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2. Biometric Identification

ticion

3 Individual could apply for and recelve multiple Social
curity Numbers by presenting false ddentification docunents.
crafora, it is possible that one could receive multiple
aniztance benefits by submitting fraudulent applications under
iZfersnt Soclal Security Numbers. It ia desirable to conduct &
rudy to assoss the severity of multiple enrslinents in the

cprrent AFDC program. :

lematyic identification such as fingerprint, rstinal scanning
< hand geometry recognition has been proven to be tha post
cure identity authentication mathed. :

5 Angeles County baegan its fingerprint ldentification systsn
¢ itg General Relief program in 1993%. It was estimated that
;% of approved casses were teraminated because of ¢lients!

#i1lingness to bs fingerprinted. \

cckland and Onondaga County Departments of Social Services in
= 3tate of New York also initiated fingerprint ldentification
'.vamg for thelr Home Relief program and terminated 4.3% of the
.ticipantg because of refusal of fingerprinting.

*artunately, neither study actually interviewed the
ticipants who ware terminated for their refusal to provide
carprintg to understand the reasens why. Consequently, the
" zntage of participants who actually received multiple

. stance payments is unknown.

nroved under section 1118 of the Social Security Act Los
2le8 Wwill soon expand the fingerprint identification system to
wudé the AFDC population for a period of 3 years.

wregsontative Lazio {R-N¥) introdoced a bill (H.R. 3727) in
uary, 1594 reguiring the Socoretary of Health and Human

vicas to conduct a study of the feasibility of using biometrie
.ixis tos vorify the jdentity of persons applying for AFDC

a“f tﬁgu

regommend that HHS provide funds for Loz Angeles County to
iow=up with individuals who are unwilling to provide
jarprints in the forthooming pilot to determine the impact of
rarprinting and true percentage of multiple énrollments.

< xddition, we recommend that HHS support a fingerprint

s>netration project for twe adjacent cities in two different
.%28 to assess the interstate pultiple enrsllments problen.

€
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Standard Computer Interfaces and Electronic Data Interchanges

T2 lon

~nrding to a8 GAO survey, thers are 125 Federel programs

.ding over $16 billlon annually providing employment and

ining services. Although the State IV-A agency will have the
‘mate administrative responsibility in menaging both the JOBS
FORK programs, it is envisioned that many States will manage
program through JTPA, Department of Pducation or private
«ractors. Since post of the service programs are managed in a2
:neralieed environnent, scamless communications infrastructure
ng State IV-A agency amd lts JOBS and WORK serviceg providers

‘! be meedsd to ensurs that (a) redundant data collection is
idsd at various applicatiopn intaks points; (b} proper services
rendored; (e} the cutcomes are meeting the intended goals and
-wtives; and (d; tha State is ables to provide the regquiresd

te the Natlonal Clearinghouse.

., DOE and HHS {and perhaps industry repressntative} need to

x jeintly in developing: ,

' computer interface standards to specify the "hand-phake
sro¢edures Lo ensure cormmunications batween computors of
different hardware architecturs and operating system; and

1 Standard electronic data intexrchangs (EDI} transaction
dafinitions for: (1) the sharing of asgsessmant of skill
levels, service needs and achiavement obiectives; {(2)
spasific gervices delivered including the number of hours of
rraining; (3) ocutcomes of the services rendered; (4)
vroblems or barrigrs encountered including all evants
subject to program sanction; and (5) financial transactions
associated with budget preparation and expsnses accounting.

Information Sharing Between Federal and State Agencies

!
t

- =0

nrtheyr stem fraud, waste, and abuse in all benefit aessistance
. wn@ including unemployment ceompensation (UC), and to datect
ritimate eclaiming of tax examptions, appropriate legislation
1 b8 enacted to permit iaformation sharing botweon ACF, IRS,

;, state agencles adminigteriny welfsrs assistance programs
dvding food stamps, and the State Employment Socurity
Jdnistraticns (SESAs). i


http:sbari.ng

e i3 TR T4 SSA/0LCA WeSH, , D0 FAX NO. 2026905845

P. 04

. Jnteragency work group including members from ACF, S8A, 1IRS,

H

C

%

USDA and States repreasentativez should be convened to

"3z and develop logislative specifications which would permit
_ater matching and information sharing for:

The Clearinghouse to access tha SSA enumeration files to
vilidate all 8SNs reportad by the State IV-A agency for
rneiplents receliving benefits assistance,IV-D agencies for
son-gustodial parents, SESAs for all individuals who worked
during the previous quarter, and employsrs for new hires;

The Clearinghouse to extract epnployment records from SESAs
v maintain its Enmployment Reglistry to support wage

v izhholdings for c¢hild support, to detect untreported
cployment for individuals receiving welfare sssistance, and
Lo provide data for longitudinal analysis to assasgs the
c{factiveness of various training programs on the length of
+nd wage level of employnment;

Tne SEBAS to sccess the new hires data collected by the
vigaringhouse to detect unreported employment for
individuals receiving UC payments;

ftate agencies adnministering benafit assistance programs to
. staln from the IRS the earned income data for inconme
arifications; and

128 to receive welfare participation data and child support

- elinguent payment information to detect taxpayers who
ilegally claimed EITC benefits and other depondent
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. Mational Clearinghouse

o
“ian

-nsure efficient location and enforcement for child suppoert,
sicularly in Interststa cases, and to support critical welfare

~rm indtlatives, a National Clesringhouse will be established.

~ mindmum, the Clearinghouse will maintaln four data

irtries: the National Employmsnt Registry, the National lLecate
‘riry, the Kational child Support Registry and the National
»-3 Recelpt Reglstiry.

. Recelpt Registry will maintain the official two yvear time
¥ for the Btates to operate the time-limited welfare
~Lance program. States will be reguired to:

wransnit a computer transaction rscord to the Clearinghouse
when:

1) A case is approved or closed for assistancs;

Z) A person's status in JOBS-Prep, JOBS or WORX changes;

3} An individual is granted an exemption or extension te
the 24~month time-limiy;

{4} An individual is being sancticned for non-¢ompliance
with the c¢child support, JOBS or WORK reguirements; and

{5} An adjustment is made to the time-linmit as a result of

haaring or State administrative actiens.

when processing a8 new applicatieon, acceas the Clearinghouss
to obtain the applicantis previcus progran participation
nigtory and the number of nonths remaining for the tine~
‘imited aseistance to determine the eligibility and duration
oL time for raceiving benefita. In addition, if tha
individual is in a sanction status, the benefit amount
should be adjusted accordingly.

tienale

vime~limit is to be computed on a cumulative bazis regardless
» the individual resides. Since recipients often move fronm
~to-State, a cantral repository of program participation
s2 maintained to ensure that no ons receives asgigtance
.+ it8® axcaeding the 24 month limit.
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Will the States be abls to provide the Information
after the reform programs become opesrational?

A list of minimum data elemants reguired to suppert the
time~limit program has bean developsd. Based upon our
preliminary analysls, we believe that all Etates should
be abla to modify thelxr current systems (AFDC or JOBS)
o provide the needad data to the Clearinghsuse. To be
detersined is the timaframe in which States will be
able to provide the data.

Wa should begin a dlalogua with States to gat feedback
about the propesad minimum data elements, degrse of
systen impact, and the lead time required for system
nodification.

what will be the reporting alternative for States which
were unable to proevide the minimum data elements
roguired for tlme~limit enforcement?

Wa should legislate the requirement for States to
raport to tha Clearinghouse. Should 3 State be unable
to provide the minipum data elements, we will negotiate
an alternative reporting mechanism.

Who should assumo the responsibility to resolve
discrapancies for the numder of months remaining for
eligibility, 1f the applicant disagrees with the
information supplied by the Clearinghouse?

Option One

The State handling the spplication would take the
responsiblility in reselving the conflicts by contacting
othar States whare the client had previcusly rescideg.
If the findings ware differant from the information
wmaintained in the Clearinghouse, the State would send a
transsction to the Clearinghouse for adjustment.

Optios Two

Tha ACF will staff the Clearinghouse with parsonnel
dedicated to reselving conflicting data,

In addition to baing the ofricial time clock, should

the Clearinghouse be designed to ba capable of -
producing critical managenment informstion (in liesu of
States reporting) to permit agsessment on the States
parforrance.

Clearinghouse could accompodate additional data
alemente which could provide significant management

z
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information and yet with a minipum eoperational impact.
We hava developed a list of desirable data elenments
based upon preliminary discussions with members of the
Poarformance Measurenenis Group.

¥e envision that the ultinate decisicn on tha nusber of
data elements te bhe carried by the Clearinghouse will
be based upon two main factors, costs and privacy
concerns.

Most data slements (e.g., JOBS-Prep reason codae) in the
list can be accommodated with no or a mininum cost
{apact on the cperations of the Clearinghouse or the
State systems. A fow slements (&.¢., dependent data)
would have significant cost implication. Some @lenenis
{a.¢., race code} which have very minor impact on costs
may be controversial however, becausa ¢f the perception
of creating a “bi?vbrather“ federal system. Followving
exanples are for iliustration purposes only:

{a} <Capturing the JOBRS~Prep reason code {&8.¢.,
illness, incapacitation, advance age) would allow
the Clearinghouse {0 compute totsl number of
individuals in the JOBS-Prep program to ensure
that the percantage does not exceed the 5% or
whatever is specified in ths statute.

{%) Capturing the reason code for an individual
receiving time-linit extension would allow
Claearinghouse to compute nunber of Iindividuals whe
are in time~limit extension ptatus as a pesult of
State's inabllity to provide the services
specified in the employahility plan. I would
alss ensure that the percsntags of individuals who
arﬁ in time limit extension status is below the
10% cap.

(¢) cCapturing tha WORK status code 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 Segretary; and to ensure that
the nurber of individuals whe are on walting lists
and performing voluntary cemmunity work, doss not
excoéad the cap set by tha Sscratary,

We are alsc awara that not every State will be capable
of producing those data elements immedlately. staff
analysas on individual States system capabilities are
underwvay.
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12508 83 With whon shall we work with to determine the needs of
accomnodating daesirable data elemonts to be carried in
the Clearinghouse in addition to the minimunm data
eloments required for ths time-limit support?

option One

Establish 28 work group including members from policy,
operations and program evaluation to work with the
Infornation Systems Group to determine the final list
of the data elonments to be ascommodated by the
Clearinghouse.

Option Two

The Performance Measurament Group and the Information
Systenms Group work jointly to finalize the list.

Option Thres

Biscuss and finalize the list in the 7:30-9:30 morning
spacifications meetings.

TesUs 6: Would Fedsral sanction policles beo uniformly applied to
811 States?

It iz envisionad that Faderal sanction policies will be
uniformly appliad to all States. Furthermorsg, we
assume that States cannst enact sanction policies with
ponalty provisions conflicting with Federal policies.

EXAMPLE:

A person was firgd from a WORK sssignment for the third time for
¢auge and was therefore not eligidle for cash Menefits for &
period of 12 months. The person movad to 2 different Btate twe
months after heing ganctioned, The Clearinghouse wili infozm the
Stato whery the parson now residus thst she or ke is not alligible
for benefite for another 18 months,

I380R 7: How should the Clearinghousea treat the State specific
ganction provisions?

< Option One )
The-Cladringhousa would record the information in the

registry purely for informational purpose,
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Option Two

The clearinghousa would not record State specific
sanctions.

#How should the Clearinghouse determine the amount of
eligibility earnsd back for Iindividuals who have noved
from ono State to another having a different earn back
policy?

EXAMPLE:

A porson exity welfers with 3 months ramsining oo his 24-month
elock from a State wherm & perssn ¢an vazn back up to 24 mounthe of
oligibilivy. Having worked in that State for five and a half
year, ba movad to & nev Statg and applies for asgistance, If he
would continue to etay in the samg State, ah that point, ha weuyld
anrned back 14,5 monthe of apsintance {86 torval menthg Qividod by
4),; for a tetal <f 315.5 months of eligidility. Howaver, the new
state he now recldas has opted to iimit tha number of monthe a
peraon oould asrn bask to 12 monih, If the sow State rule
32;1&3&, he would have only earned back for 12 monthe, for a total

i5.% monthe of tiigihiliby. is tho poracn ontitled to have
19.% or 15.%5 monthy eligibiiicy?

Sheuld we proceed with the etudy to deltermine the most
appropriate site and organizaticn to manage the
operations of the Clearinghouse?

In a¢¢ordanca with th@ aehaduzea in the ot

..... 114252 nent ] 2al, & contract woalﬁ 1]
iaausd to an cbjactive and not-f¢r~§rafit organization
te conduct a detallad study In Decenber, 1994 to
deternine the most cost-gffective and efficient systenms
and communicationg environment to support Clearinghouss
operations. Specifically, the study will determine:

{a8) The most cost-effegtive and sfficient computer and
network infrastructure to support needed
operations;

(P} The most appropriate organization responsible for
the establishment and cperation of the
Llearinghousa;

(¢} The nost cost-effective method for the processing
of W-4 forms for capturing the new hires data; and

(4) 7The feasibility and strategy of integrating
Government=wide initiatives (inmcluding Healthcare
Raform} to avaid overlaps and redundancies in
systemns development and gdata collactions.

The projected coaets for the study Is about $500,000.

0
e
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i.  National Clearinghouse

‘o

o ansure efficient location and enforcement for child support,
particularly in interstate cases, and to support critical welflare
roform initiatives, a National Clearinghouse will be establizhed.
At a mpinipum, the Clsaringhouss will maintain four data
registries: the National Employment Registry, the National Loceate
Registry, the Natlonal Child Support Registry and the National
Waelfare Receipl Registry.

The Receipt Registry will maintain the official two year time
clock for the States to operate the time-limited welfare
agsistance program. States will be required to:

{a) transmit a computer transaction record to the Clearinghouse
whert

{1y A casze is approved or closed for assistance;
{ {2) A person'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

{3) An adijustment 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 aszistance 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~linit is to be computed on a cumulative basis regardless
where the individual resides, Since recipients often move from
State~to~8tate, a central repository of program participation
wust be maintained to ensure that no one receives assistance
benefits exceeding the 24 nonth limit,

g)



ISBUE 1:

IBBUE 2:

IBBUE 3:

THSUE 4:

will the States be able to provide the information
after the reforn programs become operational?

A list of minimum data elements reguired Lo support the
time~limit program has been developed. Based upon ouy
preliminary analysis, we beliesve that all States should
e akle to wodify thelir current systems (AFDC or JOBS)
to provide the needed data to the Clearinghouse. "To be
determined is the timeframe in which States will be
able to provide the data.

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

what will be the reporting alternative for States which
waere unable to provide the minipum data elements
regquired for time-limit enforcement?

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

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 the Clearinghouse?

Cption One

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

Option Two

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

In addition to being the official time clock, should
the Clearinghouse be designed to be capable of
producing critical management information (in lieu of
States reporting) to permit assessment on the States
performance,

Clearinghouse could accommodate additional data
elements which could provide significant wmanagement

2



information and yet with a minipum operational impact.
We have developed a list of desirable data elements
bazed upon prelinminavy discussions with menmbers of the
Parformance Measursemants Group.

He 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 privacy
concerns.

Most data elements {e.g., 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 clements {e.g., dependent data)
would have significant cost implication. BSome elements
{e.g., race code} which have very minor impact on costs
may be controversial however, because of the perception
of creating a Ybig-brother" federal system. Following
examples are for illustration purposes only:

{(a) Capturing the JOBS~Prep reason code {(e.g.,
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.

{by 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 employablility plan., It would
also ensure that the pergentage of individuals who
are in time 1limit 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 assignments created by
a State to ensure that it meets the minimun
standards set by the Secretary; and 1o 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 not every State will be capable
of producing those data elements immediately. Staff
analyses on individual States system capabilities are
underway.



IBBUE 5@

IB8VE &:

ISSUE 7:

with whom shall we work with to determine the needs of
accommodating desirable data elements to be carried in
the Clearinghouse in addition to the minimum data
elements regquired for the time-~limit support?

tption One

Establish a work group including members from pelicy,
operations and program evaluation te work with the
Information Systems Croup to determine the final list
of the data elements to be sccommpdated by the
Clearinghouse.

Gption Two

The Performance Heasurement Croup and the Information
Systews Group work jointly to finalize the list,

Option Threes

Discuss and finalize the list in the 7:30-9:30 morning
specifications meetings.

would Federal sanction policles be uniformly applied to
atl 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.

EXANPLE:

A person wag fired from a2 WORK apaignment for the third time for
vauge and wag.thovgliqre not eligible for cash benefite for a
pericd of éﬁfﬁg;&&gfﬁ The persen moved to a different State two
monthe afe fig sanctioned. The Clearinghouse will inform the

State whare the person now regsides that sha or he la not aligible
for banefits for another 10 months.

How should the Clearinghouse treat the State specific
sanction provigsions?

Option One

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




IBgug 8:

THBUE 9:

option Two

The clearinghouse would not rescord State specific
sanctions.

How should the Clearinghuvuse determine the amount of
eligibility earned back for individuals who have moved
from one State to another having a different earn back

policy?
EXRMPLE:

k porson axite wslfare with 3 months remaining on his Zé-month
elock from o State where a pecscs can earn back wp to 24 monthe of
vligibility, Having worked in that State for five and a half
year, ho moved to a new State and appiles for ssgistance. If he
would continue to satay in the omme State, at that polint, he would
earned back 156.5 montha of aszlotance {66 votal menths divided by
43, for s total of 19.5 montha of eligibility. Howaver, the new
State he now rosides has opeed to limit the number of months a
porson could earn back to 12 month. If the new Stats rule
appliss, ha would have only sarnod back for 12 sonthe, for a total
ef 15.5 monthe of eligibility. Ia the parson satitled to have
i8.5 or 15.5 months of eligibility?

Should we proceed with the study to determine the most
appropriate site and organization t¢ manage the
operations of the Clearinghouse?

supn ifor Proposal, a aantract waul& be
iSﬁa@d to an abjaative and not-for-profit organizatien
to conduct a detailed study in Decesmber, 19%4 to
determine the most coste-cffective and efficient systems
and communications envircnment to support Clearinghouse
operations. Specifically, the study will determine:

{a} The most cost~effective and efficlient conputer and
network infrastructurs to support nesded
oparations;

(k) The most appropriate erganization responsible for
the establishment and operation of the
Clearinghouse;

{c} ‘The most cost-effective method for the processing
of W-4 forms for capturing the new hires data; and

(@} The feasibility and strategy of integrating
Government-wide initiatives {including Healthcare
Reform) to avoid coverlaps and redundancies in
eyvgtens development and data collasctions.

The projected vosts for the study ig about $500,000.



2.  Biometric Identification ~
Vigion

An individual could apply for and receive multiple Social
Security Numbers by presenting falss ldentification documents.
Therefore, it is possible that one could raceive multiple
assistance benefits by submitting fraudulent applicetions under
dirferent Socisl Security Numbers. . It is desirable to conduct a
study to assess the severity of multiple enrollments in the
current AFDC program.

Biometric identification such as fingerprint, retinal scanning
and hand geometry recognition has been proven to be the most
secure identity authentication methed.

Los Angeles County began its fingerprint identification system
for its Gensral Relief program in 1991, It was estimated that
5.54% 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, naither study actrally interviewed the
participants who were terminated for their refusal to provide
fingerprints to understand the reasons why. <{onseguently, the
percentage of participants who actually received multiple
aggistance payments is unknown.

approved undey section 1118 of the Sprial Security Act Los
Angeles will soon expand the fingerprint identification system to
include the AFDC population for a pericd of 3 vears.

Representative Lazio (R-NY) introduced a bill (H.R. 3727) in
Janpuary, 1894 reguiring the Secretary of Health and Humnan
Services to conduct a study of the feasibility of using biometric
devices to verify the identity of perscons applying for AFDC
menefits.

We recommend that HHS 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 suppert a fingerprint

demonstration project for two adjacent cities in two different
States to assess the interstate multiple enrollments problenm.

&



3. Standard Computer Interfaces and Electronic Data Interchanges
Yigion

According to & GAO survey, there are 125 Federal prograns
spending over $16 billion annually providing employment “and
training services. Although the State IV-A agency will have tha
viltimate administrative responsibility in managing both the JOBS .
and WORK programs, it is envisioned that many States will manage
the program through JTPA, Department of Education or privats
vontractors. Since most of the service programs ara »anaged in a
dacentralized environment, seoamless communications infrastructure
among State IV~A agency and lts JOBS and WORK services providers
will be needed to ensure that ra) redundant data collection is
avoided at various application intake points; (b) proper services
are rendered; (¢} the culcomes are meeting the intended goals and
objectives; and (d) the State is able to provide the reguired
data to the National Clearinghouse.

BOL, DOE and HHE [(and perhaps’industry represgsentative) need to
work jointly in developing:

{a) Computer interface standards to specify the "hand-shake"
procedures to ensure communications between computers of
different hardware architecture and operating system; and

(b} Standard electronic data interchange (EDI): transaction
gefinitiong for: (1) the sharing of assessmaent of skill
levels, service needs and achievement obiectives; (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 (%) financial transactions
asseclated with budget preparation and expenses accounting.

4. Information Sharing Between Federal and State Agencies
iSiQ

To further stem fraud, waste, and ebuse in all benefit assistance
programs including unemployment compensation (UC), and to detect
Illegitimate claiming of tax exemptions, appropriate legislation
will be enacted to permit information sharing between ACF, IRS,
S84, State agencies adpinistering welfare assistance programs
including food stamps, and the State Employment Security
Administrations {SESAs)}.
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An interagency woerk group including membera from ACF, SB5A, IRS,

DOL, USDA and States representatives should be convened to

discuss and develop legislative specifications which would permit
computer matching and information sharing for:

{a} ‘The Clearinghouse to access the SSA enumeration files to
validate all S8Ns reported by the State Iv-A agency for
reciplents receiving benefits assistance,lv-D agencies for
non-sustodial parents, SESAs for all individuals who worked
during the previous guarter, and employers for new hires;

{b] The <Qlearinghouse to extract employment records from SESAs
to maintaln its Employment Registry to support wage
withholdings for child support, to detaect unreported
employmant for individuals receiving welfare assistance, and
to provide data for longitudinal analysis to assess the
effectiveness of variocus training programs on the length of
and wage level of employment;

{¢] The SESAs to0 acctess the naw hires data ¢ollected by the
Clearinghouse to detect unreported employment for
individuale receiving UC payments;

{d} State agencies administering benefit assistance programs Lo
obtain from the IRS the garned income data for income
verifications; and

{e) IRS to receive welfare participation data and child support
delinguent payment information te detect taxwpayers who
illegally claimed EITC benefits and other dependent
exenptions.
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IMPROVING GOVERNMENT ASSISTANCE

A, RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

» The rationalization and simplification of assistance programs iz something of the holy grail of welfare

reform--always sought, never realized. The reasons are many.: different goals of different programs,
varied constitiencies, Departmental differences, divergent Congressional commistee furisdictions, and
the inevitable creation of winners and losers from changing the status quo. Yet everyone agrees that
recipienis, administrators, and waxpayers are all losers from the current complexity. Below are
several proposals for reform. The proposals do not make substantliol changes in program structures.
Rather, the propasals achieve simplification by streamlining administrative processes and by
conforming program ruies between the AFDC and Food Stamp programs. The proposals modify
existing rules thar creatz unnecessary complexity and confusion for program adminisiratory and
recipients.

1. FILING UNKY

Under current faw, the AFDC filing urit must consist gf a needy deprived child, itz natural or
adoptive parent(s), and gll natural and adoptive brothers and sisters Gincluding half broshers and .
sisters} who are living together. The unit's income and resources are used o determine eligibility and
the amount of payment, A stepporent Is treated the same as a narural or adoptive parent for filing
unlt purposes in seven States  (Nebrasko, New Hompshire, Oregon, South Dakota, Utah, Yermont,
and Washington), These States have laws of general applicability which hold the stepparent
responsible for the children to the same extent a5 a natural or adoptive parent. Iy gif other States,

the stepparent’s needs are not included in the unit and histher income, after certain disregards, are
considered avgilable to the unit members.

If there Is no parent in the home, then another non-legally responsible relarive with whom the child is
living muay, at histher option, join the unit and be assisted. Additionaily, States may exercise the
pption of including other individual(s) living in the home as an essential personis}. The essential
person’'s income and resources are used to deterntine eligibility and ampunt of payment,

Certain parents and siblings are excluded from the unit: itlegal and sponsored aitens, recipients of
S84, foster children, and individuals ineligible due 1o lump sum income,

{A)  UP Provisions
Qurrent Law
The Social Security Act ar section 407(a) and 307() timits AFDC eligibility for mw;mrem Jomities 1o

those where the principal wage earner is unemployed, and has worked &ix of the last 13 quarrers.
“Unemployed” is defined in regulations as working less than 100 hours in @ month,
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Drafting Specs
Altow states, at their option, to eliminate the special eligibility requirements for two-parent families

(i.e. the 100-hour rule and the work history 1est). Remove the sunset provision that calls for the
termination of AFDC-UF in 1998 and make it a permanent program.

Rationale

Some of the arguments for removing the additional eligibility requirements are that eliminating them
world,

# remove the remaining vestiges of the AFDC marriage penaity in whicfz single-parent families
have ¢asier access 1o bengfits than married couples;

* . improve horizontal equity by treating disadvantaged chiidren the same Irrespecilve of whether
they live with onz or two parents;

» encourage work, as the current rule Himiting labor market attachment would be incongruous in
a new transitional welfare program that emphasizes work;

. eliminating these special rules would also enhance the simplicity of the system; and,

finally, a number of States have sought walvers in this area,
Cost; Under Development

{n Essential Person Provision

Curremt Law

The Social Security Act at section 402{a)(7) and the implementing regulation at 45 CFR
231.20(a}{2)(vi) permit States, at their option, 1o include in the AFDC grant bencfits for essential
persons. Such individuals are not eligible for AFDC in their own right, but thelr needs are taken into
account in determining the bengfits payable to the AFDC family because they are considered essential
10 the well-being of an AFDC recipient in the family, Twesty-two States curremly include the option
as part of their respective State plans,

Drafting Specs

Limit the kinds of individaals that 2 State may identify as essential to individuals providing at least
one of the following benefits or services to the AFDC family: (1) child care which enables 3 caretaker
relative to work full-time cutside the home, (2} care for an incapacitated AFDC family member in the
home, (3} child care that enables a carstaker relative 1o attend high school or GEI classes on a fuli-
time basis, {(4) child care not to exceed two months that enables 3 caretaker relative to participate in
employment search or another work program, and {§) child care that enables a caretaker relative to
receive training on a full-time basis.
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Total AFDC Savings: $21.5 million

Federal AFDC Savings: $11.2 million

Faod Stamp Cost: $ 6.2 million
Kationale

The Social Security Amendments of 1967 provided ¢ specific standory base for on essential person
policy. This policy has two aspects. First, States are permiited to specify those individuals who can
be considered essential; second, States must permit the AFDC family to have the final decision as to
whether such individunls are In foct essential.  Under this policy, States are nor reguired to identify
the benefits or services that these essential persons must provide,

In 1989, this pohcy became contentionus. Based in part on an OI0 review of cerain Siate pmcrices
(most notably in New York), our-pradecessorvyrgambention, the Family Support Administration, p¥der e %/ fi’ Z l"}'
published final regularions which limited State authority to desermine categories of individuals who

could be considered s essential to the family, These regulations preciuded States from covering

individuals who did rot prowde an essential benefit or service to the fomily. {(The permissible

categories are the five sHGEm ptinsed ghove.) However, in 1990 the district cowrt for the Eastern

District of Pennsylvania in Yance v, Sullivan and the district court for the District of Maine in
McKenney v, Sullivan held that these regulatory fimitations conflict with section 402{al7)(A} of the

- Social Security Act. The courts interpreted this section as providing States with the authority 1o

identify in thelr State plans the categories of individuals who may be recognized as essential persons,

These judictal decisions were not appedled. Consequently, the Departmeni revoked the 1989

regulations and reinstated the prior policy. In arder 10 curtail or limit the use of the essential person

policy, a stasutory amendiment to section 402{a}{7}{A) is necessary.

2. APPLICATION ISSUES

Current Law

The Food Stamp Act reqidres the use of a simplified, nutional form or an approved substiture
containing specific content requirements, including rights and responsibilities. A combined
application for public assistance households and general assistance households is required, Under the
AFDC program, States are free 1o design the application form that will be used and to prescribe how
o notify applicants of their rights and obligations.

Visign
To provide appkcamx with one, sim s g
Sfoud stamps, Expedited prmssfzzg wzif be pmv:ded ﬁ??‘ fam:i:es in emergency need sitwations.

Tzibility will be deiermined within identical time frames in both programs for both expedited and
normaf applications: Flexibility will be given to States for scheduling appointments and verifving
informarion. {See Bl for regulatory specifications)
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Drafting Specs

The Food Stamp statutory and regulatory provisions mandating the use of a nanonaz ssmp!:ﬁed form
or approved substitute would be repsalsd.

Costs Under Development

3, OFPTIONAL RETROSPECTIVE BUDGETING
Current Law

For the AFDC program, the Social Securify Act permits States 10 use retrospective budgeting only for
the categories of families required to monthly report.  The Food Stamp Act permits States to
retrospectively budget cases that are not required so monthly report.

Drafting Specs

Amend the Social Security Act at section 402(a}(13} to delete the clause "but only with respect to any
one of more categories of families required fo report monthly 1o the State agency pursuant to :
paragraph (14},". This technical amendment will make retrogpective budgeting optional for States
without regard to whether families are required to monthly report. -

Rationale

Alowing States to use retrospective budgeting withowt requiring cases o monthly report will foster
consistency between the AFDC and Food Stamp progranss, and will give States greater flzxibility to
administer their progroms.

Savings: Negligible
4. RESOURCES
(A) General
Current Law

The Social Security Act and implementing regulations se: g $1,000 timit {or a lower timit or State
option} on the equity value of resources that a family may have and be cligible for AFDC. Excluded
Jrom consideration as countable resources are the home owned and occupied by the family; an
automobile witk g maximum equity value of $1,300 {or a lower Limit at State option), bona fide
Juneral agresments with o maximum equity value of $1,500 for each family member {or lower limit set
by the Staee); one burigl plot for each jamily member; and real propersy for a period of § consecutive
months for 9 consecutive months at Staie option) which the family is making a good faith effort to

sell. Under certain conditions, Stures may establish rules regarding rransfer of resources

in order 1o obrain or retain eligibility,
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The Food Stamp Act and implementing regulations set a $2,000 limiz {or $3,000 for a household with
a member age &) or aver) on the value of resources a hausehold may have and participare in the
program. The Act does not specify how the value of resources is 1o be determined, but provides for
uniform netianal eligibility standards for income and resources, Siate agencies are prohiblied from
imposing any other standards of eligibility, Househnlds in which each member recelves AFDC, 55i,
or general assistance fron certain programs do not have 1o pass the food stamp resource clglbillty
tese. Regidations exciude from resources the value of one burial plot per family member and the cash
value of life insurance policies. Also excluded is real property which the household is making a good
Juith effort io seil at a reasonable price and which has not been sold.  There is no specific exclusion
Jor burial plany (funeral agresmentsl, Any amownt that can be withdrawn from a funeral contract
without ant obligation 1o repay is counted as a resource.

Food Stamp faw prohibits the rransfer of résources within the 3-month period prior o application. A
Aousehold that knowingly transfers resources for the purposes of qualifying or attempting 1o qualify

. for food stamps skall be ineligible to participate in the program for a period of up to one year from
the date of discovery of the transfer. .

Vision

Both the AFDC and Food Stamps programs serve similar needy populations. Yet, because the rules
Jor treaiment of both the amoures amf cazegories of resources are different in each program,
FESOurCes that meet one program’s requirement can result in ineligibility under the other.
Both programs have substansially different rules for evaluating the resources of that needy group,
Jorcing welfare administrators 1o apply different program ndes to the same resources In the same
family.,  The following legislative proposol would reduce the current aibministrative complexity and
- confusion for welfare administrators end reciplents by providing uniform treatment of assets where
appropriate,

Deafting Specs

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

(1} Resgurce Limits:

fa) Option 1: Incraase the AFDC resource limit to $2,000 (or $3,000 for a household with a
member sge 60 or aver) to conform to the Food Stamp resource {imit
A ————- - —

NOTE: Indexing was considered hut was eliminated becanse of the projected
high cost to the Food Stamp Program.

Total AFDC Cost: $85.8 million
Federa! AFDC Cost: $47.5 million
Food Stamp Savings: $28 million
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(b} Option 2; Provide States the option of raising the general resource limit to $2,000(0r
$3,000 for & household with 2 member age 60 o over),

Total AFDC Cost:  $57.2 million

Federal AFDC Cost:  $31.7 million
Food Stamp Savings: $16.7 million

2) Regourge Exclusiong:

(a) Burial Plots; Propose legislation to amend the Social Security Act o wially exclude one
burial plot per family member t conform to the Food Stamp policy, .

Cost:  Negligibie

(b) Fungral A 3 Ans Pw;wse legisiation to both the Social Security Act
andd the Feod Sfamp Act to wtaliy dmregard one funeral agresment per family member,

Cast:  Noegligible

(c) Real Property: Propose legislation to amend the Social Security Act to exclude real
property which the AFDC fansily is making a good faith effort to sell at a reasonable price
and which has not been sold, @ conform w the Food Stamp policy.

Cost:  Negligible

{dy Ca rrend lue of Life rance Policies: Propose legislation to amend the Social
Security Act to totally exclude the cash surrender value of life insurance policies under the
AFDC program to conform to the Food Stamp policy.

Cost: Negligible

&) Transfer of Resources: Propose legislation o provide that 3 household that knowingly u/ﬁ
transfers resources for the purpoeses of qualifylng or attempting 1o qualify for AFDC shall be '
ineligible for benefits for a period of up to one year from the date of discovery of the

transfer. This proposal conforms to the Food Stamp policy.

-

Cost: Negligible
Rationale

Tha administrative complexity that exists in applying certain reseyrce requirements in the AFDC and
Food Stamp programs witl be greatly reduced under the proposed changer, Welfare administrators
will be able to apply the same rules i the same resources for the same fomily. These conforming
changes achieve simplification by streamiining the administrative processes in both programs.
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{B) Asset Aocumulation
Curgent Law

The Social Security Act and implementing regulations set g 31,000 limit {or a lower limit ot Siate
option} on the equity value of resources that a family may have and be eligible for AFDC, with only
Hmited exclusions,

The Food Stamp Ace and implementing regulations set a $2,000 limit for 33,000 for a household with
a member age 60 or over) on the value of resources a household may have and

participate in the Program. Section 13925 of Pub, L. 103-66 of the Omnibus Budger Reconciliation
Act provides that the Secretary of Agriculture shall conduct, for a period not 10 exceed 4 years,
projects o test allowing not more than 11,000 households nationwide o acciumidute up to 310,000
each in excluded rezources. Inese Giseis are Jor Taier EXperaitures Jor a purpose directly related o
improving the education, training or employability finciuding self-empioyment) of household members,
Jor the purchase of a home for the household, for a dwzzge in the household's residence, or for
making major repairs to the household's home,

Vision

Welfare reform should include strategies 1o test the notion that one way out of welfare for some peopie
is through empowering them to start their own businesses and encouraging them to save their
earnings to builld for the future, During the campaign, the President endorsed the idea of helping
welfare recipients help themselves by proposing to increase the number of microenterprives and
esiablish Individual Development Accotnts {TDAs). - These legislative proposals would promote self-
sufficiency by encouraging recipients 10 qccumudate savings, assets and start their own businesses.

An ID4 s on optionad earnings-bearing, tax-benefitted trust account in the name of one person. An
IDA would be held in a Hivensed, federally-insured finoncial instindion. Withdrawals can be made
Jrom the accownt only for designared purposes. For example, withdrawals could be made for a first
home purchase, post-secondary education {college/long-term training), or business development
fmicroenterprises). There would be penalties for non-designated use of the accouns. Participant
eligibility would be determined by the State agency using broad Federal guidelines.

Drafting Specs

The Department of Treasury will amend the tax laws to allow for the development of IDAs., Amend
both the Social Sseurity Act and the Food Stamp Act to allow the asset Nmit to be increased 1o
establish IDAs and demonstration projects which test the effectiveness of different levels of resource
accurmulations. The resource limit would be increased 0 $10,000 for purposes of the 1D As. Under
both options, funds in an IDA will be disreparded for current FeCipients and former recipients who
reapply within twelve months of feaving the rolis.

1ISSUE: Shauld 1D As be created and defined in the tax code as u natienal initiative, or be
limited to only the AFDC and Food Siamp Populitidns via chanpes in the SSA
and FSA?

fos
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Authorize the Treasury Department to implement national IDA programsg to encourage
low income individuals 1o save for specific purposes that promote self-sufficiency.
Amend the Social Security Act and the Food Stamp Act to exclude from resources up
1 $10,000 placed in IDAs (and any interest earned),

(3} Lump sum income: Non-recurring lump sum income would not be couated, for
AFDC and Food stamp purposes in the moath af receipt or the next following month,
if put in the IDA,

(b3 There would be no limit on the number of 1DAs eligible members in a family may
have. However, the total exclusion per family would not exceed $10,000,

1aliies for non ated pse of IDA: The penalty would be 10 percent of the
amwnt w;thdram f{)r each zz{m-éeslgnated withdrawal. The penalty would @
applicable as long as the IDA was in affect.

Total AFDC Cost: $7 million
Federal AFDC Cost: %4 million
Foaod Stamp Cest:  Under Developruent

Amend the Social Security Act and the Food Stamp Act to allow States to exclude
from resources up 10 $10,000 placed in 1D2As (and any interest earned),

(2) Lump sum income: Non-recurring lump sum income would not he counted, fot
AFDC and Foad stamp purposes in the month of receipt or the naxt following month,
if put in the IDA,

(b) There would be no fimit on the number of 1DAs eligible members in a family may

- have, However, the total exclusion per family would not exceed $10,000,

{c) Penalties I i e of IDA: The penalty would be 10 percent of the
amount mzhdrawn fm‘ each nnn-dcstgnzzed withdrawai, The penalt} would be
applicable as fong as the IDA was in affect.

Total ARDC Cost:  $5 millien
Federal AFDC Cost: 33 million
Food Starmp Cost:  Under Development

iDAs and other setasides provide welfare recipients the opportunity to be entreprengury in the private
sector and accumulatz savings for specific purposes. This approach promoies self-sufficiency by
empowering them 0 siart their own businesses and encouraging them to save money they earn 10
butld for their fature.
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{C) Microenterprise (Seif-Employment)
reent Law
Resource Exclusions

Under Federal AFDC policy, except for real property, States may disregard for AFDC purposes
income-producing property {as defined by the State) of self-empioyed individuals, States may aiso
disregard Income-producing property owned by a recipient who is not currently employed, but who the
Stare reasonably expecis to return to work, Federal regulations at 45 CFR 233.30(a}{(3)(xxi} require
that Stares disregard, for AFDC purposes, bona fide loans from any source for any purpose that meet
the criteria sex out in the State Plan,

Section S(g}2} of the Food Stamp Act and implementing regulations at 7 CFR 273.8(e}(4). {5}, {4),

{95, {15} and {16} exclude "property which annually producey income consistent with its fair market

value; property which is essentiad 10 the self-employment of o household member; installment contracts
Jor the sale of landy and bulldings, if the comract ... is producing Income consistent with fait market

value, resources.. of.. self-empioved persons, which has beent prorated as income;” non-liguid assets

with Hens resulting from business loans; and real or personal propersy that is needed jor maintenance
. of certain vehicles. '

fin
ISSUE 1: Should microenterprises be Hmited on the basis of their net worth and/or pumber
of employees?
ISSUE 2: AFDC State apencies would determine the timeframes for the resource exclusion

on the basis of the recipient’s or applicant’s approved business plan, which would
be developed in accordance with the State criteria. Should this method of
moniforing microenterprises apply to Food Stamp only houscholds also?

{1} Require the AFDC and Food Stamp programs to disregard from resources of applicants and
recipients any portion of the net profit of the microenterprise necessary to fulfill the business
plan, The period of time for the exclusion wounld be determined by the State agency on the
basis of the approved business plan, which would be developed in accordance with criteris
establighad. by the State. States may count establishing and participating in a micrognterprise
a3 fulfillment of the JOBS reguirements,

NOTE: Food Stamps disagrees with the@
Proposed Resource Changes

) Ameed the Social Security Act to conform to the resource exclusions under the Food Stamp
Program. AFDC regulations would be revised to exclude:

{a) propeay which annually produces income consistent with its fair market value;

9
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(b) property which is essential to the self-enployment of a household member;

{c} installment contracts for the sale of lands and buildings, if the contract iz
producing income consistent with fait market value;

{d) resources of self-employed persons, which has been prorated as income;
{¢) non-liquid assets with Hens resulting from business loans; and
(f) real or personai property that is needed for maintenance,
(3} Amend the Food Stamp Act to exclude business loans from rescurces.
Ratiopale
Ciarrent AFDC policy does not permit funds necessary for the operation of a microenterprise tp be
. excluded separately from the general $1,000 resource imit, This restriction discourages reciplents 4
from establishing small businesses. By exponding the microenterprise resource exclusions, 3‘”
microenterprise owners will be able to set aside sufficient liguid resources to operaie the business.
Caost:  Negligible
5. INCOME ISSUES
Viei
Federal laws or rules frequently disregard a part or the total income of applicants and recipients in
determining eligibility and benefits for assistance programs, Often, the sume income is treqted
differestly in the AFDC and Food Stamp programs. Such differences are incomprehensible to

recipients and difficuit to administer.

Our goal is to adopt uniferm equitable Income disregard policies for the AFDC and Food Stamp
programs whick are easy 10 undersiand, simple to administer and promote work and education.

{A}) EARNED INCOME DISREGARDS

Drafting Specs:

(i Require States to disregard 2 miniroum of $120 in earnings, indexed for inflation in rounded
mcrements of $10, /

& States will have the option to establish their own disregard policies on income above this
amount. Additionally, States will have complete flexibility in establishing fill-the-gap policies
{i.e., States will bave the flexibility to determine which types of income should be considered

10
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in developing a fill-the-gap policy, such as child support payments, stipends, ete, in addition
to earned income).

{33 The AFDC $50 pass-through of child support payments will also be indexed for inflation in
rounded $18 increments. States will bave the flexibility to pass-through additional child
support payments above this amount,

Phase-in: FY 1997

Total AFDC Cost:  Under Develapment
Federal AFDC Cost: Under Development
Food Stamp Cost:  Under Development

{B:  Treatment of Lump Sum Income

Current Law

Under Section 402{a){17) of the Social Security Act, non-recurring tump sum income s considered to
be available to meet an AFDC family's current and future needs. If the assisiance unit’s countable
income, because af receipt of lump sum tncome, exceeds the applicable State need standard, the unit

- iy ineligible for a period determined by dividing the total countable income 4’“ Including the £z¢mp yen}
by the need standard.

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

Drafting Spees
For applicanmts and recipients:

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

A Amend both the SSA and FSA to disregard as resources, for one year from the date of
. receipt, non-recurring ump sum payments that are réimbursements for past, current or futurs
costs or wre intended to cover the cost of repairing or replacing asseis.

%} Amend both the SSA and the Food Stamp Act (FSA) to disregard the amount of any Federal
or State BITC homp sum payments as resources for one year from receipl.

Rationale

Lump sum payments gre treaied completely differently in the two programs, Considerable
simplification for both the clients and workers con be achieved if the policies are consistent, Also,
current AFDC policy can result in hardship for fumilies since they are supposed to conserve the
payments 10 meet future living expenses rather than to cover debts and other costs.

11
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Total AFDC Cost: $2 million
Federal AFDC Cost:  $1 million
Food Stamp Savings: Negligible

{C Treaiment of Educational Assistance
Currem Law

Several faws address the treament of educational assistance for AFDC, Any educational assistance
provided under programs in title IV of the Higher Education Act or the Buregu of Indian Affairs must
be disregarded (P.L. 102-325, sec. 479B). A State must disregard payments made for antendance
costs.under the Carl D. Perkins Yocationdl and Applied Technplogy Education Act (P.L. 101-392,
sec. S07(a). Under AFDC rules, the State must disregard educational joans and grams that are
obtained and used for direct educational expenses, such as wition and books (233.200)(3)(iv}B;.
(Any of the educational assistance covering items in the State’s need standard is counted as income. }
Also, Siates may disregard all educationdd assistance as complementary assistance that s for o
different purpose than AFDC (233. 20{0)(3)ivil}ia)),

Portions of income received under the Job Training Partnership Act and the Righer Education Act are
disregarded in the Food Stamp program, By regidation, stch educotional assistance provided on
behalf of the household for living expenses, food, ar ciothing to the extent that the funds exceed the
costs of tuition and mandatory fees are counted as income. (7 CER 273. 9} )tv); 273(ci{3);
273(c)4); 273 M HININD): and 373. () (10)(xi).

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

AFDC Cost: Negligible
Food Stamp Cost:  $5 million

(D) Earnings of Students

g:ﬁf?§ﬂ§ iﬁgg{

For a dependem child receiving AFDC, the carned income of a fuli-time or part-time student (not
enployed full-ime} attending a school, college, or unjversity, or a course of vocational or technical
training designed to fit him for gainful emplovment is disregarded (402(a)(8)(A) of the Social Security
Act). At State option, the earned income of a dependent child applying for AFDC may also generally
be disregarded. The earnings of minor paremts attending school are not exchuded.

Effective September, 1994, the Food Stamp program will exclude the earnings of elementory or high
school studemis age 21 and under (FSA @23}, 7 CFR 273.9(c}{7).

12
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Brafting Soecs

Amend the Social Security and Food Stamp Acts to limit the disregard to elementary and secondary
students up 10 age 19 without regard to their status as parents or dependent children.

Total AFDC Cost:  §1 million
Federal AFDC Cost:  Negligible
Food Stamp Savings: $4 million

(E}  Irvegular Income

Lorrent Law

No statutory provisions address irregular income for AFDC, Rules permit States to disregard small,
nonrecurring gifts not to exceed $30 per individual per quarter {233.20(a)(330W(F).

The Food Stamp Act (Sec. S{d}{2}} requires the exclusion of income of $30 or less in a quarter per
household received 100 infrequently or irregularly to be anticipated. The exclusion does not apply
under reirospective budgering.

Drafting Specs

Amend the Food Stamp At to conform to AFDC rules io exclude inconsequential income not in
excess 330 per individual per quarter.

-

AFDC Cost: $0
Food Stamp Cosi:  Neglipible

13] Teeatment of JTPA lncome

Current Law

For AFDC, the income of a dependent child which is derived from participation: it a JTPA progrom
may be disregarded. Earned income may be distegurd for a period up io six months per calendar
year. Urearned income may be disregarded indefinitely Gection 4025a38HANV) of the S34).

Under Food Stomps, training allowances front vocational and rehabifitation programs and JTPA
earnings are excluded, except income from on-the-job training programs under section 204(5; of title

. All GIT income of individuads under age 19 and under parental control is exeluded, (7 CFR
273.9(b)(()iEii} and fv); 273, Sk tov}

Drafiing Specs

¢} Amend the Social Security and the Food Stamp Acts to disregard as income ali training
stipends and allowances reseived by a child or adult from any program, including JTPA.

il
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€4 Eliminate targeted earned income disregards 50 that the earned income from any on-the-iob
training programs or from a job will be counted after the general earned insome disregards
are deducted,
Cost:  Negligible

(G)  7Treatment of Income from Complementary Programs

Qurrent Law

Under AFDC regulations, States may disregard assistance from other agencies and organizations that
are for @ different purpese {complementary} than AFDC and do not duplicate needs elready met in the
need standard, (85 CFR 233.20(a)(3)(vil)

With specified exceptions, the Food Stamp program disregards cash donations based on need to the
househald net to exceed $300 in any one quarter from one or more charitable organizations, (FSA
51d), iy 7 CFR 273.9(8), (c)(13).

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

AFDC Saviags: Negligible
Fooud Stamp Cost:  $8

(i Supplementa! Payments

Secrion #0328} of the Social Security Act requires those States that deduct income from the need
rather than the payment standard (fill-the-gap) now and in July of 1975 to provide a supplemental
payment 1o fomilies who have less disposable income because child mpporr is paid to the child
support agency instead of directly to the family.

Food Stamps » No.such provision exists in the Food Stamp progrom.
Draftin
Amend the Social Security Act to remove this pravision,

Total AFDC Savings: $42 million
Federnl AFDC Savings: $27 million

14
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£ Treatment of In-kind Income

Current [aw

AFDC rules require earned in-kind income t0 be courted. As a maiter of palicy, States may disregard
any unearned in-kind income. If the State dects 10 count unearned indind income, the amount
counted is limited to the value of the item in the State’s need standard,

Under Food Stamps, in-kind benefits such as food, clothing, housing, produce are excluded, (F5A
Std)(l), 7 CFR 273.9(c)(1))

Drafting Specs

Amend the Social Security Act 10 require States to disregard both earned and unearned in-kind
incoms,

Total AFDC Cost:  $9 million
Federat AFDC Cost: %5 million
Food Stamp Savings: $3 miltion

6. UNDERPAYMENTS

Current Law and Policy

Section 402(0)(22} of the Soclal Security Act requires State agencies 10 promptly take ail necessary
steps to correct any underpayment. Regulations gt 45 CFR 233.20(a)(13} Hmit the Issuance of
wundderpayments (both agency and client caused} 10 current recipients and former recipients who would
be curremly eligible if the error causing the underpayment haid not occurred.  As g result of litigation,
program policy also permits States to issue underpayments (o former recipients who would no longer
be currently eligible. The amount of the underpayment is not limited by the number of eligible monihs
covered., ‘

Section 11{e)(11} of the Food Stamp Act provides thar benefiis are to be restored 10 a household

| reguesting them If the benzgfits have been “wrongfully denjed or terminated. * The period for which
benefits are restored is limited to one year prior to the date the State agency either receives a request
Sor restoration from the household or otherwise tearny thar a loss to the household sccurred. The
Food Stamp ride (7 CFR 273,17} elso prohibits the State agency from restoring benefits for a period
tonger than 12 months. The rule requires that benefits be restored even if the househald is carrently
ineligible,

Yision

To provide ciients with a rational and consistent poticy in the processing of underpayments.

15
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-Drrafting Specs

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

Kationals

Since clients are responsible for reporting changes in circumstances that affect eligibility and benefits,
a IZ-month limir on restoring lost bengfits due 10 agency error reinforces pusitive behavior., The
change aise achieves consistency between the AFDC and Food Stamp underpayment policies.
However, because the proposal represents a comraction of AFDC program policy fi.e., the
prohibition on underpayments due to client errorj client advocacy groups are fikely to object.

Total AFDC Savings: $24 million
Federal AFDC Savings: $13 million
Foad Stamp Cost: $ 7 million

1. TERRITORIES

Welfare Reform Working Group swff have mer with representatives from Puerto Rice and the other
lerritories 1o discuss recommendations relative to the operation and funding of the territorial welfare
programs. These representatives, including siaff from the territorial Congressional delegation,
recommended that we (1) eliminaie the funding cep, and {2) exiend SSI to the territories. In addition,
the representative from American Samoa believes that the territory should be permined to opperate an
Ald to the Aged, Blind, and Disabled (AABD) program and receive appropriate funding. The
representatives aiso asked that funding for JOBS, child care, and the application of the time limit be
addressed. For exampie, Puerto Rico is concerned that the two year time will be difficult to enforce
in an economy with 1§ percent unemployment.

Section 1108 of the Soctal Security Act permits the territories (i.e., Guam, Puerto Rico, and the
Virgin istands) to operate the AABLD and AFDC programs; American Somoa is only authorized to
operate an AFDC program. Funding for Child Care and Transitional Child Care is provided for
under the JOBS limir of eniitiement, If the territory elects 1o operate these programs, it must also
have a title IV-E ar Faster Care program. The territary must adhere to the same eligibility and
payment requirements ay the States. The Federol goverawment matches 75 percent of costs; however,
Junding for the territories is capped.  7he caps are 382 million for Puertt Rico, 33.8 million for
Guars, and 32.8 million for the Virgin Islands. Berween 1979 and the present, the caps were
increased once, by roughly 13 percent.

16
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To create realistic funding levels for the tervitories that are reflective of the current economy and
caseload, A mechanism that will provide occasional adjustments in funding levels will be developed
to replace the curren: burdensome method of petitioning Congress for adiustmenis.

Draftin
Continuse (o require the terrilories to operate the AABD, AFDC (including JOBS supportive sexvices)

and Foster Care progranss.  Amend section 1108 of the Social Security Act to tnerease the caps by an
additional 50 percent and create a mechanism for indexing. The territories would not be required to

Fotal AFDC Cast: 889 million
Federst AFDC Cost:  $44.3 millton

Ratignale

The number of public assistance programs funded under the current caps, coupled with only one
adjustment to these caps in 13 years, has seriously limited the territories” abilities 1o provide, let
alone increase benefits. Benefir payments above the cap are financed 100 percent by the territories,
resulting in situations such as Guam's where the Federal share §5 roughly 40 percent. Puerto Rice
reports that, since 1987, AFDC caseloads have nearly doubled from 98,000 units 1 183,000 units,
Further, beginning October, 1994, Puerte Rice will be reguired to extend eligibility 1o two-purent
Jamilies, Puerro Rico estimates that an additional 40,000 familles will be eligible for AFDC due to
this provision, If match rates were determined by formula, as they are in the States, the territories
would be eligible for higher match rates. . Increasing the caps and providing a mechanism for efficiznt
adiusemens to Hunse caps will not only continue 1o give tervitaries the atrhority 10 operate public
assistance programs but adequare means 10 do 50 a3 well (See Appendix A, Fact Sheet On The
Territories).

8. DECLARATION OF CITIZENSHIP AND ALIENAGE

Corrent Law

Section 1137(d) of the Act requires, as a condition of eligibility for assistance, a declaration in
writing by the individual (or, in the case of an individual who is a child, by another on kisher behalf)
under penalty of perjury, staing whether or not the individual is ¢ citizen or rationod of the United
Staies, and, if such individual is not a citizen or national of the United States, whether heishe is in a
satisfactory immigration status.

Vision
To bring the AFLYC program imo alignment with Food Stamps by allowing one adult member of an

applicant assistance unit to sign the declaration of citizenship or aglien status for all members of the
Uit

17
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Amend the Social Security Act by revising section HI3T)(1)(A) as follows:

(1}{A} The State shall require, as a condition of an individual’s eligibility for benefits under
any program [isted in subsection (b}, a declaration in writing by the individual (or, in
the case of an individual who is a child or 2 spouse in a two parent unit, by another
on the individual's behalf), sader penalty of perjury, stating whether or not the
individual is a citizen or national of the United States, and, if that individual is not a
citizen or national of the United States, that the individual is in satisfactory
immigration status, . »

The current requirement is administratively burdensome as it requires each adudt in the AFDC unit to
sign a separare declaration.  This proposal will aliow the adult payee or principal earrer in an

assistanee unit to declare on behalf of histher spouse and children, thereby simplifying the application
and redetermination process. This proposal would also provide consisiency with Food Stamps.

RERA

Savings: $§1 millien

I8
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B. REGULATORY REVISIONS

The effort, compromise and rime involved In making statutory revisions and amendments make the
identification of reforms that can be implemented with comparative ease through reguiatory
amendment and revision a nust.  The following proposals, while few in momber, will provide for more
timely reforms and allow States 1o of least begin to simpiify and streamline rzsmzam:e programs wiile
the broader reforms are addressed by Congress.

1. MICROENTERPRISE EXPENSES (SELF-EMPLUOYMENT)

Current Requirements

In the AFDC program, the rules (45 CFR 233. 20{a){6)(vi{B}} provide that profit from self-employment
fe.g., microenterprises) Is derived from subtracting business expenses from gross receipts. All the
earned income disregards {Section 4G2{aM8)) are applied 1o the profit the same as tncome from
wages, Allowabie business expenses are those directly related to producing goods or services.
However, the following exnenses ure not aflowed: depreciation, purchases of capital equipment,
payments on the principal of loans jor capilal assets or durable goods, personal transportarion, and
personal business or entertainment expenses. A State may designate an ohjective flot amownt or
percentage jor self-employment business expenses, bur must allow higher actuai costs,

The Food Stamp program excludes from income the cost of producing self-employment income, The
rules 273. 11 ¢a}(4)(0)} Hst the following examples of the specific costs that should be excluded: the
identifiable costs of labor, stock, raw materiad, seed and fertilizer, interest paid 1o purchase income-
producing property, insurance premiams, and taxes paid on income-producing property. The
Joliowing expenses are not excluded as cosis of doing business: payments on the principal of the
purchase price of income-producing real estate and capital assets, equipment, machinery, and other
durable poods; net losses from previous periods; and depreciation.  In addition, Federal, State, and
local income taxes, retirement monies, and other work related personal expenses (such as
transportation to and from work) are not eliowed because these expenses are accounted for by the 20
percent earned income deduction in Section 273.9¢)(2).

el 3

{3} Change the Food Stamp and the AFDC regulations to provide a deduction of the amount of
depreciation or the actual ¢ost of purchasing the asset as claimed for tax purposes, or if none
yet claimed according o State criteria,

{b) Delete current language in AFDC regulations to conform with Food Stamp rules by adding
exampies of specific costs of producing selfemployment income, such as the identiftable costs
of labar, stock, raw material, imterest paid to purchase income producing property, insurance
premivms, and taxes paid on income producing property.
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A compatible AFDCIFood Stamp exclusion for business expenses, Including o dedudtion for
depreciation or actual the actual expenses of necessary assets, would result in greater effectiveness,
clarity and efficiency in the administration of both programs. The change would encourage self-
employmens, self-sufficiency and recognize the legitimate cost of doing business. AHlowing the
eligibility worker to recognize business deductions as claims by the individual for income tax purposes
woudd simplify such calculations.

Total AFDC Cost:  $10 million
Federal AFDC Cost: $ 6 milljor
Foad Stamp Cost: 35 )

2. BOARDER INCOME
Current Requirements

Under the AFDC program, neither the statute or rules address alfowable costs of business income
received from boarders. Under program policy, a State may designate a flar amount or percentage
Jor seif-employment business espenses. However, the State mist oflow higher documented costs.

The Food Stamp Act is aiso silent on specific procedures for determining the income of households
with self-employment income from boarders, However, the House Report which accompanied the
Food Stamp Act of 1977 {H.R. 95304, page 38} indicates Congressional invent that the cost of doing
- business for boarder income be calyulated "for murposes of adminisirative ease, at a fixed rate or the
value of o monthly coupon allotment for a one-person household” for sach boarder. The report alse
indicates Congressional intent that actual costs be alfowed, but the cost exclusions from income
cannot exceed the income received.

Section 273.11{B)(1) of the Food Stamp rules provides procedures for calcudating the income received
Jrom boarders based on the legislative history contained in the Food Stamp Act. Income from
boarders includes all direct payments to the household for room and meals, including contributions to
the household s shelter expenses.  The cost of doing business is either (1) the maximum allotment
amount for a household size that is equal o the number of boarders or (2) the actual docewnented cost
of providing room and megls, if that cost exceeds the muximan allotment amount, If actual costs are
used, ondy separate and idemifiable costs of providing room and meals to boarders can be excluded.
The excluded costs cannot exceed the qmount of income received.

Regulatory Specs

Modify AFDC and Food Stamp rules fo permit States the option to allow a flut vate, a percentags, or
either the maximum allctment for a household of the same size as the number of boarders in the
thrifty food plan or the zetual documented cost, if it is higher than the allotment. The same
pracedure would be adopted for gach program.
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Ratignalg

A uniform AFDC/Food Stamp policy in calcuioting boarder Income would result in greater
effecriveness and efficlency in the administration of both programs,

Cost:  Negligible
3 REPORTING AND BUDGETING

Cne of the major complaints about the differences between the AFDC and Food Stamp programs is
that the programs use different periods to determine bengfits for the current month and require 100
much reporting of changes in circumstances. In a transitional program where more recipients may
have finctuating income, the reporting burdens on recipients, the fluctuations in benefit amounts, and
the constant need for case worker recalcudations of bengfits would impose complexity on all parties
involved.

Current Requirements
{AY  Monthiy Reporting and Budgeting Reguirements

Both AFDC and Food Stamps permit States 10 adopt monthly reporting reguirements and 1o use either
retrospestive or prospective budgeting to determine the bengfit amounts for some or afl cases. Yer
there are some differences in application. For examiple, the Food Stamp Act permits retrospective
budpeting of non-momthiy reporting cases, while the Social Security Act does not.

it pOrting « raspective | oting Syptem, families report income and other case
c:rcmzauces evefy marzzit whc:ﬂer or not @ charzge gﬁ’eczﬁag eligibility and payment amowns has
occurred since the previous month, This information, as well as any supplementary repori of @
change in circumstances, is used io determine continued eligibility and to determine the amount of
assistance based on g prior month’s income.

' ofing system, efigibility and benefit amounts are based on a projection of
income zz:zd circumszazzces that will exist in the month Jor which paymens is to be made. Fhe Food
Stamp program by regudation and statute is more prescriprive in how the estimates are to be made.
The AFDC rules are not contained in statute and provide Stares more flexibility in making the
estimate.

(B} Effective Date of Reported Changes

Both programs require families to report changes in circumstances. In AFDC, States must establish
pracedures for timely and accurate reporting of changes thar affect efigibility and amount of
assistance. Any chanpe s effective in the month it scouwrred.  Food Stamp rules allow for a tolerance
in whick a change of tess than $25 per month does not have 10 be reported and the rules governing
the effective date of any change give the recipient and agency time 1o report and act upon the change.

Z1
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) Earned Income Fenplties for Failure (o Report

Both programs impose earnad income deduction penalities when reciplents fail 1o report fimely, Under
the AFDC program the penalty is applied whenever a recipien: foils to timely report withowt good
cause, In the Food Stamp program, the penaity is applied to any portion of income the recipient
willfully failed to report. In AFDC the penaliy applies to the $90 work expense disregard, the child
care disregard and the 330 and 1/3 earned income disregard provisions. Under the Food Stamp
program, the penalty is applied by not disregarding the 20 percent earned income deduction 10 any
portion of the income that the recipient vwilfuily failed 1o report,

{D} Recertification Perind

In - the Food Stamp program, recertification of eligibility Is mandatory and must oceur every one o
twelve monihs {depending on the characteristics of the household} under specific procedural rules. In
AFDC, redetermination of eligibility must occur every six to 12 months according to Siate established
procedures. Unlike AFDC, food siamp benefits awsomatically terminate when the certification period

expires.
Regulatory Specs

Allow States to continue to use reteospective and prospective budgeting. Require recipients to timeiy
report all significant changes in circumstances affecting eligibility or the amount of assistance.
Require the State t0 make timely adjustments to benefits, both up and down, when significant changes
in income and other factors are reportod by the recipient. Significant changes in income include
getting or losing employment, promotion, permanent changes in hours worked, etc. Non-parmanent
fluctuations in-income {overlime, absence) are not considered to be significant, Overpayments would
not occur where recipients report timely and the agency makes adjustments no later than the second
month after the month in which the change ocourred, subject te notice requirsments. This option
closely conforms to current Foad Stamp program policy.

Total AFDC Cost:  $223 mitlion
Federsl AFDC Cost:  $124 million
Food Stamp Cost:  Minimal Impact

Rationale

These proposed administrative rules will significantly simplify benefit calculation procedures for joint
AFDCiFood Stamp households. By rationcalizing the procedures in benefit determination and
celeulation, workers and recipienss will benefi through less paperwork processing and time spent on
recatcidating benefits because of fuctuations in income. The rules mainoln g balance between
assuring benefits are accurntely determined by reducing the current complexiries retaining the
appropriaie fzvel of responstbilities on recipients to report information,
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4, AUTOMOBILE RESOURCE LIMIT

ufrest iremants

The Social Security Act provides for the exclusion of se much of a family member's ownership interest
in one auwtomobile as prescribed by the Secretary.  That exclusion i set by regulation ar $150Q equity
vedue (or a lower Himit set by the Stae) in one velicle with any excess equity value cownted toward
the §1,000 AFDC resource limis,

. The Food Stamp Act provides for the total exclusion of vehicles that are used over 50 percent of the
time for income-producing purposes; annually producing income consistent with thelr FMV. necessary
Jor long distance fravel for work {other thatt daily commute); used as the household’s home; or
needed ta sransport & physically disabled household member. For the following vehicles, the amount
of the FMV gver $4,500 is coursed as a resource: one per household (regardless of use); and vehicles
used for work, Iraining or education to prepare for work in accordance with food stamp employment
and troining requirements. For all other vehicles, the FMV over 34,500 or the eguity value,
whichever Is more, Is counted as a resource.

Yiston

Reliable transportation will be essential fo achieving self-sufficiency for many recipients In a time-
limited program. Because a dependable vehicle is inportant o Individuals in finding and keeping
Job, particularly for those in areas without adeguate public transportation, both the AFDC and the
Food Stamp programs need o conforming automobile resource policy that supports acquiring reliabie
vekicles. This proposal would simplify the aatomobile resource policy by conforming the program
rules and reducing the unnecessary complexity and confusion for program administrators in both
programs.

Regulatory Specs

Exercise Secretarial authrority and amend the regulations to increase the AFDC asiomobile Limit to an
equity value that is compatible with the current Food Stamp FMV limit with the goa! of assuring that
# vehicle will meet the requirements of both programs.

ISSUE: FNS is considering a statutary change to achieve consistency with AFDC by usiog
equity value rather than FMY (Sce Appendix A for detsiled description of the FNS proposal}.

Rationale

This proposal attempts to bring a level of conformity between the two programs that wonld elimingte
some of the administrative complexity invelved with valuing vehicles under varying criteria and would
resuls in greater effectiveness and efficlency in the adptinistration of both programs,

Total AFDC Cost:  Under Development

Federsl AFDBC Cost:  Under Development
Food Stamp Cest:  Under Development.
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5, YERIFICATION

Current Requirements

Food Stamp taw and regulations include specific requirements for verification and documentation of
information needed for eligibility and benefit determinations. Food Stamp regulations mandate
verification of utility and medical expenses twhen actual is claimed), identity, residency {address),
disability and kousehold compnsition, In the AFDC program, the Act and regulations do not address
how verification is to occur but Stare procedures have generally conformed to the verification policy
outlined in the Federal quality control manual.

Under the Food Stamp Act (FSA) (sections 1 @)(3),(9)) and Social Security Act (Act) (sections

402(a)(25} and 1137), income must be verified through the Income and Eligibility Verification System
(FEVS]. The Srate must request wage and benefit information for from the State Wage Information
Collecrion Agency, the Social Security Administration, and the agency administering Unemplovment
Itsurance Benefits. Unearned income information must be requested from the Internal Revenug

Service. Both programs are also required by faw to yerify olien stefus through the Inpnigration and
Nuaturalization Service’s Systemic Alien Verification for Entitlement sysiem. f (

Both programs review the aocuracy of eligibility decisions and benefit amounts through guality control
systems, with the intended rexult that much information is verified at application and at recertification
t0 avoid errors. States may, in both programs, adopt other verification requirements.

Vigion

Federal computer matching and verification requiremenzs are gften burdensome for both clients and
eligibility sraff. Even where 3tates have flexibility, the emphasis on payment accuracy and the
potential fur fiscal quatity control penalties have often residted in unnecessary documentation, delays
in benefits and improper deniafs 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
systent for delivering assistance to famities. States must be gfforded the flexibility to simplify
verification procedures, while assuring program integrity through minimwn standards,

Regnlatory Specs

(a) Exercise current Secreturial waiver authority and amend reguiations so thats

-~ States may choose the verification systems, methads and timeframes for action;

-- States may choosg the computer matching activities that are most effective provided that the
altermative match or verification process is just ag effective as those required IEVS and
SAVE; and

- States may verify additionat factors of eligibility,

-~ FNS will continee 10 have authority to verify additional factors that relate 1o the Food
Stamp program only, such a5 actual medical cosis.

L} Verification 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 thelr
verification actividles, saving time and paperwark, At the seme time, the State plan approval process
will ensure adequate protection of client rights and program integrity without restricting Siate
fexibilivy.

AFDC Savings:  ° Less than 1 million
Food Stamp Savings: $3 million

6. TFreatment of Governmontal Subsidies

rrent ir

Ehuder Section 402§ (7C)A1) of the Soctal Security Act, States may count housing or rent subsidies
as income, The amour that may be counted cannot exceed the amouns for shelter/utifivies included in
the Stute ‘s payment standard (233.20(a)(33(xil). Few States count the payments as income,

Under Food Stamp regudations (7 CFR 273.9(c)(1)}, vendor payments to landlords are excluded as
income. Payments to howsehotds and vendor payments fo utility providers are counted a5 income. In
the Third Clreuir, the Cowrt has held that HUD utitity payments are excluded as energy assistance,
Regulat

FNS will amend Food Stamp regulations (o exclude HUD utility payments,

Food Stamp Costt  $160 niillion
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Appendix A .
FACT SHEET ON THE TERRITORIES

Citizens of the territories are 1.8, citizens,
Residents of the Northern Mariana Islands can receive 551
American Samoa doss not veceive any foderal assistance for cash assistance programs.

Caps:
Puerto Rico:  $82 million
Guam: % 3.8 million

Virgin Is.: $ 2.8 million

Puerto Rico: 61,000 units; 194,000 recipients
Guam: 1,200 units; 4,400 recipients
Viegin Is.c 1,500 units; 4,000 recipients

Average AFDC pavment, 1981

Puertc Rioo;  $102/family; § 32/person
Guam: $368/family; $100/person
Yirgin Is.: $183/family, § 69/person
U5, Avg.:  $388/amily; $135/person

Costs of Living:

There are no good measures of the cast of fiving that apply to the states and to the territories. In
general, food prices in the territories are higher than in the states (territories have limited agricultural
production abilities and have high shipping costs),

Attached is % table that shows Fair Market Rents for the largest metropoiitan area in each state. The
table shows that bousing costs in Guam are exceaded only by those in Honolule, and that housing
costs in the Virgin Islands are well above those in the median state,

Tax _lssues:

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 graunds that federal taxes collected in the territories are
returned to the territories. However, there are two pood counter arpuments to thix: [} Itis
inappropriate to hold up one facet of the complex relationship between the federal government and the
tereitories as justification for Hmiting assistance to the poor; and, 2) Many low-income 0.8, citizens
in the territories do not pay federal taxes, jost like low-income U.S. citizens in the states — what
happens 1o the taxes of higher income residents may not be relevant.

25



R SPeS—
J ko

REINVENTING GOVERNMERT ASSIBTANCE

The current welfare system iz enormously complex., There are
multiple programs with differing and often inconsistent rules.
The complexity obscures the mission, frustrates people seeking
aid, confuses caseworkers, increases administrative costs, leads
to program errors and inefficiencies, and abets the perception 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 program administrators
and reciplents; and attempt to strike a reasonable balance
betwaen and among traditionally competing ends, e.g., targeting
benefits on the needy to restrain costs while creating rational
incentives to play by soclety’s rules,

Changes are proposed in the following areas: filing units;
coordination of proyram rules, resources and assets, policiea
toward the territories, and treatment of income.

I. PILIRG UNIT caaxaas

Several proposals are made to simplify the eligibility determina-
tion process for the transitional assistance program by modifying
the AFDC filing unit -~ the group of people to whom assistance is
provided based on their collective income, resources, 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 otherwisge eligible. Others
may be included in the unit if the State considers them essential
to the well«being of the family. APDC benefits c¢an be provided
to two-parent families. However, there are additional eligibili-
Lty requirements that must be met.

In general other relatives living in the same household are not

in the assistance unit. Further, S5SI recipients are excluded

from the unit whethey they be a parent or a c¢hild., Others who

are excluded unit include illegal aliens, foster children, and -
stepparents in most states.

c Elimipnate the additional eligibility rules for two-parent
families

Remove the additional eligibility requirements for two-parent
families. The current statute reguires that the principal wage
earner in a two~parent family have a recent work history (by
requiring work in 6 or more guartera inm a 13 quarter period, or
eligibility for unemployment benefits). At the same time, by
regulation, labor force participation 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
eligiblilivy for aingle~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 tranaitional welfare program that emphasizes
work.,

Eliminating the additional eligibillity requirements for two-
parent families will incresase 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
pelicy in this area.

o Include 88X xecipients in the AFDC unit

Currently, individuals who have had a work history and receive
social security disability, retirement, or survivor’s insurance
are included in an AFDC unit and have their incomes and resources
counted. However, §5I reciplients who do not have such a work
history are not, We propose expanding the AFDC f£iling unit
definition to include 88I recipients. This policy would provide
uniform treatment among people who are aged or have disabilities
regardless of their work history.

The proposed policy eliminates the arbitrary ineguity between SSI
recipients and people who recelve other Social Security benefits.
It also limits the disparity in income received by AFDC families
who also include an S8I recipient and those families who do not
have an 8SI recipient.® Counting the income of 8SI recipients
would produce significant savings.

o Reduce the payment standaxd for Child Only Units

The number of child-only APDC 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 child’s family are not included: the parent may be on
88X, sanctioned, an illegsl alien, or wnable to care for her
child and s0 the child is living with a non-needy relative. In
California, where over 25 percent of the State’s A¥DC cases are
child-only, a quarter of the other people reported to be lliving

1. Bome witnesses testifying at public hearings of the working
group noted that AFDC families that also had one ox more SSI
reciplent recelved substantially more income than families
without an SSI recipient, while families with income from DI 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 redquiring 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, the child’s needs are lessened by sharing
living gquarters.

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 smalley increments. We would reguire States
to pay only the incremental amount for each c¢hild, not the full
benefit. This proposed policy would prevent many households
including illegal alien families from “gaming® the AFDC program,
It would save money and help offset the costs of other reinvent-
ing proposals.

o Limit the Definition of Essential Persons

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

YI. COCRDINATION OF PROGRAM RULESB.

The rationaslization and simplification of income assistance
programs can be achieved by making disparate Food Stamp and AFDC
policy rules uniform or complimentary for related policy
provisions, Our proposals include:

o Conforming AFDC and Pood Stamp Accounting Periods

We propose conforming AFDC to Food Stamp’s more flexible
reguirements for reporting and budgeting. Under PSP, States are
given the option to use prospective or retrospective budgeting
with or without monthly reporting. Currently, the Food Stamp
program regqulres recipients to report all gross income changes
above $25 per month. To simplify the reporting process, this
threshold would be raised to £75. Recipientes would still be
required to report changes in other circumstances like source of
income and household composition which may affect eligibility.
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This proposal would significantly simplify benefit caleculation
procedures for joint AFDC/food stamp households. By conforming
the procedures in benefit determination and calculation, workers
and recipients will benefit through less paparwork 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. EBExpedited
progessing 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 AFDC and F§ policies
regarding underpayments and verifications. Payment of underpay-
ments would be limited to 12 months. The new verification policy
would regquire States to verify income, identity, alien statug and
58Ns. At the same time, States would be given flexibility
regarding verification systems, methods, and timeframes.

ITX. RESOUBCE AND ASSETS

The policies proposed under this category liberalize how assgets
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 rasource rules are not consistent
acrogs programg, creating confusion and administrative
complexity; and

* The very restrictive asset rules across Federxral assistance
prograng are perceived as significant barriers to families
gaving and investing in theixr futures.

We propose the following changes:

° Devalop Uniform Rescurce Exclugion Policies in AFDC and FS8

Increase the AFDC regource limit (currently $1,0003) 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 ¥§



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 Food 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 Conform Automobile Exclusion Policies

For AFDC, the permitted equity value for one car in met 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 sutomobile limitations can be a substantial barrier
to independence. Current AFDC policy would prevent total
exclusion of most cars less than eight to ten years old. We
propose to AFDC families to keep one automobile of any value and
to maintaln additional vehicles as long as the net equity value
of these vehicles, whon combined with other resources, does not
exceed the family's resource limit.

Reliable transportation will be essential to achieving self-
sufficiency for many reciplents in a time-limited program. A
depandable vehicle is important to individunals in finding and

- keeping & job, particularly for those in areas without adequate
public transportation. Both the AFDC and the Food Stamp programs
nead a conforming svtomobile resource policy that supports
acquiring reliable vehicles,

o Azset Demonstrations and Individual Development Accounts

Undex AFDC, allowable resources are limited to 51,000 {(or a lower
amount at state option) not including an antomobile. States are
permitted to exclode "basic items essential to day to day
1iving, " such as clothing and furniture, The treatment of
resources and assets in Food Stamps is more liberal: $2,000 per
£iling unit for liguid assets, $3,000 if the unit i3 headed hy an
elderly person,

rReciplents should be permitted to accumulate more genercus 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 Pood Stamps,
which allow a limited number of APDC households o accumulate up
to 810,000 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 i8 to require that resources be kept im an
account generally know as the Individual Development Account
(IDA). An IpA 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 c¢ould be made for a first home purchase,
post-secondary education {college/long-term training}, or
business development {microenterprises). There are penalties for
non-degignated uge of the acgount. 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 businessgses 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 establishing Individual Development Accounts
{IDAs}. Thess legislative proposals would promote self-
sufficiency by encouraging recipients to accumulate savings,
asgets and start their own businesses.

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

IV, POLICYIES TOWARD THE TERRITORIES

The territories operate AFDC, AABD, JOBS, ¢hild care and Foster
Care programs under the same eligibility and payment requirements
aB the States., Their funding, however, is capped and the Federal
government matches 75 percent of costs. 7The caps are $82 million
for Puerto Rico, $3.8 million for Guam, and $2.8 million for the
Virgin JTslands. Between 1979 and the present, the caps were
increased once, by roughly 13 percent,

We propose that the current caps be doubled and that we include a
mechanism for making periodic adiustments based on the rate of -
inflation, vaseload size, and new program requlrements. Doubling
the caps in the territeries would essentially reflect the :
increase in AFDC expenditures that has occurred in the States
since 1380. The proposal would ¢reate 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 adijustments,

The number of public assistance programs funded under the current
caps, coupled with only one adjustiment to these caps in 15 years,
has sericusly limited the tervitories’ 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.
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REINVENTING GOVERNMENT ASSITATANCE

The current welfare system is enormously complex. Move
importantly, current welfare rules often send exactly the wrong
mesgages and provide exactly the wrong incentives about the
values of work and responsibility. Xavigating the current system
is more difficult and demsaning for people who work than for
people who do not. Benefits are reduced, often in unpredicatble
way$s, 1ln regponse to work and savings. And by providing benefits
to one parent families but not to working two-parent famililes,
the system makes a  perverse statement about parental
regsponsibility.

Ample cpportunities exist for reinventing government assistance.
Cur legislavion will inciude provisions for shifting the current
rules based federal state relationship to a more performance-
oriented, flexible system. It will also include provisiong for
enhancing program integrity, particularly through automated
systems tracking and matches.

The wmajor issues, however, arise arcund proposals for reshaping
the system to get the incentives right and aboutr offgetting
shanges bt balance any costs of exparsions,

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 lesg thatc
100 hours per month and having at least six quarters of previous
work experience within the last thirrtesn. Both working families !
and families with no work experience arg exciuded, in contrast to
single parent families. A number of states have raguested and |
received walvers of the 100 hour and guarters of work rules, inm +
prder to make the treatment of one- and two-parent families
equitable. We propose to extend eguitable eligibility to twow
parent families across the board.

Work Incantiven

The curyvent AFDC system provides almost no incentlives to work,
elither financial incentives or psychologigal incentives. The
following options are available:

o Simplify accounting periocd and reporting requirementa.
A possible proposal would ensure stable benefits fer a
threa nmonth period, enabling psople who work to plan
their finances and decrsase thelr regquired contacts with
the welfare system.



o Allow state flexibility in sestablishing procedures for
digregarding income. Currently income disregard amounts
are set at the federal level and vary with time on AFDC.
One proposal would set a standard disregard for work
expenses of £20 per month (?}, and state flexibility with
regard to acditionai disvegards.

© Mandate fill-the-gap budgeting, States cuyrently have
wildly different benefic levels, ranging from about $120
pexr month ts over $600 per menth. There is little
suppart for standardizimy benefits. One could, however,
mandate a ninimum level of neesd, and allow earnings,
child support and other income to £ill the gap between
the benefit level and need. This proposal provides a
strong eaxnings incentive in low and medium benefit
astates.

Incentives for Savings and Asset Accumulation

Under zurrent law., AFDC recipients are limited fto 510040 in aagsets
and to one vehicls whose value Is legs than $51540. These limits
obviously provide a disincentive to save, and seem espscially gilly
as they relate to savings for education or self employment, and to
vehivies used to losk for or get to work. We propose the following
shanges .

¢ Increase asset and vehicle limits. The proposal would
change AFDC asset and vehicle limits to conform to the
more liberal food stamps rules.

o Pormit more substantial asset accumulation in IDAs. The
proposal would allow up to $10,000 in assets to be kept
in & sgpecial account and used only for education or
training; or o start a business or become self-emploved.

All of the above creposals to get incentives vight result in some
cageload expansions and additional costs, To offset these costs,
and to bring more rationality into the definitions of hougeholdds
and c¢ountable income, we propose some options for defining filing
utits and counting income diferentl

RATIONALIZING HOUSEHOLD DEFINITIONS AND INCOME COUNTING

The most important administrative differencs between AFDC and Food
Stampes i8 in the definition of the unit that is eligible to apply
for agsigtance. The Food Stamp filing unit is essentially the
household~-all the people who live together and prepare meals
togerher., Under LZFDC vrules, howesver, sub-unitg within bougeholds
can received AFDC nenefite, for example a mother and her c¢hild can
receive benefits irrespective of the income of other people they
might be living with. This makes for wery ¢omplicted
administration of the two programs. Moreover, the AFDC rules
operate in such a way that AFDC goss to x households in which the

7/
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household income is above the poverty line.

The obvious approach night seem to be to use the same filing unit
in both programs, and to defined it as the household, se that
gveryone whe 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 APDC rolls in low
henefit sgtates, mainly the south. In states where benefits are
gxtremely low, recipients cannct afford to live on their own, and
vften move in with other family members. Even if the household was
quite poox, the combined income of household members would be in
many cases high encugh to deny AFDC benefitg., This woeuld impose
substantial hardship on mothers and children.

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

Standardize filing uanits but mandate £ilil-the gap-budgeting. This
option would redsfine the AFDC filing unit to conform to the food
stamp definitions, but would mandate a minimum needs standard and
fill the gap hudgeting. Imagine, for sxample, a household with a
mother and her child living with her family in a low benefit state,
where the household income in above the APDC maximum henefit {(say
$200) but below the food stamp limit (130 percent of poverty}.
Under current law the mother and c¢hild get the full AFDC penefit.
Under standardization, the housshold would get no AFDC. Under £il1
the gap, if the needs standarxd were sel aL 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 wmuch more incrementzl option, which aveids the political
gontroversy that would undoubtedly be raised by proposals to changs
the f£iling unit. Instead, it simply says that people living in
households with incomes above the Food Stamp eligiblliicy level
would no longer be eligible for AFDC.

Primus optien. Details to come.

COSTE AND CASELOAD IMPALTS

SUMMARIZE COSTS HERE,
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REINVENT GOVERNMENT ASSISTANCE
A.  RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

The rationalization and stmplificaiion of assistance programs ts something of the holy grall of welfare
reform-—-ghways sought, never realized. The reasons are many. different goals of different programs,
varied constiiuencies, Departmental differences, divergent Congressional commitiee jurisdictions, and
the inevitable creation of winners and losers from changing the status quo. Yet everyone agrees that
recipients, administrators, and vaxpayers are all losers from the current complexiry. Below are
several proposals for reform. The proposals do not make substantial changes in program siructures.
Rather, the proposals achieve simplification by streamiining odminisirative processes and by
conforming program rules between the AFDC and Food Stamp programs.  The proposals modify
exizting rules that create unrecessary complexity and confusion jor program administrazors and
recipienss,

1. Filing Uni

{nder current law, the AFDC filing wnlt must consist of a needy deprived child, its natural or
adoptive pareni{s), and all natural and adoptive brothers and sisters fincluding half brothers and
sisters} whe are living together. The unit's income and resowrces are used 1o determine eligihility and
the amowunt of payment. A stepparent Is treated the same as a natural or adoptive parens for filing
unit purposes in seven States (Nebraska, New Hampshire, Oregon, South Dakota, Utah, Yermon,
and Washington). These States have laws of general applicability which hold the stepparent
responsible for the children to the same extent as @ natwral or adoptive pavers. In all other Siates,
ihe stepparent’s needs are not inchuded in the unit and histher income, afier certain disregards, are
considered available to the unit menders.

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

Certain parents and sibling are exclidded from the unis: ilfegal and sponsored aliens, recipients of 851,
Joster children, and individuals ingligible due 1o lump sum income.

{a) Filing unit options range from making smaller changes w including the entire household, and
¢liminating the UP/IP test for Z-parent families, Staff have gathered data on several options
which can be provided. Additional filing unit options include:

OPTION 1: Defize the filing wnit a5 households with & child or children under the age of 18, or
age 19 at State option if a full time student, the c¢hild’s siblings under the age of 22,
and the child’s natural, adoptive, or step- parents. The income and resources of these
members will be used 1o determine eligibility and benefits,
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QPTION 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
al]l members will be used to determine eligibility and benefits,

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

OPTION 4:  Define the filing unit as housebolds with children under the age of 18, or age 19 at
State option, if 2 fulltime stodent and their relatives, including any other individuals
in the household who claim the children a3 dependents for income tax purposes; the
income and resources of these members will be used to determine eligibility and
henefits,

2. Accounting Periods

One of the major complaints obout the differences berween the AFDC and Food Stamp programs s
that the programs use different perinds to determine benefits for the current month and require too
much reporting of changes in circwnstances. In 2 transtional progran where more reciplents may
have fluctuating income, the reporting burdens on recipiens, the fluctuations in benefit amounts, and
the constant need for case worker recalculations of benefits would impose complexity on all parties
involved, Further, under retrospective accounting, reciplents who lose jobs continue to receive
assistance based on income levels during the period of employment for up to two months. This results
in considerable hardship among recipienis. ,

Because of the expectation that an ingreased prevalence of fluctuating earnings under 8 transitiona
program will cause complexity for administrators and recipients, monthly benefits will be determined
every six months based on the best estimate of income during that period. Benefits would not change
during this period, except under circumstances defined in regulation. For purposes of determining
monthly income, income received weekly wili be multiplied by 4.3 and income received biweekly by
2.15. These conversion factors will apply to both the calculation of the &-menth estimate and
monthly income within that period, Also, states must caleulate contract and self-employment income
using a uniform method for the two programs.

ISSUE: FNS concerns: Would monthly reporting and reirospective budgeting be
eliminated for both programs or would State agencies stifl have an sption? Does
the proposal mean that all households with flucluating income wouid have &
manth certification periods? Would the proposal apply to food stamp recipients
wha do not receive AFDC?

ISSUE: Iz 3 maonths a more appropriate accounting period?
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Besource Limits: Several changes would be made to asset rules so that rules under both
AFDC and Food Stamps would be uniform where appropriate. Further, to ensure uniformity,
states would not be given the option to establish limits lower than the resource rules that
Jollow.

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 increase AFDC benefit
costs by .4% (an estimated $93 million in FY 1994).

OPTION 2:  Conform both AFDC and Food Stamp program to resource limits of $5,000 for

applicants and $10,000 for recipients. FNS estimates that increasing assets to
$5,000 would cost $1.9 billion to the FSP in 1995. TRIM estimates that
increasing the asset limit to $10,000 for applicants and recipients would increase
AFDC benefit costs by 2.2% (an estimated $511 million in FY 1994).

OPTION 3:  Demonstration projects whereby Food Stamp and AFDC resource limits are

()

NOTE:

NOTE:

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.

Automobile Exclusions: Because reliable transportation will be essential to achieving self-
sufficiency for many recipients in a time-limited program, the current value limits and
auwtomatic exclusions will be changed. Under current law and regulations, the AFDC
program allows an automobile 10 be excluded up to 31,500 in equity value. This allows a
recipient family to own an 8 to 10 year old subcompact car. Further, the current limit does
not allow exceptions to the limit If the car Is needed for employment 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 to ineligibility under another program. Currently, under
Food Stamp policy, up to $4,500 in market value of at least 1 vehicle per household is
excluded. In limited circumstances, an automobile can be excluded regardiess of its value.

Under this proposal, the AFDC and Food Stamp programs will exciude one automabile, 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 for a 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.

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

A second automobile may be covered by asset limit provisions. Provisions for
automobile exclusions should be consistent with asset limit provisions,
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The issue is whether recipients who fail 1o report earned income should be allowed 1o receive earned
income disregards for the months income was not reporied when the income iy reparsed or discovered.
In AFDC, the 390, 330 and onethird, and dependent care disregards are not allowed i an Individual
volunzarily quit or failed to accept a job, failed to return a monthly report on time, or requested o
case terminerion to avoid recelving the 330 and one-third disregard for four consecurive mowis. In
Food Stamps, the earned income deduction is not allowed on the portion of earned income a
household member willfully falled to report,

Change AFDC and Food Stamp vules to disallow the earned income deduction 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 {ailure to report in the previous month was unintentional,
Households can continus to receive the depandent care deduction for those months.

Many of the rules that allow some families to pet support while excluding others result from
differences acress programs, However, some differences exist within the AFDC program regarding
the treqiment of families depending on whether one or two parents are present. For example, two
parent families eligible for AFDC due 1o unemployment or wderemployment of the principal wage
garner limits the employment of the principal wage earner to 100 hours per month. This iy known as
the "I0(-hour rufe”. No such ride Himiring employment exists for single parent filing unlis or for
Food Stamp households. In addition 1o the 100-hour rule, for a vwe parent family to be eligible due
to the unemployment or underemployment of the principa wage earner, that wage earner must have 6
recent work history (known as the quarters of work rule}. Further, some sigies have the optlon 10
Hmit the duration of program efigibillty of such families,

Under the AFDC program, there will no employment test for two-parent families. The 100-hour rule
and the work history requirement will be eliminated. In addition, States will 6o Jonger 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 would increase expenditures by
8.8% {an estimated $2 billion in FY 1994),

ISSUE: This provision effectively eliminates the deprivation factors for AFDC eligibility.

The Social Security Act provides for demonstrasion walver authority, bt does not Include
administrative waiver authority similar to that comained in the Food Stamp Act. Food Stamp
regulations aliow walvers of regulatory provisions for extraordinary temporary shuations, more
effective and efficient administration of the prograns, or unique geegraphic or climatic conditions,
Allawing administrazive waivers in the AFDC prograns would allow siates the flexibility to implemers

=
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programs based on their unique needs and provide the opportunity for administrative conformity with
the Food Stamp program.

Extend administeative waiver authority similar to that in the Food Stamp program to the AFDC
program,

Under AFDC, if a unit’s income after disregards exceeds the nezd standard because of the receipt of ¢
non-recurring earned or unearned lump sum, the unit iy ineligible for a period determined by dividing
the Dump sum amoure plus other household Income by the need standard, The Food Stamp Act
excluded from income nonrecurring iump sum payments including, but not limited to income tax
refunds, rebates or credits, retroactive fump sum seclad security or rafiroad retirement pension
payments, and insurance settiements.

Amend the Social Security Act and the Food Stamp Act. Liunp sum payments are counted as income
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.

ISSUE: The position taken on this policy may depend on whether or not recipients will be
required to file for an EXTC benefit. Recipients who wait until the end of the
year 1o file for an EFTC benefit will receive 3 lump sum which may be
advantageous or disadvaniageous compared to receiving the benefits thronghout

the year.
NOTE: Treasury Is developing provisions for advance payment of EITC.
ISSUE:  This provision may have cost implications for AFDC,
EISSUE: ENS has concerns regarding thiy recommendation, Existing policy i¢ much easier

ta administer, The current exclusion for BITC henelits should continue,

zees: Current policies can be a barrier to self-employment.

Under this proposal, ACF and FN$ will review niles and propose changes that will encourage
self-employment.

OPTION 1:  Allow depreciation as a cost of doing business. The cost would be between $25 and
$75 million for FSP if this would be 8 new deduction, but higher if excluded from
gross income. ACF estimates that only abeut 17,000 cases nationwide claim selfs
employment earnings, s¢ the cost would be negligible.
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Educational Assisiance: Under AFDC, virtually ol grants and scholarships are
not COIZSM fzzm Hmz, some gronis and scholarships are counted as income in the
Food Stamp program 1o the extent hal the funds exceed the costs of tdtion and mandatory

Jfees.

The Food Stamp Act will be amended to exclude from income and resources alf educational
assistance,

H ) wol Students: Borh programs currendly exclude income of
hzgh scf:oaf smdenfs awr age 2& ifpper timizs Jor AFDC s age 19, upper limit for Food
Stamp program is age 21.

Conform AFDC to upper limit of age 21,

Earnings of Srudents Under Age 18 Urder AFDC, earnings of dependent students are
disregarded for needs and benzfit derermination, The Food Starmp Program excludes the
income if the student s in school at least half time and Is under parental control.

Exclude the earnings of full- or pari-time students under age 18, whether dependent or head-
of-housebold, for bath eligibility and benefit purposes under both programs,

> The AFDC and Food Stomp programs both have income
that is excluded by other laws. Some of these exclusions are not consistent. For example,
exclusions for Indian per capita payments and JTPA income are different between the two
programs.

Identify differances and seek legislation to achieve conformity and amend current law to
provide that income and resources excludad by other laws for one program be excluded for
both programs.

We need spexcificity on what the differences are and how to correct the
differences.

i Incor ; embers: Under both AFDC and Food Stamps, the
rreamerz: of the i&cm qf f::efzgi&fa memrs depends on the reason for nonparticipation.

For Food Stamp policy, a howsehold with o menber disqualified for intentional program
violation or fallure 1o comply with work requirements s penolized in 2 ways: dlf the income
and resources of the disqualified member iz counted for purposes of deterviining eligibility and
benefits of the household and the disqualified member is not included in the household size.
The fudl carned income deduction and other deductions are allowed.

Conformity is desirable in this area, Specific poliey options will be deferred until filing unit
issues are resolved, The income of sanctioned members of the household will be treated a5
though that person were part of the eligibility unit. Earsed income disregards will not be
altowed for persons who are disqualified due to breach of program rules,
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: ome: Under AFDC, stares have the option to disregard small,
nomcuning gtﬂs not ] &xceed 330 per individual per quarter. The Food Stamp program
allows households under prospective budgeting to disregard irregular Income up to 830 in a
quarter. Irregular income s counted in retrospective arcounting.

Arend the Social Security Act and the Food Stamp Act to establish uniform provisions
relating to irregular ingome, Irregular income that exceeds the thresholds for earned and
posarnsd income as discussed under Accounting Periods above would change the eligibility
and benefit amonot determinations,

- ) gramy: Under AFDC, @ state option
JT}”A uneamed fncome can bae disregafded fm’qﬁnim‘y wzzf garned Income of a dependent
child can be disregarded for up to 6 months. Under Food Stamps, ail JTPA income is
excluded except income from on-the-job training programs under section 20415} of Title H.
All OIT income of individuals under age 19 under parental control s excluded.

OPTION: Conformity Is desirable.  One option is to ireat JTPA income s earned or

NOTE:

(i

&

unearned income in accordance with treatment by the Internal Revenue Service
and the Social Security Administration. However, ACF and FNS have yet to
review the frnplications of this proposal,

FNS suggests thai any ¢change to treatineni of JTPA earnings should he consistent
with how payments from other training or education programs will be {reated In
other components of welfare reform.

- _ Programs: AFDC permits States to disregard the
vaiae of assistance yaymm t.&a: are cmgatemmaxy and not duplicative. Food Stamp policy
generally counts Srae-farsled assistance,

Conformity is desirable, We need to identify what would be excluded.

: riv ssistance: Under AFDC, States have the option 1o
cxc!ude amsrance from a:her pmviders Under Food Stamps poiicy, cash or in-kind
assistance is excluded.

Exclude assistance for both programs.

Pan ents: Under AFDC, State have the option to disregard utility .
paym:;:s as income. 2)%{3 ;mymews to households and vendor payments to willties are
counted in FSP.

Amend to include a5 income utility payments 1o or on bebalf of the client for both programs.

Resource Issues
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i grance: The cash value of life Insurance counts as a resource under
AFDC wm‘ is e.xci::ded as a resource in the Food Stamp program,

The cash value of life insurance 1z will he excluded under both programs,
()  Ireatment of Real Proversy for Sale: Under AFDC, real property for sale counts as o

resource after 6 monshy (9 months af state option) if it is not sold. The cliert must agree io
make a good falth effore to dispose of the property and repay AFDC received during the sale
period. If property is not sold during the established time period, AFDC ends. Owerpayments
are calculated when the property Is sold. The Food Stamp Act excludes real property for sale
Jor an wnspecified vime period if the household is making a good faith effort to sell the
praperty.

Amend the AFDC program to conform to the Food Stamp Act.

AFDC policy allows participation by aliens admined for permanent residence or permanently residing
in the U.S. under color of law (PRUCOL). The Food Stamp Act limits alien participation to those
adminted under specified sections of the Inumigration and Nationality Act,

HHS is currently developing a policy on alien eligibility. Recommeadation is deferved to that effort,
Conformity is desirable in this area.

.

{2} tion Formy: The Food Stamp Act contains specific requirements for application
w:::ezz: ‘2’?;:2: langunge unnecessarily adds 1o the length and complexity of the application,
Amend the Food Stamp Act to remove specific requirements for the application form.

ISSUE: FNS does not want to change the Food Stamp rules 1o remove specific application

requirements since many of these relate solely {o the Food Stamp program and

b} s (statutory and regultiory chonge). Under AFDC,

sra:es mm ver{ﬁ’ im:ome end af:en status through specified systems (EVS and SAVE). Other
verification requirements may be established by srates. The Food Stamp program kas the
same verification requlrements as AFDC for income and allen eligibility. However, Food
Stamp program rules also specify other items that must be verified.

Maintain the income and alien eligibility verification requireraents. Change Food Stamy rules
to remove specific requirements. Make SAVE optional and modify TEVS, such that:

k]
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() the time frame for action on information obtained through JIEVS be obtained by the
next redetermination: and
{2} make determinations of IEVS systems, drop those which are not ugeful to States.

NOTE: FNS recommends that the following be verified for bath programs: identity,
address, income, alien status, and social security numbers.

ISSUE: The Federal role in technology should be examined in relation fo IEVS, For
example, if a new database is developed, TEVS may become ohsolete,

() Social Security Numbers: Under AFDC, appifcants must provide soclal secuwrity numbers or
apply for one. Under Food Stamps, applicants must provide social security numbers or apply
Jor one, but there is much good cause allowance for fallure ta apply. Food Stamp rules place
greater burdens on caseworkers to asslst units applying for a social yecurity card.

Conformity in this area is desirable. ACF and FNB will review existing policies and propose
a uniform policy.

12,

@

Secertifl Periads cesses: Under AFDC, eligibllity Is redetermined ot least once
m:y 6 months mfexs urit repom mam‘hiy or is covered by an approved error-prone profiling
system. Face 16 face redeterminations must occur once every 12 monrhs. States may
prescribe the forms and procedures 1o be followed. Under Food Stamps, certification periods
of from 1 to 12 months are assigned to non-monthly reporting households, depending on
household characteristics. Monthly reporting households must be certified for six or rwelve
months. Program rules specify the procedures for notices of expiration and reapplication.

Conformity is desirable in this area. ACF and FNS need 1o examing this issue further befors
policy is provided,

ISSUE: Need to address issue of AFDC benefits being open-ended while Food Stamp
benefits are for a fixed peried.

NOTE: A Food Stamp rule is currently in clearance which would allow alignment of the -
¥ood Stamp certification period with the AFDC redetermination.

ISSUE: FNS prefers no change in the requirement for a definite certification period.,

Lestored Benefins Underpavments: For AFDC, underpayments resulting from client error or
agmgy errzxrs are earrec:eé :o current recipients as long as reporting requirements for
changes are satisfied. Under FSP policy, benefits are restored for cases of agency error only,
but for not mpre than 12 months,

Conform AFDC o food stamp policy.
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13.  Definitions

Much of the complexity for reclplerus stems from the different definitlons of numerous Htems. These
differences do not necessarily reflect expiiclt potfcy cholces related 1o the specific focus of a program.
Rather, they result from the fact thar programs are administered by different Federal agencies and
legislative oversight Is the responsibility of different Congressional conmmittees.

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, countable resources,
loans, educational assistance, and self-employment expenses will be made uniform,

PROVISIONS WHICH REQUIRE ONLY CHANGES IN REGULATIONS

{a}

j ¢ a edures: Food Stamp regulations specify detailed procedures
z?xa: ageacies xzfzsl fof?aw ;f a izom&aid s eligibllizy is not determined within 30 days. There
is no corvesponding reguirement for the AFDC program. The Food Siamp requirements are
viewed as onerous to the state agency; they add much paperwork and processing
requirements, but those requirements are not seen as tegral 1o the management of the
program,

OPTION: Amend the Food Stamp program regulations o allow State agencies to deny &
household’s application if the houvsehold has failed to appear for a second
interview or has not provided verificafion within 10 days of request.

Yrocessin ds: The AFDC and Food Stamp programs each have separate
stan&ards ef ffme ﬁ:r nmkmg deci.swm‘ regarding en application. Under AFDC, a decision
must be reached with state-set standards, not to exceed 45 days.  States must provide benefits
Jrom the earlier of the date or authorization or 30 days from application. They may provide
pro-rated benefies form the date of applicatlon. Under Food Stamps, clients must recelve
benefits resroaciive to the date of applicasion within 30 days of the application under normal
processing und with five days for expedised service. Further, under AFDC, a state can deny
an application affer 10 days if verification Informazion is nor provided. The Food Stamp
program does nos include a time frame for submitting verification Informarion. This lack of ¢
time frame causes some problems for program administrators. Note, APWA raised thly as
issue 5, but did not make a recommendation regarding o stundard for making a decision on
an application,

®)

Food Stamp rules regarding standards of time for making application decisions will be
implemented. Prorated benefits will be provided from the date of application, States can
deny an application after 10 days in both the AFDC and Food Stamp programs; kowever, 3
state must have a uniform time limit for the two programs,

16
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Scheduline of Secand Interview: Food Stamp regulations require the agency to reschedule an
interview if the client does not appear Jor the originally scheduled appointment.

Efiminate the requirement 10 reschedule missed appointments.

Tec Changes: Under AFDC, changes that result In overpayments or
M:paymen:s are qg&cﬂw in the month of the change. Under Fooid Stamps, the effective
date depends on time frames for reporting and acting on changes.

Conform AFDU policy regarding effective date of change to the current Food Stamp policy.

- 2ons: Kach program has slightly different procedures for providing
admcg mzicz Qf an m aetion. Nelther program’s policy is bad: however, conformity in
this area makes sense.

Conform AFDC policy W current Food Stamp policy. Extend AFDC policy regardiog mail
returned without a forwarding address to the Food Stamp program,

A Food Stamp rule in clearance would add the returned mail policy o Food
Stamp program,

. Each program has differens rules regarding items rhar require reporting

if a dmnge occur
Recipiems will be requirex 1o report changes in the source of income, employment status
{including a change in the number of hours worked and change in the rate of pay), change of

address, change of unit composition, and change of vehicles if such a change will affect
eligibility.

Conformity in this srea is desirable. Defer (o specific policy recommendations under the
FPrevention and Parents! Responsibility section.

reqi come: Under AFDC, earned In-kind income Is counted as income.
Stam have the optio:z 7] dwregard in-kind support and maintenance provided by a privaze,
non-profit agency or specified home energy provider. States also have the option to disregard
unearned in-kind Income. Under Food Stamps, in-kind income is excluded.

Towkind assistance is counted as income in the S5 program. Removing that
exclusion to keep conformance with AFDL and Food Stamps would cost over
$600 million.

i
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Exclude in-kind benefits from both programs.

_ ! Plans: AFDC excludes one bona fide funeral agreement per Individual up
fo $150(} in equizy vialue {zr fower amourg ot state option and excludes one burial plot per
individual. Under Food Stamps, inaccessible funds in burial agreements and one buridl plot
per member are excluded. Accessible funds are counted.

Change ARDC and Food Stamps rules 1o provide that all funds in burial agreements and one
burial plat per household member are excluded.

Besource Transfers: Under AFDC, States have option to prohibit transfer or other disposition
of property prior to allocation. Participation in Food Stamps Is prohibited If resource is
transferred within 3 months prior to application or during certification period in order to meet
resource [imits.

States should conform AFDC policy to PSP policy.

Eligibility ]

Eesidency Requirement: Under AFDC, the assistance unit must reside In the state, Under
Food Stamps, the Bowsehold must reside in the project area in which it applies.

A Food Stamp rule in dearance weuld conform Food Stamp poficy to the AFDC
program.

12



December 16, 1993

T0Q: Distyibuntion List
FROM: Steve Bartolomei-Hill
HHS/ASPE

_ SUBJECT: Haterlal for Discussion of AFDC Piling Units

Attached i1s material which may be useful for the discussion of
filing units at the Reinventing Government meeting that will be
held on ¥Friday, Dec. 17 at 7:30 am. The material supplements the
legipslative 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 A¥FDC units.
The last four pages summarize data on the impact ¢f various

£iling unit options. 7The 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 mlnor
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 Income (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 unié?

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 may or
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
considered a dependent child.

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.

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.

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 not 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.



Grandmother, mother age 17 and her child age 2, and mother’s sibling age 16.
AFDC unit could be either of two configurations:

The 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.

Qr, the household could consist of one AFDC unit that includes all four people, if the grandmother
exercises care and control of the grandchild.

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.

Mother, stepfather of child, child age 2.

In the seven states with laws of general applicability, the stepfather would be treated as the patral
father of the child. In the remaining states, the stepfather would pot 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.

Mother, boyfriend of mother, child age 2.
If the boyfriend of the mother is the father of the child 3 ished, there would be no

AFDC unit unless the child is deprived due to the mcapaczt c aparent s::r mpleymcnt of the
principal wage earner.

If the boyfriend of the mother is not the father of the chifd (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 of AFDC Units

Average Month of CY 1991

pgpc it
p s W
Household includes ' ® oohes
more than one person | AFDC
not in the AFDC unit Faenp L ank

21% 63%

“““

*********

Household inciudes
. one persen notin
the AFDC unit
23%

* TRIM2 does not identify SS! children; therefore, this number Is low.
SOURCE: TRIM2 mode! N = 4,305,000

AFDGC unit only;
o other people ara
in the household
50%

& faspe 1207



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: ' .

- TRIM?2 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

uit.

~  TRIM2 does not ilentify children who receive SSI. TRIMZ would include those children in the AFDC
unit. Therefore, TRIMZ2 underestimates the impact of filing unit changes that would include $8i
recipients living in the househoid.



UNIT DEFINITION]
RULE CHANGE

HAPACY

Avg. Moathly Units
Change fr. basoling

Change &, prior slm.

Units Partic/Yoar
Change fr. basallne

Change fr. prior sim,

Parzon Partic/Yaar
Changs fr. bassiine

Chiange ¥, pricr sim.

Annuai Benslits
Change fr, baseline

Changs T, prior sim,

NOTE: Faderal savings would e substantially less than hw porcenteges of savings shown for AFDC banefils {for example, under ARl 2). The federsd shere

EFFECTS OF CHANGES OF AFDC RULES ON FILING UNITE - AFRC CHANGES ONLY

Af 4 AL 2 ARt 3 AN 4 ARLE AL & AT AL 8 Al 2 Alt. 10
Unlt m 31 R Unit = Unit - Unit - it w Uit = Unit » Wnit » Unit m
Lo Imw 4 Whols Hhold AL 2+ AR 3 4 Al 4 + Cur law 4+ Al Cur, law + Cur, law +  HLur, law
B8t rocip fwf . No UPfiP FS Asset 3505854  Careleaker  Relatives Grifsrents Siblings to 21 + #o UPA
$360 BEA dis.) Rules {mit dizxregard  Relative All Parenis
25% a3.6% -28.0% 28.5% 21.7% 8.3%
8.7% 0.5%
2.7% 30.6% -25.7 24.3% «317.6% 7.0%
T.0% 1.8%
4.5% ~14.1% B5.5% 5.0% 3%
BH% 1.8%
2.5% 4y A 28.8% 2E2% -18.1% 8.5%
B2% 0.5%

of AFDC savings would be roughly half, Further, & reduction in AFDC baneiits would be partially offset by Increases in Food Stamps andd Mousing, which are 100 parcant

fodsrally unded,

Thiae ransens why the net reduction In participants is lexs than the raduction in units under Alt 2
{1} Housaholds gontaining mutlliple AFDC uniis have combined into one unlt {thus, the number of units fs reduced, txn the number of partdcipants isn'y;

{2} AFDQC unite losing eligibility tend fo be amatier unlts. For sxample, many of the units lnsing ofighility are child-only units: and,
) The "PersonfPeariic Year® row fa & net figure that teflocts peopie who become nawly oligitle in existing AFDC units. For example, shout 18 percent of
Dartivipating urits will 2dd & now, participating mesmber.

SCURGCE: TRIMZ, verious tables

Steve BatolomelHill edgprolunitims


http:to'dil.ny

MPACTON ?O?ERT?%‘?AW& AMONG FAMILIES LOSING ELIGIBILITY

fin apion 1o chungs the fllng unit 2o be the antire hotsehold)

Family Lost SH1 Elg.,
Eliglibiity Lowar Benafits
Numbaer of Familles (M) 1.88 0.9
Below Poverty in Baseline 0.588 0703
Total kids in familles 1.09 1.861
Poverty Gap (bill. 1894 5) 2.729 4,149
Buolow Povarty In AlL 0.735 G608
Total kids i familles 1.38 1.874
Poverty Gag (bi, 1994 §) 4,658 8,048
Charge In Status, Bave, 10 AlL
Familas Batow Poverty 8145 $5.102
Total kids in families 029 8.213
Poverty Gap (blil. 1994%} 1.929 1.8
SAME DATA AS ABOVE, BUT FS AND
HOUSING ARE INCLUDED IN INCOME FOR
POVERTY CALCULATIONS
Betow Poverly In Bassling 0408 0524
Folnt kich in tamiies 0528 1253
Povarty Gep 80 1804 8 208 2258
Setow Poverty In AlL 8,839 9.624
Todad Kids In famiiion 1.203 1448
Poverty Gap B, 1994 §} 3.63 3388
Changs in Status, Basw. o AlL
Eamitten Dadow Poverty B RTY 0.1
Total kids in Inmiiles 8478 0212
Povarty Gap (bEI, 15848} 1.57 113

SOURCE: Yabln 1, Do 8
Swve B-H, Poveln

Total Familles
Disadvantaged

286 - 8 milllon eligible famillss could be disadvantaged
by this option (nota, though, the table is for ELIGIBLE
1.285  famililes, pot RECIPIENT famiias). The sumbars for reciplent
2,751 tamilios would be 15 to 20 percanl iower

8.604

1.54
3.254
10,707

G281 - Opdion incrasses # of oligibls famBies in poveny by 25{2000
0803~ Oplion Increases # of kids In povarty by 500,000
SR15 ~ Oplion Inoreasss poverty gap by $3.8 bilion

1.0R2
2,186
4349

1283
2645
T

0.241
0.488
2.7



CHANGE IN INCOME AMONG ELIGISLE FAMILIES ADVERSELY AFFECTED

G opton to shiang e e Hing unit {6 be e entire housshold)

Farnlly Lot
Efigibility
Number of Farnifies {mill.} 1.89
CHANGE iIN INCOME
{income defined o Includs FB & Mousing)
Lost $300/venr or more 1368
Lost $250 to $500/vear Q077
Lost $50 16 $250/vear 0.089
Ng Change D418
Avy. foss i 1ost $8500+ 33,205

NOTES:

sul evg.,
Lower Benafils

Q.87

G309
4088
aon
0.074

$2.492

Totat Familias
Disadvantaged

2.88 - Npto: The tableis for ELIGIBLE families,
not RECIPIENT families. The numbers for reciplent familiss

would be 15 o 20 percent lower.

20387
872

2,14
0482

Families with "No Ohangs® had & change of $60 or loss In the annual amount of AFDC for which they were efigible,
A tamily coudd have no annual changs in AFDGC, but oftseting AFD changes in different months of tha year,

Many famities losing sligiblity ara shown to have "No Change® in inoome. Wa have not expiored the reason for this, A likely explanation is that
these families were sligible for a small benefit and probably only eligitle for one or two months of the year. Further, an increase in food stamp

and housing benefits probably offset some of the AFDC losses,

SBOURCE: Tebin 3, Dec. 9 mamo
Stevae Banclomel-kill  s\gprolsimine



IMPACT OF BXPANDING TBE FILING UNIT TO YNCLUDE THE ENTIRE HOUSERGLD
1 .

- About half of AFDC units would be affected, indicating the
presence of a non~A¥DC recipient in the household.

- Among these units with non-recipients in the household:
63 percent lost eligiblility;

24 percent were eligible for lower benefitg: and
12 percent were eligible for higher beneflts.

- Avg. for those losing eligibility: -$2,782/yoar

- Avg. for those elig. for lower benefits: -$2.621/yeax
change i3 $4,939 to $2,318

- Avg. for those elig. for highexr benefits: $874/year

change is $3,604 to $4,478

Amony houssholds losing eligibility:

- 77 percent had earnings averaging $25,803
- 22 percent had $8I income averaging $4,120°
- 24 percent had other §SA income averaging $6,162

among households eligible for lower benefits:
- 5& percent had earnings averaging $3,1%1

- 33 percent had S88I income averaging §4,050
—- 18 pexcent hagd other $SA income averaging $3,978

Source: TRIMZ tables, Dec, 8
Steve Bartolomel~H1ll o¢:\word\reform\losers
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REINVENT GOVERNMENT ASSISTANCE
A. RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE PROGRAMS

The rationalization and simplification of assistance programs is something of the holy grall of welfare
reform—always sought, never realized, The reasons are many: different goais of differens programs,
varied constituencies, Departmentel differences, divergent Congressional vommitiee jurisdictions, and
the inevitable creation of winners and losers from changing the status quo. Yet everyone agrees that
recipients, administrators, and taxpayers are @ losers from the current complexity, Below are
several praposals for reform.  The proposals do not make substantial changes in program structures.
Rarher, the proposals achieve simpiification by streamiining administrative processes and by
conforming program rules between the AFDC and Food Stamp programs. The proposals modify
existing rules that create wnnecessary complexity and confusion for program administrators and
recipients.

L. itin
- NOTE: Filing unil options will be discussed at a separsie meeting.

Under current law, the AFDL filing unit must consist of a needy deprived child, its naturel or
adoprive parent(s), and ol natural and adoptive brothers and sisters Gncluding half brothers amld
sisters) who are living together. The unit’s income and resources are used to determine eligibitity and
the amount of payment. A stepparent Is treated the same as a natural or adoptive parent for filing
anit purposes in seven Stetes  (Nebraska, New Hompshire, Oregon, South Dakota, Useh, Vermont,
and Washington). These Stetes have laws of general applicability which hold the stepparent

- responsible for the children to the same extent as a natural or adoptive parent. In git other States,
the stepparent's needs are not inclided in the unit and hisfher income, after certaln disregards, are
considered available 0 the unit members,

If there is no parent in the home, then ancther non-legally responsible relative with whom the child is
Hiving may, at histher option, join the unit and be assisted. Additionally, States may exercise the
option of including an other individuai(s} living in the home as an essential person{s). The essentioi
person’s income and resources are used to determine eligibility and amount af paymens,

Certain parents and sibling are excluded from the wnit: illegal and sponsored allens, recipients of $81,
Joster children, and individuals ineligible due to lump sum income.

{a) Filing unit options range from making smalter changes to including the entire household, and
eliminating the UP/IP test for 2-parent families. Staff have gathered dats on several options
which can be provided. Additional filing unit options include:

OFTIGR 1t Define the filing unit as households with a child or children under the age of 18, or
age 19 at State option if 3 full time student, the child’s siblings under the age of 22,
and the chifd’s natural, adoptive, or step- parents. The income and resources of these
members will be used 10 determine eligibility and benefils,
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OFTION 2;  Definc 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 aduit members; the income and resources of
all members will be used 1o determine eligibility and benefits.

OPTION 3 Define the filing unit as households with children under the age of 1%, or age 19 at
State option, if a full time student and all adult members who purchase food and
prepare meals together; the income and resourcas of these members will be used w
determine eligibility and benefits,

OPTION 4:  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 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 {o determine eligibility and
benefits.

Z. APPLICATION PROCESS ISSUES

The Food Stamp Act requires the use of a simplified, national foret or an approved substitute
comtaining specific content requirements, including rights and responsibilities. A combined
application for public assizvtance households and general assistance kouseholds is required. Under the
AFDC program, States are free to design the applicarion form that will be used and o prescribe how
o notlfy appticants of their rights and obiigations.

1)) in T

in AFDC, a decision on the applicarion must be reached by the State within State estoblished
standards, not to exceed 45 davs. Benefus may be provided from the date of applicvation or not later
than the daze of authorization or 30 days from application. As o matter of practice, requested
documentation must be provided by the applicant within a siae specified time frome (usually 16 daysj
or the application may be denied,

The Food Stamp Act requires payment of benefity retroactive to the date of application within 30 doys
of application under normal processing or within 5 days for expedited service for clients in emergency
situations, Regulations provide detailed procedures abowt scheduling appointments, including a
second appoiniment {f an applicant misses the first one, and other rules if a determination of
eligibility is not made within 30 days.

Yision:
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To provide applicants with one, simgde, easy to read and undersiand sppilcation form for AFDC and
Jood stamps. Expedited processing will be provided for families in emergency need situations.
Eligibitity will be determined within identical time frames in both programs for both expedited and
normal applicasions. Flexibility will be given 1o Staies for scheduling appoiruments and verifying
infarmation.

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

) New Food Stamp and AFDC provigions would require States o use a generic application for
both programs 1o obtain basic household, income and resource information. The application
would have 1o be easy te read and would contaln consistent information 1o notify the applicant
of rights and responsibilities for both programs.

{©) AFDC rules would be revised to conform to the Food Stamp, 30 day standard for normal case
processing with benefits retroactive 10 the date of application. A new, 10 day expedited
processing standard would be set for both programs for applicants in extreme need situations,
repiacing the current § day food stamp requirement.

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

(€} States would be sllowed to deny an application for AFDC and Food Stamps as early as 10
days after requesting verification which has not been provided.

Ratipnale:

Uniform application reguirements and processing standards will be less confusing for both applicanis
and workers and improve ¢apacity for integrated processing. These proposais witl streamiline
procedures which impede the detivery of timely assistance 10 those in need. A new 10 day expedited
service stendard for both programs will benefit AFDC appticants, offser the slight delay of the curremt
3 day level of service provided 10 food stamp epplicants, States will pain needed flexibility and
etiminate the need for postponing verification,

Cost: $273 Million Federal AFDC share

One of the major complaints about the differences between the AFDLC and Food Stamp programs is
that the programs use different periods 10 determine benefits for the curreni monwh and require toc
much reporting of changes in circumstances. In @ iransitional program where more recipients may
hawe fluctuating income, the reporting burdens on recipients, the fluctuations in benefit amounts, gnd
the constant need for case worker recalculations of benefits would imporse complexity on all parries

3
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imvolved. Further, under retrospective accounting, reciplents who fose jobs continge 1o receive
assistance bosed on income levels during the period of wnemployment for up $0 two months. This
results in considerable hardship among recipienis.

Both AFDC and Food Stamps permit Stotes to adopt either retrospective and prospective budgeting
rules io determing the benefit amounts for some or all cases as well as monthly reporting
reguirementis, Yet, there are some differences In application. For example, the Food Stamp Ac
permits retrospective budpeting of non-monthly reporting cases, while the Social Security Act does
not.

Griing ay : 17 o, famities report income and other case
circawmes mr;y mmz:h whemer or not a changa Qg"eding eligibity and payment amounts hay
occwrred siace the previous month,  This Information, o3 well as any supplementary report of a
change in circumstances, is used to determine continued eligibility and 1o determing the amomunt of the
the amount of assistance based on prior month’s incone,

Urdler a prospective budeeting system, eligibility and henefit amounis are bosed on a projection of
income and circumstances that will exist in the montk Jor which payment is to be made. The Food
Stamp program by regulation and statute is more presceiptive in how the estimates are ro be made.
The AFDC rules are not contained in statute and provide States more flexibility in making the
estimate,

L

Both programs require families to report changes in circumstances. In AFDC, States must establish
procedures for timely and accurate reporting of changes that affect eligibility and amount of assistance
Any change is effective in the month it occurred and will result in an overpayment is an not reported
timely 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 nules governing the effective date of any
change give the recipient and agency time 1o report and act upon the change.,

Both programs impose earned income doduction penalties when recipients fail o report timely.
Under the AFDC program the penalty is applisd whenever a recipient fails to timely report without
good cause. In the Food Stamp program, the penalty is applisd t0 any portion of incoms the
recipient willfully faifed fo report, In AFDC the penalty applies to $90 work expense, child care
and the $30 and 1/3 earned income disregard provisions, The Food Stamp program, the penalty is
appliad by not disregarding the 20 percent earned income deduction to any portion of the income that
the recipient wifflfully failed to report.



DRARY « for Biacwerions ol

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

Drafiing Specs

For the joint AFDC/Food Stamp population, amend the Sacial Security Act and the Food Stamp Act
and regulations as necessary W

(a} Repeal current monthly reporting and retrospective budgeting provisions., Replace with a
requirement for prospective budgeting based on a fixed thres-month acoounting petiod.
Adiustments to benefit levels resulting from changes in income during the current three-month
pericd would be made in the next accounting period, States would be permified the option to
immediately recaloulate benefits in cases where recipients report hardship circumstances due
t a loss empioyment.

ih) 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 reportad 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. Overpaymenis would not occur where recipients repord
timely and adjustments are made no Bxter than two months after the month of change subject
10 notice requirements,

& Specify that earned income disregards are not allowed if all income is not timely, sccurately
and fully reportad as required. This penalty will apply to the period for which the income
wias 0 be reported and apy resulting overpayments are 1o be recovered or recouped.

{d) Provide that alt joint AFDC/Food Stamp assistance units would be certified 1o receive benefits
for a 12-month period. A redeterniination of eligibility 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 ead of the twelfth month after proper
notification.

Rationale

This set of proposed administrative rules will significantly simplify benefit calculation procedures for
Joint AFDUCfood stamp households. By ravionalizing the procedures in benefir determination and
calculaiion, workers and recipients will benefit through less paperwork processing and time spent on
recatulating benefits because of fluctations in Income. The rules maintain a balance berween assuring
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benefits are accurately desermined by reducing the current complexities resaining the appropriate level
of responsibilities on recipients to report information.

Cost; $510 Miltion - Federal AFDC share

AFDC Provisions: ke Social Security Act and implementing regulations set a $1,000 Himit for a
lower fisit ar State option) on the equity value of resources thar a family may have and be eligible for
AFDC.  Excluded from constderation ax countable resources are the home owned and occupied by the
Jamily; an awtomobile with a maximun equity value of 31,500 for a lower limit ar State option); bona
Jide faneral agreements with a maxinran equity value of 31,500 for each family member for lower
Himir set by the State); one burial plot for each family member, and real property for a pericd of 6
consecuzive months (or B consecutive months at State optionj which the family ix making & good faith
effort 1o self.  Under cerrain conditions, States may established rules regording transfer of resources
af less than fair market value.

Food Stamp Provisions: The Food Stamp Act and implementing regidations ser a $2,000 Hmit (or
$3,000 for 4 household with a member age 60 or over) on the value of ressurces a household may
have and participate In the Program, The Act does not specify how the value of resources is to be
derermined, but provides for uniform national eligibility standards for income and resources. State
agencies are prohibited from tmposing any other standerds of eligibllity. Households in which gach
member receives AFDC, 381, or genergl assistance from certain programs do not have to pass the
Jood stamp resource eligibility test, Regulations exclude from resources the value of one burial plot
per family member and the cash value of life insurance policies, Also excluded is real property which
the household is moking a good faith ¢ffort to sell at ¢ reasonable price and which has sot been soid.
There is no specific exclusion for buriat plans {funeral agreements). Any umount that can be
withidrawn from a funeral contract withour an obligotion to repay Is counted as a resource.

Food Stamp law prohibit the transfer of resources within the 3-month period prior to application. A
household that knowingly trausfers resources for the purposes of qualifying or attempting to quadify
Jor food stamps sholl be ineligible to participate in the program for a period of up 16 one year from
the date of discovery of the transfer.

Visi

Bow the AFDU and Food Stamps programs serve similar needy popnlations. Yet, because the rdes
Jor treaiment of botk the amounts and categories of resources are different in each program,
resources vt meet one program’s requirement can result in ineligibility ursler the other.

programs have substaniially different rules for evaluating resources of thar needy group, forcing
welfare administrators to apply different program rules to the same resources in the sgme family.

ihe following legisiative proposal would reduce the current adminisirative complexity and confusion
Jor welfare administrators and recipients by providing usiform treatment of asyers where appropriate.
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Drafting 3pecs
Require the Secretaries in both Departiments 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 housshold with 2 member
age 60 or over) 1o conform to the Food Stamp resource limit,

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

(2) Permit demonstration projects 1o test varying resource Hmit amounts @ determine the best
resource Hiit for specific geographic aress and economic conditions.

{3) Permit a limited number of demonstration projects to allow States to evaluate & variety of
incentives for recipients ta accumulate savings for specific purposes as determined by each
Departmene.

¢4} Burial Plows: Amend AFDC regulations to totally exclude vne burial plot per family
member to conform to the Food Stamp policy.

(%) Funerat Agreemgnt: ia) Plansy: Amend reguistions in both programs 1o totally
dlsragm*d one funerai agfm}ent per famziy member,

cal Property: Amend AFDC regulations to exclude real property which the family is
makmg a goad faith effort 10 sell at a reasonable price and which bas not been sold, to
confurm 10 the Food Stamp palicy.

HUAL ance iex: Amend AFDC regulations (o totally
axciade the cash sazr:e;xiet value of life insurance pnimzes to eonform 1o the Food Stamp
policy.

(8) Transfer of Resources: Develop AFDC regulations o provide that a bousehold that
knowingly transfers resourses for the purposss of qualifying or attempting to qualify for aid
shall be ineligible for benefits for a period of up o one year from the date of discovery of the
transfer, This revision conforms to ths Food Stamgp policy.

Ratiopale

The odministrative complexity that exist in applying certain resowrce requiremenss in the AFDC and
Food Stamp programs will be greatly reduced under the proposed changes, Welfare administrators
witl be able to apply the same rules to the same resources for the same jamily. These conforming
changes achieve simplification by streamiining the administrative processes In both programs.
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Cost; § 475 million ~ Federal A¥DC share

by iler imi
Lurcent Law

The Social Security Act provides for the exclusion of so much of a family member's ownership inierest
in one automobile as prescribed by the Secretary, That exclusion Is set at $1500 equity value {or o
fower limit set by the State) in one vehicle with any excess equity value counted toward the 31,000
AFDC resource limis,

The Food Stamp Act provides for the exclusion of vehicles in certain situations ¢.g., when used as o
home, needed o produce income or o iransport a physically disabled household member. The
countable walue of most ticensed vehicles is the foir market value over $4500 of vne vehicle per
household regardiess of use and any velicles used for employment, training or education in
prepartion for employmersnd provides for counting the greater of FMY over 34500 or equity volue for
others. .

Visi

Reliable transpertation will be essential to achieving self-sufficiency for many recipients in a time-
Hmited program. Because a dependable vehicle Is important to individuals In finding and keeping a
Job, particularly for those in areqs without adequate transporiation, both the AFDC and the Food
Stamp programs need a conforming automoebiie resource poticy that supports reciplents acquidring
reliable vehicies. This propasal would simplify the automobile resource policy by conforming the
program rules and reducing the unnecessary complexity and confusion for program adnzinistrators in
both programs.

Drafting Specs
(a) Repeal the Food Stamp Act automobile exclusion rules,

{ Amend the Social Security and the Food Stamp statutes to totally exclude one automobile, and
count the equity value of all other automobile(s) toward the resource limit. g

Rationale

This conforming proposed methad Is consistent with the recommendion from the American Public
Welfare Association. In addition, it eliminates the administrative complexity involved with valuing
vehicles under varylng criterio ond results in greater ¢ffectivenesy and efficiency in the administration
of both programs.

Cogl: $500 mililon — AFDC federal share
$292 million -- Food Staraps
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5. INCOME ISSUES
Vision

Federal laws or rules frequently disregard a part or the total income of applicants and recipients in
determining eligibility and benefits for assistance programs. Often, the same income Is treated
differently in the AFDC and Food Stamp programs.  Such differences are incomprehensible to
recipients and difficult to administer,

Our goat Is to adopt uniform income disregard policles for the AFDC and Food Stamp programs
which are easy to understand, simple (o administer and promote work and education.

{8) TREATMENT OF LUMP SUM INCOME
Current Law

Under Secrion 402(a)(17) of the Social Security Act, non-recurring tump sum income is considered to
be available to meet an AFDC family 's current and fiaure needs. If the assistance unit's countable
income, because of receipt of Lump sum Income, exceeds the applicable State need standard, the unit
is ineligible for a period determined by dividing the total coumable income {Including the fump sum)
by the need standard.

The Food Stamp Act, at S(@3(8), excludes from income non-recurring lump sum paviments. Such
amounts, if not spent in the month received, are treated as resources.

{ay Amend section 402(a)(17) of the Social Security Act (S5A) to exclude non-recurring lump
sum payments from income,

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

{) Amend both the S5SA and the Food Stamp Act (FSA) to disregard the amount of any Federal
or State EITC lump sum payments as resources for one year from receipt,
Rationale

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

Cost:  $6 Million -- Federal AFDC share
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{h) SELF-EMPLOYMENT EXPENSES
£y AW

In the AFDC program, the Social Security Act is silent concerning exclusions from income 1o
recognize the cost of producing self-employment income. The rules (35 CFR 233. 20(0){6)(v}{B})
provide that profit from self-employment is derived from sublracting business expenses from gross
receipts, All the earned income disregards (Secrion 402(a)(8)} are applied to the profis the same ax
income from wages, Allowable businesy expenses are those directly related to producing goods er
services. Howewer, the following expenses are not allowed: depreciotion, purchases of copital
equipment, payments on the principal of foans for capital assers or durable goods, personal
transportation, and personal business or entertainment expenses. A State may designate an objective
Slat amount ar percentage for self-employment business expenses, but must aliow higher actual vosts.

Section S(A)(9} of the Food Stamp Act excludes from income the cost of producing self-employment
income, The rules {273.11{a)(#)(1)} dist the following examples of the specific costs that should be
exciuded: ihe identificble cosis of labor, stock, raw material, seed and fertilizer, Inserest paid i0
purchase income-producing property, insurance premiums, and taxes paid on income-producing
property, The following expenses are not exchided as costs of doing business: payments on the
principal of the purchase price of income-producing real estate and capital assets, equipment,
mackinery, and ather durable goods; net losses from previous periods; and depreciation. In
addition, Federal, State, and local income taxes, retivement monies, wut other work related personal
expenses {such ay transportation to and front work) are not allowed because these expenses are
accounted for by the 20 percert earned income deduction In Section 273.9(d3(2).

Drafling Specs
(8 No statutory change would be required.

(h) Change the Food Stamp and the AFDC regulations to provide a deduction of the amount of
depreciation or the actaal cost of purchasing the asset, whichever. i3 claimed for tax purposes.

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

Rationale

A vompatible AFDRCTFood Stump exclusion for business expenses, including a deduction for
depreciation or actual the actual expenses of necessary assers, would result in greater effectiveness,
clarity and efficiency in the administration of both progroms. The change would encourage self-
employment, self-sufficiency and recognize the legitimate cost of doing business. Allowing the
eligibility worker 1o recognize business deductions as claims by the ndividual for income tax purposes
would simplify such calculations.

10
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Cost $25-$75 Million ~ Food Stamp
Under $1 Million —-Federal AFDC share

{c) BOARDER INCOME
Current Law

Under the AFDC program, neither the statite or rules address allowable costs of business income
received from boarders. Under progrom policy, a Siate may designate o flat amount or percentuge
Jor self-employment business expenses. However, the Stare must aliow higher documented costs.

The Food Stamp Act is also silent on specific procedures for determining the income of households
with self-empioymeat income from boarders, However, the House Report which accompanied the
Food Stamp Act of 1977 (H.R. 95-464, page 38) indicates Congressional intent that the cost of doing
business for boarder income be calcuduted “for purposes of administrative case, at 2 fixed rare or the
value of a monthly coupon allotment for a one-person household™ for each boarder. The report also
indicates Congressional intent that actual costs be allowed, but the cost exchuions from income
cannot exceed the income received.

Section 273. 11 (b)1) of the Food Stamp rules provides procedures for calculating the income received
SJrom boarders based on the legislative history contained in the Food Stamp Act.  Income from
boarders includes all direct payments to the household for room and meadls, including contributions to
the household's shelier expenses. The cost of doing business Is either (1} the maximum allotment
amount for a household size that is equal 1o the number of boarders or (2} the acrual docwmented cost
of providing room and meals, If that cost exceeds the maximum allotment amowns.  If actual costs are
used, only separate and identifiable costs of providing room and meals to boarders can be excluded,
The excluded costs cannor exceed the amonnt of income received.

Diraftin

(@) No statutory change would be required,

{b) Modify AFDC and Food Stamp rules to permit States the option to allow a flat rate, 2
percentage, or either the maximum allotment for a houschoid of the same size as the number

of boarders in the thrifty food plan o the actual documented cost, if it is higher than the
allotment. The same procedure would be adopted for each program,

Rationale

A uniform AFDC/Food Stamp policy in calculating boarder income would result in greater
effectivensss and efficlency in the administration of both programs.

Cost:  Minimal

6] Treatment of Educational Assistance



DRAFY « for discutchon andy
Current Law

Several laws address the treatment of educattonal assistance for AFDC, Any educational assistance
provided under programs in title IV of the Higher Education Act or the Bureau of Indian Affairs must
be disregarded (P.L. 102-325, sec. 4798}, A Siate must disregard payments made for attendance
costs under the Carl 1. Perkdns Vocational and Applied Technology Education Act (P.L. 101-392,
sec. 507(a). Under AFDC rules, the State must disregard educational foans and grants that are
obtained and used for direct educational expenses, such as tuition and booky (233.20(a)(3)(iv)(B)}.
{Any of the educational assistance covering items in the State’s need standard Is counted as inome. )
Also, States may disregard all educationul assistance as complemeniary assistance that is for a
different purpose than AFBC (233.20(a)(3)(vili(a)).

Partions of income received under the Job Training Parership Act and the Higher Education Act are
disregarded in the Food Stamp program. By regidotion, such eduvational assistance provided on
behalf of the household for Hving expenses, food, or clothing o the extent that the funds exceed the
costs of tuition and mandatory fees are counted az income. {7 CFR 273.9(cHi)v); 273(c)(3);
273(c)4); 273.9(BHHD); and I73.9((cj(10) (). '

Drafting Soecs

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

Cost;  $5 million — Food Stamps
Under $1 million — Federal AFDC share

{e} Earnings of Studenis

Current Law

For a dependent child receiving AFDC, the earned income of a fullainme or pari-time student (not
employed fdl-time} atiending a school, college, or university, or a course of vocational or technical
sraining designed to fit him for gainfid employment is disregarded (402(a){8)A) of the Soclal Security
Act), At State option, the earned Income of a dependent child applying for AFDC may also generally
be disregarded, The earnings of minor parents attending school are not excluded,

Effective September, 1994, the Food Stamp program will exclide the earnings of elementary or high
schoot students age 21 and under (FSA 5(di(5); 7 CFR 273.9{c}7).

Rafting Specs

ISSUE 1 With a new, more generous earned income disregard to encourage work, should
student income alse be disregarded to encourage schoot attendance?

ISSUKE 2: I disregarded, should it apply to elementary and secondary school atfendance or
also college and vocational? To what age?

12
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{0 Ieregular Income

Corrent Law

Nu statisory provisions address Irregular income for AFDC. Rules permit Statey 10 disregard smafl,
nonreciurring gifts not to exceed $30 per individual per quarter {233.201a}(3}v)(F).

The Food Stamp Act (Sec. 564)i23) requires the exclusion of income of 330 or less in a quarter per

household received too infrequently or frregudarly 1o be andicipated. The exclusion does not apply
under retrospective budgeting.

Drafiing Specs

Amend the Food Stamp Act to conform to AFDC rules w exclude inconsequential incoms not in
excess $30 per individual per guarter.

Cost:  Inconsequential

{g)  Treatment of JTPA Income

Qurrent Las
For AFDC, the income of a dependent child whick is derived from participasion in a JTPA program

maxy be disregarded. Earned income may be disregard for a period up to six months per calendar
year. Unearned inconse sy be disregarded indefinitely section 402{a3{8)(A)v) of the $34).

Under Food Stamps, training allowances from vocationad end rehabilitation programs and JTPA
earnings are excluded, except income from on-the<job training programs under section 204{5} of title
i Al OJT income of individuals under age 19 wnd under parental control Is exciuded. (7 CFR

273 $BHDGI) and (), 273.9(c)(1GW)

Drafiing Specs

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

® Eliminate targeted carned income disregards so that the earned income from any on-the-job
training programs or from a job will be counted after the general earned income disregards
are deducted,

Gost:  Savings to be determined.

¢h) Treatment of Income from Complementary Programs
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Cureent Law
Under AFDC regulasions, Staies may disregard assistance from other agencies and organizations that
are for a different purpose (complementary} than AFDC and do net duplicate needs already met in the
need standard, (45 CFR 233 200a)(3){vil)
With specified exceptions, the Food Stamp program disregards cash donations based on need 1o the
household not 1o exceed $300 In any one guarier from one or more charitable orgonizations. (FSA
5}, &i; 7 CFR 273.90}, fc}i13).
Diafting Specs
Amend the Social Security Act to adopt the current Food Stamp policy.
Cost;  AFDC savings (o be determined
@i Treatment of State or Private Energy Assistance
Current Law
n AFDC, Low Income Home Energy Assistance s totally disregarded. Support and maintenance
assistance based on need, including energy assistance, may be disregarded ay income, (854
$02(6}(36); 45 CFR 233.20(aj(3}{xix)

Under Food Stamps, cash or nokind energy assistance provided under any Federdl law and under
vertain State and local prograns is excluded as income, {(FSA SG(I1}; 7 273.9¢6cj(1) and {11}

Dirafting Specs

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

11 Treatment of Governmental Subsidies

Lurrent Law

Under Section 402(a}(ZWCHii} of the Social Security Act, States may count housing or rent subsidies
as income. The amount that may be counted cannot exceed the amount for shelter/utilities included in
the State’s payment standard (233.20(a)(3)(xii). Few States count the payments as income.

Under Food Stamp regulations (7 CFR 273.9(c}{1}), vendor payments 1o landlords are excluded as
income. Payments 1o households and vendor payments to utility providers are counted as income,
the amount the household owes the landlord, after HUD subsidies, is allowed as a rent expense. In
the Third Circult, the Court has held that HUD wility payments are excluded as energy assisiance,

14
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Drafiing Specs

Amend the Soctal Security Act 1o require that States disregard all governmental housing/utilities
subgsidies,

ISSUE: Should the significant fiscal advantage afforded the few AFDC recipients who
receive subsidized housing be continued?

Cos:  Minimal
k)  Child Support $50 Pass-Through
Current Law

in AFDC, the first $50 of any child support collected and passed on 10 families is disregarded in
determining the amount of AFDU assistance. {5SA #2(a)(8)(vi): 45 CFR 233.2003)v)

Section 3{d){13) of the Food Stamp Act permits States to disregard the first 350, but if States opt to
disregard such amounts, it must reimburse the Federal governmens its share of the Food Stamp
benefit. (FSA S¢)(13); Sta); 7 CFR 276.24¢}

Daafting Specs

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

fost.  $181 million for Food Stamps

{) Supplemental Payments

Current Law

Section 402(2)(28) of the Social Security Act requires those States that deduct income from the need
rather than the payment standard {fill-the-gap) now and in July of 1975 to provide a supplemenial
payment 10 fumiies who have less disposable income because child support Is paid 1o the child support
agency instead of directly to the family, ‘
Food Stamps - No such provision exists in the Foad Stamyp program.
Drafting Specs

Amend the Social Security Act to remove this provision,

Loust,  Savings to be determined.

(m)  Treatment of Inkind Income
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T80

AFDE rudes require earned In-kind income 10 be counted. As a matter of policy, States may disregard
any unearned in-kind Income. If the State elects 10 count unearned in-kind income, the amount
counted is limited to the value of the item in the State’s need standard,

Under Food Stamps, in-kind benefits such as food, clothing, housing, produce are excluded. (FSA
St} 7 CFR 273.9(ci(1})

Amend the Social Security Act 1o require States 1o disregard both earned and unearned in-kind
income,

Cost: %9 miltion for AFDC
6, Verification
131 i

Food Stamp tow and regulations include specific requirements for verification and docwmentation of
information needed for eligibility and benefit determinations. Food Stamp regulations mardate
verification of usitity and medical expenses {when actual is claimed), identity, residency (addressi,
disabitity and household composition. In the AFDC program, the Act and regulations do not address
how verification iz to occur but State procedures have generally conformed to the verification policy
outlined in the Federal guality control manual, .

Under the Food Stamp Act (FSA} fsections 11{e)131,(9)} and Social Security Ace (Act) (sections
#2(a)(25) and 1137}, income must be verified through the Income and Eligibility Verification System
(AEVS). The State must request wage and benefit information for from the Stare Wage Information
Coliection Agency. the Social Security Administration, and ihe agency administering Unemployment
Insurance Benefits. Uneorned income information must be requested from the Iuernal Revenue
Service. Both programs are aiso required by law to verify alien status through the Immigration and
Nawuralization Service's Systemic Alien Verificarion for Entitiemen: system.

Both programs review the accuracy of eligibiliry decisions and benefit amounts through quality controd--
systems, with the intended result that much informatlon is verified at application and at recertification
10 uvoid errors. Stases may in both pragrams adopt other verification reguirements.

Yision

Federal computer mauching and verification requiraments are often burdensome for both clienty and
eligibility staff.  Even where States have flexibiilty, the emphasis on payment avcuracy and the
potential for fiscal quality control penalties have often resulted in unnecessary documentation, delays
in benefits and improper denials and terminations. Yet, lo assure the public that their taxes are belng
spent 1o serve ondy those in need, verification will continue to be a critical component of the new
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System for delivering assistance o familles. States must be qfforded the flexibility to simplify
verification procedures, while assuring program integrity through minimal standards.

Drafting Specs

{2} Amend the Social Security Act and the Food Stamp Act, for the joint AFDC/Food 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 sctivites that are most effective, including IEVS
and SAVE; and
- States may verify additional factors of eligibility.

&) Verification methods, systems, and time limits will be included in the State Plan,
Rationale

States will welcome the increased flexibility provided by thiz propesal and be able to streamlinge their
verification activitles, saving time and paperwork. At the some time, the State plan approval procvess
will ensure adequaie protection of client rights and program iniegrity without restricting State
Sexibitity.

Cost:  Savings of §3 million in Food Stamps and less than $1 millien in AFDC,

1, UNDERPAYMENTS
Current Law and Policy

Section 402(a)(22) of the Social Security Act requires Siare agencles to promptly take oll necessary
steps to correct any underpayment. Regulations at 45 CFR 233.20¢a}{13} limit the issuance of
underpayments (both agency and client caused) to current recipiems and frrmer reciptents who would
be curremtly eligible if the error causing the underpayment had not occurred. As a result of Hiigation,
program policy also permirs States to issue underpayments to former recipients who vwould no longer
be currently eligible, The amownt of the underpayment is noy Himited by the number of eligible months
covered.

Secrion 11{ei(11} of the Food Stump Act provides thar benefits are 10 be restored to @ household
requesting them If the benefits have been “wrongfully denied or terminated.” The period for which
benefits are restored is limited to ane year prior to the date the State agency either recelves a reguest
Jor restoration from the household or otherwise learns that o loss to the household occurred. The
Food Stamp rule (7 CFR 273.17) also prohibits the State agency from restoring benefits for a period
longer than 12 months. The rule requires that benefits be resiored even if the household Is currently
ineligible.

V"
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To provide clienis with a rational and consistent policy in the provessing of underpayments.
Drafid
Amend section 402(aX22) of the Social Security Act 10 conform 10 Food Stamp law by requiring the

issuance of agency caused underpayments o current and former recipients for a peciod not in excess
of 12 months from the date that the agency learns about the underpayment.

Ratignale

Since clients are responsible for reporting changes in circumstances thar offecy eligibility and benefits,
a 1 2-monmh Hmit on ressoring lost benefits due to agency error relnforces positive behavlor. The
change also achieves consisiency between the AFDC and Food Stamp underpayment policies.

However, because the proposal represents 6 comtraction of AFDC program policy (Le., the
prohibivion on underpayments due to client error) cliemt advocacy groups are Hkely to object.

Lost, $6 million Federal AFDC savings
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LA Spec

REINVENTING GOVERNMENT ASSITANCE - Aftachment for January 31, 1994
Income Exclnded by Other Laws

The AFDC amd Pood Stamp programs both exclude payments suthorized and excladed under laws
other than the Feod Stamp Act and the Social Security Act. Based on a prior, tentative working
group decision, we daveloped the attached listing of these exclusions for their review, No
recommendations are proposed pending further discussion,

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

Comumon Exclusions Under AFDC and Food Stamp Programs

Major Disaster Assistance: Any Federal major disaster and emergency assistance provided under
the Disaster Relief Act of 1974, as amended by the Disaster Relief and Emergency Assistance
Amendments of 1988 and comparable disaster assistance provided by States, local governments and
disaster assistance organizations (P.L. 100707, Section 105),

Uniform Relocation Asgistance: Payments received under the Uniform Relocation Assistance and
Real Property Acquisition Policies Act of 1970 (Pub. L, 91-648, Section 216).

Domestic Volunteer Services Programs: Payment for supportive services of reimbursement of out-
of-pocket expenses to participants in the Volunteers in Service 1o America (VISTA} programs undec
the Domestic Volunteer Services Act of 1973 (P.L. 92-113). Examples of VISTA programs: .
Ugniversity Year for Action, Urban Crime Prevention Program, SCORE, ACE, foster grandparents,
senior hegith aid volunteers,

Low-Income Home Energy. Beaefits paid to eligible househéizi under the Low-Income Home
Energy Act of 1981, (For AFDC P.L. 97-35, title XXVI, Section 2605{f); for Food Stamp: P.L. 99-
425, Ssction (e}). .

Student Financial Assisiance: Assistance received under the programs in title IV of the Higher
Education Act or wwder Bureau of Indian Affalrs programs and under the Carl D. Perkins Vocational
and Applied Technology Education Act must be disregarded. (Pub, L. 102-325, Section 4798; P.L.
1006-30, Section 1427); P.L. 101-392, Section 507(a)).

Civil Liberties Act: Any payments made as restitution to an individual under titles § of P.L, 100~
383, the Civil Liberties Act of 1988, or under title Il of P.L. 100-383, the Aleutian and Pribilof
Isfands Restitution Act, are excluded. Payments are made to US citizens of Japanese ancestry,
pecmanent resident Japanese aliens or their survivers and the Aleat residents of Pribilof Islands and
the Aleutian Islands West of Unimak Islands.

Agent Orange: Payments made pursuant to the seftiement in the In Re Agent Orange Product
Liability Litigation, (P.L. 101201, Section I and P.L. 101.239, Scction 1040%),

Federal Farned Income Tax Credit (EITC): Exclusion of Federal EITC payments as income.
Exclusion of ETTC payments as resources in the month received and the following month. (P.L. 101-
508, tide XI)

Radiation Exposure Compeansation: Payments made pursuant 1o the Radiation Exposure
Compensation Act, (P.L., 100-426, Section 62}

%
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Payvments to American Indians including Aiaskz; Naltives 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 Ottawsa Indians) or P.L. 94.540,

Any of the following distributions from a Native Corporation established pursuant to the
Alaska Native Claims Settlement Act (ANCSAYL (1) Cash (including, cash dividends on stock
received from & Native Corporation is digregarded o 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 dividemd or distribution on stock); (3} A partnership
interest; (4) Land or an interest in land (including land or an interest in Jand received from a
Native Corporation 33 a dividend or distribution oa stock; and (53 An interest in 2 seitfement
trust. {(P.L. 92-203 as amended by P.L. 100-241)

Receipts distributed to members of certain Indian fribes which are referred o § in Section 5 of
P.L. 94-114 (89 Stat. 577, 25 11.8.C. 459(d), Sextion 5).

Indizn judgment funds that are held in trust by the Secretary of the Interior (ncluding interest
and investment income acerued while such funds are s0 held in trust), or distributed per capita
to a household or member of an Indian tribe pursuant to a plan prepared by the Secretary of
the Interior and pot disapproved by 2 joint resolution of the Congress, and initial purchases
made with such funds. (F.L. 93-134, Section 7 as amended by Section 4 of P.L. 97.458)

Interests of individual Indians in trost or restricted. Indian lands is disregarded as resources
and up to $2,000 per year of income derived from such interests. {(P.L. 93-134, Section § ag
amended by P.L. 97-458 and amended by 103-66)

Al funds helid in trust by the Secretary of the Interior for an Indian tribe (including interest
and investment income accrusd while such funds are 50 held in trust) and distributest per
capita to a household or member of an Indian tribe, and initial purchases made with such
funds. (P.L. 98-64, Section 2}

Payments under the Maioe Indian Clalms Settlement Act of 1980, (P.L. 96420, Section
)2



Food Stamp Ozfiy Exclusions

Job Training and Partnership ACT {JTPA). This provision requices counting 28 income on the job
training payments provided under Section 204(5) of title Il of JTPA except for dependents under age
19, {P.1.. 99-198)

Educational Assistance; Food, Agriculture, Coaservation and Trade Act of 1990 title XV,
Mickey Leland Memorial Domestic Hunger Relief Act and P.L. 182-337, Food, Agriculture,
Conservation and Trade Act of 1991 disregard aducational monies recaived from recognized
institutions of post-secandary education, schools for the handicapped, and vocational education
progeams, (P.L. 101-624)

Veterans’ Benefits; Benefits receivex from the Veterans’ Benefits Improvemant and Health Care
Authorization {P.L. 99-576}

Senior Community Services: Funds received by persons 35 and older under the Sealor Community
Services Employment program under title V of the Qlder Americans Act. (P.L. 100-175)

Payments under HUD Demonstrations: Excludes most increases in the sarned income of families
residing in houging projects participating in HUD demonstrations authosizad by Section 126 of the
Housing and Community Development Act of 1987 and Cranston-Gonzales National Affordable
Houging Act (P.L. 100-242, Section 126(c)(3¥A} and P L. 101625, Section 522{)}{(4))

Payments onder WIC Demonsirations: Under WIC demonsiration projects, coupons that may be
exchanged for food. P.L. 100-435, Section 501 which amended the Child Nutrition Act.

Child Care Payments; Value of child care payments made under title IV-A of the Social Security
Act, including transitional child care payments, {(P.1.. 100-485 and P.1.. 102-586) .

At-risk Child Care Payments: At-rigk block grant child ¢are payments made under PL. 101-508,
Section 5801 which amends Ssction 402() of the Social Security Act.

Payments to American Indians;

0 Relocation assistance payments to members of the Navajo and Hopi Tribes are excluded from
income and resources. (P, L. 93.831, Section 22}

o Funds distributed per capita to the Sac and Fox Indians or beld in trust are excluded from
income and resources. (P, L., 94-189, Section 6)

0 Indian Claims Commission payments made pursuant to this Public Law to the Confaderated
Tribes and Bands of the Yakima Indian Nation and the Apache Tribe of the Mescalero
Reservation are excluded from income and resources. (P. L. 95-433, Section 2)

o 25 USCS 1931 Indian Child Welfare, subparagraph (b} provides that assistance under 25
USCS 1901 et seq. shall not be a basis for the denial or reduction of any assistance otherwise
autharized under any federally assisted programs. (P. L., 95-608).

0 Payments to the Turtle Mountain Band of Chippewas, Arizona are excluded from income and
resources. (P, L. §7-403)

0 Payments to the Blsckfeet, Grosventre, and  Assiniboine tribes, Montana, and the Papago,
Arizona, are excluded from income and resources. (P. L. 97-408)



Funds distributed under this Act to members of the Red Lake Band of Chippewa Indians are
excluded from income and resources. (P. L. 98-123, Section 3)

Per capita and interest payments made to members of the Assiniboine Tribe of the Fort
Belkaap Indian Community, Montang, and the Assiniboine Tribe of the Fort Peck Indian
Reservation, Montana, under this At are excluded from income and resources. Funds were
awarded in docket 10-B1L. {P. L. 98-124, Section 5)

Old Age Assistance Claims Settlement Act, provides that funds made 1o beirs of Jeceased
Indizns under this Act shall not be considared as income or resources nor otherwise used to
reduce or deny food stamp benefits except for per capita shares in excess of $2,000. {P. L.
98-500, Section 8)

Funds distributed per capita or held in trust for members of the Chippewas of Lake Supsrior
are excluded from income and resources. hidgements were awarded in Dockets Numbered
18-5, 18U, 18-C, and 18-T. Dockets 18-85 and 18- are divided among the following
reservations. (F. L. 99-148, Section 6(b))

White Earth Reservation Land Settlement Act of 1983, 3/24/86, Section 16 excludes moneys
paid under this Act from income and resources. This Act tnvolves members of the White
Earth Band of Chippews Indians in Minnesota, (P. L. 99-264)

Payments to the Saginaw Chippewa Indian Tribe of Michigan are excluded from income and
resources. (P. L. 99346, Section 632}

Funds distributed per capita o the Chippewas of the Mississippt or held in trust under this
Act are excluded from income and resources. The judgments were awarded in Docket
Number 18-8, The funds are divided by reservation affiliation for the Mille Lac Reservation,
Minnesota; White Earth Reservation, Minnesota; and Leech Lake Reservation, Minnesota, {P.
L. 99-37%, Section 4(b})

The Puyallup Tribe of Indians Settiement Act of 1989, Section 10 (b) provides that nothing in
this Act shall affect the eligibility of the Tribe or any of its members for any Federal
program. Section 10{e) provides that none of the funds, assets, or income from the trust fund
established in Section &b} shall at any time be used as a basis for denying or reducing funds
to the Tribe or iis members under any Federal, State, or local program. (P. L. 101-41)

Funds appropriated in satisfaction of judgments awarded to the Semincle Indians in dockets
73, 151, and 73-A of the Indian Claims Commission are excluded from income and resources
except for per capita payments in excess of $2,000. Payments were allocated © the Seminole
Nation of Okiahoma, the Seminole Tribe of Florida, the Miccosukee Tribe of Indians of
Florida, and the independent Seminole Indians of Florida. (P. L. 101-277)

Seneca Nation Settlement Act of 1990, dated November 3, 1990, provides that none of the
payments, funds or distributions authorized, established, or direcied by this Act, and none of
the income derived therefrom, shall affect the eligibility of the Seneca Natlon or its members
for, or be used 4§ a basis for denying or reducing funds under, any Federal program. (P, L.
101-503, Section &)



AFDC Only Exclusions

Nagrition Program for the Elderly: Benefits received under title VI, Nutrition Program for the
Elderty of the Older Americans Act of 1968, (P.L. 92-258, Section 709}

Statutorily-established State Programs: Any amount paid by a State IV-A agency from State-only
funds 1o meet needs of children receiving AFDC, if payments are made under statutorily-established
State program which has been contisuously in effect since before January 1, 1975, (P.L. 97-248,
Section 159) '

Benefits froms State-only Funds: Any amounts determined to have been paid by a State from State-
only funds 1 supplement or otherwise increase the amount of aid paid to an AFDC family as
computed under Section 233.35 for the current or anticipatext needs for the same month, (P.L, 97-
248, Section 157)

USPDA Donated Foods: Value of USDA donated foods (surpius commodities) (Pub. L. 83-480,
Section 416}

School Lamch Programs: The value of supplemental food assistance under Child Nutrition Act of
1965 and the special food services program for children under the National School Lunch Act. (1.
89-642, Section 11{(b) as amendad by P.L. 92-433 and P.L, 150}

Payments to American Indians

& Payments from the State of Muine, by the Aroostook Band of Micmac Indians or any of its
members under the Aroostook Band of Micmac Setttement Ay, (P.L. 102.171, Section 9{b}}



