 
adoptive parefll(s), and all naJurai and adoptive brothe,. and slste,. (including halfbrothers and 
sisters) who are living together. The unit's Income and resoarcea are used to determine eligibility and 
,the amoUltt 0/poymefll. A stepparefll is lreated the same as a naJurai or adoptive parefll for fiUng 
Wlit purposes In seven States (Nebraska. New Hampshin. Oregon. Solilh DahJIO, Ulah. Vermofll. 
and Washlngloll). These SIOles have laws 0/general applicability whieh bald the stepparefll 
responsible for the ehUdre. to the same WenJ as a naJurai or adoptive parefll. In all other StOles, 
the stepparefll'S needs are not Included In the unit and hislher income, qfter certain disregards, are 
considered available 10 the unll members. 

Iflhere Is "" parefllin the home, then llIIIJlher non-legally responsible relative wilh whom the child Is 
JIving may, at his/her option. join the unIt and be assisted. AdditloMJly, States may exercise the 
option of Including an other Indlvidual(s) living In the home as an "sefllial person($}. The essential 
person '$ income and resources are used to determine eligibility and amoUnl ojpayment. 

Cmaln parerus and sibling are excluded jrOJn the unit: Illegal and sponsored aliens. recipients of$SI, 
foster ehl/dren, and Individuals ineligible due to lump sum Income. 

(a) 	 Filing unit options range from making smaller changes 10 including the entire bousehold, and 
eliminating the UPIlP test for 2ilarent families. Staff bave gathered data on several options 
wbich can be provided. Additional filing unit options include: 

OPTION I: 	 Define the filing unit as bouseholds with a child or children under the age of 18, o'r 
age 19 at State option if a full time student, the child's siblings under the age of 22, 
and the child's. natural. adoptive, or s.tep- parents. The income and resources of these 
members will be used 10 determine eligibility and benefits. 

• 
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OPTION 2: 	 Define the filing unit as households with children under the age of 18, or age 19 at 
State option, if a full time student and all adult members; the income and resources of 
lIII membe.. will be used to determine eligibility and benefits. 

OPTION 3; 	 Define the filing unit as buuseholds with children under the age of 18, or age 19 at 
State option, if a full time student and all adult members wbu purchase food and 
prepare meals together; the income and resources of these members will be used to 
determine eligibility and benefits. 

OPTION 4; 	 Define the ming unit as households with children under the age of 18, or age 19 at 
State option. if a ru:U..wuc student and their relatives, including any other individuals 
in the buusehold who claim the children as dependents for income tax purposes; the 
income and resources of these members will be used to determine eligibility and 
bunefits. 

2. Accounting Periods 

One ofthe nwJor camplalnts about the dl/fel'l!1fCes _en the AFDC and FO<Id Stamp programs Is 
that the programs use different periods /0 deterndne be""jltsfor the current mtmlh and require /00 
much reporting ofchanges In clrcumstmu:es. In" mwlJUmoJ program where more recipients 1tUJ)' 

have jluctuming income, the reporting burdens on recipients, the jluctumions In benefit anwunts, and 
the constaJIJ need for C/lS. worker recalculations ofbe""jlts _ Impose complexily on all portles 
involved. Funher, under retrospective accoUlfling. redp/ellts who lose jobs wntinue to receive 
/lSs/slance based on Income l"",,/s during 1M perltxl ofemploymentfor 1I{l to twO months. This resuIts 
In considerable hardship among reciplellls. 

Because of the expectation that an increased preval"""" of fluctuating earnings under a transitional 
program will cause complexity for administrators and recipients, monthly benefits will be determined 
every siJ< months based on the best estimate of income during that peciod. Benefits would not change 
during this period~ except under circumstances defined in regulation. For purposes of determining 
monthly income, income re<eived w""ldy will be multiplied by 4.3 and income received biweekly by 
2.15. Th... conversion factors will apply to both the calculation of the 6-month estimate and 
monthly income within that period. Also, states must calculate contract and self-employment income 
using a unifom method for the two programs. 

ISSUE: 	 FNS concerns: Would m.nthly reporUng and retrospective budgeting be 
eUminated for both prog.rams or would State agencies still have an option? Does 
the proposal mean thai all h.useholds with fluctuating Income would have 6­
month «rtiru:ation perl.ds? W.uld the proposal apply \0 food stamp recipients 
who do nol ....:el•• AFDC? 

ISSUE: 	 Is 3 monlbe • m.... approprlare a«nunllng period? 

3. 	 Treatment of Assets Under the AFDC ADd Food Stamp Programs 
, 
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(a) 	 Resource Umils: Several cluJnges would be made 10 assel rules so lhal rules under bolh 
AFDC and Food SlampS would be unifonn where appropriate. Further. to ensure uniformity. 
slates would IUJI be given lhe oplion 10 eslablish limils lower lhan lhe resource rules IIuu 
follow. 

OPTION 1: 	 Countable resource limits in the AFDC program would be increased to conform to the 
countable resource limits in the Food Stamp program. AFDC resource limits would 
be increased to $2,000, or $3,000 if one member of the assistance unit is age 60 or 
over. According to TRIM estimates, this option would incfea.se AFDC henent 
cosls by .4% (an estimated $93 mllnon in FY 1994). 

OPTION 2: 	 Conform both AFDC and Food Slllmp program to resource iimits of $5,000 for 
applicants and $10,000 for recipients. FNS esUmates that increasing assets to 
$5,000 would cost $1.9 bllnon to the FSP in 1995. TRIM estimates that 
increasing the asset limit to $10,000 ror applicants and recipients would Increase 
AIDe benefit cosls by 2.2% (an estimated $511 miIHon in FY 1994). 

OPTION 3: 	 Demonstration projects whereby Food Stamp and AFDC resource limits are 
conformed but in varying amounts among individual demonstrations, similar to those 
in the Micky Leland Act. For example, recipients would be able to save up to 
$10,000 for the purpose of buying a home or starting a business, etc. 

(b) 	 AutomobUe Exclusions: Because reliable Iransportation will be essential 10 achieving sei/­
sufficiency for many recipients in a time-limiled program, lhe current value limils and 
aUiomatic exClusions will be cluJnged. Under current law and regulations, lhe AFDC 
program allows an automobile 10 be excluded up to $1,500 in equity value. 1hls allows a 
recipierufamily 10 own an 8 10 10 year old sUbcompact car. Further, lhe curreru limil does 
IUJI allow exceptions 10 the limil iflhe car is needed for employmeru or training. Also. under . 
present law AFDC limits and Food Stamp limits differ, meaning that a vehicle that meets one 
program's requirements can lead 10 ineligibility under Q1U}lher program. Oureruly. under 
Food Stamp palicy, up to $4,500 In markLt value ofat least 1 vehicle per household Is 
excluded. In limited circwnslances. an automobile can be excluded regardless ofils value. 

Under this proposal, the AFDC and Food Stamp programs will exclude one automobile, and a 
second up to the value limits specified in the Leland amendments to the Food Stamp Act 
($4,500 in FY 1993, adjusted each fiscal year to reflect changes in the Consumer Price 
Index). FNS estimates that excluding one automobile and using equity ror 8 second auto 
would cost at least $280 million per year. ACF estimates that excluding one automobile 
would cost $200 million per year In Federal expenditures. 

NOTE: 	 FNS would support a recommendation to totally exclude one vehicle regardless of 
value and count the' equity value of all other vehicles. 

NOTE: 	 A second automobile may he covered by asset limit provisions. Provisions for 
automobile exclusions should be consistent with asset limit provisions. 

• 
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4. Earned [Prome Deduction Penalty 

The issue Is whether reclpiems wIw fall to report tIfJl7Ud Income should be allowed to receive earned 
income disregards for tht! mcftlhs inc(J1t1.t was not reported when the income is reported or disJXWerea. 
In AFDC. the $90. $SO and o..-thlrd. and dependent core disregards are 1IOt allowed Ifon IndividuIJI 
vclUJIlar/ty quit or failed to accept aJoIJ,falled to retum a monthly report on lime. or requested a 
case tenninatron 10 avoid receiving lhe $SO and one·lhlrd disregard for four consecutl"" momhs. In 
Food Stamps. the earned Income deductron is 1101 allowed on the portion ofearned Income a 
household member willfUlly failed tt> report. 

Otange AFDC and Food Stamp rules to disallow the earned income deductioR in any month the 
income was not reported by the household. Good cause exemptions can be extended if income was 
reported in the second month and the failure to report in the previous month was unintentional. 
Households can continue to receive the dependent care deduction for those months. 

S. Eligibility ofIwo=Parent families 

Many ofthe rules tluu allow some families to get support while excluding others resultfrom 
dltfetences across programs. Ho_r. some dltf....nce. exist within the AFDC program regarding 
the treatment offamilies depending on whether one or t\W1 pareflts are present, For exompIe~ two 
poref/J familieS eligible for AFDC due to UMmpI"'....nt or UnJIeremployment ofthe principal wage 
earner llmils the employment ofthe principal wage earner to 100 hours por month. This Is known as 
the ·l()().hour rule". No such rule llmiling employment exists for single porentjlling units or far 
Food Stemp households. In addiJltln to the l(J(J..ho", rule. for a two porelll family t() be eligible due 
10 lhe unemploymef/J or anderemploymem ofthe principal ""ge earner. tIuJt wage earner must hoW! • 
"<ef/J ""'* hislOry (known as the quamrs ofwork rule). Further. some Slater hove the optic_ 10 
llmillhe duration ofprogram eligibility ofsuch families. 

Under the APDC program. th.... will no employment test for tw<rpl\rem families. The l(l().bour rule 
and the work history requirement wlll be eliminated. In addition. S!lIleS will no longer have the 
option to limit the duration of program eligibility based on the number of parents in the unit. TRIM 
estimates that eliminating the employment test and 100 hour rule woold In ....... e expenditures hy 
8.8% (an esUmated $2 hi/Uon In FY 1994). 

ISSUE: This provlsloo effectively eliminates the deprivation factors for AFDC eliglblBly. 

6. AdministrMi¥e waiver Authority 

The Social Security Act provides far demonstration waiver IllIlhority. bill does 1IOt Include 
administrative waiver authority similar to tIuJt contained In the Food Stemp Act. Food Slemp 
regulatiOns allow waiW!rs ofregulatory provisions for exrraordinncy I<mporary situations. more 
effective and efficient admln/strudan ofthe program. or unique geographic or climatic condllions. 
Allowing ndmlnlstrotive waivers In lhe AFDC program would allow states Ihe flexibility to /mpIemef/J 

> 
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programs based on their unique ""eds and provide tlUl oppommlty for admlnlsuallve conformity with 
IIUI Food Stomp program. 

Extend administrative waiver authority slmUar to that In the Food Stamp program to the AFDC 
program. 

7. Treatment of LulllP SUlIll'llYments 

Uoder AFDC, Ifa unit's Income qfter disregards exceeds the TUIed standard because of'lUI receipt ofa 
_-recurring earTUld or UTUIarTUId Jump sum, the unit Is inellgihleJvr a period determined by dividing 
IlUIiump sum ammmJ plus OIlU1r household Income by the need staodanJ. 'lIu! Food Stump Act 
e:xcloded from Income nonrecurring lump sum payme/IJ$ Including, but not limited to Income tax 
rejimds. rebates or credits. retroactive lump sum social security or raUnuul retirement pension 
payments~ and insurance settlements. 

Amend the Social Security Act and the Food Stamp Act. Lump sum payments are counted as inrome 
in the month received. The unexpended portion of lump--sum payments will count as a resource in 
any subsequent month. Exclusions to this policy may be defined in regulations. 

1SSlIE: The position taken on thls poliey may depend on whether or not redpl...ts will be 
..... uired to liIe ror an RITe benefit. RecIpients who walt until the end or the 
year to file for an E1TC benefit wiU reeeive a lump sum whim may be 
advantageous or crlS8dvantageous eompared to receiving tho benefits Ihrong_ 
the year. 

. 
NOTE: Treasurr Is developing provisions ror advonee payment or EITC. 

ISSUE: ThIs provision n1aY bave cost Implleations ror AFDC. 

ISSUE: FNS has eoneerns regarding this recommendation, ExIsting poliey i. much easier 
to adndnlster. The current exclusion for EITC benefits should ",nHnue. 

8. Income Issues 

<a) Self=«mnenllm:ome and Resources: Curr'nJ policies can be a horrler to ••/j-employmenJ. 

Under this proposal. ACI' and FNS will review rules and propose changes that will encourage 
self-employment. 

OPTION I: 	 Allow depreciation as a cost of doing business. The cost would be between $25 and 
$75 million for FSP if this would be • new deduction, but higher if excluded from 
gross Income. ACF ..ti_t.. that ooly ahoot 17,000 ..... nationwide eIohn selr· 
emptoy.,...t earnings, s. the cost would he negligible. 



(b) 	 1teatment ifEilucall!lllal tlmsta/l<:<:: Under AFDC. virtually all grlWS fJJId scholm-shlpsare 
not considered income. Hawever. some grants and scholarships are cowed III iJtcvme iii the 
Food Stamp program /(} the extent IlIaI the jimds exceed the costs of/Ultkm fJJId mlllIIiI1Iory 
fees. 

The Food Stamp Act will be amended 10 exclude from income and resourceo all educational 
assistance, 

(c) 	 Earnings if IlheQ1':Q/4 HIgh SclwoI Students: Both programs currenJl] exclude Income Of 
high sdwol students over age 18. Upper limits for AFDC is age 19; upper limit/or Food 
Stamp program Is age 21. 

Conform AFDC 10 upper limit of age 21. 

(d) 	 EQIlIInU ifSrudenlS Ulliler de, 18: Ulliler AFDC. earnings ofdepellilenJ studenJS are 
disregardedfor needs fJJId benefit determination. The Food Stamp Progr"", exc/udes the 
Income ifthe studenJ Is In sclwol oJ least halftime fJJId Is under parelllal control. 

Exclude the earning, of full- or part-time 'tudents under age 18, whether dependent or hond­
of-household, for both eligibility and benefit purposes under both programs. 

(e) 	 Income Exc/u4erl IIY Ocher Laws: The AFDC fJJId Food Stamp prog""'" both Iulve Income 
thai Is excludedlJy other laws. Some of these exclusions are not conslste1l1. For example. 
exclUSions/or lodlaII per capita payme1l1S fJJId JTPd Income are dlfftrenJ between the IWO 
programs. 

Identify differences and seek: legislation to achieve wnfonnity and amend current law to 
provide that income and resources excluded by other law, for one program be excluded for 
both programs. 

ISSUE: 	 We need .pedRdty on whot the dirT.....,... .... and how \0 oorrect the 
dllY........... 

(I) 	 1teamwu ifIncome ifIIII:lWble Members: Under both AFDC fJJId Food Stamps, the 
treatme1l1 a/lhe income <IfIlII!Iiglble members depelflis on the reason for nonpart/clpaliDn. 
For Food Stamp paltry. a househald wiJh a member disqualified for mte1l1/oua1 program 
vloialion ar failure to comply wiJh work requirernenJs Is peual!ud In 2 ways: all the Income 
fJJId resources ifthe disqualified member Is COUllled for pwpo_ ofdetermining eligibility fJJId 
benefits <If the househald aJId the disqualified member Is not inc/oded in the household s!u. 
The full earned Income deilueilnn aJId Olher deductions are allowed. 

Conformity is desirable in this area. Specific policy optiOJlll will be derecred until filing unit 
issu.. are resolved. The income of sanctioned members of the household will be treated as 
though th.t person were part of the eligibility unit. Eartnal income disregards will not be 
allowed fur persons woo are disqualified due to breach of program rules. 

, 
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(g) 	 2l:e:!Il11W!l QflrwmJor la",,",,: Under AFDC, sttlles have the opMa UJ disregQFd small, 
nonrecurring gifts not to exceed $3Q per Individual per quarter. Ih£ Food Stamp program 
allows lwuseholds under prospective budgeting to disregard Irregular Incom< up to $30 In Q 

quarter, Irregular income is counted in retrospective accounting. 

Amend the Sooial Security Act and the Food Stunp Act to establish uniform provisions 
relating to irregular into.,.. Irregular inoome that exceeds the Illsesholds for earned and 
unearned intome as discussed under AtrountWg Periods above would change the eligibility 
and benefit amount detenninalions. 

(h) 	 lll!ll11W!l amI> Earnlnuw Stam 7l:alninr Programs: Under AFDC, tll state opt/un 
J71'I> unearned Income can be disregarded lndejln/t<1y and earned Income ofa dependent 
child can be disregarded for up to 6_hs. Under Food Stamps, all ml> Income Is 
exclnded except Income from on-the;}ob training programs under section 204(5) ofWe 11. 
All OJT income ofindividuals under age 19 under parental control is exclnded. 

0Pl10N: 	 Conformity Is desirable. One option Is to Imll JTPA Income as earned or 
unearnnd Income in accordance with Imllmenl by the Internal Rev ..ue Senlee 
and the SocIal SecurIty Adntinlslratioo. However. ACF and IiNS have 1"1 to 
review the ImpU..tI.... of !his proposal. 

NOTE: 	 FNS suggests thai any dtange to IreaImenI of JTPA eamin~ sboold be wnslslMl 
with how payments trom other tralning or edueatlon programs will be _ in 
other tomponent.~ of welfare re(onn. 

(i) 	 7l'eaImen1 all1CQme from Complemenu!ry Programs: AFDC permits States to disregard the 
value ofa.rs/stonce payments thtll QFe complementl1l)' and not duplicative. Food Stomp policy 
generally counts StlJle-jUnded assistance. 

Conformity is desirable. W. need to identify what would be excluded. 

0) 	 2l:/Wme1ll aStaie or Pri'{l,1re EnerIY Assistance: Under AFDC. Stotes have the optWn ro 
exclude assistance from other providers. Under Fond Stamps policy, cash or 1._ 
assistance is excluded. 

Exclude assistance for both programs. 

(1<) 	 lll!Il11W!l aHUP Utility payllltllls: Under AIDC, Stale have the option to disregard utility 
ptIyl'lU!nts as income. Direct paytrJe1f1S to IumselwId.r tUtil vendor payments to UliIiJies are 
counted In FSP. 

Amend to include as inrome utility payments to or on behalf of th. client for both programs. 

9. Resource Issues 

• 
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<a) 	 'lteatme/ll Q/Lll~ [mIl/llIlCe: The cash value oflife Insurance COUlllS (J.'I a resource under 
AFDC, and Is excluded as a resource In the Food Stamp program. 

The cash value of life insurance is will be excluded under both programs. 

(b) 	 Tr/!lll!7le/ll Q/Rea/ Prorm:rv for Sale: Under AFDC, real property for sale caUlllS as a 
resource after 6 flk)ruhs (9 months at Slale option) ifit is 1Wl sold. 11u! elieN must agree 10 
make a good faith IifJVrt 10 dispose ofthe property and repay AFDC received during the sale 
period. ifproperty isnct sold during the established lime period, AFDC ends. OW!tpaymen1s 
are calculoted when lhe property Is sold. The Food Stamp Act excludes real property for sale 
for an unspecified lime period if the household Is making a good faith IifJVrt to sell the 
property. 

Amend the AFDC program to confonn to the food Slamp Act. 

10. 	 Alien Elj.i~mty SIaM 

AFDC policy alltIWII pertlcipatlon by aliens adm1Jtedfor pe_nt residence or pennanent!y residing 
in the U.S. under color oflaw (PRUCOL). The Food Stamp Act limits alien pertlcipatlon to these 
admllted under specified sections ofthe [mmigrotlon and NatIonality Act. 

HHS is currently developing a policy On alien eligibility. Recommendation is defected to that o£fun. 
Conformity is desirable in this area. 

II. 	 Aglll iClllion Process "',ues 

<al 	 dpJII/!;gIJoIt fQ/7lls: The Food Stamp ,jct contains specific requl,..mellls for oppllcatlon 
rolllelll. ThIs language unnecessarily adds to the iength and complexity ofthe oppllcatlon. 

Amend the Food Stamp Act to remove specific cequiremenlS for the application form. 

ISSUE, 	 FNS doos not want to cluing. !be Food Stnmp rul.. to remove sperl6e Bppll<atlon 
requirements since many of these rclate solely to lit. Food Stnmp program and 
are needed, 

(b) 	 dPilfkgtion V.rlfIcgdQn RequlrelWlls: (statutory and regulatory chengt). UDder AFDC, 
stotes must verIfY I"",,,,,, and allen status through specified systems (lEI'S and SAYE). Other 
verification requiremellls may be established by states. The Food Stamp program has the 
some verification requlre1lU!IlIs as AFDC for Incame and allen ellgibllity. However, food 
Stamp program rules also specify other Imms that must be verified. 

Maintain the income and alien eligibility verification requirements. Change Food Stamp rules 
to remove specific requiremenlS. Make SAVE optional and modify IEVS, such that: 
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8 



(I) 

(2) 

the time frame for action on information obtJlined through IEVS be obtJlined by the 
n~t«d~wn;~ 
make determinations of IEVS systems l drop those which are nQt useful to States. 

NOTE: FNS recommends that the tollowing b. verlned tor both "",grams: identity, 
address, income, alien status, and sodal security numbers.. 

ISSllE: The Federal role in technology should be examined in relation to IEVS. For 
example, If a new database is developed, IEVS may beeome obsolete. 

(e) 	 Social Security Numbers: Ulflkr AFDC, appllCQIIU must provide socl<ll secur/ly numbers or 
apply for one. Untier Food Stamps. opp//CQIIU must provide socl<ll secur/ly numbers or apply 
for OM. buJ there Is much good cause all""",,« for failure to apply. Food Stamp rules place 
greater burdens on caseworkers to assist units applyIngfor. social security card. 

Conformity in this area is desirable. ACF ~ FNS wHi review existing policies and propose 
a uniform policy. 

12, 	 Administratiye Issues 

(a)B«mifkIlIion Periods and Prowm: Under AFDC, elig/bUiIy Is rlUkrerrnlned OJ least once 
every 6 months unless unit repons monthly or is covered by an approved error"fJrone profiling 
system. Face to face reiletennlnations must occur ()/Ice every 12 momhs. States may 
prescrihe the forms and procedures to be followed. Untier Food Stamps. certiflcarlon periods 
qffrom 1 to n momhe are assigned to non-momh/y reporting Iwuselwlds, depentiing "n 
Iwuselwld clwracteristics. MomhJy reporting Iwuselwlds must be certified for six or IWelv< 
rrumthe. Program rules specifY the procedures for notices ofexpiration and reopplicallon. 

Conformity is desirable in this area. ACF ~ FNS need to examine this issue further before 
polley is pro';ided. 

ISSllE: 	 Need to address issue of AIDe benefits being _ded wbile Food Slsunp 
benefits are for a r",ed period. 

NOTE: 	 A Food Stamp rule Is currently In <I...,....,., wbich would allow alignment of the 
Food Stamp certification period with the AIDe redelennlnatlon. 

ISSllE: 	 FNS prefers no change In the requirement tor a d.rmite certiflcallon period. 

(b) 	 Restored Bew:/i!s UnderJW'/1!elltS: For AFDC. anderpayments resultingfrom client error or 
agellC)' errors ore corrected to currem reciplell1S as long as reporting requirements for 
ciwnges are sGlI~. Untier FST' policy. henefits are restoredfor cas.. of agency error only, 
hill for not more tIwJI12 monJhs. 

Confunn AIDe to food StJlmp policy. 
, 
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13. 	 Definitions 

Much oftlu! eamplexily for reelpl'lIls stems from tlu! dlffere1ll def/nilioM ofnumerous /tems. These 
differences do 1l(l/ necessarily reflect explicit policy choices related /0 the specific focus ofa program. 
Ratlu!r, tlu!y result from the fact that programs are administered I7y dl/ftrelll Federal agencies oed 
legislative oversighlis the respoMlbllily ofdifferelll Congress/Goal commlJtees. 

Legislation and regulations would provide for common definitions for a range of program rules. For 
example, the definitions of earned income, unearned income, irregular income, oountabte resources. 
loans. educational assistance, and self-employment expenses will be made uniform. 

PROVISIONS WH1~H IUlQUlRE ONLY CHANGE'S IN REGULATIONS 

1. 	 Administrative Process Issues 

(0) 	 1lJm1lcal/1IIl Process - De/W/ Procedures: Foed Stamp reguioticM specify detailed procedures 
that agencies must follow ifa household's eligibility Is 1l(l/ determltted within JO days. There 
is no corresponding requirtml!lIl for the AFDC program. The Food Stamp requiremelllS an 
viewed as onerous to the state agency. tlu!y odd mucII paperwork and processing 
requirements, but tlwse requirements are not seen as integral to the managemeIU Ofthe 
program. 

OPTION: 	 Amend the Food Stamp program regulations to allow Stale agencles to deny a 
household'. appUcation If the household bas fulled to appear for a second 
Interview or has not provided veri6catloo within 10 days of request. 

(b) 	 IldIlliQ!! Frocesslng Standards: The AFDC and Food Stamp programs each have separate 
standards Il.f time jiJr making decisions regarding an application. Under AFDC, a decision 
must be reached with stalNet standards, not to exceed 45 days. States must provide benefits 
from the earlier ofthe date or autIwrizatlon or 30 days from application, They may provide 
pro-rated berWiUjiJrm the date ofapplication. Under Food Stamps, clients must receive 
belUljiJ. retroadlve to the date ofapplication within 30 days ofthe application under nonnal 
proceSSing and with flve days for expedlled service. Further, under AIDC. a state can derry 
an application 4fter /Q days ifverij!cation lJformatWn Is not proYided. The Food Stamp 
program does not Include a time frame for submlJtlng veriflcation information. 1hIs lack ofa 
time frame Causes some problemsfor program administrators, Note, AFWA raised this as 
Issue S, but did not 1II<Ike a recommendation regordlag 0 standardfor making a decision on 
an appl/cndon. 

Food Stamp rules regarding standards of time for making application decisions will be 
implemeoted. Prorated benefits will be provided from the date of application. SlaW. can 
deny an application after 10 days in both the AFDC and Pood Stamp programs; bowever. a 
state must have a uniform time limit for the two programs. 

• 
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(e) 	 Scheduling f}/Seconil llIIeJ:YIcw: Food Stamp regulations require lhe agency to reschedule an 
Internew Iflhe client does not appearfor lhe Originally scheduled appointment. 

Eliminate the requirement to resehedule missed appointments. 

(d) 	 Iltrectivc D4/e f}/ Cliaam; Under AFDC, clwnges that result In overpayments or 
Ullderpcyments _ '!!fectl.... l. the month of the clwnge. Under Food StampS, the effectl.... 
eInte depends on tlme.frwnesfor reporting and actlng on clwnges. 

Canfurm AFDC policy regarding effective date of change fD the cutTent Food Stamp poliey. 

(e) 	 NotIcII f}/ddyeae dalQos: Each program has sllghr/y different proced_sfor providing 
advance nod"" ofan ndveae action. Neilher program's policy is bad: iwwever, collf/Jrnthy in 
this ana makes sense. 

Canform AIDC poliey to current Food Stamp policy. Extend AIDC poliey mgarding mail 
returned without. forwarding address fD the Food Stamp program. 

NOTE: 	 A Food Stamp rule In clearance would add the returned mail poney w Food 
Stamp program. 

(f) 	 Reporting awn... : Each program has different rules regarding items thai require reporting 
Ifa clwnge occurs. 

Recipients will be required to report changes in the source of income, employment status 
(including' change in the number of bours worked and change in the rat. of pay), change of 
addr.... change of unit composition, and change of vehieles if such a change will affect 
eligibility. 

Canfonnlly In this """' Is dEsirable. Defer to spedr.. po6ey ......... mendall.... under the 
Pre....llon and Parental RespooslblUly ...non. 

2. 	 !noome and ResQurce IsSUes 

(a) 	 'D-egJmetit oflll-kind Incame; Under AFDC, earned In-k/tullncome Is <QUIlted as lneome. 
States ha.... lhe optlo. to disregard In-Idnd support and maintenance provided Uy a priVate, 
non-profit agency or specified hame energy provider. States also haW! the option to disregard 
unearned In-Idnd I.come. Under Food Stamps, in-ldnd Income is excluded. 

NOTE: 	 In-klnd assistance is counted as ineome in the SSI program. Removing that 
exclusion to keep confonnance with AFDC and Food Stamps would "",lover 
$600 mlllion_ 

, 
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Exclude in·kind benefiu; from both programs. 

(b) 	 lteanne/ll QlBudai flllJ!§.: AFDC excludes one bona.flde funeroI agreement per individual up 
to $15()() In equ/Iy val"" or lower amount nt stale option and excludes one burlal plot per 
individual. Under Food Stamps./naccessiblefonds In burial agreements and one burial plot 
per _r art <s:duded. Accessible fonds are counted. 

Change AFDC and Food StlImps rules to provide that all funds in burial agreemenu; and one 
burial plot per household member are excluded. 

«) 	 Resource ltlWli1!l: Under AFDC. States have option to prohibit trtll!li/tr or other dIsposItion 
ofproperty prior to allOCOllan. Participation In Food Stamps Is prohibited if 1'I!.f(JIJ1'C£ Is 
transferred within 3 months prior to application or during certification period In order to meet 
resource limits. 

States should conform AFDC policy to FSP policy. 

3, 	 Eligjbllity Jssues 

(a) 	 Residencv ReauireoJ<'fll: Under AFDC.> the asslstaJlce unit must reside In the stnt<. Under 
Food Stamps. the _ehold must reside in the project artO In which. it applies. 

NOTE: A Food Stamp rule In dearanre would amrorm Food Stamp policy to the AFDC 
program. 

\ 	 12 
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December 16, 1993 

TO: 	 Distribution List 

FROM: 	 Steve Bartolomei-Hill 
HHS/ASP!!: 

SOBJECT: 	 Material for Discussion of AFDC Filing Units 

Attached is material which may be useful for tbe discussion of 
filing units at the Reinventing Government meeting that will be 
beld on Friday, Dec. 17 at 7,30 am. The material supplements the 
legislative specifications document you should have received. 

The first five pages show who is and is not in the AFDC filing
unit for different household configurations. 

The next two pages illustrate living arrangements for AFDC units. 

The last four pages summari2e data on the impact of various 
filing unit options. The estimates were calculated by the Urban 
Institute. 



Who is required to be in the AFDC assistance unit? 

A dependent child, the child's natural or adoptive parents, and minor 
siblings who are living in the same household together. . 

In 22 states, "essential persons" may be included in the assistance 
unit. 

In a few states, stepparents are included in the assistance unit. 

In addition, if there is no parent in the home, then another non-legally 
responsible relative with whom the child is living can choose to join the 
unit and be assisted. 

To be a dependent child, a child must be deprived of parental care or 
support due to the continued absence, death, or incapacity of the parent, 
or the unemployment of the principal wage earner. The child must be 
under the age of 18, or at state option under the age of 19 and a full-time 

. student who is expected to complete school by the age of 19. 



Who is not in the AFDC assistance unit? 


In general, anyone who is not a dependent child or the child's parent or 

sibling is not required to be in the assistance unit. This includes: 

Parents and siblings of the caretaker relative; 

Boyfriends and other unrelated individuals living in the same 
household; 


Adult siblings of the dependent children; and 


Stepparents of the dependent children. 


Some individuals are excluded from the assistance unit even if they meet the 
conditions for eligibility but: 

Are recipients of Supplemental Security Inoome (SSI) benefits; 
• 

Do not meet the citizenship or alienage requirements; or, 


Have federal foster care payments made on their behalf. 




How does the AFDC unit differ from the Food Stamp unit? 

In general, the Food Stamp assistance unit includes an individual, or 
individuals who live together and purchase food and prepare meals together: 

Food Stamp benefits are available to a much larger population than 
AFDC benefits. 

AFDC benefits require the presence of a child deprived of parental 
support. There is no similar requirement in Food Stamp households. 

With the exception of household members whO do not meet the Food 
Stamp program's citizenship or alienage requirements, none of the 
people excluded from the AFDC unit as discussed on the previous 
page would be prohibited from being part of a Food Stamp unit. 

Examples of AFDC units discussed on the following pages mayor 
may not conform to Food Stamp households, depending on whether 

- the people in the household purchase food and prepare meals 
together. 



Examples of AFDC units 

I. Mother, and children aged 22, 14, and 11. 

AFDC unit consists of the mother and the 14 and 11 year old. The 22 year old child is too old to be­
c~msidered a dependent child. . 

2. Mother, and children aged 14 and 11. The 11 year old has a disability and receives SSI. 

The AFDC unit consists of the mother and the 14 year old. The 11 year old is ineligible due to the 
receipt of SSI. 

3. Grandmother, mother age 17, child age 2. 

AFDC unit could be either of two configurations: 

AFDC unit could include all three members of the household, if the grandmother exercises "care and 
control" of the mother and child. 

If the grandmother does not exercise care and control, then the assistance unit would consist of the 
mother and child only. However, the income of the grandmother would be deemed to the AFDC unit 
because the casehead is a minor child. 

4. Grandmother, mother age 22, child age 2 . 

• 

AFDC unit could be either of two configurations: 


AFDC unit generally would be the mother and the child. The grandmother's income would llQt be 
deemed to the unit because the case head is not a minor child. 

Or, the grandmother could be considered an "essential person" and be included in the unit along with 
the mother and child. 



5. 	 Grandmother, mother age 17 and her child age 2, and mother's sibling age 16. 

AFDC unit could be either of two configurations: 

Tbe household could consist of two AFDC units - one would include the grandmother and the 16 year 
old, and the other would include the 17 year old and her child. 


Or, the bousehold could consist of one AFDC unit that includes aU four people, if the grandmother 

exercises care and control of the grandchild. 


6. 	 Mother who is an illegal alien, child born in U.S. age 2. 

The mother is ineligible for AFDC. The AFDC unit would consist of the child only; however, the 
mother's income, if any, would be deemed to the child. 

7. 	 Mother, stepfather of child, child age 2. 

In the seven states with laws of general applicability, the stepfather would be treated as the natural 
father of the child. In the remaining states, the stepfather would not be considered part of the AFDC 
unit; however, a portion of his income would be deemed available to the unit and would affect the 
eligibility and benefits of the AFDC unit consisting of the mother and child. 

8. 	 Mother, boyfriend of mother, child age 2. 

_ 	If the boyfriend of the mother is the father of the child and patemilY was established, there would be no 
AFDC unit unless the child is deprived due to the incapacity of a parent or unemployment of the 
principal wage earner. 

If the boyfriend of the mother is not the father of the child (or, if is the father but paternity has not been 
established), then the AFDC unit would consist of the mother and the child. The boyfriend's income 
and resourceS would not be applied to the AFDC unit. 



Living Arrangements ofAFDC Units 
Average Month of CY 1991 

...• 

AFOC unil only; 

no other people are 


in the household 


Household includes 

more than one person 

not in the AFDC unit 


21% 

50% 

Household Includes 
• one person not In 

the AFOC unit 
23% 

• TRIM2 does not Identify SSI children; theml'ote. this number Is low. 
SOURCE:,TRIM2 model N = 4.sos,OOO 8lli\~1201 



Notes on Living Arrangements of AFDC Units (see the chart on the previous page) 

The chart on the previous page illustrates the living arrangements of AFDC filing units. It provides 
background for understanding the estimated effects of expanding the filing unit to include other persons in the 
household. Of note: ­

TRIM2 estimates that half of AFDC units live with at least one other person outside the AFDC unit. 
AFDC QC data indicate that 40 percent of AFDC units live with at least one other person. Therefore, 
the estimates using TRIM may overstate the effects of including other household members in the AFDC 
unit. 

TRlM2 does not identify children who receive SSI. TRlM2 would include those children in the AFDC 
unit. Therefore, TRlM2 underestimates the impact of filing unit changes that would include SSI 
recipients living in the household • 

• 




EFFECTS OF CHANGES OF AFOC RULES ON FTUNG UNlTS - AFOC CHANGES ONlY 

UNITOEFlNmONI AlL 1 AlL 2 AlL. Alt. Alt.S Alt.O Alt.7 Alt.. AlL. AIt 10 

RUleCHANGS 
 UnIt _ 

UnIt- Un,," Unl1- UnIt- UnIt- Unl1- Unit • Unit ... Unit .. 

Cttr. laW + Whole H'hold .All. 2 + Alt. + AIL Jj + Cut. lAw + All Cur. law + Cur, law + ,.,.Cur.law 

SSI toelp ('Ill NoUPlIP FSAuet $3S0SSA cu._, Relatlv.. GrPaNnts Slbflngi 10 21 + no Up/I 

$350 SSA dlt.) fMu Um. dlartgatd R.tlatfvt All Parenw 
IMPACT 

Avg. Mcn1hIy Unlts 
...."..0.- 2.5% 43.5" -29.0% ·28.5% -21.7% ..." 
Change ft. prlonlm. 	 8.7% o.e" 

Unlta Paltlc/Yoar 
Change fro baaolln. 2.7" -30.8" ·25.7 -24.3% -lUI" 7.0% 

Change fro prior .1m. 1.6"7.." 

Perlon Parttc/Year 
Chango fro ba18nn. 4.9" -14.1% ....." ..s.0% 3.'% 
Chango fro prior .Im. e.9% U!l% 

AMualeon.m. 
Chang. fro bQollno 2.5% -30.9% ~2e.$% .....,. -18.1% a.6% 
~ fro prior aim. 0.5"...,. 

NOTE: Fadaral ...vlng. would be aubstantiafty los. than tho p*tCQntage of 'aving, ,hewn for AFOC benefib (for example, undar AIL 2), Tht kdtto.lahue 
of AFOC saving. would be roughly halt Further•• t9dw::tIon In AFOC bonO'tits WO\I!d be ~QffIet by Increuu In Food Stnmjn Md Hou.Ing, which ate 100 pGtcent 
to'dil.ny~ 

Three (eU«\$ why ine not tod-.sdion In particlpanta i& .... than thO' roducUon In unll:l under AlL 2: 

(1) 	 HotJvllQldi QQrrtldning multlple MOC unlti have combtn.d into one unit (!huf, tho number of units Is reduced, but tho number of particIpants Isn't; 

(2) 	AFOO unitt lMing eUglbiUty tand 10 bto amall.r units •. For 8X1JnpJe. many 01 the units losing eligfbmry are chilcI-or;1y unit.; And, 
(3) 	The "PiHlon,fPartfc Yeal'" row Is a I'lIlI:t ftgure that I.fleets people who btccmo Mwty eUgJbfll/n -IIx1ftIng AFDe units. For e';An'lple. about 1 epaN::llnt of 


P«ttfoIPAttng urVtt will add a new, partleTpatlng m.m'-r. 


SOURCE: TRlM2, v&rlous tables 
st.v. Bartolom.lo-HiU c:\qpro\unitllms 

http:to'dil.ny
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IMPACTON PO\iEl\1Y STA'!\JS AMONG FAMlUeS LO$1NG eUGIB1U1Y 
(In option to chang. 1M filing unit to ~ 1M .nth houuhold) 

Famtly Lost 
EUglb'lIy 

Number of FammH (mm.} 1." 

B~low Poverty In Buatln. 0.568 

Total ~ds in famm.. 1.09 

Poverty Ge;p (bm. 1994 $) 2.7:29 

Sllow Poverty In AI\. 0.135 
Total kids In tarnlUu 1,38 
Povorty Gap (bfU. 19~ $) 4.65e 

Changa In St.e;tus. e•••. to AIt. 
Fam!lfu 8olow PO\/orty 0.149' 
Tola! klds!n famlllaa 0.29 

POV&rty Gap (bill. 1994$) 1.929 

SAMe: DATA AS ABOVE, aUT .F$ANO 
HOUSING ARE INCUJDED IN INCOME FOR 
POVERTY CALCOlAll0"S 

B.IOW Poverty in ea..nn. ...96 

TQtallddt In 1:tun1ll•• 0.... 
Pov_rty GIp (bJlI. 1994 $) 2.00 

aelow ?owrty In Aft 0.639 
Total kld, in 1amm.. 1.203 
Powrty Gap (bm. 1994 $) .... 

Chang. In StAt.ua. Su•. to Aft. 
Famlli.. a_low ?cv.tty 0.141 

rotAJ kld. In fatnltt.. 0.276 
Poverty Gap (bl!l. 1Q94S) 1.57 

SOURCE: Tabt91.0eo.9 
SWV8 a·H, Povs[m 

sun Eng.. 
Lowar Senafftl 

0.97 

0.703 
1.661 
4.169 

0.805 
1.874 
$,049 

0.102 
0.213 

1." 

0.524 

1= 
2.259 

0.524 
1M8.­

0.1 

0.213 
1.13 

Total Fa.mrnn 

Dludvantagod 


2,85 ­

"'..
2.751 
•.WI 

1." ..... 
10.707 

0..2$1 ­
0.500 ­
3.619 ­

U)22 

2:t61 
4.319 

1_ 
2,$49 

7,019 

0.241 
0.488 

2.7 

,"
3 mUUon eUg!bfa tamW.. could Ia dlsadvantagod 
by thb option (nota. though. tho table Is for EUGIBLS 

fClmUln, not RECIPIENT fam!l!u). The numblllrr; for raclplant 

hlmlllo* would bo 15 to 20 pare.ntk>wer 

Option lnetea..s # of .ngfhla~. In ~rty by 250,000 
Option lm::te.... II of kids In ~rty by 500.000 
Option lnQaaa. poverty gap by $3.8 blIIton 



CHANGE IN INCOME AMONG ELiGISlE FAMILIES AllVERSEL Y AFFECTED 
Qn option to d'lange the flllng unit to be tho onlft. hOU$8hold) 

Family Lost 
EIIglbUIty 

StiU Ellg.. 
Lower Sene1ltt 

Total FamlUas 

DisadVantaged 

." 
Numb,,! of ff1l'l\Hl9$ (mil!.) 1.69 0.G7 2.86 - Nota: The table Is fot ELIGIBLE families, 

not RECIPIENT famllles, The numbers for recipIent fammes 

wovtd be 15to 20 peramt lower. 

CHANGE IN INCOME 
(Income defined to Include FS & Houslns) 

Lost $SOOJyu.r or FnOI'O 1.328 0.7OS 2.037 
Lost $250 to $5OOIyur 0.077 0.095 0.172 
lost $SO to $25ONear O.OSG 0.071 0.14 
No Change 0.416 0.074 0.492 

AV;. 10$$ if 1M! $500+ $3,205 $2,492 

NOTES: 

FamilIes with ~o Change- had a change of $60 or Ius 'n the annual amount ot AFDC tor which they were eUgible. 

A family cowd have no annual change in AFOO. but offsetting AFD ehanges in d'lfferant months of the year. 


Many familiu losing oHglbtllty al'O Shown to have "No Change" in Im;x::!me. We have not explored the reason for this. A likely explanation is that 
these famHies were erigible tor a small benefit and probabty only etrgib!e rOt one or two months of the year. Further, an Increase In food stamp 

and housing benefits prot>abty offm some of the MOO losses. 

SOURCE: Table 3, Oee. 9 memo 
Steve Bartolomel4-ll11 e:\qpro\Slmlnc 
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XMPACT OF BXPANDING THE FILING UNIT TO INCLUDE THB ENTIRE HOUSEHOLD 

Who are the winners and losers under this proRQsa17 

About half of AFDe units would be affected, indicating the 
presence of a non-AFDC recipient in the household. 

Among these units with non-reoipients in the household: 

63 percent lost eligibility;
24 percent were eli9ible for lower benefits; and 
12 percent Were eligible for higher benefits. 

How muoh did benefit. changeZ 

for those losing eligibility: -$2,182/year 
for those elig. for lower benefits: -$2,621/year 
change i. $4,939 to $2,318 
for those elig. for higher benefits: $874/year
change is $3,604 to $4,478 

Income of hQusebold members whQ were not in the AlOe unit; 

Among households losing eligibility: 

77 percent had earnings averaging $25,803 
22 percent had 5S1 income averaging $4,120 
24 percent had other SSA income averaging $6,162 

Among households eligible for lower benefits: 

50 peroent had earnings averaging $9,191 
33 peroent had SSI income averaging $4,050 
10 percent had other SSA income averaging $3,918 

Source: TRIM2 tables, Dec. 8 

steve Bartolomei-Hill o:\word\reforrn\losers 




€o_BIlN'J'I~, 

REINVENT GOVERNMENT ASSISTANCE 


A. 	 RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS 

The rotlolUliization and simplijicmion ofassistance programs Is something of the holy g"ul of we/fare 
rejorm-lllwoys sought. nev;,r realized, The reasons are many: difftretll goals ofdiffertnl programs, 
varied cofUliluencies. Departmenlai differences. divergent CongressimuJ1 committee jurisdictions, and 
the inevitable creation ofwlnners and losers from clumging the status quo. Yet everyone agrees that 
recipients, administrators, aM taxpayers are all losers from the current complexity, Be/ow are 
several proposals for reform. The proposals do 1Il)l make SubSfanIk:/ chonges in program StrUClWes, 
RaJher, the proposals achieve simplijicmion by streondlning administrative processes and by 
co1!fi>rmlng program raJes between tire AFDC and Food Stamp programs, The proposals modify 
existing rules thot Crt<lte lU11U!c<ssary ClltIlPiexity and confUslo,jor program admlnlstrotOrs and 
recfpienls. 

1. 	 Filing Unit 

NOTE:: 	 Filing unit options will be discussed at a separate meeting. 

Under ""rent law, tire AFDC jillng unit must consist ofa needy deprived child, ilS nalUraJ or 
adoplive parentis), and all naJurai and adoptive brothers ond sisters Ondmilng half brothers and 
sisters) who are living logether. The unIt's income and resources are used to detennine eligibility and 
the amount afpayment, A stepparent Is treated tire same as a natural or adoptive porentjor jillng 
unit purposes in seven Suues (NdJraska, New Hampshire, Oregon, South Dakota. Utah. Vermont, 
and Washington), These StaleS hove laws ofge1U!raJ app/icubillty which hold the stepparent 

. responsible for JM children 10 the same extw as a lUltUTaJ or adoptive parenJ. In aU other Siales. 
the stepparent', needs are nolincluded in the unil and hislher income. after certaIn disregards., are 
considered available to the unil mtmbers. 

If there Is no parent In the home. then onotIrer no.-Iegally responsible relative wtth whom the cItiId is 
living II1II)', tJl his/her option. join tire unit and be assisted, AddltiolUllly, States II1II)' exercise the 
optian of including an other indMduaJ(s) living in tire home as an essential person(s). The essential 
person's income and resources are used to determine eiigibility and amoWfl ofpaymenJ. 

Cenoln parents and sibling are exclodedfrom the unit: iIlegal and sponsared aliens, recipients ofSSt, 
foster children. and ludividuals Ineligible due t. lump swn Incame. 

(a) 	 Filing unit options: range from making smaller changes to including the entire household. and 
eliminating the UPIIP test for 2.·parent families. Staff have gathered data on several options 
which can be provided. Additional filing unit options include: 

OPTION I: 	 Define thoming uni' as households with a child or children undetme age of 18. or 
age 19 .at State option if a full time student, the child's siblings under the age of 22, 
and the chUd~s natural, adoptive, or step- parents. The income and resources of these 
members will be used to determine eligibility and benefits, 



OPTION 2: Define the filing unit as househo1ds with children under the age of 18, or age 19 at 
State option, if a full time student and alJ adult members; the income and rasources of 
aU members will be used to determine eligibility and benefits. 

OPTION 3: Define the filing unit as households with cbildren under the age of 18, or age 19 at 
State option, if a full time student and aU adult members who purchase food and 
prepare meals together; the income and resources of these members will be used to 
determine eligibility and benefits. 

OPTION 4: Define the filing unit as households with children under the age of 18. Of age 19 at 
State option, if a fuU~time student and their relatives, including any other individuals 
in the household who claim the children as dependents for income tax purposes; the 
income and resources of these members: will be used to determine e1igibility and 
henefits. 

2. A1'PLICATlON PROCESS ISSUES 

(a) bpplig!iO!! Fonns 

The Food Stamp Act requires the use ofa simplified, lUltional form or an approved substitute 
colllaining specific cOlllelll requiremellls, including riglus and rerponslbilities. A comblll£d 
appiicaJion for public assistance Iwuselwlds cwl general assistance households is required. Under the 
AFDC program, States are free to design the applicaJ/onjimn that will he used and to prescribe how 
to notIfY applicants oftheir rights and obl/gationt. 

(b) lToo:sslng S!l!n<!ards 

C:urrent Law: 

In AFDC, a declrion on the application must be reached by the State w/lhin State estobllrhed 
standarrh. not to exceed 45 dnys. Be"qus may be provided fr(Jltl the date ofapplication or notlater 
than the dot< ofauthorization or 30 days from application. Ar a maner ofproctlce, requested 
dtJcumenJatlon must be proviIiM by ,he applicant within a state specified time frame (usually 10 days) 
or lhe application may be denied. 

The Food Smmp Act requires payfMnJ ofbe"qur retroaerlve 10 the date ofapplication within 30 days 
ofapplication under normal processJng or within 5 days for expedited service for dients in emergency 
slnuuions. Regulations provide detailed procedures about scheduling appointnu:IIIS, including a 
recond appoinJmelll ifan applicalll misser the first one, and other rules ifa determination Of 
eligibility is no: made within 30 dnys. 

Vision: 

2 



To provide applicants w/Jh one, simple, easy to read and UlIderslaad appIlcationfonnfor AFDC UlId 
food stamps. Expedited processing will be provided for families In emergency need siluaJions. 
Eligibility will be determined within /dentlcallime frames in /xJth programs for both expedited aad 
normal applications. Flexibility wUf be given to Slates for scheduling appolnmwnts and verifying 
lriformatlon. 

DJ1fiing Specs: 

(a) 	 The Food Stamp statutory and-regulatory provisions mandating the use of a national simplified 
form or approved substitute would be repealed. 

(b) 	 New food Stamp and AFDC provisions would require States 10 ... a generic application for 
both programs to obtain basic household, income and resource information. The application 
would bave 10 be easy 10 read and would coll1a1n conslsl<lI1lnformatlon to notify the applicant 
ofrights and responsibilities fur both programs. 

(cj 	 AFDC rules would be ....ised to conform 10 Ill. Food Stamp, 30 day standard for normal case 
processing with benefits retroactive to the date of application. A new, 10 day expedited 
processing standard would be set for both programs for applicants in extreme need situations, 
replacing the current Sday food stamp requiremenL 

(d) 	 Food Stamps requirements to schedule a second appointment would be replaced with 
requirements for both programs to inform applicants of rescbeduJing procedures. 

(e) 	 States would be allowed to deny an application for AFDC and Food StJunps as early as 10 
days: after requesting verification which has not been provided. 

Rationale: 

Uniform appIicntion requirements and processing stUlldards will be less t(mjiJsing for /xJth appllcanJs 
and workers and improve capacity for integrated processing. These proposals will streamline 
procedures which Impede lhe delivery oftimely asslstallce to those In need. A new /Q tW:y expedited 
service SlUlIdard for /xJth programs will benefit AFDC applicants, offset the slight delay ofthe cumll1 
5 day le",1 of service provided to food stamp applicants. StaleS will gain needed jlalbillty and 
eiiminate tluJ need for postponing verification. 

~ $273 Million Federal AFDC share 

3. 	 mREE-MONTII ACCO\INTING PERIOD 

One ofthe mojor complaints abaw the differences between the AFDC and Food Stamp programs is 
tlwt the programs us. dljJerent periods to determine benejlu for ,he cum:nt IWJruh and require IQ() 
much reporting ofchtmges in circumstances. In a transitional program ~n nwre recipients may 
have fluctuating income, the reponing burdens on recipients, the fluctuations in benefit anwunt$, and 
lhe constant need for cose \romr recalculations ofbenefits would impose comp/es/ty on all ponies 
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involved. Further. UJUier retrospective accounting. redplenJs who lose jobs continue to receive 
assistance based on income levels during the perlod ofunemployment jor up to two mbnJhs. 1111s 
results in considerable hardship onwng recipients. 

(8) budwing and ryortinc Wluirements 

Current La:!: 

Both AFX and Food Stamps permit StattS to adopt either retrospective and prospective budgeting 
rules fa determine the benefit (UtWUniS lor scmc or all cases as well as monthly reporting 
reqairemenls. Yet. there are some differences tn upplieation. For example. the Food Stamp Act 
penn/IS retrospective budgeting ofvon-monlhly reporting /XISes. while the Soeial Security Act does 
Mt. 

Under mQJJJ/lly r(llllllior and ,_at", ~1!d'CIi'r swem. ftImilies report income and OIher oose 
circumstances tfV<ry month. wllether or nOI a change qffectlng ellglblty and paymenJ amoUnlS has 
o<elUTed since the previous 11Wnth. This /Jiformatlon, as ..,11 as a/J)I suppiemenJary report of. 
cltilJfge in circuntStances. is used to determlne c01Jtinued eligibility and to determine the anwunt ofthe 
the amount ofassistance based on prior month's income. 

Under a I1l.()SfJective budteting m,tern. eligibilily and benefit amounts are based on a 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 stature is mare prescriptive in how the estimates are to be made. 
The AFDC rules are nOI conJained in statUle and provide StOles more flexibility in making the 
estimate. 

(b) ."mjn date or rell9rted dmwn:s 

Both programs require families to report changes in circumstances. In AFDC.. States must establish 
procedures fur timely and accurate reporting of changes that affect eligibility and amount of assistance 
Any change is effective in the month it occurred and will result in an overpayment is an not reported 
timeJy and adjustment is made. Food Stamp rules. allow for a tolerance in which a change of less 
than $25 per month does not have to be reported and the rul .. governing the effective date of any 
change give the recipient and agency time to report and act upon the change. 

(c) eamOO lneorne penalties tor failure to report 

Both programs impose earned inoome deduction penalties wben recipients faU to report timely. 
Under the AFDC program the penalty is applied whenever a recipient ralls 10 timely report wilhoul 
good ...... In the Food Stamp program. the penalty is applied to any portion of income the 
recipient willrully railed to reporl. I. AFDC the penalty applies to $90 work expense. child care 
and the $30 and 113 earned income disregard provisions. The Food Stamp program, the penalty is: 
applied by not disregarding the 20 percent earned income deduction to any portion of the income that 
the recipient wifftfully failed to report, 
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(d) 	 ti\<!:diIlClllion verlod 

In the Food Stamp program. recertification of eligibility is mandatory and must occur everyone to 
twelve months (depending on the cbaracteristics of the household) under specific procedural rules. In 
AFDCy redetermination of eligibility must occur every six to 12 months according to State established 
procedures, Unlike AFDe. food stamp benefits automatically terminate when the certification period 
expires. 

Drafting S,pecs 

For tile joint AFDC/Food Stamp population, amend tile Social Security Act and tile Food Stamp Act 
and regulations as necessary to: 

(a) 	 Repeal current monthly reporting and rettospective budgeting provisions. Replace witlt a 
requirement for prospective budgeting based on a fixed three-month accounting period. 
Adjustments to benefit levels resulting from changes in in¢ome during the current three-month 
period would be made in the next acoounting period. States would be permitted the option to 
inunediate1y recalculate benefits in cases where recipients report bardship circumstances due 
to a loss employment. 

(b) 	 Require recipients to make timely. accurate and complete reports of all income received on a 
three-month (quarterly) based On State prescribed time frames, Other circumstance changes 
must be reported no later than 10 days after the change occurs:, Changes in circumstances 
other than income would be made effective prospectively in accordance with time frames 
established in federal regulations, Overpayments would not occur where recipients report 
timely and adjustments are made no later than two months after the month of change subject 
to noti<:e requirements. 

(c) 	 Specify that earned income disregards are not allowed if aH income is not timely. accurately 
and 6>lly reported as required, This penalty wi!! apply to the period for which tile income 
was to be reported and any re.'\uldng overpayments are to be recovered or recouped. 

(d) 	 Provide that all jOint AFDCfFood Stamp assistmce units would be cerlified to receive beeefits 
for a 12~month period. A redetemtination of digibiJity must occur for benefits to continue 
beyond that period. If an assistance unit fails to comply with requirements for 
redetermination. benefits are to be terminated at the end of the twelfth month after proper 
notification. 

Rationale 

This set ofproposed administratIve rules will slgnlficanJly simplify benefit calculation procedunts for 
joint AFDClfood stamp lwuseholds. By rOJiono/Wng the procedures in benejiJ determilWtlon and 
caJculOJlon, workers and recipients ..;11 benefit Ilrrough less paperwork processing and lime spent on 
recalulOling beMfits because ofjluctatiOl1J In Income, The rules maintain a balance between assuring 
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benefits are accurately de1ermlned by reducing the cumnt complexities retaining the appropriate level 
0/ responsibllilies on recipients to report information. 

~ $510 Million •• Federal AFDC share 

4. BI!5QURCES 

Current Law 

AIiDC Provisions: The Social Security Act and implementin.g regulations set a $1,000 limit (Qr a 
lower limit at State cptl{JII) on the equity value ofresources lhat a family may !wile ami be eligible for 
AFDC, Excluded from consideratum as cowuoble resources are lhe !wme owned and occupied bY lhe 
family; an automobile wilh • maximum equity value Of $1 ,500 (or a lower I1mll at State option); bona 
flik funeral agreemelllS wllh • maximum equity value of$1,500fur each family member (or lower 
limll set by the Slate); one burial plot for each family member; and real property far a period of6 
consecutive 1IUJIIlhs (or 9 consecutive monlhs at Slate 0pIWII) which lhe family Is making a goodfallh 
effort to sell. Under certain conditions. Stales may established rules regardiJJg transfer a/resources 
at less lhanfoir market value. 

Food Stamp Provisions, The Food Stamp ACI and implemellling regulations set a $Z,{)()() limil (or 
$3.()()f)for a houseMld with a member age 6() Of over) on the value ofresources a houselwld may 
have and p4rticipate in the Program. The Act does /Wt specifY how the value Ofresources is to be 
delennined, but provides for uniform IUlli0nai eligibility slandards for income and resources, Slate 
agencies are prohlblteiJfrom imposIng any olher slandards ofeligibility, 1I0usebolds In which _ 
member receives AFDC, 8S1. or general assistance/rom certain programs do not have to pass the 
food stamp resource eligibilIty teSI, Regulations exclude from resources lhe value ofone burial plat 
perfamily member and lhe cash value oflife insurallce policies, Also excluded Is real property which 
the household is making a good faith fjJOrt 10 sell at a reasonable price and which has not been sold, 
There Is no spect/ic exclusion for burial plans (funeral agreemellls). Any amoUllllhat can be 
withdrawnfrom afu,neraJ contract without an obIlgatiOlt to repay is ccumed as a resource. 
Food Slamp law prohlbItlhe transfer ofresources wilhin lhe 3-moath period prior to cppllcation. A 
!wasehold lhat knowingly transfers resources for the purposes ofqualifying or attempting 10 qualify 
forfood Slamps shall be Ineligible 10 participate In the program for a period ofup 10 one year from 
the date ofdiscovery of the transfer, 

Both the AFDC and Food Stamps programs serve similar needy populations, Yet, because lhe rules 
for trearmeru ofboth the amountS and categories ofresources are differem in each program, 
resources dwJ meet one program's requiremenl can. result in In.cJigibility under the other, 
programs !wve substantially differelll rules for evaluating resources oflhol needy group, forcing 
'tVeIfare adminIstrators /0 apply different program rules to the lame resources In lhe same/amity. 
The following legislative proposal would reduce the currelll administrative complexity and co'!fuslon 
for Ytlelfare administrators and recipients by providing uniform tre(Jf1Mnt ofassets where appropriate. 
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Drafting Srwcs 

Require the Secretaries in both Departments to develop uniform resource exclusion policies in the 
following areas: . 

(a) Resource Limits: 

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

NOTE: Indexing was .....id...... but was eliminated because of the projected 
high ...t to the Food Stamp Program. 

(2) Permit demonstration projects to test varying resource limit amounts to determine the best 
resource limit for specific geographic areas and economic conditions. 

(3) Permit a limited number of demonstration projects to alJow States to evaluate a variety of 
incentives for recipients to aecumulate savings for specific purposes as determined by each 
Department. 

(4) !!udal Plom: Ameeel AFDC regojations to totally exclude on. burial plot per family 
member to conform to the Food Stamp policy. 

(5) Funeral Amemonm (Burial Plans): Amend regulations in both programs to totally 
disregard one funeral agreement per family member. 

(6) Real PIllIl!lI!Y: Amend AFDC regulations to exclude real property which the family is 
making a good faith effort to sell at a reasonable price and which bas not been sold, to 
conform to the food Suunp policy. 

(7) Cash Surrender value of Life Insurance Policies: Amend AFOC regulations to totally 
exclude the cash surrender value of Ufe insurance policies to conform to the Food Stamp 
policy. 

(8) Iransfer of Resour<es: Develop AFDC regulations to provide that a bousehold that 
knowingly transfers resources for the purposes of qualifying or attempting to qualify for aid 
shall be ineligible for benefits for a period of up to one year from the date of discovery of the 
transfer. This revision conforms to the Food Stamp policy. 

Ratiooale 

17Ie administrative complexity that e.dst in applying certain resource requirements in the AFDC and 
Food Stamp progroms will be greaJ/y reduced UlIder tbe proposed ciumges. We!Ji>re administrators 
will be able 10 apply rhe same rules 10 lhe same resources for lbe same family. These co'!fonnlng 
changes achieve simpllftcation by streamlining the administrative processes In both programs. 
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l&sl; $ 475 million - Federal AFDC share 

(b) Automobile resource limit 

Current Law 

The Social Security Act prcvldes for the exclusion ofso much ofa family member's ownership inierest 
in one autonwbile as prescrib€d by the Secretary. 7haI exclusion is set at $1500 equity value (or a 
lower limit set try the State) In one vehicle with <my <xcess equl1y value counted toward the $1.1}()() 
AFDe resource limit. 

The Food Stamp Act provilksfor the exclusion of vehicln In certain situations <.g•• when used as a 
home. needed to produce ineome or to transport a physically disabled household ~r. The 
countable value ofmaS/licensed vehicles is the fair _ value over 14S(}() ofone vehicle per 
household regordlns ofuse and <my vehicles usedfor employment. 'rvlnlng or education In 
prepartioll for amploymentnd provides for counting ,he greater ofFMV over 145(}() or equity value for 
others. 

Reliable tromportotlon will be essential to achieving self-SUfficiency for many recipients in a time­
limited program. Because a dependable ""hide Is important to Individuals In jindlng and keeping 0 

job. particularlyfor those In areos without ndeqUOle transponation. both the AFDC and the Food 
Stamp programs need a coofonrm.g autamoWe resource policy that supports reclp/o1ts acqllirlng 
relioble vehicles. This proposal would simplIfY the automablle resource policy try cOl!formlng the 
program rules and red.clng the unnecessary complexity and co'lfUs/onfor program administrators In 
both programs. 

DratlilJi Specs 

(al I«>peal the Food Stamp Act automobile exclusion rul ... 

(b) Amend the Social Security and the Food Stamp statutes to totally exclude one autOmobile, and 
count the equity value of aU other automobite(s) toward the resource limit. 

This coliforming proposed me/had Is consiSlem wilh the reconunendatlonjrom rhe American Public 
Welfare Msocialion. In addilian, it eJimiMtes the admirtistrolive complaiJy involved with valuing 
vehicles under varying criteria and results in gremer effecriverress and e.fficiency in the administration 
ofboth programs. 

!&1t: $500 million - AFDC federal share 
$292 million _. Food Stamps 
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S. INCOME ISSUES 


Federal lows or rales frequelll/y disregard a part or the tolal Income ofapplic.lIls and rec/piellls in 
determining eligibility and benefitsfor asswana programs. Often., tM same income Is treated 
differently In 1M MDC and Food Stamp programs. Such differences are incomprehensible to 
recipients and dijficull to administer. 

Our goa! Is to adopt uniform Income disregard pol/des jiJr 1M AFDC and Food Stamp programs 
which art easy 10 understand, simple to administer and promote work and education. 

(0) 	 TREATMENT OF LUMP SUM INCOME 

Under Sect;"" 4Q2(a}(/7) ofthe Social Security Act, non-recurring lump sum Income Is consfikred to 
be available to meet an AFDC family's =111 and future Meds. If the assistance unit's countable 
locome, because ofrecelpl oflump swn Income, exceeds the applicable SWte need standard, 1M unit 
Is Inel/g/hlejiJr a period determined by dividing 1M total countable Income (indudlng the lump sum) 
by the Ileed standard. 

7he Food Stamp Act, at 5(d)(8), excludes from Income non-recurring lump sum payments. Such 
amounts, ifrwt spent in the month received, art (re(lled as resOurces. 

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

(h) 	 Amend both the SSA and FSA to disregard, as !'es~)Ilrces, for one yOOf' from the date of 
receipt, DOJH'eCUrring lump sum payments that are reimbursements for pa.o;t. current or future 
costs or are intended to cover the cost of repairing or replacing assets. 

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

Lump sum paymelUs are treated completely differently in the /lWJ programs. Considerable 
slmplijicalion/or both the clients and W(Jrlcers can be acJUeved Vtlie policies are ccnsistem, Also. 
curren.I AFDC policy can resull in hardship jorfamilies since lhey are supposed 10 conserve rhe 
payments to meet fuJure living expenses rather than to cover debts and other aJsts. 

~ 	$6 Million - Federal AFDe share 
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(b) 	 SELF-EMPLOYMENT EXPENSES 

Current Law 

In the AFDC program. the Social Security Act Is silent concerning exclllSions from income to 
recognize/he cos/ ofproducing self-employment income. The rules (45 CFR 233.20(0)(6)(v)(8)) 
provide thas prQjil from self."mployment is derived from subtracting business expenses from gross 
receipts. All the earned Income disregards (Section 402(0)(8)) are applied to the projiJ the same as 
income from wages. Allowable business expenses are those directly related to producing goods or 
services. Ho",,",r. the following expenses ore not ailowed: depreciation. purchases ofccpilai 
equipment. payments on the principal ofloans jor capital asSetS or durable goods. personal 
transportaJion. and personnJ business or entena1nmenr expenses. A State may desiglUUe an objective 
flat GI1IOUnt or percentage for self.""",loyment business expenses. but must allow higher GCtUai COSts. 

Section 5(d)(9) Ofthe Food Stamp Aa excludes from income the cost ofprodUcing self-empioyment 
Income. The rules 1273.11 (0)(4)(1)) list the following exmnp/es ofthe specific CoslS thas shnald he 
excluded: the Identlfial>le costs oflobor. stock, raw material. seed and fertilizer. IntereSl paid to 
purchast _-prodUcing property. insurance premiums. and taxes paid on Income-producing 
property. The following expenses are not excluded as costs ofdoing busintss: payments on the: 
prlncipoi of the purc/uue price ofi_producing real estate and capital assets. equipment. 
machinery. and a/her durable goods; net losses from previous periods; and depreciatinll. In 
addiJIon, Federal. Stale. and local inrome taxes, retirement monies, and other work rthued persolUll 
expenses (silch as transportatum to and jh:Jm work) art not allowed because these expenses ure 
accounted jor by the 20 percent earned income deduction in Section 273.9(d)(2). 

Dramoa SPecs 

(aJ 	 No statutory change would be required. 

(b) 	 Cbange the Food StJlmp and the AFDC regulations to provide a deduction of the amount of 
depreciation or the actual cost of purchasing the asset. whichever, it; ~hl:imed for tax purposes. 

(c) 	 Delete current language in AFDC regulations to ronfonn with Food Stamp rules by adding 
examples of specific costs of producing self-emp1oyment income. such as the identifiable costs 
of labor, stock, raw material, interest paid to purchase income producing property, insurance 
premJums. and taxes paid on income producing property, 

&ationaJe 

A compotible AFDClFood Stamp exduswnjor bus/ness expenses. including a deduct/onjor 
depreciation or actual the actual expenses ofnecessary assets. MJOu/d result in grelUer effictJw!lIess. 
clarity and efficiency in the ildministrmion Ofbath programs. The change would encourage self­
employment, se/f-sl@clency ood recognize the legiJlmate cost ofdoing business. Alinwlng the 
eligibility worker to recognize business deductions as clubns /;y the individual for Income tax purposes 
would simplifY such calculations. 
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$25-$75 Million - Food Stamp 

Under $1 Million -Federal AFDC share 


(e) BOARDER INCOME 

Current Law 

Under the AFDC program. neither the stalute or rules address allolVObJe wsts of business Income 
received from boarders. Under program policy. a State nury designate a flat amounJ or percenJage 
for self~mptoymet1l busIness expenses. However, lhi! State must allow hJgher documelJled costs. 

11Ie Food Stamp Act Is also silelll on specific procedures for determining the Income ofhouseholds 
with seif-empirrymelllincome from boarders, However, the House Report which accompanied the 
Food Stamp ,let of1m IH.R. 95-464, pege 38) Indicotes OJngresslonallntent that the cost ofdOing 
business for boorder Income be calcu/med "for purposes Of admlnlslrml"" ease, at a fixed rate or the 
w1ue ofa molllhly coupon aliclmelll for a _-person 1wuseJwId'for each boarder. 1he report also 
Indicates Congresslonal/ment that actual costs be allowed, but the am exduslonsfrom Inc",,", 
cannot exceed the incOftM received. 

Seetion 273.11 (bJ(I) of the Food Stamp rides provlt1es procedures for calculating the Income received 
from boarders based on/he legislative history contained in the Food Stamp Act. Income from 
boarders Includes all direet prrymellls to the household for room and meals, indudlng ClllllribuJions to 
the howehold's sheltcr expenses. 1he cost ofdoing blL'iiness Is either (I) the maximum allotment 
amount for a household site that is equal to lhe number ofboorders or (2) lhe aclUOl documented cost 
afprovlding room and meals, lfthat cost exceeds the maximum allotment amount_ ifactual costs are 
used, only seporale and ldelllijlable costr ofproviding room and meals to boarders con be excluded, 
The excluded cosls Cfl.IttlOl exceed 1M amcwtl of income received. 

Drafting Specs 

(a) No statutory change would be required, 

(b) Modify AFDC and Food Stamp rules to permit States the option to allow a flat rate, a 
petCentag~ or either the maximum allotment for a household of the same size as the number 
of board.... in the thrifty food plan or the actual documented cost, if it is higher than the 
allotment. The"",,", procedure would be adopted for each program, 

Rationale 

A uniform AFDC/Food Stamp policy in calculating boarder income would result in greater 
(/feeti",ness and efficiency in the administration ofboth programs. 

~ Minimal 

(d) Treatment of Educational Assistance 
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Current Law 

Severollaws cuJdre.TS lhe treatment of educational assistance for AFDC. Any educational assistance 
provided under programs in title IV of lire Higher Education Act or the Bureau ojIndian Affairs mlUt 

be disregarded (P.L. 102·325, sec. 479B). A Slate must disregard pay_I'IIS made for aJlendllltce 
costs under the CArl D. Perkins YOC<lJIonaI and Applied TechJwlogy Education Act (p.L. 10/·392, 
sec. 507(0). Under AFDC rules, the State must disregard educational loans and gral'llS thai are 
obtained and used for direct educational expenses, such as tuition und hooks (233.20(a)(3)~v)(ll). 
(Any ofthe edUCOlional ossistllltce covering items in the StQJe's need slandard is eOUllled as iMme.) 
Also. Slates may disregard oJl educaJiono./. assistance as complementary assistance tJwt is for a 
different purpou than AFDC (233.20(0)(3)(vll)(0)). 

Portions of income received under the Job 'lhlhUng Pannersh/p Act and the Higher Educmlan Act are 
disregarded in lhe Food Stamp program. By regulOlion, such educational assistance provided on 
behalfofthe hauseheldfor IMng expensa, food, or clothing to lhe extent thai ,he funds exceed the 
casts oftuition and mandntoryfoes are coanIed as income. (7 CFR 273.9(e)(/)(v); 273(e)(3); 
273(c)(4); 273.9(c)(5)(l)(D); and 373.9((c)(/O)(Xi). 

Draftigi: Soecs 

Amend the Social Security Act and Food Stamp Act to totally disregard all educational assistance 
received by applicants and recipients. 

~ $5 million - Food SGlltlps 
Ued... $1 million - Federal AFDC share 

(0) Earnings or Studen.. 

'"milt Law 

For a dep<ndenJ child w;eIl!jag AFDC, the earned Income ofa fil/I-time or part-lbne slndent (/WI 
empilJyed full-time) anendlng a schJwl, coIiege, or Ul/lverslty, or a course ofwealianal or lechaicaJ 
lrulnlng designed 10 fll him for gainful empioyrnelllis disregarded (402(a)(8)(A) ofthe Social Security 
Act). AI State option, the earned Income 0/a dfllllndeal child ooplyja,for AFDC may also generally 
be disregarded. The earn/ngs 0/minor parents attending school are /WI excluded. 

Ejfoctlve September, 1994, the Food Siamp program will exclude the earnings ofelementary or high 
sclwol Siudel'lls age 21 and under (FSA 5(d)(5); 7 CFR 273.9(c)(7). 

Ocafiin2 Specs 

ISSUE I: With a new, IJtQt'e generous earntd inamre disregard to encourage work, should 
student inrome also be dlstegarded to encourage sdiool attendance? 

ISSUE2! Ir disregarded, should it apply to elementary and secondary school attendance or 
also college and vocational? To what age? 

12 

http:cuJdre.TS


(I) l...-.gulur Inrome 

No statutory provisicns address irregular income for AFDC. Rules permit SlaJes /0 disregard small. 
nonrecurring gifts nor ro exceed $30 per /nd1y/dHgl per quane, (2J3.2O(a)(3)(!v)(F). 

The Food Stamp Act (Sec. 5(d)(2)) requires the and",l.n of Income C!f$30 or less In a quarter per 
houselwld received roo I!jfrequently or Irregularly ro be omlclpaled. The exclusion does nor apply 
untler retrospective budgetiJJg, 

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

~ Inconsequential 

(g) Treatment of JTPA Inrome 

Current Law 

For AFDC. rh£ Income ofa dependent child which Is derived from participation In a JTPA program 
may be disregarded. Earned 1_may be disregard for a period up 10 six months per calendar 
year. Uneal7U!d income may be disregarded Indejinlrely (section 402(o)(8)(A)(v) of rhe =). 

Under Food Stamps, training a//tlwances from vocatlona! and rehabilitation programs and JTPA 
earnings are excluded, exapt incomefram ()1I·rh£-Job training programs under section 204(5) of Iitl. 
n All OJT Income ofindividuals under age 19 and under perental control is excluded. (7 CFR 
273.9(b)((I)OIl) and (v): 273.9(c)(/O(v) 

Draftinll Sneos 

(aJ Amend tho Social Security and the Food Stamp Acts 10 disregard as income all training 
stipends and allowances received by a child or adult from any program, including JTP A. 

(b) EJiminate targeted earned income disregards 50 that the earned income from any on-the-job 
training programs or from a job will be counted after the generaJ earned income disregards 
are deducted. 

~ Savings to be detetmined. 

(h) Trealmont of Inoome from Compren-wy Programs 
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Current Law 

U1UIer AFDC regulatIons, StaltS may disregard assIstance from other agencies and organiz.atlons thai 
are for a different purpose (complementary) tlum AFDC and do not duplicate needs already mel In the 
need standard. (45 CFII233.20(a)(3)(vii) 

W"",, specfJied exceptions, the Food Stomp program disregards cash danotions based on need to the 
houselwld not to exceed $3()() in any one qUllIurfrom one or /1UJre charitable organizations. (FSA 
S(d). (1:); 7 CFII 273.9(b), (c)(13). 

Drafting Specs 

Amend the Social Security Act to adopt the current Food Stlmp policy. 

~ AFDC savings to be determined 

Current Law 

In AFDC. Low Income Home Energy Assistance Is totally disregarded. Support and maintenance 
assIstance based on need, including energy assistance. may be disregarded as income, (SSA 
«12(a}(36); 45 CFII 2J3.20(a)(J}(xix) 

Ueder Food Stamps, cash Of in·kied eMfgy assistance provided and,r any Federal law aed UDder 
tenaln State and /aca/ programs is excleded as income. (FSA 5(d)(II); 7273.9(c)(1) and (11)) 

Draftin& Spees 

Amend the Social Security Act to incorporate the current Food Stamp policy. 

~ Undetermined 

(I) Trealmmt of eo............tal Subsidies 


Current Law 

Ueder Serrion 4()2(a}(7J(C)OI) ofthe Social Securlry Acl, SllJIes may coUnt hauslng or rent subsidies 
os income. 1he amount that may be coulUed cannot exceed the anwunt!or shelter/utilities included in 
the State's payment Standard (23J.20(a)(J)(xij). Few Slates cOUnt the paymeNS as Incame. 

Ueder Food Stamp regulaIians (7 CFII 273.9(c)(1)), vendor payments to landlords are excluded as 
income. Paymenrs to hmueJwlds and vendor payments to utility providers art counted as income. 
1he amoUnJ the houselwld owes the loed1ord, qfter HUD subsidies, is allawed as a rent espense. In 
the Third Qrcuit. the Court has held that HUD tllility payments are excluded as energy assistance. 
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Rraf\ing Sllw 

Amend the Social Security Act to require that States disregard aU governmental housing/uti! ities 
subsidies. 

ISSUE: Should the .Ignirlamt rlSral advantage .!forded !he few AFDC redplenls who 
rt'atve subsldized Musing be oontinued'! 

l:&.sI: Minimal 

(1<) Child Support $SO I'llss-Through 

Current Law 

In AFDC. the first $50 0/any child support collected and passed on to /amilles Is disregarded In 
determining the amount 0/AFDC ass;"tan,e. ISSA 4C2(a)(8)(vI); 45 CFR 233.20(0)(3)(v)) 

Section 5(d)(13) a/the Food Stamp Act permits St~ to disregard lheftrst $50. bUll/States opt to 
disregard such amounts. /t _t reimburse the Federal govef1lJ1U!1U Its s/we 0/the Food Stamp 
belU!fit. (FSA 5(d)(13): 5(0): 7 CFR 276.2(e) 

Qrnfline Specs 

Amend the Food Stamp Act to require Stales to disregard the first $50 of child support collections in 
determining needs and benefits. 

!&it; $181 million fur Food Stamps 

OJ Supplemental Faym ...1s 

Cumnt Law 

SectlOll 4C2(o)(28) 0/ the SocI4I S<curi()l Act requires those States that deduct In"""", from lhe need 
rather tluln the paymelll standard (fill-the-gop) now and in July 0/1975 to provide a supplemelllal 
paymelU to fi;lmlles who hove less dlffpOsable Income because child suppan Is paid 10 the child sappan 
agency insread 0/directly t. the /amUy. 

Food Stamps. No such provision exislS in the Food Stamp program. 

OWing SPes;1 

Amend the Social Security Act to remove this provision. 

!&it; Savings to be determined. 

(m) Treatment or In-klnd Inoome 
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Current Law 

AFDC rules require earned in~kind income 10 be COUIIJed. As a matrer ofpolicy, Stales may disregard 
any uneorne.d in~ldnd mCOl1fL. If the State elects to Count unearned ilJ-kind income, the amoUlll 
counted is limited to the value 0/ the item in the State's fleed standard. 

Under Food Stamps, i.-kind be""firs such as food, clothi.g, housing, produce are excluded. (FSA 
5(d)(1); 7 CFR 271.9(c)(I)) ­

Drafting SI!«> 

Amend the Social Security Act to require States 10 disregard both earned and unearned in~k.ind 
income. 

l:&M;. $9 million for AFDC 

b. Verification 

Curren! Law and Pone.)' 

Food Stamp law and reguilJliOfLf include specific requirements for verification and documentation of 
In/onnoJlon lU!eded for eligibility and benefit detennllllJllellS. Food Stamp regulations fIU1ndote 
verification ofutility and medical expenses (who. actlVJlls cla_), Identity, residency (address), 
disability ood household composltwn. In tbe AFDC program, tho Act ood regulations do oot address 
how verification is to occur but State procedures have generally canformed to the verification policy 
outlined in the Federal quality control manual. 

Under tbe Food Stamp Act (FSA) (sections 11(e)(3),(9)) ood Soda! Security Act (Act) (sections 
402(0)(25) ood 1137), Income must be verified thoough the Income ood Eligibility Verification System 
(IEVS). The State nwst requeSi wage and belll!fitil!fonnoJlen fM from tho State Wage In/orflU1tlen 
CoIlectlen Agency. the Social Security Administratwn, ood the agency od",!"tsrering Unemployment 
Insurance Benefits. Unearned income iJiformation must be requested from the Internal Revenue 
Service. Both programs an also required l1y law to verify alien status through the Immigration and 
NaturaJiwl"" Service's SySiemic AIlen Verificatlcnfor Entlrlement system. 

Both programs review tho accuracy ojeligibility dechions and benefit omaullls through quality control .. 
systems, wilh rhe Intended result that much In/anna/len Is verifled at opp/lcaJion ood at recertification 
/0 avoid errors. Stares may in both programs adopt other Yeriflcation requirements. 

Federal computer matching and verl/fcation requirements are often burdensome for Mlh clients and 
eligibility stqff. Even where States hove j/exibUity, rhe emphasis on PUYfll£nt accuracy and the 
potential for fiscal qllOlity control penalties ho", often resulted In unlll!cessacy documentation, delays 
in benefits and improper denials and tenniMJions. Yet. to assure the public that their taus are being 
spent to serve omy those in need, verification will continue to be a critIcal component oj the new 
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system for delivering _istance to families. States must he affortled the flexibility 10 simplifY 
verification procedures, while assuring program Integrity through minimal standards. 

Drafting Specs 

(a) 	 Amend the Social Security Act and the Food Stamp Act, for the joint AFDCIFood Stamp 
population, to: 
- require States to verify income. identity. alien status and the SSN; 
- States may choose the verification systems. methods and timeframes for action; 
- States may choose the computer matching activite:s that are most effective. including lEVS 
and SAVE; and 
- States may verity additional factors of eligibility, 

(b) 	 Verification methods, systems. and time limits will be induded in the State Plan. 

Rationale 

Suu" will welcome the increased flexibility provided by this proposal and he able to streamline their 
verification activities, saving time and fXJpe,....,.;ork. At the same time. the Stale plan opprcvaJ process 
will ensure adequate protection ofclient rights and program imegrlty withcut restricting Stale 
flexibility, 

~ 	Savings of $3 million in Food Stamps and less lItan $1 million in AFDC. 

7, 	 UNDERPAYMENTS 

Current Law and P9licI 

Section 402(a)(22) Of the Social Security Act requires Suite agencies to promptly toke all necessary 
steps to correct atry uetierpaymem, Regulations at 45 CFR 233.2()(a)(13) l/mil the issuance of 
underpayments (bQth agency and client caused) to current recipients and fnrtner recipients who would 
he curr,mly eligible if the error causing the underpayment had IU)I occurred, As a resul, Of IIligation. 
program policy also permits StOleS to issue underpayments to former recipiellls who would JU) longer 
he cUlTemly eligible, 1he amolJ1lf ofthe Utulerpaymelll is nor limited by the numb<r ofeligible ItUJlllhs 
covered. 

Section II(e)(lI) ofthe Food Stamp Act provides that henefilS are 10 be restored to a household 
reqaestlng lhem Ifthe henej/lS hove b<en "wrongfully denied or I,nninated,' 1he period for which 
benefits are restored is limited (0 one year prior to lhe date the State agency either receives a request 
for restoration from lhe household or otherwise learns that D loss to the household occurred. The 
Fand Stamp rule (7 CFR 273.17) also prohibirs the State agency from restoring henej/lS for a period 
longer thon 12 momhs. 1he rule requires th.at benefits he restored eve. If the household is currem/y 
ineligible. 

:i'l!.i!m 
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10 provide ciiems with a rational and conslstem policy in the processill-g ofunderpayment.f. 

Drafting Spocs 

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

Rationale 

Since clients are responsible for reporting changes In circumslances .iwt affect ellglbll/iy and bentiflls. 
a J2-mo1Uh Un'llt ()IJ restoring lost benefits due to agency error rein/crcu positive behavI.or. The 
change also Gehleves consistency between lbe AFDC and Food Slomp anderpaymenl policies. 
However, because the proposal represents Q COIl/raction ofAFDC program polley (i.e., the 
prohlbllwn 011 andetpay_nts dIU! 10 client error) client advococy groups are likely 10 object. 

~ $6 million Federal AFDC .avings 
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~~~. 
REINVENTING GOVERNMENT ASSITANCE - A!ladun...' for January 31,1994 (iU1bo) 

1_ExcIudell by Other La .... 

The AFDe and Food Stamp programs both exclude payments authorized and excluded under laws 
other than the Food Stamp Act and the Social Security Act. Based on a prior. tentative working 
group decision, we developed the attached listing of these ex.clusions for their review. No 
recommendation.I{ are proposed pending further discussion. 

Some exclusions under these laws apply to both AFDC and Food Stamps, others are specific to only 
one program, The list of these exclusions follows. 

Common Excluslo.. Under A.FDC and t'ood Slamp Progra"", 

Major Disaster Assistance: Any Federal major disaster and emergency assistance provided under 
the Disaster Relief Act of 1974, as amendell by the Disaster Relief and Emergency Assistance 
Amendments of 1988 and comparable disaster assistance provided by States. Jocal governments and 
disaster assist.ante organizations (p.L. 100-707, Section 105). 

Uniform Relocation Assistance: Payments. received under the Uniform Relocation Assistance and 
Real Property Acquisi.ion Policies Act of 1970 (Pob. L. 91_, Section 216). 

Domestic Volunteer 8et'vius Programs: Payment for supportive services or reimbursement of out~ 
of-pocket expenses to participants in the Volunteers in Service to America (VISTA) programs under 
the Domestic Volunteer Services Act of 1973 (p.L. 92-113). Examples .fVISTA programs: 
University Year fOf Action~ Urban Crime Prevention Program, SCORE. ACE. foster grandparents, 
seniQr health aid volunteers, 

Low-Income Home Energy: Beqefits paid to eligible household under the Low-Income Home 
Energy Act of 1981. (For A.FDC P.L. 97-35, title XXVI, Section 2605(1); for Food Stamp: P.L. 99­
425, Section (e)). 

Student Financial Assistance: Assistance received under the programs in title IV of the Higher 
Education Act or under Bureau of Indian Affairs programs and under the Carl D. Perkins Vocational 
and Applied Technology Educa.ion Act must be disregarded. (Pob. L. 102-32.5. Section 479B; P.L. 
100-50. Section 14(27); P.L. 101-392, Section 507(0». 

Civil Liberties Act: Any payments made as restitution to an individual under titles I of P.L. 10().. 
383, the Civil Liberties Act of 1988, or under tide II of P.L. 100-383, the Aleu.ian and Pribilof 
Islands Restitution Act~ are excluded. Payments: are made to US citizens of Japanese ancestry, 
permanent resident Japanese aliens or their survivors and the Aleut residents of Pribllof Islands and 
the Aleutian Islands West of Unhook Islands. 

Agent Orange: Payments made pursuant to the settlement in the ]n Re Agent Orange Product 
Liability litigation. (p.L. 101-201, Section I and P.L. 101-239, Section 1040S). 

Fell....' Earne<l Income Tax Cre<li. (EITC): Exclusion of Federal EITC payments as income. 
Exclusion of Ene payments as resources in the month received and the following month. (p .L. 101­
508, .iUe XI) 

Radiation Expolmre Compoosation: Payments made pursuant to the Radiatiotl: Exposure 
(;Qmpensatlon Act (p.L. 1CJ0.426, Section 6(h)(2») 



Payments to American Indians induding Alaska Nati ...es as follows; 

o 	 Any funds distributed per capita to or held in trust for members of any Indian tribe under 
P.L. 92-254, Section 4,(Grand River Band of Otuwa Indians) or P.L. 94-540. 

o 	 Any of the foUowing distributions from a Native Corporation established pursuant to the 
Alaska Native Claims Settlement Act (ANCSA): (I) Cash (including. cash dividends on stock 
received from a Native Corporation is disregarded to the extent that it does not, in the 
aggregate. exceed $2,000 per individual each year; (2) Stock (including stock issued or 
distributed by a Native Corporation as a dividend or distribution on stock); (3) A partnership 
interest; (4) Land or an interest in land (including land or an interest in land received from a 
Native Corporation as a dividend or distribution on stock; and (5) An interest in a settlement 
trust. (p.L. 92-203 as amended by P.L. 100-241) 

o 	 Receipts distributed to members of certain Indian tribes which are referred to in Section S of 
P.L. 94-114 (89 Stat. 577, 25 U.s.C. 459(d). Section 5). 

o 	 Indian judgment funds that are held in trust by the Secretary of the Interior (Including interest 
and investment income accrued while such funds are so held in trust)~ or distributed per capita 
to a household or member of an Indian tribe pursuant to • plan prepared by the Secretary of 
the Interior and not disapproved by a joint resolution of the Congress. and initial purchases 
made with such funds. (p.L. 93-134, Seetion 7 as amended by Section 4 of P.L. 97458) 

o 	 Interests of individual Indians ift trust or restricted. Indian lands is disregarded as resources 
and up tu $2.000 per year of income derived from such interests. (p.L. 93-134. Section a /Ill 

amended by P.L. 97-458 and amended by 103~) 

o 	 All fund, held in trust by the Secretary of the Interior for an Indian tribe (inclnding int.rest 
and investment income accrued while such funds are so held in trust) and distributed per 
capita to a household or member of an Indian tribe. and initial purchases made with such 
funds. (p.L. 98-64_ Sectioo 2) 

o Payment.' under the Maine Indian Claims Settlement Act of 1980. (p.L. 96-420, Section 
9(c)(2» 
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Food Stamp Only Exclusions 

Job Training and Partnership ACT (lI'PA): This provision requires counting as income. on the job 
training payments provided under Section 204(5) of title n of JTPA except for dependents under age 
19, (p,L. 99-198) 

Educational Assistan~; Food. Agriculture, Conservation and Trade Act of 1990 title xvrn, 
Mickey Leland Memorial Domestic Hunger Re1ief Act and P.L, J02-337~ Food. Agriculture, 
Conservation and Trade Act of 1991 disregard educational monies received from recognized 
institutions of post-secondary education~ schools fur the handicapped, and vocational education 
programs. (p.L. 101-(24) 

Veterans' Benefits: Benefits received from the. Veterans' Benefits Improvement and Health Care 
Authorization (p.L. 99-576) 

SeniOl" Community Services: Punds received by persons 55 and o1der under Ibe Senior Community 
Services Employment program under title V of the Older Americans Act. (p.L. ICJO.I75) 

Payments under HUn Demonstrations: Excludes most increases in the earned income of families 
residing in bousing projects participating: in HUD demonstrations authorized by Section 126 of the 
Housing and Community Development Act of 1987 and Cranston-GonzaJes National Affordable 
Housing Act (p.L. 100-242. Section 126(c)(5){A) and P.L. 101-<125. Section 522(i)(4) 

l'IIyments und... WIC Demonslnitions:Under WIC demonstration projects. _pons that may be 
exchanged for food. P.L. 100-435. Section 501 which amended the Child Nutrition Act. 

Child C ..... l'IIyments: Value of child care payments made under title IWA of the Social Security 
Act, inclnding transitional child care payments. (p.L. IQ0.485 and P.L. 102-586) , 

At-risk Cltild C .... Payments: At-risk block grant child care payments made under P.L. \01-508. 
Section 5801 which amends Section 402(i) of the Social Security Act. 

l'IIyments 10 American Indians: 

o 	 Relocation assistance payments to members of the Navajo and Hopi Tribes are excluded from 
income and resour=. (p. L. 93-531. Section 22) 

o 	 Funds distributed per ~ita to the Sac and Fox Indians or beld in trust are excluded front 
income and rewur.... (P. L. 94-189. Section 6) 

() 	 Indian Claims Commission payments made pursuant to this Public Law to the Confederated 
Tribes and Bands of the Yaki,,", Indian Nation and the Apach. Trib. of the Mesoalero 
Reservation are excluded from income and resources. (p. L. 95433. Section 2) 

o 	 25 uses 1931 Indian Child W.lf .... subparagraph (b) prOvides that assistance under 25 
uses 1901 et seq. shaIl not be a ba.<;is for the- denial or reduction of any assistance otherwise 
authorized under any federally assisted programs. (p. L. 95-6(8). 

o 	 Payments to the Turtle Mountain Band of ChIppewas, Arizona are excluded from income and 
resources. (p. L, 91-4(3) 

(} 	 Payments to the Blackfeet. Grosventre. and Assiniboine tribes. Montana. and the Papago. 
Arizona, are excluded from lncome and resources. (p. L.. 97-408) 
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o 	 Funds distributed under this Act to membeni of the Ra:t Lake Band of Chippewa Indians are 
excludoo from income and resources. (p, L, 98-123, Section 3) 

o 	 Per capita and interest payments made to members of the Assiniboine Tribe of the Fort 
Belknap indian Community. Montana l and the Assiniooine Tribe of the Fort Peck Indian 
Reservation, Montana, under this Act are excluded from inoome and resources. Funds were 
awarded in docket 10·SIL. (p. L. 98·124. Section 5) 

Old Age Assistance Claims Settlement Act, provides that funds made to heirs of decea.~ed 
Indians under this Act shall not be considered as income or resources nor otherwise used to 
reduce or deny food stamp benefrts except: for per capita shares in excess of $2,000. (p. L. 
98·500. 	Section 8) 

o 	 Funds distributed per capita or held in trust for members of the Chippewas of Lake Superior 
are excluded from income and resour<:es, Judgements were awarded in Dockets Numbered 
IS·S. 18·U, 18·C. and IlI-T. Dockets ISoS and lS-U are divided among the following 
reservations. (p. L. 99·146. Section 6(b» 

o 	 Whit. Earth Reservation Land Settlement Act of 1985, 3124IS6, Section 16 .xcludes moneys 
paid under this Act from income and resources. This Act involves members of the White 
Earth Band of Chippew.lndians in Minnesota. (p. L. 99-2(4) 

o 	 Payments to the Saginaw Chippewa Indian Tribe of Michigan are excluded from income and 
resources. (p. L. 99-346, Section 6(b)(2» 

o 	 Funds distributed per capita to the Chippewas of the Mississippi or held in trust under this 
Act are eXcluded from income and resources. The judgments were awarded in Docket 
Number 18--5. The funds are divided by reservation affiliation for the Mille Lac Reservation, 
Minnesota; White Earth Reservation. Minnesota; and Leech Lake Reservation, Minnesota. (p. 
L. 99·377. Section 4(b» 

o 	 The Puyallup Tribe of Indians Settlement Act of J989~ Section 10 (b) provides that nothing in 
this Act shall affect the eligibility of the Tribe or any of its members for any Federal 
prognun. Section lO(c} provides that none of the funds, assets, or inrome from the trust fund 
established in Section 6{b) shall at any time be used as a basis for denying or reducing funds 
to the Tribe or its members under any F::dero!. State, or local program. (p. L. 101-41) 

o 	 Funds appropriated in satisfaction of judgments awarded to the Seminole lndiam in dockets 
13. lSI, and 73·A of the Indian ClajtnS Commission are excluded from income and resources 
except for per capita payments in excess of $2,000. Payments were allocated to the Seminole 
Nation Qf Oklahoma, the Seminole Tribe of Florida. the Miccosukee Tribe of Indians of 
Florida. and the independent Seminole Indians of Florida. (p. L. 101-277) 

o 	 Seneca Nation Settlement Act of 1990; dated November 3. 1990. provides that none of the 
payments, funds or distributions authorized. established, or directed by this Act, and none of 
the income deti~ed therefrom. shall affect the eligibility of the Seneca Nation Of its members 
fOf~ or be used as a basls for denying or reducing funds under, any Federal program. (p, L. 
101-503, Section 8(b» 
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AIDC Only Exclusions 

Nutrition Program ror the Elderly: Benefits received under title vn~ Nutrition Program for the 
Elderly of the Older Americons Act of 1965. (p.L. 92-258. Section 7(9) 

Slatutorily...tllhUshed Slate Programs: Any amount paid by • State IV-A agency from Sta~nly 
funds to meet needs of children receiving AFDC, if payments are made under statutorily-estabJished 
State program which bas been oontiauously in effect since before January I, 1979. (p.L. 97~2481 
Section 159) 

Benefits from Stale-only Funds: Any amounts: determined to have been paid by a State from State­
only funds to supplement or otherwise increase the amount of aid paid to an AFDC family as 
oomputed under SectWn 233.35 ror the eurrent or anticipatoo needs fur the same montb, (p.L. 97~ 
248, Section 157) 

USDA Donated Foods: Value of USDA donated fuods (surplus commodities) (Pub. L. 83480, 
Section 416) 

SdIool Lunch Programs: The value of supplemental fuod assistance under Child Nutrition Act of 
1966 and the special food services program for children uoder the National Sehool Lunch A<:t. (p.L. 
89-642. Section 1I(b) as amnnded by P.L. 92-433 and P.L. ISO) 

Payments to Am"';""" Indians 

o 	 Payments from the State of Maine, hy the Aroostook Band of Micmac Indians or any of its 
members onder the Aroostook Band of Micmac Settlement Act. (p.L. 102-171, Section 9(b» 
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