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PERFORMANCE MEASURES PROPOSAL [Title IV]
Visi

The provisions described In this section butiate 2 process that will result in the development and
brzp!emmwion of a comprehensive performance measurement system which reflects and miqforce: the
emerging “culture " of the redesigned welfare zystem.

Cument JOBS Law

Under the SSA section 487 [FSA Section 203(b)] not later than October 11, 1993, the Smm of
Heaith and Human Services shall:

{1} in comsultation with the Secretary of Labor, representatives of organizations representing
Governors, State and local program administrators, educators, State job training coordinating
councils, community-based organizations, recipients, and other interested persoms, develop
performance standards with respect to the programs established pursuant to this part that are basexd, in
part, on the results of the studies conducted uader section 203(c) of such Act, and the initia} Siate
evaluations (if any) performed under section 486 of this Act; and

(2) submit his/her secommendations for performance standards developed under paragraph (1) w the
appropriate committees of jurisdiction of Congress, which recommendations shall be made with
respect to specific measurements of outcomes and be based on the degree of success which may be
reasonably expected of States in helping individuals to increase earnings, achieve self-sufficiency, and
reduce welfare dependency, and shall not be measured solely by levels of activity or participation.
Performance standards developed under this subsection shall be reviewed periodically by the Secretary
and modifiad to the extent necessary. ,

Participation rate for all AFDC recipients required to participate in JOBS (45 CFR 250.74(b) and
250.78) - For Fiscal Year 1954 the required participation rate is 15%. This is 10 ensure that a
minimum proportion of the AFDC sdolt population is participating at 3 meaningful {significant) level

Participation rate for AFDCUP recipiens (45 CFR 250.74(c) - For Fiscal Year 1994 the reguired
panticipation rate i 40%. This i to ensure that & minimum proportion of the AFDC-UP principal
wage earners or their spouses engage in work activities,

Target group expenditures (35 CFR 250.74(a)(1)) - At least 55% of s State’s JOBS expenditures must
be spent on applicants and recipients who are members of the State’s target populations s defined at
45 CFR 250.1. This is o ensure that the hard to serve are served by requiring that 55% of IV.F
expenditures are spent on the target groups defined in the statute or, if different, approved a5 @ part of
the State's JOBS plan.

Current Dara Revorting Systen
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The JOBS Case Sample Reporting Systers (CSRS) wax established to meet some of the reponting
requirements mandated by section 487 of the Social Security Act. However, the data necessary to
establish participation rates is collected through both USRS and aggregate hard copy. Only data
mecessary to establish the numerator for overall participation is collected through CSRS, The
population from which each state must draw lts sample {or in lisu of deawing 8 sample, the State mpy
submit the entire population each month) is defined as the number of JOBS participants that were
engaged in at least one bour of activity in an approved JOBS program component during the sample
month, In addition to JOBS program data, & limited amount of demographic data and child care data
is also required to be submitted.

Surreal OC Law

Under section 408 of the Social Security Act, States are required to operate a quality control system
in order to ensure the accuracy of payments in the AFDC program. States operate the system in
accordance with time schedules, sampling methodologies, and review procedures prescribed by the
Secretary. The law defines: what constitutes 2 payment error; how error rates and disallowances are
caleulated; the method for sdjusting State matching paymeénts; and the administrative and judicial
revizws gvailable to states subject 1o disallowances because of error raies in excess of the national
standard (i.e., the pational error rate for each year).

The AFDC-QC system functions primarily s 3 monitoring/auditing system. Its primary purpose is o
establish the correctness with which payments are made to AFDC cases in each State, The AFD(.
QC system also obtains the data necessary to produce the publication entitied “Characteristics and
Financial Circumstances of AFDC Recipients.® The AFDC-QC system is not used o meet any of the
reporting requirements for the AFDC program. Subseguent to the establishment of this system,
which i a sohsystem of the National Integrated Quality Cootrol System (NIQCS), OMB required
additiona) AFDC data be collested o replace the biennial survey of AFDC families that had been in
place through 1979, '

Yisi

One objecive of welfare reform s 1o mansform the “culture® of the welfare system; from an
institutional system whose primary mission is 1o ensure that poor children hawe a minimal level of
econamic resources 1o a system thar focuses equal antention on the task of friegrating thelr adult
caretakers Inio the economic ond social mainstream of soclety. We envision o outcome-based
performunce measwrement system that consists of a limited set of broad measures and focuses Staze
efforts on the goals of the transivionol support system — helping reciplents become self-sufficient,
reducing dependency, and moving reclpients lmo work.  The system would be deweloped and
implemented over time, a5 specified in statute. Interested pariies will be included in the process for
desermining sutcome-based performance measures and siandards.

Untll ¢ system Incorporating owcome-based stondards can be put in place, State performance will be
megsured against servive delivery measures o3 specified in narute.  These service delivery standards
would be used 1o monbior program bmplementorion and opergtions, provide incentives for timely
implememarion, and enswre thar Swues were providing services needed 1o convert welfare into o
transitionad suppory system.  The curren? targeting and parsiclpation nandards would be eliminated
{see droft speclfications on JOBS, Tinr Lauirs, axp WORK). The new service delivery measure for
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JOBS woild ensure that a substantial portion of such cases are being served on an ongolng basis. As
koon as WORK prograss requiremernts begin to toke effect {i.e., two years qfter the effective date of
the srart of the phase-in), Stater would be subject 10 @ performance standord under the WORK
program. Unill auiomated zystems ore operarional and reliable, S:ate performance vis-g-vis these
servive delivery measures would be based on information gathered through the modified QC sysiem.

Within a specified time periad qfter enactment of tis bill, the Secretary will develop a broader systens
of standards which Incorporates measures addressing she States” suvvess in mem?:xg dlients toward self-
sufficlency and reducing their averoge temure on welfere,  All accompanying regulations &y this
section shall be published within 12 months of the enactment of this act, unless an effective dare iz
otherwise specified. '

Ratiopale

The standards wgainst which systems performonce are judged must refiect the emerging mission or
goal of the reformed sysiem.  The exisiing Quality Comirol (QC) aystem may actually creare
counterproductive incentives for stares aelempring to cope with this emerging Enstltutional environment,
QC focusses or how well the income support function is done to the exclusion of other systems goals.
Thix directly shapes the ammosphere of and feel within welfare agencies; how personncl are selected
and wained, how adminisirative processes are organized, and the basis for allpcaring organizational
rewards.

It Is a simple reality that the managemery and technological demands whick emerge from o syseem
designed 1o change how people funciion are more complex than those for an income support system.
Siraregies that judge performance solely by inpus or effors will no longer be adequaie. The new
" svstem eventuolly must be Judged by what Is accomplished rather than how Ut Is accomplished. At the
same time, the chalienges of mransforming organizational culrures cannot be ignored; we must remain
cognizant of the implemensation and operational challenges all levels of government will confront in
maoving 10 the new zyxtezn
g

In respome to the demands imposed by substaiive organizational change, the “officlal” focus of the
QU sysiem will be revised to Include progran oulcomes in addition to payment accuracy. The QC
system should reflect the new mission of the system without jeopardizing the integrity of the program
as it {5 currently understood. This can be achieved through the developmers of performance measures
and standords shat reflect the degree to which the policy Is implemented o5 intended and which
eventually focus on resules, while ensuring that the rexidudl Income support functions are adridnistered
comperently, The goal is that payment accuracy and other designated performance standards be given
equal priorisy by the welfare agency.

Provisions I through 3 generally deal with requirements and procedures for esioblishing performance
vutcomes; provisions 4 and 5 deal with developing service delivery measures and stondards 1o assess
whether the program is being implemented and operaied as lmended; and provision 6 provides the
necessory awthoricy to modify the QC system 1o carry o the manitoring functions specified in the Act,
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_ Part 1: This provision provides general aw.’zaruy to the Secretary of DHHY 10 establish an outcome-
based performance standards system.

The vision governing welfare reform Is consistent with the theme of “relnventing government.”
Ultimately, this means less federal prescription, greater local flexibility end resporsibility, and the
measurement of uccess by ourcomes and not inpuss or effort.

. ,

These provisions establish and reinforce the goal thae Staze performance gversyually will be judged by
the results ey achivve and not the way they achiewe those results.  This meons keeping o focus on
the goals of reform; moving clients toward self-sufficiency and independence whily ensuring the
overalf weil-being of children and thelr families.

Specificati

(8} In accordance with the effective dates specified, in order to assess State performance, the
Secretary shall easet an oulcome-based performance standards gystem that will measure the
extent to which the program belps participants improve their self-sufficiency, their
independence from welfare, their labor market participation, and the econowic well-being of
families with children. As specified below, the Secretary shall first develop outcome-based
performance measures and then shall take steps to set expected standards of performance with

, respect to those measures. The system will also include performance standards for measuring
the extent to which individuals are served by the transitional suppert system {i.e., service
delivery standards).

-

()  The surrent quality control system shall be revised to reflect the new performance standards
sysiem (xee section on Quality Contral). ,

{¢)  The Secretary shall publish annually State-level data indicating State performance under such
. system,

() Amend Sec. 487 (b) (o read; The Secretary may require States 1o gather such information
#nd perform such monitoring functions as are appropriate to assist in the development of such
& performance measurement sysiem and shall include in regulations provisions establishing
uniform reporting requirements for such information.

{e) In sdopting performance standards the Secretary shall use sppropriate methods for obtaining
data as necessary, which may include access o earnings records, State employment security
records, State Unemployment Insurance records, and records collected under the Federal
Insurance Contributions Act (chapter 21 of the Internal Revenue Code of 1986); drawing
reliable statistical samples and revising QC reviews of AFDC payment and cese information;
and using appropriate safeguards to protect the confidentiality of the information obtained.
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{f) The Secretary shall, in consultation with appropriate interested parties, review and modify the
performance measures and standards, and other components of the performance measures
system periodically as appropriate,

Part 2:  This provision requires the Secretary o propose @ xpcqﬁc ser of intermediate owcome
measwes and establishes a process and timetable for dolng such.

Before ouwrcome-based xandurds are esiablished, 4 set of vwcome-based measures will be put in
place. Note: @ measure is merely an aspect of the program on which data is collected; a standard is
a specific level of performance thar by expecied of States or agencies with respect to thar measure.)
These provisions are viewed as the first sep roward developing @ true owrcome-based performance
measurement system and recognize complpmentary work taking place in other agencies.

Rationale

Recognizing the complexity of this 1ask, this legislavion incorporates a prudent strategy thar maves
Jorcefully, yer with Iezzsambie cantion in the direction of developing an outcome-based performance
system,

Specifica

{a) By April 1, 1936, for the purposes of enacting a performance measurement system, the
Secrstary will develop recommendations for specific outcomebased performance measures
{with proposed definitions and data collection methodologies) and shail solicit comments from
the Congress, Secretaries of Labor, Education, and other Departments, representatives of
orgamazzcns representing Governors, State and local program administrators, sducators, State
job training coordinating councils, community-based ofganizations, recipients, and other
interesied persons (hereinafier veferspd to as Interesred parties).

) ° The recommendations shall include the percentage of the caseload who reach the 2-year time-
limit and may include but shall not be limited to measures which examine:

{i) factors used in section 106 of the Job Training Partnership Act 2nd any sebsequent
smendments such as placement and retention in ‘wnsubsidized employment and 2
reduction in welfare dependency; and,

{in other factors as deeroed appropriate by the Secvetary.

(c) Based on comments from the interested parties, the Secretary will finalize the measures and
will publish them in the Federal Register by October 1, 1996.
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Vision

Fart 3: This provision requires the Secretary 1o set standards of performance for States to meer wish
respect to the meosures developed under prior provivions and sets some procedural guidelines for
sesting those srandards.

Knowing whar we want 1o accomplish is differers from setting concrete expectations for States about
what they ought to accomplish, The mandards should be set corefilly. with odequate time to obrain
input from siokeholders and inserested parties and 1o fully assess the porewtial Impaa of the
standards. |

Ratonale

it Is impontant 1o provide syfficiens time to think through an appropriate set of measires with relevant
partles and to carefully consider what kind of realistic standards might be ser with respect (o those
measures. The legislotion sets a time period fo consider important measurement Issues and what
consequences should be set for failure to meet established standards.

Specificati

{a) By April 1, 1998, for the purposes of enacting outcome-based standards, the Secretary, in
consultation with interested parties, shall present recommendations for performance standards
based on the performance measure information (a8 specified above) and other appropriate
information.

®)  Based on comments from the interested parties, the Secretary will finalize the standards and
will publish them in the Federal Register by October 1, 1998.

&) The Secretary shall amend the regulations for this Aot 1o establish the penalties and incentives
for the proposed standards by October 1, 1998,

R

4. . Service Delivery Standards
Yisi

Part 4:  This provision reguires that certcin standurds be set to determine how well States ore
implementing key aspects of the new sysiem and sets rewards and penaliics based on those standards,

2o ensure that welfare systems are operating the program as lntended, the new performance Systens
will provide for awards and penaliles for State performance through adjustments o the Stue’s tlalms
Jor federal matching funds on AFDC paymenss end on JOBS service dollars. These megsures are
designed 1o provide positive and negative ncentives to Siates 10 serve reciplemss under the new
transitional system and to monitor pragram operations. States would be subject 10 financial Incentives
Jor @ manthly puarticipation rase In JOBS end o participation rate in WORK. In addition, the caps on
JOBS extensions and deferrad assignmems and State arcuracy in keeping of the two-year clock are
consldered servive delivery standards.

KLY
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Rationals

Because major changes to the welfare system are being proposed, it is erltical that the exzerns 10 which
the intent of the low Is belng realized be monitored carefully. Measuring critical aspects of the new
program will provide necessary feedback wpon which o judge progress soward changing the “culture”
of the welfore system, while the proposed set of incentives und penalties will keep States focused on
the regulred changes.

Specificsti

@)

®)

"

)

&)

&)

Upon enactment of this sct, the Secretary shall implement service delivery measures for
purposts of accountability and compliance.

States shall be subject to service delivery standards upon the effective date of the pew JOBS
progrars.  States shall begla reporting and validating data for service delivery measures no
later than 12 months following the publication of the JOBS/WORK regulitions in & manner to
be prescribed by the Secretary.

The service delivery standards apply only to the phased-in mandatory population that is
subject 1o the time limit {ncluding those additiona] groups 2 State can opt to include in the
phase-in group). There are no performance standards for the non-phased-in group. The
service delivery standards apply o both AFDC and AFDC-U cases, There are mot separute
standards for these two geoups: for each standard, only one rate will be calenlated and it will
fnclude both AFDC and AFDC-U cases.

iy B ion. Rate in JOBS: Similar to current law, States are expected w meet &
monzhiy pmscnpaucn rate. Using a computation penad of each month in 3 fiscal year {i.e.
over 8 12 month period), the State’s monthly participation rate shalf be expressed by 2
percentage, and caleulated as follows:

) The denominator consists of the average monthly sumber of individuads who are
mandatory for JOBS (.e., excluding those in the deferral status)

(i3  The pumerator consists of the average monthly rumber of individuals who we
mandatory for JOBS (i.e., excluding those in the deferral status} who participate in an
activity, wre smployed and meet the minimum work standard (and remain on 2id), or
are ip the sanctioning process a5 defined by JOBS program rules. The definition of
participarion for the purposes of calculating the monthly participation rate will be
determined in regulation.,

The performance standard for the JOBS wmonthly participation rate is set st 50 percent, with a
8/43% tolerance level, with financial penalties if e standard is mot met and financial
incentives if the standard iy exceaded. For the proportion of caseload below the standard
{45%), a 25 percent reduction in the FFP for their AFDC benefits will be levied for the
annual period sovared by the rate, using the average AFDU benefit level paid in the State to
calculate the amount of the penalty. (This penalty Is not 8 25 percentage point reduction.
Rather, the penalty will reduce the FFP from 50 percent to 37.5 percent, not from 50 percent
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to 25 percent.) There will be no penalties or additional paymeats for those States with
participation rates between 45 snd 55 percent. Penalties will not be assessed in the first year
of program operation.

If & State exceads the JOBS monthly participation mie (35%) in & fiscal year, the Swuae will be
entitled to receive an sdditional payment {without the requirement of any sdditional vonfederal
share} for use o carrying out its JOBS program,. The payments will be made from penalties
collected from State performance on other service delivery measures and from unused JORS
and WORK money. The Secrelary shall determine the amount of the payments.

WORK Program. Participation Rate: To ensure that individuals who reach the time limit are
assigned to work slots, States will be expected t0 mest a8 WORK participation standard,
Financial penalties are spplied if the standard &% not met. The WORK performance measure
would take effect two years after the effective date of this legisiation (see JOBS, TIng Laurrs,
AND WORK section). To meet this standard, States are required to mest either:

@) Case 1: The mumber required so that B0 percent of those who are registered for the
WORK prograzm are assigned to 8 WORK slot or wre in other defined statuses (a5
explained below). Using s computation pericd of each month in 3 fiscal year (i
over a 12 month period), the WORK participation eate is expressed a8 a percentage
and s calsulated as follows: (1) The denominator gonsists of two parts: first, the
average monthly number of individuals who are registered for the WORK program
(i.e., excluding those in the deferral status); and second, the average monthly number
of individuals who left the WORK program within the last three months and are
working in ap unsubsidized job and are not eligible for an earnings supplement, (2)
The numersior consists of the average monthly sumber of .individuals who are
assigned to 3 WORK slot, are in the sanctioning process s defined under the WORK
program rules, are participating in 3 WORK job search aciivity between WORK

- . ~assignments (for & period of up o three months), or, who e the WORK program

-, within the last three months and ore working in ap unsubsidized job and are not
eligible for an sarnings supplement. The exact definition of the rate will be specified
in regulation. Or, »

(ii) Cuse 2: The number required so that total number of WORK slots the State is
required to create, based on their funding aliocation, are filled by individuals assigned
to 2 WORK sint. Under this option, the sumber of WORK slots the State is required
1o create will be determined by dividing the annua! capped WORK allocation by &
figure representing the cost per work slot, with the latter 10 be determined by the

Secretary,

For the proportion of caseload below the applicable standard, a 25 percent reduction in the
FFP for their AFDC benefis will be levied for the annual period covered by the rate, using
the sverage AFDC benefit level paid.in the State to determine the amount of the pesalty.
Penalties will not be-assessed in the first year of program operation. {This penalty is not a 25
percentage point reduction. Rather, the penalty will reduce the FFP from 50 percent to 37.5
percent, not from 50 percent to 25 percent.)
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(i) States will be required to place individuals who have most recently bit the time-limit into
WORK slots prior to other WORK participants (¢.g., those who bave already completed a slot
and are awaiting re-assignment),

- and JOBS sions: For any cases sbove the cap for deferrals and/or
&bove the cap for IQBS mmzens » 28 pescent reduction in the FFP for their AFDC
benefits will be levied, using the average AFDC benefit level paid in the State to determine
the amount of the penalty, Penalties will pot be assessed in the first year of program
operation. The peoalties do not apply if the State bas submitted s proposal to the Secretary o
raise the cap or the Secretary bas slready gramed such & walver. (This penalty is act 3 25
percentage point raduction. Rather, the penalty will reduce the FFF from 50 percent to 37.5
percent, not from 30 percent 1 23 percent.) (er also JOBS, Tiwe Lowms, anp WORK
section)

)

&)  As appropriate, the Secretary may require States to report other data elements refated 1o the

- provision of JOBS and WORK services, such a3 the provision on teen case management
services. Such sdditiona! reporting requirements will be specified in regulation no later than
€ months following the enactment of this act.

4} States sre not eligible for additional payments for exceeding the JOBS monthly participation
rate if the Secretary determinegs;

6 the accuracy of s Stale’s tme<lock faills the threshold standards for time-clock
accuracy, as defined subsequently in regulations; andfor,

{ii}  other required data on the JOBS and WORK program reported by a State that fails the
threshold standards for data quality, as defined subsequently in regulations.

5. Clieat Foadback
Visi

Part 5: This provision requires thas States establish @ process for collecting client feedback on their
experience in the program as a meshod for improving program eperations,

There has been linle study in the past of cliewt perceptions of the services provided through the
welfare departmert, However, similar 1o the way customers' reactions are important to the business
communiry, urderstanding and managing client feedback on the services they recelw provide
importans information on areas where program performance could improved. Additionally, it will be
important 1o establish mechanisms 1o ensure jeedback on the quality of services provided by public,
nonprofit, and private agencies.

Rationale ’
One aspect of reinventing governmeni s to make pubiic systems dlient- or market-driven, In a time.

Umited cash assistance program, providing participants with quality services and opportunities
through which 10 enhance their human capital and improve ihelr chances In the labor marker seems
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essenticl. Obtalning feedback directly from the “cussomers” &s one way of helping progrom managers
ensure that they provide participanss what is needed,

Specificxi

) Each State shall establish methods for ohtalning, oo & regular bashs, Information from
individuals and employers who bave received services through the JOBS and/or WORK
program regarding the effectiveness snd quality of such services, Such methods may ioclude
the use of surveys, interviews, and focus groups.

{(b)  Each State agency shall amalyze the customer service information on & regular basis gnd
provide 2 summary of such information for use in improving the administration of the
programs.

-

6. E ted Mission for Ouality C LS
Yisi
Parr 6: This provision provides the Secretary with the authority to review and maodify the Quality

Control system as needed and sets up some procedural guidelines for dentifving the needed changes
and making those changes.

The foliowing language allows the Secretary to build on the current payment accurecy Qualiry Control
system 10 ¢ incorporate o broader system focused on the performonce standardy established in statute
< or by regulation and to ensure the efficient and effective operation of the JOBS/WORK/Time Limited
Assistance program. Paymens accuracy will be retalned but a5 one element in @ broader performance
megsurement role for the QC system.

WQ
LA L -
It -

Dperating a performance driven occountability systemt reguires resources.  Untll the new system is
Jully developed, It will be difficilt to estimate what those resource reguirements will be. Some of those
resources must come from the existing §C system, necessitoting changes in that system, The
Secrerary must have authority 1o make those changes in a way that does not racrifice the obllity o
ensure the integrity and gecuracy of income maintenance payments,

Specificai

{a) The Secretary shall build o the current QU system to establish procedures for determining,
with respect to each State, the extent to which any and all performance standards sstablished
by statute or regulation are being metr, The Secretary shall modify the scope of the current
QC system as deemed necessary to accommodate the review of the additional dua elements
and new performance measures and standards and shall report the modifications to Congress.

(®)  'To this end, the Social Security Act will be amended to expand the purpose of the QC system
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to include: improving the accuracy of benefit and wage payments in the AFDC and WORK
program, assessing the quality of State-reported data, ensuring the seouracy of State reporting
of JOBS/WORK data required under this act, easuring that other performance standards are
met, aad fulfilling other appropriate funclions of 3 performance measurament system.

Tue Secretary shall designate additional dats elements to be collectad in & QU review sample
to fulfil the needs of 2 performance measures system (pursuant to section 487 as amended
under this part), shall amend case sampling plans and data coflection procedures as deemed
pecessary o make satistically valid estimates of program performance identified elsewhere in
this section, and may redefine what is counted s an erroneous payment in the QC system,

Swates shall conduct periodic, internal 2udits of thelr JOBS and WORK processes 1o ensure the
accuracy of reported data and snnual sudits o esteblish accuracy rates.  The Federa
government would specify the minimum sample sizes to achieve 90 or 95 percent confidence
#t the lower limit {the method generally used by OIG). States would also be permitted to use
current QC resources to conduct-special siudies to test and imprave the current system.

The Secretary shall, after consulting with the States and securing input from knowledgeable
sources, publish regulations regarding changes in the design and sdministration of existing QC
functions as well as enhancements to that system. These proposed changes will be published
no later than 12 months afier enactment of this Bill.
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INFORMATION SYSTEMS AND INFRASTRUCTURE [Title IV]
Current Law and Background
In the late 1970s, the Federal government decided to improve the administration of welfare programs

through the use of computerized Information systems. The Congress enacted PL $6-265 and
subsequent legislation to grant incentive t‘unéing to escourage the development of automated systems.

In 1961, the AFDC program released the Eami -

FAMIS) specifications and updated them in 1983, In iQS& tbe Faod Smmp ?razram {FSP) :c!eased
timilar guidelipes in regulations and updated them o 1992, Incentive funding is also available for
statewide, Child Support Enforcement (CSE) systems.

A recent GAO repont indicated that, o the previous 10 years the Fedderal government had spent pearly
$300 million in the development and operation of AFDC and FSP sutomated systems alone. In the
Omnibus Budget Reconciliation Act of 1993, the Congress repealed enhanced funding for AFDC and
FSF effective April 1, 1954,

Asn emerging priority of Federal funding sgenciex has bees to encourage States to implement more
cost-effective systems which integrate service delivery at the local jevel. This bas enabiad many
Siates to begin using combined application forms for multiple programs {including AFDC, FSP, and
Medicaid) and & combined interview © determine eligibility for the various programs. Consequently,
with systems sopport, 2 single eligibility worker can process an application for several programs at
the same time.

Another priority is the development of electronic fransfer of funds or Electronic Benefit Transfer
{EBT) technology to deliver benefits. This technology allows recipients to use » 'debit card, similar to
9 bank card, st retall food stores and sutomated teller machines (ATMS) to access thelr benefll
sccounts.  Plans to expand the use of EBT systems are mentionsd in the Vice President’s National
Performande Réview.

Under current Jaw and regulations, States and the Federal government have developed elaborate
computer management information systems for financial management and benefit delivery, program
operations, and gquality control. Some programs, such as Child Support Enforcement, are in the midst
of large-scale (and Iong-term) computer system change, while others, such as AFDC (with its FAMIS
systems), are nearing completion of 8 development ¢ycle,

Both FAMIS and Child Support Enforcement Systens (CSES) bave bees funded under an echanced
funding (90 percent) match. Partly as & result of this incentive funding, many States have integrated,
sutomated, income maintenance systems which assist caseworkers i defermining eligibility,
maintaining and tracking case status, and reporting management information to the State and Federal
governments,

Other essential welfare programs, pamsly JOBS and child care, have limited and fragmented
automated systems, For the most part, States could fund pans of these gystems at the 50 percent
match rate.  States report thar administrative funds have not been available 1o fully sutomate and
interface JOBS and Child Care with other programs within the State.
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Many of these systems have serious limitstions: limited flexibility, lack of interactive access, limited
sbility to exchange dita electronically, etc. Even the most sophisticated systems fall short of the goal
of sllowing State agencies 10 use technology to;

. Eliminase the need for clients to access differest entry points before they receive services,

. Eliminate the nead for agency workers {and clients} o encounter and understand a wide
variety of complex rules and procedures;

. Share fully computer data with programs withis the State gnd among States; and

’ Provide the kind of case tracking amd management that will be neaded for a time-limited
welfare system,

-

Visi 1 Rational

Computer and information technology solutions will support welfare reform by providing pew
automated scregning and intake processes, eligibility decision-making tools, mnd benefit delivery
techniques. Applicstion of moders technologies such a3 expert systems, relational databases, voice
recognition wnits, and high performasce computer networks, will help empower families and
individuals seeking assistance. Al the same tine, these technologies will assist in reducing fraud and
zbuse so that Federal and State benefits are available 1o those who are in peed,

To achleve this vision, we are proposing s» information infrastructure which aliows, at the State
fevel, the integration and interfacing of multiple systems, for example, AFDC, food stamps, work
programs, child care, Child Suppont Enforcement (CSE), and others. The Federal Government, in
partnership with the States, or groups of States in partnership with the Federal Goverament, may
develop modE] sysiéms that perform these functions or subsets of these functions.

To support the broader information peeds, the pew information infrastructure needs o include, op the
ons hand, 8 nationa) data "clearinghouse” to eoordinate data exchange and for other purposes and, op
the other, enhanced State and local information processing systems 10 improve management and
delivery of serviges, :

Enhanced State Svstems, At the Siate and jocal level, the systerss infrastructure wonld include
automated subsystems for intake, eligibility determination, assessment, and referral; case management
and service delivery; and benefit, payment, snd reporting, The infrastrycture would consist of new
systems components integrated with existing sysiems or with somewhat enhanced existing systems,
Variations in existing sulomated systems would make it unreasonable to try to standardize these
systems. Rather, we neod linkages that allow for the accurate exchange of data between systems.

By linking the various programs and systems, States would be able to provide integrated services and/
or bepefits to families and individuals “st-risk” of nesding financial agsistance, those receiving
assistance, and those transitioning from public assistance program o self-sufficiency. As pant of this
sutomation effort, enhanced funding will be offered #s an incentive for States to develop and
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impisment statewide, automated systems for JOBS/WORK management and monitoring, and o enable
seamless services for child care.  Such sn sutomated system infrastructure would enable States o
provide greater gupport to famifies who might otherwise dissolve, as well 33 10 parents who may,
because of unmet needs, be forced to tarminate employment or training opportunities.

In addition, as Electronic Benefit Transfer (EBT) and Electronic Funds Transfer {EFT) become more
widespread, they would be used for ather programs, such a5 child care repotting and paymenis, and
reporting of JOBS participation. As an example, & JOBS participant could be required 1o self-repont
sither through a touch-tone phone tha connects 10 § Voice Recognition Unie (VRU) or through the
use of plastic card technology.

For detection and analysis of fraud and abuse, computer

ma;:?zmg of records and sharms of data mnong State programs snd at & national fevel would be
increased. For example, the child support information needs for establishing sn order or ln review
and modification would be extremaly valusble for gccess by the AFDC agency, afler the agency has
performed prospective eligibility determinations, but before beaefits are granted. In addition, the
National Clcarmgham would be extremely helpfni in ensuring that an individual does not obtain
AFDC beyond the time limit, does not receive benefis in more than ooe focation or for ¢hildren
glaimed by another funily, or fails 10 repost employment.

3 iins pra A : Current methods for data gathering and
repﬁnmg :eqmremems on pxogram opmzwns nnd clients could be reduced. Many of the current data
and reporting regquirements will be superseded by pew ones, but in any case, many current iems are
of low data quality or of little interest. Current requirements will be re-examined.

National Clearinghouse, The National Clearinghouse will be & collestion of abbreviated case and
other data that "points” o where detailed case data resides and provides the minimum informasion for
implementing key program features. Described in detail ender the Child Support Enforcement
section, this Clearinghouse will oot be a Federal data system that performns individual case activities.
While infolmiation Wil be coming 1o and from the Clearinghouse, it will contaln limitad datx - States
will retain overall processing responsibifity.

The Clearinghouse will maintain 22 least the fotlowing data registries:

L

«  The National New Hire Registry will maintain employment data for individuals, including

new hire information.,

. The National Locate Repistry will enhance amd subsume the current Federal Parent Locator
Service (FPLS) functions.

. The Nationgl Child Support Registry will contain data on 2l non-custodial parents who bave
support orders,
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in e Receipt Registry will contain data 1o operate & time-limited assistance
program such as tixc begw.ning and ending dates of welfare receipt, paniicipation in varicus
work programs, and the pams of the State providing benefits,
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NATIONAL WELFARE RECEIPT REGISTRY

As part of the National Clearinghouse, the Sacretary of DHHS will establish and operste 2
National Welfare Receipt Registry to assist In operating & national timelimiied assistance
Cciockﬁ‘

The Ciearinghouse, described more fully in the section on Information Systems for the Child
Support Enforcement Program, will comain four Regisiries including the National Welfare
Receipt Registry, At @ minimum the Welfare Receipt Registry will assist States o
calculating the remaining months so individual may be eligible io receive benefits and reduce
fraud and ebuse,

The National Welfare Receipt Registry will be maintained by obtaining electronically from
each State TV-A agency Information on individuals receiving benefits. Upon request, the
Clearinghouse will send electropically information o the State sgency.

The information o be aehanged’is s follows:

) Information io be zent to the Clearingbouse includes identification isformation, such
as the names and Social Security Numbers of members of the family; the dates an
individual went on and off assistance; participation information for AFDC, JOBS and
WORK programs; information on extensions of timeimits and sanctions for non-
compliance for these and other programs; as well as other information as determined
necessary by the Secretary,

(i)  Information io be received from the Clearinghouse includes whether the applicant bas
beent reported 10 bave received assistance and, if so, when and in which State(s);

whether the Soclal Security Numbers supplied are valid; whether the spplicant is
... vontained in the New Hire Registry as being recently employed; and other information
; as determined by the Secretary.

Information Piscrepancies: If an information discrepancy exits between the information the
glient presents 1o the State agency and the information in the Clearinghouse, the Secretary will

, assist in the resolution by verifying that the data contained in the Registry reflects the

information contained in the State agency records where the individual had previous
assistance, correcting the Clearinghouse information if necessary, and reporung the updated
information to the requesting State,

The States involved must take appropriate sctions (o resolve the discrepancy in accordance

with normal due process requirements and must submit corrected information to the
Clearinghouse when the discrepancy is resolved.
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ETATE TRANSITIONAL ASSISTANCE SUPPORT INFORMATION SYSTEM

The State agency, In order to assist in the administration of time-limited welfare, will
establish end operate u statewide, automatad, Transitional Assistance Support Information
System, This system will serve to significantly improve the effectiveness and efficiency of
State systems information infrastructures for the management, monioring, aad reporting on
clients as they work towards independence and self sufficizncy. The State may receive
enhancad funding for thess changes wnder »pecific approaches approved by DHHS and
described below.

The miniroun capabilities of the State xystem include:

£ Exchanging Information a5 described gbove in A{d) in & standard, electronic format
with the Naticna! Clearinghouse;

iy Querying electronically the National Welfare Receipt Regastry in the National
Clearinghouse before granting assistance;

@iy  Using the information received from the Clearinghouse in the determination of
eligibility and time period for which sssistance may be graned;

(v}  Reporting corrscted or updated information 1o the Registry; and
(v}  Meeting current statutory requitements for securlty and privacy.

Alternative Interim Method: The Secretary may approve sn alternative interim method if the
State demonstrates that the slterpative will be efiective in reporting, receiving, and using

transitional assistance information and the State bas an approved Advanced Planning
Document for the Automated Data Processing System that meets requirements in the proposed

stan,;ie -

The State may also augmeat the minimum system described above in specific ways and
receive enhanced match for development costs under certain conditions. (The specxfic
conditions are described in a Jater section.) Under this augmented system, clients will receive
corsiderably enhanced service responsiveness through prescreening 1o match available services
to individuals and determine the required qualifying and verification information needed for
each service.

STATE AUTOMATED SYSTEMS

As part of building better sutomated systems, States will be offered enbanced funding if they
take one of two strategies to automsution projects. That is, to economically and efficiently
develop and implement sutomated systems in support of AFDC, child care, and JOBS/WORK
programs, the Secretary will, as & condition of echanced funding, require States to develop
and use model systems developed in partnership with the Federal Government and other States
under one of two approaches,
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Under this approach, the Department in partnership with the States will design and develop
model automated support and ¢ase management Information systems that sssist the States in
managing, controlling, accounting for, and monioring the factors of the State plans for
AFDC, child care, and JOBS/WORK programs as well a3 providing security safeguards,
These model systems are described below:

This model rystem will provide

:w.ewide, wtﬁma:ed pmmdw and procmm to meet both the micimum requirements
described above plus sdditional  functions. The additional functions include st least:
performing intske snd referral; monitoring and reporting against some performance measures;
exchanging information on-line with the Clearinghouse; and exchanging data with other
mutomated case mansgement and information systems.

pig..s k... i System:  This model system will provide
satewide, auwmazeé yrowdszm and pwm:ses to achieve seamless child care delivery,
including all child care programs of the State. This system will assist the State in
sdmiaistration of ¢hild care program{s) and 1o manage the non-service related CCDBG funds.
The fungtions will meet both the minimum requirements described sbove plus sdditional
functions which will include, 2t least, the ahility to; identify families and children in peed of
child care, establish eligibility for child care, and determine funding source(s); plan and
mouitor services, determine payments, and update and maintain the family sad child care
oligibility status for child care; maintain and monitor pecessary provider information; process
payments and meet other fiscal needs for the management of child care program(s); produce
reports required by Federal and State directives; monitor and report. performance against
performance standards; and electronically exchange information with other automated case
management systems and with the statewids automated transitional assistance support system.

- - ) ysiem:  This model system will provide
xtszewzde, autcmmé preoeduras azzd pmcesses to control, account for, and monitor &l
factors of the JOBS and WORK programs and support both management and administrative
activities of the prograras, These functions will mest both the minimum requirements
described above plus sdditional functions including the capability to:  assess a participant’s
service needs; develop an employability plan; arrange, coordinate, and manage the services or
resources nesded for the plan; wack and monitor ongoing program participation and
antendance; exchange informaticn electronically with other programs; and provide
performance and assessment information to the Secretary,

Under this approach, the Department will assist and support State IV-A agencies, or the
State’s designated contracted agency (for child care or J0BS), in wmuld-state collaborative
projects fur purposes.of designing and developing automated system models snd in developing
enhancements to existing systems as follows:
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tio - upport Svstem:  In addition o meeting the Federally-spomsored
modei xystem fitmami :pac:ﬁcamns described above, States may, in collaborative efforts,
sugment their systems %0 include sutomation of additional functions as follows: determining
eligibility; lmproving goverament assistance mandards; performing case maintenance and
manzgement funciions; calculating, managing, snd reconciling payments to eligible recipients;
providing for processes and procedures o detect and prevent fraud and abuse; sod producing

iid. ¢ : : R ags i ems:  States may, in
oollaboraﬂve ufforts, dwign. develop. mi implzment wtomamd information systems that
meet the model functiopal specifications of Child Care and JOBS/WORK described in the
Federally-sponsored modef approach.

FEDERAL FUNDING FOR NATIONAL WELFARE HECEIPT REGISTRY, MODEL
STATE SYSTEMS TO SUPPORT STATE ACTIVITIES, AND TECHNICAL
ASSISTANCE AND TRAINING

$6 million will be need to establish the National Welfare Receipt Regisiry in Fiscal Year 1993
and $4 million w0 operate the Registry for each of fiscal years 1996 through 1999; $7.5
million will be nesded to develop the model systems for each of fiscal years 1995 asd 1996;
and $! miltion will be needed 1o provide technical assistance and training to States for each of
fiscal years 1995 through 1999.

FEDERAL FUNDING OF STATE SYSTEMS

Under certain conditions, States may claim Federa! Financial Participation (FFP) for the costs
to establish and operate automated systems described above, Two match rates will be
gvailable,

Eﬁmﬁ_ﬁm States are eligible for enhanced march (80 percent FFP) for up 0 § years
afie; enactment for costs incurred in developing and Implementing automated sysiems
described above, including the costs of computer bardware, on the condition that the approach
to system desigs, development, and lmpiemf:nmu)n meets one of the two approaches:

1. Eﬁﬂﬂly_ﬁmnmmndﬂ, The State adapts and implements a model/prototype
system developed by the Secretary in sccordance with the functional specification

described in that segtion, o

2. Multi-State Collaborgtive Prolect:  The State, through 3 collaborative muplii-state
consortjum, Joindy desiges, develops, and/or implements, 3 system or subsystems in
accordance with the functional conditions and specifications described in thas ssction.

The Federal portion of the eshanced match will be limited to $800 million and will be
gvailable over a five, year period State-by-State in accordance with a formula that takes into
consideration State program casefoad, existing level of automation and performance and
progress against an approved advance planning document. The Secretary will develop
regulations for the definition and implementation of these funding provisions.
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6emons:mes o :he Smmry ﬁm mod;ﬁwm.s o an eammg :ymm meet the minimum
requiresnents of 8 Transitional Assistance Support System as described in that section and
meet certain additional conditions, the Secretary may grant o exception to the enbanced
funding requirements, The additivssl conditions are that the State requires Iimited
echancements 0 an existing system snd the State demonstrates that ¥ would be more cost-
effective to proceed independently or with custom modifications.

(e Regular Match:  States will receive SO percent FFP for operational costs and for costs they
fncur if they do not follow the enhanced malch provisions described above and for systems
features beyond those provided sbove,
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TECHNICAL ASSISTANCE, RESEARCH, DEMONSTRATIONS, AND
EVALUATION [Title IV)

A. TECHNICAL ASSISTANCE, RESEARCH, AND EVALUATION

There are a wariety of ways that funds are set aside for evaluotion oversight and technical assistance
support to programs. The Family Support Act, for exampie, awhorizes specific amounts for
implemeniation and effectiveness sudies of the JOBS Program. Under the Heed Start Act, 13 percen:
of annual appropriations are reserved by the Secreiary for o broad range of wses including training,
sechnical assistance and evelumtion, The Secretary of HEHS, ar her discredion, sets aside 1% of Public
Health progrom furding for evaluarion of s programs.

Visi

Welfare reform zecks nothing less than o change in the “culture™ of the welfare xyste.  This
necessiraies maoking major changes in a sysiem that has primarily been focused on Issuing checks.
Now we will be expecting Srates 1o change Individual behavior and thelr own Institutions so that
welfare recipients will be moved into mainstream soclety. This will not be done easily. We see a
major role for evaluarion, technical assistance and informarion sharing. Initially, Stares wWill require
considerable assistance as they design and implement the changes reguired under thiz legislation.
Then, as one State or bocality finds strovegies that work, those lessons ought to be widely shared with
others. One of the elements critical to this reform effort has been the lessons learned fram the corefid
evaluations done of earlier programs. These lessons and the feedback secured during the
implemencdtion of these reforrs will be used in o formavive sense and will gulde cominuing Innovation
into the future. We propose reserving 2% of the toial annual capped enditlemens funding for JOBS
and Ar-Risk Owlld Care in FY 1998, FY 1997, and FY 1998 awnd 1% of the JOBS, Ar-Risk Child Care
and WORK annual capped emidement I flscal years therefier for resecrch, demonstrations,
eveluation, and technical assistance, with a rignificant amouns reserved for child care. We seek 1o
evaludte demonstrarions In o number of different areas. Please see the sections on MAKE WoRK Pay,
CHILD SUPPORT ENFORCEMENT, and PREVENT PREGNANCY ARD PROMOTE PARENTAL RESPONSIBLITY.

Ratiopale

Sufficient funds should be availoble 1o ensure that the Department(s) can provide adegquate levels of
technival assistance to Stares, oversee State implementation of welfare reform, and carry out other
supportive research and vaining acrivities. Tying funds 1o a percerzage of the overall prograns
dollars ensures thar g5 the program grows, Junds for research, evaluation and technical assizance
also grow. _

¥
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()  Reserve for the Secretary from amounts authorized for the capped JOBS, WORK and Ac-Risk
Child Care funding, two percent of JOBS and child care funds in Fiscal Years 1996 through
1998, and one percent of IOBS, At-Risk Child Care, and WORK for each fiscal year
thereafier for expenditures for research, evaluation, the provision of technical assistance to the
States and to carry out research, evaluations, and demonstrations as described below.
Technical assistance is defined broadly to lnclude training, *hands-on” consultation o States
requesting assistance, the transferring of “best practices” from one State to another, etc,

(b}  To the extent that these issues can be researched in 3 methodologically sound way, the
Secretary of HHS, in gossultation with the Secretary of Labor and the Secretary of Education,
shall conduct the following evaluation studies of time-limited JOBS followed by WORK:

{§ A two-phass implementation study that describes:

] How States and Jocalities initially respondad 1o new policies, implemented the nsw
program, the obstacles and barriers sncountered, institutional @rrangzments entersd
into, and recommendations;

. How States and localities subsaquently performed as their programs matured including
program design, services proviied, operating provedures, funding levels, participation
rates and recommendations.  The study will also consider the effects on Staie and
locgl administration of welfare programs including mansgement systems, staffing
structure, and “eulture,”

(ii) A study of the effsctiveness of & time-dimited assistance program followed by work in
helping participants achieve self-sufficiency and the comesponding effect on
unempioyment rates, reduction of welfare dependency and teen pregnancy, and the
effects oo income levels, family structure, and children’s wellbeing,

(i), A comprehensive national study of the WORK program afler it has been in effect for
two years t0 measure success its success in assisting participants to obtain
unsubsidized employment and 10 evaluate the skill levels and barriers o participants
who were unzbie 1o obtain umsubsidized jobs.

B. ~ DEMONSTRATIONS

dhe Social Security Act auwthorizes the Secretary 10 conduct demonsirations.  Marny States pperate
demonstrarion programs with strong evaluation components that have helped shape public policy.

Yisi
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We propose key demonstrations In areas where additional feedback Iy required about the cost,
Jeasibility, andior effecriveness iy necessary before narlonal policy is determined. In each area, we
propose both o set of policies for immediate implementation and a set of demonstrarions designed to
explore ideas for still bolder innovarion in the futwre. In addision, we would encourage States, Indian
tribes, and Alaskan Nasive orgonlarions to develop their own demonstradions.  In some cases we
would provide addirional Federal resources, Lessons from past demonstrations have been central to
both the developmen: of the Family Suppors Act and to this plan.

Specificati

(2} The Secretary of HHS shall have the suthority to approve snd conduct the following
demonsirations, whichk will be funded out of the funds sliocated to technical assistance,
research, demonstrations, and svaluation {as discussed in detail below):

There are no provisions in current law similar 1o what &s proposed under this section.
Visi

One of the expliclt goals of welfare reform Is 10 transform the welfare sysiem (and the JOBS program)
Into one which focuses from the very first day on helping people to get and hold jobs. To achieve
this, we will fund demonstraiion programs that focus on enhancing job plocements. 'We envision iwo
strategies, us specified below.

Ratjonalg

A good JUBS program balences the need to communicate 1o those entering the welfare system that
AFDC is ¢ wmporory support system by moving reciplents quickly into the labor market while
remaining sensitive to the fact thar olf recipienss are not competitive in that marker. We are changing
the culture of welfare 10 get our of the business of writing checks and into the business of helping
people find and keep jobs, We are changing the incentives in the welfare system 1o emphasize long-
term placement In the workforce. We want to experiment with a number of new approaches thar will
spur caseworkers, clients, and service providers 10 help people ger off welfore for good. We need
more informarion abour how to set wp rewards thar will reflect the new “mission® of the welfore
system,

Placement Bonuses: No more than five demonstration grants would be available for programs
:haz use ;&%z:amw: bonuses to reward agencies or caseworkers who are particularly good at
placing JOBS participants In private sector jobs. The emphasis will be on securing long-term
placements in the lsbor marke! and on finding ways to place medium and long-term
recipients,
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@ Placement Firms: No more than five demonstration grants would be gvailable o States o
work with private aot-for-profit and for-profit osganizations. Services that the organization
will deliver, such a5 work preparation, placement services, and follow-up services will be
specified. Performance standards will specify the basis on which the organizations will be
paid. These performance standards would be based on placement and retention measures.,

(®)  The Secrotary shall evaluste the effectiveness of such programs, preferably wsing random
assignment of individuals 1o treatment and control groups or, whers that Is knappropriate for
scientific reasons, the most rigorous sppropriate method,

States are encouraged to experiment with aqpprouaches to designing and sdministering the WORK
program owtside of the AFDLC system. The Secretary may authorize up to 5 demonsiration projects to
assess the feasibility and effectiveness of WORK programs shat are administered vutside of the AFDC
system. These demonstrations will be rigorously evaluazed,

Rationgle

It Is not clear that the welfore system will be the most appropriate agency 10 run an employmen: based
system like the WORK program in all Stater. In some coses, potedevel Lobor Deparsment enziiies,
non-profit, or proprieiary ggencies may have o compararive advantage. Even {f @ comparaive
advantage does Uz with an orgonization independeny of the welfare system, guestions remain. For
example, Ut Ir not apparent that the reguired ongoing communication berween the agencies running the
WORK program ond the agency issuing supplemenmal income suppors checks {and retalning
responsibility for other residual welfare functions) can be malniained. This, and other managemens
uncertoinies, must be resslved through demonstration programs.

s .ﬁ_ i N
¥
{z} Up to 5 local demonstration projects 1o test the development and implementation of WORK
* programs sdministratively located outside of the AFDC system will be conducted.

(b} The Secretary shall conduct a rigorous evaluation, preferably using 8 random sssignment (o
treatment and control groups or, where that &8 insppropriate for scientific regsons, the most
rigaraus appropriste method,

{cy Al individuals who exhaust thelr transitional assistance must be eligible io apply 1w the
WORK program gither after thelr initial spell on welfare or if they lzave JOBS or WORK and
subsequently reapply for assistance and bave no time left. States may not deny admission into -
WORK for any reasons other than those discussed under the section on sanction policy.

{d)  States must close AFDC cases when recipients reach the time limit. WQRX programs under
this subsection may only pay participants for performance of some activity.
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(e) States may develop a system of compensation that mixes wages and WORK stipends. States
must develop a system that ensvres that WORK participants who comply fully with the
program’s rules are recelving income at least equal 1 what they would bave received on
AFDC plus the work disregard. States shall bave flexibility on this criteria in the imterest of
administrative simplicity but the income from full compliance in WORE must excesd income
on AFDC for g similarly situgted family.

43 Swutes will be allowed 1o pay pardcipants WORK stipends whes they are not in 38 WORK
assignment &5 compensation for & range of activities o be desiguatad by the state, including
Jjob search, job clubs, and interim community service assignments. States will have flexibility
in designing the stipend system, but &t will bave 1o be & pay-for-activity system.

{2)  States would be sllowad 10 develop 8 system of wage supplementation. WORK stipends ¢ould
be provided o part-time workers either in unsubsidized jobs or in the WORK program.
- States would be encouraged o develop 2 simple system of supplements.

(&)  Eligibility for the supplement would be contingent on satisfactory participation in WORK.
4.  WORK Suppor. Azsacy Remonstrations
Qurrent Law

As Staze opiion, Federal financial participazion s available for JOBS activities and services provided
Jor certain periods 1o an individual who hos been @ JOBS participant big who loses eligibility for
AFDC. These activities and periods are: 1} case management aciiviries and supportive services for up
0 Y0 days from the dare the individuol loses eligibility for AFDC;: and 2} JOBS componers uctivities
Jor the durarion of the activity if funds for the ectivity are obligated or expended before the individual
foses eligibility for AFDC. (35 CFR 230.73} In oddition, the Siate agency may provide, pay for, or
reimburse opedime, work-relred expenses which U determines are necessary for un applicant or
recipient to-gecept or maintain employment, (43 (FR 255.2)

Visi .

In order to learn about the effects of work support strategles, we propose demonstration programs o

test different approaches. The goal is to increase employment retension and reduce welfare recidivism

by helping those individuals who become employed keep their jobs and those who lose their Jobs 1o .
regain employment quickly. Case managers will mainsain contact with and offer assistance to current

or former AFDC recipients who obrain employment and provide direct assistance to ald them in

employment retertion or to help find a subsequent Job, Payments to help meet the costs of certain

employment-related needs may olso be provided f determined necessary for job acceptunce or

retentlon, or reemployment,

Srates might establish work support ggencies with distinctly different responsibiliries than 1V-A
agencies and possibly housed seporately from the local IV-A agencies to provide centralized services
speclfically to working families. The Work Support agencies could be administered, for example, by
the Stare employment or lubor depurmmenss; by Community Action Agencies, or @ One-Stop Shopping
Center,
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The work support gffices might provide food stamps, child care, advance EITC payments, and possibly
heglth insurance zubstdies to eligible low-income working familles, or (at local discretion) fomilies
suffering a wemporary labor market disruption. Employment-related services such as career counsel-
ing, assistance with wpdating resumes and filling owr fob applications would also be made avallable
speclfically to individuals who had left AFDC for work through the work suppors office.  Services
which might also be included are Hme and money managerens, fomily Uaues, workplace rudes,
establishing ongoing relationships with employers, providing mediation between employer and
employee, assisting with applicarion for the EITC, making referrals to other community azrvices,
providing or arranging for supportive services needed for employment retention of re-employment,
and providing for job referral or placemers ossisiance If inirial jobs are lost. The supportive services
which can be provided 1o aid Job retention may include: occupational Heense, certification, or test
Jees, roollfequipment expenses, clothing, uniforms, or sqfety equipment costs, driver's license fees,
motor whicle maintenance, repair, Insurance or Heense costs, other transporiation expenses, moving
expenses (relaved w0 aecepting employment), emergency child care expenses, heolth-related expenses
nor covered by Medicald, shor-ierm mental hedlth expenses, and family counseling.

Ratiopale

A significent proportion of new entranis will move between Siates of dependency and non~dependency.
Some 70 percent of new entrarus exit In two years, about one-half of these for work. But within five
years, some 70 percent of those will return. A similar pleture & found for those in the secondary
labor market. Job rransitions and disruptions are very commaon, even wizhin brigl Bime perinds.
Many of these people do sot have sufficient work hiswries o quolify for benefits under the

Unemployment Insurance sysiem. The primary recourse qvgilable upon @ job lois Is the welfare
system.

Qur welfare ond JOBS systems are geared yoward graduations; treqging people and moving them on,
We now assume that even those with high levels of human capital may have to make seven or eight
reinvesmments.in sraining and new skitiftechnology ecqulsitions over the course of o lifetime. We must
begin 10 work on developing a similar perspective and supportive systems for low-wage workers and
those who must, on occasion, recelve income assistance for thelr families.

»
The partiviparing State would be responsible for the design of the work support agenrs, including the
adminlstrative structure and the menu of services, byt would have to receive approval from the
appropriate deparnnents (in most cases Agricuiture, Kealth and Human Services and Treasury).

Specificat

{a) A separate authority under Title IV of the Social Security Act would be established wherehy 3
designated number of entities chosen by the Secretary, in consultation with the Secretary of
Labor, Agriculture, and Treasury, would be entitled to demosnstration grants to operate 2
Work Support Ageney to support individuals who bave lsft- AFDC for work,

()  Up to five demonstration prajects will be funded.
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{c) The activities under the demonstration would be focused on providing coordinated
employment-relsted services. Grantees would be given great flaxibility to design programs to
belp former AFDC recipients retalo employment,

5,
Visi

This proposal wonld focus on helplng fathers (primarily poor, young, non-murlal fathers} understand
and accept thelr responsibiiitles to nurture and support their children. Bullding on progroms which

seck 1o enance the well-Deing of children, this proposal would facilliate the development of parensing
components wimed specifically at fathers whose participation in the lves of thelr children is often
ignored or even unimentionally discouraged.

Rationgle

There ir considerable evidence that Increased poverty is nor the only adverse gffecr on children of
Jotherless families. Fathers have an Imporiant role 1o play in fosiering self-esteem and self-conirol in
children as well az Increasing end promoting the coreer aspirations of both sons and duaughters.
Some clinical resenrchers and zocial commewtators beliew that much of the increase In violen:
behavior among teenage boys Is ar feast in part due to the lack of posirive male role-models and
supportive fathering in many communities. But good fathering is especially difficult for the many men
who themselves belong to o second and third generation of *fatherless® families or whose own role
rodels for perenting were abusive or neglectfid,

Soscifications

(2) Demonstration grants will be made available to States, Indian tribes, and/or community based
organizations to develop and implement non-custodial parent (fathers} components for existing
programs for bigh risk families {(e.g. Head Start, Even Start, Healthy Start, Family
Preservation, Teen Pregnancy and Prevention) to promote responsibie parenting, including the
importance of paternity cs:a&}ish@eat and economic security for children, and the
development of parenting skifls. -

(b) Grants must last three years, bave sn evaluation component, prefersbly wsing a random
assigrment of individuals to treatment and control groups or, where that is inappropriate for
scientific reasons, the most rigorous appropriste method. '

6.  Section 1115 Waivers
Current Law

Section 1115{(c}(3} of the Social Securlty Act restrices State walvers which can be granted wnder the
child support progrom 10 those thar would not increase the Federal cost of the AFDC program. In gl
other cases, Siates can offset Increazed cosis In one program (such es increased expenditures for
JOBS} with savings in other areas (such as AFDC and Medicald). In ¢hild support, however, savings
generazed from non-IV-A programs cannot be used 1o cover IV-A costs resuliing from IV-D walvers,
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The within-AFDC cost newrality provisions for the child support program discourages States from
looking at IV-D as part of thelr toral welfore reform strategy ond greatly restricts their gbilities to
design and implement child support demonstrations of buerest and significance.

Specification
(a) Increase States” ability to sest innovative IV-D and non-custodial parent programs. Give them
the sams degres of fleaxibility w offset AFDC costs resulting from demonstrations nvolving

child support that pow exists in the other programs. In addition, give States the anthority to
valug the worth of work activities that non-custodial fathers do 1o reduce thelr AFDC debis

aad child support arrearages,
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PREVENT TEEN PREGNANCY AND
PROMOTE PARENTAL RESPONSIBILITY [Title V]

A.  NATIONAL TEEN PREGNANCY PREVENTION INITIATIVE

There are numerous Federal programs thot eddress the {ssue of teen preguancy prevention, ncluding
repeat pregnancies. Some of these programs focus speclfically on teen pregnancy, buat given that the
multiple problems adolescenss face are ofien nierrelated, the specific problemy that other programs
emphasize (e.8., alcohol and drug abuse, school drop-out} are also related to adolescent pregnancy
prevention.  Curvent federal efforts tnclldde HHI 't fomily planning grants, maternal and child health
programs, adolescent health programs, runaway and homeless youth progroms, and alcohal and drug
abuse prevention programs, Department of Education efforts Include drug-free schools and vormuni-
ties programs, and postsecondary education owreach and student suppor services programs; and the
Deparmmens of Labor efforts include New Chance, Yowh Fair Chance, JTPA programs, and the Young
Unwed Fathers Projecs. There are also progrims in the Deparmments of Housing and Urban Develop-
ment, Agriculture, Justice, Interior and Defense.

Visi

We must address the isyue of births among unmarried teens. There will be 6 national campeign 1o
help reduce the monber of unmarried teenagers who become pregnant, This eampeign will alvo take
into account the myried of risky behaviors that can be related 10 teenage pregnancy. It will sirive 1o
develop, enbxrce gnd promote youth competence, s well as foster ties 1o families, tommunities, and
society, .

The rise in births to unmarried teens over e past generation kas ralsed the Issue of teen pregnanty
10 engrmous radonal significance. The number of births to unwed teen mothers increased from
2,000 in 1960 10 368,000 in 1991, Adolescents who bring children lmo the world face a very
difficilt time geting themselves out of poverty, while young people who groduate from high school
ond defer childbearing until they are mature, married and able 10 support their offspring are for more
lixely 1o get ahead, Both parents bear resporsibility for providing emotional and material support for
their child, The overwhelming majority of teenagers who bring children into the world are not vet
equipped to fulfill this fundamental obligation. They are ofien wnable ¢ handie peer pressires and
the risk of other activitles leading to negalive consequences, such as gleohol and drug abwse,
delinquency and violence.

The non-tegislazive aspress of this campaign are ¢ national mobllization of business, nationg! and
communlty voluntary oryaniiarions, religions institutions, schools, and the media behind o shared and
urgers challenge direcred by the President; she announcement of national goals to define the mission
end o guide the work of the national campalgn, and the establishmeny of a privately funded non-
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profie. mon-partisan entity comminted 1o the gouls and mission of the wational campaign. These are
the gsservial bullding-blocks of a comprehensive campaign for yowh balancing opporiunity and
responsibility across the full range of Admindsration youth initiarives, ncluding Goals 2000, Schooi-
so0-Work, Natioral Service, the preveniive health provisions under the Health Security Act, the gfter-
schoo! and jobs programs Included in the prevention packuge in the Crime Bill, ar well a3 the
prevention siralegies proposed below as part of welfare reform,

There are two lepislative aspects of this indriative.  The firss, addressed below, it & Teen Pregnancy
Prevention Grant Frogram where shout 1,000 schools and oommunity-based entities would be
provided flexible grams to baplement promising teen pregnancy prevention strategles. Funding would
de targeted s 2chools with the highest concentration of middle and high school age youtk girisk,
The goal would de w work with youth ar early as age 10 and establish continuous coniact end
imolvement through groduation from high school. To ensure guailry and esteblish ¢ vixible and
effective presence, these programs will be supervised by professional sigff end, where feasible, be
supported by a team of national service perticlpants provided by the Corporation for Nattonal and
Community Service.  The second, described in number 2 below, Iy a4 comprehensive services
demonstration opproach to enhance our learning from prevention strotegies.

specificati

(a) A separate suthbority wnder the Title XX of the Social Security Aot would be established for
grants to promote the development, operalion, expansion, and improvement of school-based
and -jinked adolescent pregnancy prevention programs in areas where there are high poverty
rates or bigh rates of unmarriad adolescent births.

(b)  The approved applicant shall be entitled 10 payment of at least §$50,000 and not more than
$400,000 each fiscal year for five years. The grant smount will be based on an assessment of
the scope and quality of the proposed program and the number of children t© be served by the
prageam. .The grant must be expended in the fiscal year it is gwarded or in the succceding
fiscal year, At least 2 20 parcent non-Federal, ¢ash or in-kind match, is required. Priority
will be given to those with a higher match or an increasing ratio of non-Federal resources
over the length of the grant. -

{¢©) * The grans will be jointly awarded by HHS, Education, and the Corporation for Nationa and
Community Service, in consuitation with other Federal departments snd agencies. The
administration of the program could be delegated 1o another Federal entity, such as the
proposed Qunce of Prevention Council or the Community Empowerment Board.

{d)  Eligible grantees are # partnership that includes a2 local education agency, acting on behalf of
one or more schools, and one or more community-based organirations, institutions of higher
«lucation, or public or private for-profit or son-profit agencies or organizations, Existing
successful programs—including those now operated by national voluatary organizations—-would
be encouraged 1 apply for funds to expand and vpgrade their services. Grantees would bave
1 be located in a school antendance area where either (1) at least 75 percent of the children
are from low-income families as defined under part A of title | of the Elementary and
Secondary Education Act of 1965, (2) there are & significant number of children receiving
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AFDC, or (3) thers Is » high uomarsied adolescent birth rate.  Geographic distribution,
including wrban and rural diseribution, would be taken into account in selection of grantees.

Grantees would, based on Iocal nseds, design and lmplement promising programs to prevent
teen pregnancy through s variety of approaches. Crantees would be given a great deal of
flexibility in designing their program. However, core components at each site must include:

e Curriculum and counseling designed to reach young people that address the full range
of consequences of premature sexual bebavior and teen pregnancy. Existing models
of best practices suggest that these educational sctivities should focus on developing
the psychology and character required for responsible behavior as well as on
expanding coguitive knowledge.

. Activities dJesigned 0 develop susmtained relationships with caring adults. Group
coaching, individual mentoring, and a range of activities afler-school, on weekends,
and in the summer could be included. Such sctivities could also include community
service by the youth themselves,

To ensure quality, programs would be coordinated by one or more professional staff. The
programs, where feasible, would also utilize national service participants 10 engage students,
parents, families, and the community in organizsd efforts to reduce risk-taking behaviors that
may lead to adolescent pregnancy, iocluding the delivery of services and in the coordination
of during- or after-school activities, Grantees will be asked to describe the role that any
National Service participants will play in the program, consistent with the National and
Community Service Act of 1950,

Grantess are allowed 10 expand on these core components, including ednéu:zing sctivities as
part of ancther youth development program,

$t % m -y

Grantees would be askad to submit an spplication. The primary aspect of the application
would be 8 plan which addresses local meeds and describes () the measurable goals the
applicant wants 1o schieve and how it intends 1o measure progress in achieving the goals; ()
curricslum and counseling and sustdined adult relationships components of the program, as
well as any additional components, and how they intend w implement them; and () how
national service participams will be an integral part of the program, where feasible.

They would also be asked to provide other assurances, including

. How the services provided are based on research of effective approaches w reducing
teen pregnancy. Other risk-taking behaviors correlated with teen pregnancy should
8i50 be Included.

. How both male and female teens and, where possible, out-ofeschool teens will be
served. : ’
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. How each program would work with middle and/or high schiool age youth Lges 10
through 19) 1o establish continuous gontact and involvement through graduation from
high school.

* How school staff, parents, community ofganizations, and the teens to be served bave
been snd will be included in the development of the application as well as the
planning and irplementation of the program.

. Evidence of ongoing commitment with other comrreunity Institutions, such as
ghurches, youth groups, universities, businesses, or other community, civic, and
fraternal organizations.

- Cocrdination of their program with other Federal or federally assisted programs, state
and Iocal programs, asd private activities, and how the applicants resources and
services are linked and coordinated. For example, with the State sducation agenvy.

. How the program plans to continue operation following completion of the grant
period.
J How funds will oot supplant Federal, State, or focal funds.

A grantes would be given priority if their non-Faderal resources are significantly in excess of
the 20 percent required or there is an increasing ratio of son-Federal sesources over the length
of the grant, and if they participate in other Federal and non-Federal programs.

The Secretary may terminate a grant before the end of the S-year period if the Secretary
determines that the grantee conducting the project has failed substan:zaziy 10 carry out the
project as described in the approved application.

'I‘cml fundmg for the program is $300 million over five years. $20 million in FY 1995, $40
miltion in FY 1996, $60 million in FY 1997, $80 million in FY 1998 and $100 million in FY
1999 and each subsequent fiscal yeas, thereafter. Up w ten percent of the funding will be set-
aside for the evaluation, training, and technical assistance as well 35 for establishment of 3
National Clearinghouse on Teen Pregnancy (see j. #nd k. below), Since this program and the
Clearinghouse is authorized through Tide XX of the Social Security Act, any funds not
expended in 2 fiscal year shall be redirected to the Title XX Social Services Block Grant
Program,

A rigorous Federal evaluation of some sites would be conducted. Grantees would be asked to
provide information requested for the evaluation. Training and technical assistance would
also be provided to the grantees,

A National Clearinghouse on Teen Pregnancy Prevention would be established to provide
communities and schools with teen pregnancy prevention programs with curricula, models,
materials, training and technical assistance. This could be an existing clearinghouse or
technical assistance center. It will establish an information exchange and setwork on
promising models and rigorous evaluations.
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The Clearinghouse would be a national cester for the collection snd dissemination of
programmatic information and technical gssistance that relites to e pregnancy prevention
programs, It will also look &t the state of teen pregnancy prevention program development,
including Information on the most effective models. It would develop end sponsor fraining
institutes and curricula for teen pregnancy prevention program staff, and develop networks of
for sharing end disseminating information. The Clearinghouse could also condusd evaluations
of teen pregnancy prevention programs (zot limiled o the grants provided in this bill).

There are demonsiration guthoriiies that exist to serve yowh in particular areas, but most are not as
comprehensive as the demonstrations described below in the scope of services for ali yourth and are
not a saergrion model,

Visi

Early unwed child-bearing and other problem behaviors are imerrelated nd strongly influenced by
the peneral life-experiences associoted with poverty. Changing the ciroumstances in which people live
and consequently how they view themselves Is needed 1o change the declsions young people make in
regard w their lives.

For any effors which kopes 1o have results that are large enough to be meaninghd, anention puust be
made to clreunstances in which youth grow up. I should address g wide specorim of wreas
associcted with yowth Iiving in o healthy community:  economic opportunity, sqfety, hechth, ond
education. .. » v .

Particular emphasis pust be peid to the delay of rexual activity and prevention of adolescens
pregrancy before marriage.  Programs that,combing these clements have shown the most promise,
especially for adolescerts who are motivated to avold pregnancy until they are married. Howewr, for
those populations where adolescent -pregnancy is o symptom of deeper problems, education end
contracepsive services alone will be inadequate; they must be pant of @ much wider spectrum of
services, ' .

Interventions need o enhance education, prevemr drug use, link educatlon 1o health end other
services, and help stabilize communities and families in trouble. This would provide o sense of
ratlonatity and order in which youth can develop, make decisions, place trust in individuals and
Institutions serving them, and have g reasonable expeciation of a long, sufe, and productive life,

CompreRhensive Demonstradion Gronts for Youh in High-Risk Communliies of syfficient size or
“critical mass” 1o significandy Improve the day 1o day experiences, decirions and behaviors of youlh
are proposed.  Services would be non-caregorical, integrated and delivered with a personal
dimension. They would follow a "youth development® model and would seek to assist communities as
well as directly support yowh and families. These demonstrations would be coordinared with cther
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Administration activities, such a5 the prevention components of the Crime bl and empowermens
2ones, and would be part of an overall commurity strategy for youlh,

Specificati

(@)

(b)

(c)

{d

A 3eparate suthority under the Tite XX of the Social Security Act would be established
whereby a designated number of neighborhood sites chosen by the Secretary, in ¢onsultation
with the Secretaries of Education, HUD, Justice, Labor, and the Dirsctor of the Office of
National Drug Control Policy, would be entiled to & demonstration grant to educate and
support school-age youth {youth ages 10 through 21) in bigh risk situations snd their family
members through comprehensive social and health services, with an emphasis on pregnancy
pravention. ‘

Funding and services provided under this program do pot bave wo achieve this goa! of
comprebensiveness in snd of themselves, Rather, this funding can be psed to provide “glue
money,” fill gaps ip services, eosure coordination of services, and other similar activities
which will help achieve the overall goal of compreheasive integrated services to youth.

Starting in FY 1995, up to seven community sites would be exntitled to $50 million over 5
years (up to $3.6 millios per kite). Grantees would be required to provide a 10 percent, in
cash or in-kind, match of the Federal funding. Privrity would be given w those with & higher
match or an increasing ratio of mon-Federal resources over the length of the grant. Siace this
program Is authorized through Title XX of the Social Security Act, sny funds not expended in
& fiscal year shall be rexiirectad to the Title XX Social Services Block Grant Program.

The demonstration grantes would develop 3 ootmunity-wide strategy @ address the causes
and factors of risk-taking tendencies among youth, 0 positively affect community norms, to
increase community bealth and safety, and to gezerally improve the social enviroument to
enbance the life choices of community youth. The strategy would be used to provide 3
coniprehensive sef of coordinated services designed o saturate the community and would
includa, but not be limited 10, the following areas:
3
i Health education and scvess services designed to promote physical and mental
well-belng, delay sexual sctivity, and personal responsibility, These include school
bealth services, health education, family planning services, slocobol aod drug wse
prevention services and referral for treatment, life skills training, and decision-making

skills training.

(i} Bducational snd employability development services designed to promote
educational advancement that lead to a high schoo! diploma or its equivalent and
opportunities fer high skill, high wage job attalnument and productive
employment, 1o establish a Ufelong commitment o learning and achievement, and
1o increase self-confidence. Activities could include, but are not limited to, academic
tutoring, literacy training, drop-cut pravention programs, carser ad college
counseling, mentoring programs, job skills training, appremticeships, and partiime
paid work opportunities.

98



(e)

®

Wellars Relarm Bpecificutions hame 14, 1954

(ii)  Social support services designed to provide youth with a stable environment,
continuous contact with adults, and encouragement to participate In safe and
productive activities. Services could include, but are not limited to, cultural, recre-
ational and sports activities, leadership development, peer counseling and crisis
intervention, mentoring programs, parenting skills training, and family counseling,

(iv)  Community activities designed to Improve community stability, and to encourage
youth to participate in community service and establish a stake in the community.
Activities could include, but are not limited to, community policing, community
service programs, community activities in partnership with less distressed
communities, local media campaigns, and establishment of community advisory
councils with youth representation.

v) Employment opportunity development activities designed (o be coordinated with
educational and employability development gervices, social support services, and
community activities described In (i) through ({v). Emphasis would be on the
development of linkages with employers within and outside the community to help
create employment opportunities and foster an understanding by community youth of
the relationship between productive employment, healthy development, and sound life
choices.

Sites would have to meet the following characteristics, and any others determined by the
Secretary of Health and Human Services, in consultation with the other Federal agencies.

(i) Geographic — Communities must identify the community or communities they will
target, Smaller, more focused boundaries than those required in. Empowerment Zones
or Youth Fair Chance will be used in order to develop a "critical mass® of services to
meet the above goals. Each community must have an identifiable boundary and must

w1+ ~be considered a community by its residents.

(i) : Population — Each community or group of communities have populations of approxi-
mately 20,000 to 35,000 people.

(iii)  Poverty — The entire area must have a poverty rate of at least 20%.

Local governments (or units of local governments) and local public and private non-profit
organizations could apply. Applicants would be required to supply evidence of comprehen-
sive commitment to the project and collaboration between the community and the city and
State (such as local school to work partnerships). The applicant must involve multiple
elements (e.g., government, schools, churches, businesses) of the community and the State in
the planning and implementation of the demonstration program. Applicants must demonstrate
(1) ability to manage this major effort, (2) resources for obtaining data and maintaining
accurate records, (3) how they will coordinate with other programs serving the same
population, and (4) assurances that the funding provided through this program will oot be
used to supplant Federal funds for services and activities which promote the purposes of this
program. :
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{&)  Applicants must define the goals Intended to be sccomplished under the project. They must
also describe the methods o be used in measuring progress toward sccomplishment of the
goals and outcomes to be measured. Outcomes 1o be measured would include, but wre ot
limited to, unmarried birth rates, bigh school graduntion rates, ellege aneadance rates, rates
of 2icohal and other drug use snd viclence reduction.

()  The Department will support rigorous evaluations of afl demonstrations,  The Federal
government will also provide techpical assistance to applicants thm;zghant the life of the
demonstration. These activities will be covrdinated with the National Clearinghouse on Teen
Pregnancy Prevention. $10 million would be providad for these activities,

{i) The Secretary may terminate » grant before the end of the S-year period if the Secratary
defermines that the granitee conducting the project has fuiled substantially 10 carry ont ihe
. project as described in the gpproved spplication.

B. RESPONSIBILITIES OF SCHQOL-AGE PARENTS RECEIVING CASH ASSISTANCE

1.  Mipor Parents Live at Homs

Current Law

Under Section 402(a}(43) of the Social Security Act, States have the option of reguiring minor parents
(those under the age of 18) to reside In their parents’ household, a legal guardion or other adult
relative, or reslde in o foster home, maternity home or other odult supervised supportive living
arrangemens (with certain exceprions). Delaware, Maine, Michigan, Virgin lslands, and Puerto Rico
have included this In their State plans.

Yisi

By definition, minor parents are children. We believe that children should be subject to adult
supervision.. This proposal would require minor parents to live in an environment where they can
receive the support and guldance they need. At the same thne, she clrowmstances of eack individual
minor will be taken into aecount in making decisions about living arrangements.

Specificari

{a) All States would require minar parents to reside in their parents” household or with & legal
guardian, with certain exceptions as described below. This is the same a5 e allowed State
option under current iaw, except that now the provision would be & requirement in &)l States.

o) As in current law, when a minor parent lives with her ;,%awaz{s), the parent{s) income is
taken into account in determining the benefit. I the minor parent lives with snother
responsible gduly, the regponsible a&uii £ incomeé is not taken ioto scooumt.  Child suppont
would be sought in al} cases.

) A minor parent is an Individual who ) is under the age of 18, (i) has never been murried,
and (iii} Is either the natural parent of 8 dependent child living in the same household or
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eligible for assistance paid under the State plan.to 3 pregnant woman, This is the same
definition 85 current law,

The following exceptions (now in current law) 1o fiving with s parent or legal guardian will
be maintained:

(¥ individual kas no parent or legal guardian of kis or her own who is living and whose
wherezbouts are known;

(i)  no Yiving parent or legal guardian of such individus! alows ¢ individual to live in
 the kome of such parent or guardian:

(iii}  the State agency determines that the physical or emotional health or safety of the
individusl or dependent child would be jeopardizad if the individusl and dependent
child lived in the same residence with the individual'’s own parent or Jegal guardian,;

Gv)  individual lived apert from his or ber own parent or legal guardian for » period of at
feast one year before either the birth of any dependent child or the individua! kaving
made agplication for gid o families with dependent children under the plan; or

{v}  the State agency otherwise determines (in accordance with regulations ksued by the
Secretary) that there is good cause for waiving the requirement. (In those Siates that
have this policy, the following are examples of what they determine 10 be good cause
exceptions: the home is the scene of illegal sctivity; returning bome would result in
overcrowding, viclation of the terms of the lease, or viclation of Jocal heaith and
safery standards; the minor parent is adtively participating in 8 substance sbuse
program which would no longer be available if she retumad home; no parent or legal
guardian lives in the State.)

Cdr:tbm law and regulation requiring that the determination of & minor paremt’s residency
statiss must be made within the 45 days that all eligibility determinations are made would be
maintained,
L4

I the State determines the minor should not live with & parent or legal guardian (or the
current arrangement ceases to be sppropriate because circumstances change), the minor must
be assisted in obtaining an sppropriste supportive altermative to living independently, (The
types of living arrangements that States now use or are considering include living with an
adult relative, & Hcensed foster bome, in 2 group home for pregnant teens or teen parents, and
in an spproved congregate bousing facility.) If no appropriate setting is found the State must
grant eligibitity, but must utilize case managers to provide support for the minor,

The State would use the pase management for teen parent provision (see #2 below) 10 make
the determinations required under this provision. As described in the vext proposal, these
case managers would be trained sppropriately and have reasonable casaloads. Determinations
would be made after a full assessment of the situation, including taking into account the needs
ardd concerns expressed by the minor,
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(h)  This provision would go into effect in FY 1996,

Currently, familles on welfare receive addisional support whenever they have an gdditional child,
Yision

Stazes should be allowed to seek 10 reinforce parental responstbility by not increasing AFDC bencfirs
when a child is conceived while the parent is on welfare, The message of responsibility would be
Jursher sirengthened by providing the jomily an opportunity to earn what would have been poid in
benefits.

. + ‘
Specifications »

{8 Allow States the option of limiting the increase, In fidl or in part, in the AFDC benefit
amount whea an additional <bild is conceivad while the parent is on welfare. In order to
exercise this option, the State must demonstrate that family planning services under 402(a)(15)
are available and provided to all recipients who request them.

{b) Under this option, if a parent has an sdditional child, the State must disrepard an amourst of
income equal to any increase in aid that would bave been paid as a result of the &iditional
child. Types of income 1o be disregarded inglude:

{) child support;
(i} earned income; or
{m} r ~any.other source that the-State develops and is a;aproved by the Secretary.

{c} Tht: provision would not be applied in the case of rape or in any other cases that the State
agency finds would violate the standards of fairness and good conscience {such g3 where there
is clear evidense that contraceptive failure occurred in & unemployed parent AFDC family).

r

{d) This provision would go into effect in FY 1956,

Section 482(b)(3) of the Social Security Act allows Stwes 10 provide casz managemers o gl those
participating in the JOBS program,
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Frequently, Ut Is multiple problems that lead youth 1o the welfare gystem. Thelr complex needs gfien
xtand in the way of thelr meeting educational reguiremerss and other responsibilities.  Removing
these barriers to self-syfficiency can Involwe the confising and difficult process of accessing multiple
service syvtermy.  This proposal world provide eeery teen wirtk a case manager who would help them
navigate these xysiems and hold them accounsable for their responsibilisies and requirements.

Snecifications
() Require States to provide case manngement services to sl custodial teen parents under age 20
who are receiving AFDC,

()  Case management services 1o teen parents will include, but i not limited t0:

- {) assisting recipients in guining sccess to services, including, &t a minimum, family
planning, parenting education, and educational or vocational training services;

(i)  determining the best living situation for a minor parent, taking into account the neads
and concerns expressed by the minor (see #1 sbove],

(i)  monitoring and enforcing program participation requirements {iscluding sanctions and
incentives where appropriate); and

(iv}  providing ongoing general guidance, encouragement and support.
States must describe in their plans bow they will mest these wquirmems:

{2 Case, managers must receive adequate training in the social service and youth development
ficld, and Siates should take into account recommendations by appropriate profmzonai
organizations 10 carry this out. Also, the case managers must be sssigned a caseload of a size
that permits effective case managemgnt (adequately serves and protects teen parents and their
children).

(&)  This provision would go into effect In FY 1996,

Under Section 402{c)(19) of the Soclal Security Act, teen custodial parents are reguired o panticipaie
In the JOBS program unless they are under 16 years of age, antending school full-time, or are in the
last seven months of pregnancy. Farticipation in the JOBS program imwolver an assessment of the
Individual, and an agreement specifying what support services the Staty will provide and what
obligations the reciplent has. For those who hove not obigined a high school diploma or ¢ GED,
enendance at school can serve as thelr JOBS assignment.  Participation In the JOBY program is
contingent on the existence of such g program in the geographic vicinity of the reciplents’ residence.
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In addirion, under & Section 1115 waiver, Stater con Implement programs which wilize Incentives or
sanctions to encourage or require teen parents on AFDC to continue thely education. Twe examples
of Staies having done or planning to do this are the Learning, Earning, and Parenting Program
(QEAP) in Ohio and Cal Learn In California, which Is in the process of being implemerzed. LEAP
and Cal Learn are mandatory for all pregnant and custodivl wen parents who are recelving AFDC
and who do ot have a high schoo! diploma or GED. Under both LEAP and Cal Learn progrom
rules, all eligible teens are required to enroll {or remain enrolled) in and regulorly atiend a school or
education program leading to @ high school diploma or GED. These twyy lnitiatives opply only 1o
teens who are case heads. Ouher Stares have obiained walvers to Umplement programs using sonctions
fo influence dependents to continue thelr educarton,

Visi

Teenage mothers face substantial obstacles to achieving self-sufficiency. Eighty percent of teen
mothers drop out of high achool and only 56 percent ever graduste. Their earning abilities are
Uimited by fack of education and job skills. Teen purents are ofien not well prepared in the areq of
parensing,  This proposal provides Stotes with o mechonism to wilize creative approaches for
encouraging and supporting youth in both their educational and parenting endeavors.

Specificat

{a) Provide States the option t0 use monetary lacentives (which must be combined with sanctions)
as inducement for pregnant teens and teen custodial parents who are receiving AFDC and who
do not have a bigh school diploma or GED to eénroll {or remain enrolled} in and regulariy
attend & school or esducation program leading to a8 high schoo! diploma or GED, or a program
leading t0 a recognized degres or skills certificate if the State determines this is most
sppropriate for 8 recipient. States may alse choose o provide incentives for participstion in
parenting education activities, This option will operate as part of the new JOBS program, and
the.rules pertaining 1o JOBS will apply unless it is specifically stated otherwise.

1 Each State plan must clearly define the following ~

Incentives: States must define by how much benefits will be increased and what kinds of
‘ achievements will be rewarded.

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

In Ohiv's LEAP, teens who provide evidense of school enrollment receive & bonus payment
of $62. They then receive an additional $62 in their welfare check for each month in which
they meet the program’s attendance requirements. For teens in a regular bigh school in Ohio,
this means being sbsent no mors than four times in the month, with two or fewer unexcused
absences. Different attendance standards apply 10 part-time proprams, such as Adglt Basic
Education (ABE) programs providing GED preparstion assistance, but the same financial
incentives apply.

Participants of Cal Learn will be required to present their report cards four times a year. The
grant will be increased by $100 for the month afier the Cal Learn participant receives a report

M
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card with a *C™ average or better. For graduating high school {or its nquwxiam), these teens
will have their grants Increased on 8 one time basis by $500.

Sanctions; Sanctions under the revised JOBS program would apply ualess the State proposes
alternative sanctions, to be approved by the Secretary, which the State believes benter achieves
their abjectives.

Examples of sanctions chosen by Ohio and California are a5 follows:

In LEAP, teens who do pot attend an initial assessment iterview {which commences
pariicipation in LEAP) or fail o enroll In achool have 387 deducted from their grant (e, the
teens are “sunctioned”) sach month until they comply with program rules. Simiarly, ewrolled
teens are sanctioned by $62 for each month that they excead the allowed number of unexcused
absences. Teens who excesd the allowed number of total absences, bit do pot exceed the
allowed aumber of unexcused sbsences receive neither 2 bosus por a sanction.

In the Ca} Learn program, teens who do not receive at least 3 "D” average or who do sot
submit bis/her report card will have the assistance unit grant reduced over 3 two month period
by the lesser of $50 or the amount of the grant. This will zesult in & sanction of pot more
than $100. Included in the sanctions will be teens that do pot present: their repornt cards
becsuse they have dropped out of school or were expelled,

Coordination: A case manager {as described in A.2) will assess each recipient’s needs and
arrange for appropriate services. Stafes must describe the mechanism <ase managers and other
gervice providers will use 1o coordinate with schools.

Eligibiliry: States mugt intlude custodial tesn parents under 20 years -of age and pregnant
women under the age of 20 who bave pot received 2 bigh achool diploma (or equivalent).
States may thoose to include custodial pregnast teeas and ties parents up o their 2Ist
bitthday

Exgmmim Exemptions from panticipation will be based on the same new guidelines
governing participation in JOBS andyWORK, with two exceptions. First, t2ens will only be
able to defer participation for 3 months afier giving birth, Also, a disability will not allow &
recipient 10 defer participation in high school, &5 schools districts are required to provide
students with disabilities appropriste services, (See JOBS and WORK section of proposal for
more specific details.) .

State-wideness: States can Himit the geographic scope of this option.

Information. and_Evalugtion: States would be required to provide information nt the
Secretary’s request and to cooperate in any evalustion,

Monetary incenives provided under this program would be considered AFDC.

Monetary incentives provided under this option would not be considered income in
determining a family's eligibility for any other Federal or Federally-assisted program, snd any
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other Federal or Federslly-assisted program would treat any peadlty imposed as if no such
penalty had been applied.

{) ‘This provision would go infc effect in FY 1996.
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IMPROVING GOVERNMENT ASSISTANCE {[Tite VI, Title VII]

A. RATIONALIZATION AND SIMPLIFICATION ACROSS ASSISTANCE FROGRAMS

The rationalizorion and simplification of assistance programs i¢ something of the holy grail of welfare
reform—always sought, never realized. The reasons are many: different gocls of different programs,
varied conssituencies, Deparemental differences, divergens Congressional commitsee furisdicrions, and
the inevitable creation of winners ard losers from changing the storas guo.  Yet everyone agrees that
reciplents, administrators, ond tawpayers are all losers from the cwrers complexlty. Below are
several proposals for reform. The propesals do not moke substansial changes in progrom struciures.
Rather, the proposaly wchieve simplification by srecunlining edminlstrative processes and by
conforming program rules between the AFDC and Food Stamp programs. The proposals modify
existing rules that create gamecersary complexity and confision for pregram edministrators and
reciplenss.  The proposal also suppores the expansion of Elecrronlc Benefits Transfer (EBT) programs
SJor delivering Federal and State governent benefus. Nationwide expansion was recommended by the
Yice President’s National Performance Review as g means of reducing fraud, streamlining benefit
delivery, and soving wopayers money. No legislative or reguiatory provisions are included in the
welfare reform proposal specific 1o the EBT expansion, plthough the swo Initigtives are complementary
in their commitment 10 improwe government assistance.

J. RESOURCES
(A) Genergl

Current Law

The Social Security Act and implementing regularions set o 31,000 limit (or a lower limit at State
option} on the equity value of resources thar a family may have and be eligible for AFDC. Excluded
Jrom consiferation ax countable resources are the home owned and occupled by the family; an
outomoblie with @ maximupt equity value of 31,500 (or a lower limlt o Siare option); bona fide
Juneral cgreements with o maximum equlty velue of 31,500 for each fomily member (or lower Hait set
by the State); one burlal plos for each family member; and real property for o period of 6 consecigive
morihs {or 9 consecutive months at State option) which the family Is making o yood faith effort 1o
sell. Under certaln conditions, States may establish rules regarding transfer of resources

in order 1o obiain or retain eligibiliry.

The Food Stamp Acy and buplementing regularions 3et ¢ $2,000 limis {or 33,000 for a household with
o member age 80 or overj on the valur of resources @ howsehold may have and participaze In the
program. The Act does not specify how the value of resources is o be determined, but provides for
uniform national eligibility standards for Income and resources.  State agencies are prohibited from
imposing any other standards of eligibility. Households in which gach member receives AFDC, 581,
or general assisiance from certain programs do not have 1o puass the food stamp resource eligibility
rest.  Regulations exclude frdm resources the value of one burial plot per family member and the cash
vidue of Ijfe Insurance policies, Also excluded is real property which the household Is making ¢ good
Jalth effors 1o sell at a reasonable price and which has not been sold, There Is no specific exclusion
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Jor burial plans (funeral agreements). Any amount that can be withdrawn fram a funeral controct
without an obligation to repay Is counted as a resource.

Food Stamp law prohibits the transfer of resources within the 3-month period prior 1o gpplication, A
household that knowingly wransfers resources for the purpases of qualifving or auempting to Qualify
Jor food stamps shall be ineligible o particlpare in the program for a period of ¥p to one year from
the daiz of discovery of the rangfer.

Yisicn

Both the AFDC and Food Stamps programs serve similar needy populations. Yet, because the rules
Jor treatmens of both the amouras and cotegories of resources are different In each program,
resources that meet one program's requirement can result In Ineligibilivy under the other.

Both progroms have substantially different rules for evaluating the resources of that needy growp,
Jorcing welfare odministrators to apply different program rules o the some resources by the some
Jamily,  The following legisiarive proppsal would reduce the current adminisirative complexity and
confusion for welfare mdm:rmrx and recipients by providing uniform treamment of asseis where

appropriaie.
Specificar

Require the Secretaries in both Departments to develop uniform resource exclusion policies in the
following areas, by October 1, 1996:

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

{} The Secretary of HHS shall specify in regulations the valuation and method for determining
valyation of an automobile.

(¢}  Resburce Exclusions:

»
() Real Proverty: Propose legistation to amend the Social Security Act to exclude real
! property which the AFDC family is making a good faith effort to sell at a reasonable
price and which has not beet gold, to conform to the Food Stamp policy,

\ 1 : i _ jes:  Propose iegzsizxian to smead the
Soczai Seczm:y &az o wzaiig uciuﬁc &ze castz surrender value of life imsurance
policies ynder the AFDC program 1o conform to the Food Stamp policy.

iy Trapsfer of Resourses:  Propose lepisiation o provide that s bousehold that
knowingly transfers resources for the purposes of qualifying or attempting to qualify
for AFDC ghall be ineligible for benefits for 8 period of up to one year from the date
of discovery pf the transfer. This proposal conforms o the Food Stamp policy.

G
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The administrative complexity thar exists I applying certaln resource requirements in the AFDC and
Food Stamp programy will be greatly reduced wnder the proposed changes. Welfare administrators
will be abie 10 apply the sume rules 1o the same resources for the same famlly, These conforming
changes achizve simplification by streamlining the administrative processes in both programs,

{B)  Asset Accumulstion - Individual Development Accounts

Current Law

The Soclal Security Act and lmplementing regulations set ¢ 31,000 lmit (or @ lower Umlt ot Siare
option} on the equity value of resources thar a famlly muy hove and be eligible for AFDC, with only
limited exclusions.

The Food Stump Act and implementing aegulations sec ¢ 32,000 limit (or $3,000 for a household with
a member age 63 or over} on the value of resources ¢ household may have and

participate in the Program, Section 13925 of Pub. L. 10366 of the Omnibus Budget Reconciliation
Act provides that the Secretary of Agriculture shall conduct, for a period not to exceed 4 years,
projects 1o test alowing not more than 11,000 households narionwide to accumulate up to 310,000
each In excluded resources. These assets are for later expendicurer for a purpose direcily related to
Umproving the education, training or employability {including self-employmens) of housebold members,
Jor the purchase of ¢ home for the household, for a change in the household’s residence, or for
making major repairs 1o the household s home.

visi

Welfare reform showld include strategies to test the notion that one wiy out of welfare for some people
is through. evypowering them o start thelr own businesser wd encouraging them to save  their
earnings 10 bulld for the future. During the campaign, the President endorsed the idea of helping
welfare recipients help themselves by proposing 1o Increase the number of microenterprizes and
establish Individual Developmeny Accounts @DAs).  These legislarive proposals would promote self-
sqﬁicignq by encouraging recipienss to accumulate savings, assess and start their own busineises.

An IDA is an oprional earnings-bearing, tax-benefitted trust acvount in the rome of one person. An
IDA would be held in @ leensed, federally-insured financial instinaion. Withdrawals con be made
from the account only for gualified purposes, which nchide: first Bome purchase, pos-secondary
educaiion {collegellong-term tralning), or business development {microenterprises). There wouild be
penalties for nondesignated wse of the account.  Participans efigidility would be determined by the
State ogency using Federal guldelines. Monies placed into an DA accours by an AFDC and Food
Stamp recipient would be disregarded for purposes of derermining resource limits, up to $10,000. Al
income placed Into an IDA would be tax deferred.  An individual would retain the IDA after leaving
welfore, but would stil be required 10 use the resources for specified purposes or would face
penaltles, .

The tax laws will be amended to allow jor the establishmen: of IDAs; DHHS and USDA regulations
will set the limit atr 310,000, subsidized IDAs will be established on @ demonstration basis;
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unsubsidized IDAs will also be perminted for qualified individuals not involwed in a demonstration.,
Currens recipients (ond applicants with estabiished IDAs) for both the AFDC and Food Stamp
programs can establish IDAs and have thelr savings and interest excluded. Siares, ar thelr option,

could pursue this approach to promoting self-sufficlency.

Specifica
1. National Unsubsidized IDA Program
(a) At State option, aliow IDAs to be established by Federally insured financial institutions t be

{3
(@

{(2)

used exclusively to pay for post-secondary education or training expenses, first-home
purchases, or business capitalization where there is o qualified plan. Effective October 1,
1996,

Recipients of Food Stamps and AFDC are eligible for participation in the IDA program,
Individuals otherwise sligible for the Earped Income Tax Credit shall be permitted to astablish
IDAs, but same restrictions apply (speclfically see provision (v} below).

(i Annual contributions shalt not exceed the lesser of $1,000 or 100% of all income,
excluding public assistance, with 8 total account limit of $10,000 per family.

(i)  The total amount in an IDA shall not excesd $10,000,

(iii)  If the accounts are established while a family is on AFDC or Food Stamps, the IDA
account balance will not count against a family's resource limits, Families who leave
the rolls after opening an account can continue the account. If the family re-applies
for AFDC or Food Stamps at a later dats, their IDA savings and interest, wp t
$10,000, are excluded.

{iv}. If an IDA-¢ligible individua! establishes an IDA while not receiving AFDC or Food
Stamps (for example, upon receiving an EITC payment under the subsidized IDA
demonstration) and subsequently applies for gssistance to either program, the amount
in the 1DA shall be applied.against the resource fimits for purposes of determining
eligibitity,

Funds in an IDA account are tax deferrad wuntil withdrawn,

The penalty for & withdfawal from sn unsubsidized IDA for purposes ofber than those
specified will be 10 percent of the amount withdrawn that is includable in income,

Amend the tax laws to allow Sistes, localities, and community development fisancial
institutions 1o apply to receive grants to operate &year DA demonstration projects.  Project
granis will be awarded by the Community Development Bank and Financial Institutions Fuad
on 3 competitive bagis and must be renewed annually, Authorized levels are $10 millios in
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fiscal year 1997 and 2002 and $20 million for fiscal years 1998 - 2001. Effective October 1,
1996.

()] $500 in initial financial assistance will be placed into accounts established for project
participants who establish IDAs so banks are willing to set up the accounts. In
addition, participant contributions may be subsidized in amounts ranging from $.50 to
$4 for each $1 deposited, not to exceed $2,500. Total individual IDA amounts may
not exceed $10,000.

Gi) Eligible participants are households with: st least one member eligible for EITC, an
adjusted gross income pot in excess of $18,000, and s net worth not in excess of
$20,000.

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

(iv)  Grantees must submit annual reports on the progress of their project.

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

(vi}  The penalty for a pon-designated withdrawal from a subsidized IDA will be the total
amount of the subsidy and 10 percent of the individual's contribution of the amount
withdrawn.

Self-Empl Mi ise D .

Through a memorandum of understanding, HHS and SBA will jointly develop and administer
a minimum 5-year, self-employment/microenterprise demonstration program. Consultation
with Agriculture, HUD and Labor is also required. Participants must be persons with incomes
below 130 percent of poverty or persons participating in JOBS, WORK or AFDC-only, with
the percentage of welfare recipients to be established by the agencies. Local intermediaries
(organizations or consortium of organizations) will apply to enter into agreements to
demonstrate the program. Authorized amounts shall be $4 million for fiscal years 97 and 02
and $8 million for fiscal years 1998 - 2001. Effective October 1, 1996.

@ HHS and SBA, in consultation with public and private organizations, will identify
promising program models currently used to provide self-employment and related
services to low-income individuals and design a demonstration to evaluate, using a
randomized experimental design, at least two types of models with contrasting levels
of technical assistance. The agencies may fund up to five other projects with designs
that do pot lend themselves to a randomized experiment.

(i) HHS and SBA may provide technical assistance, grants, loan guarantees and loans to
intermediaries.

111



Wollwe Ralorm Rywcilumions dwn 34, 1909

i)  In selecting intermediaries, SBA and HHS will take into consideration the applicant’s
record of success, program design, capacity and other eriteria,

{iv)  Intermedizries must have contracts with the Jocal JOBS sgeacy such that JOBS and
WORK program funds will be used to provide suppontive services lucluding training
and technical assistance for participants who sre welfare recipients,

v) Preliminary and final effectiveness evaluation reponts together with recommendations
must be submitted to the President and Congress. A report on barriess is also
required, The evaluation study shall take into consideration fncresse in self-
sufficieacy, reduced costs of public support, number of businesses and jobs created,
vosv-effectiveness, and program effactiveness. Early and regular feedback to the
participating intermediaries is also specified.

4, iher Legislative Changes

{a) The Sogial Security Act and the Food Stamp Act will be amendsd, as appropriate, to comport
with the changes In the tax laws. In addition, smendments will be drafied to inclode the
following provisions:

) Luoe sum income: Nou-recurring lump sum income will not be counted for resource
purposes in the month of receipt or the following month if put i an 10DA.

(ii) ‘The 1otal exclusion for an AFDC assistance unit or Food Stamp household is $18,000.
Rationale

IDAs and other set-asides provide welfare recipients the oppormunity 10 be entrepreneurs in the private
sector and. geGurgdare savings for specific purposes.  This approach promates self-sufficiency by
empowering them (o start their own businesses and encouraging them to sawe money they earn o
build for their future. Addizionally, the money saved in IDAs might be used by participans for
educational and training purposes, thus saving local program resources,

€y ° Microenterprise (Self-Employment)

Lacrent Law

Resource Exclusions

Under Federal AFDC policy, except for real property, Staes may disregard for AFDC purposes
income-producing property {as defined by the State) of self-employed individuals. States may also
disregard income-producing property owned by a recipient who is not currendly employed, but who the
State reasonably expects o return to work. Federal regulations ar 45 CFR 233.30(a)(3)(xxi) reguire

thas Stares disregard, for AFDC purposes, bona flde loans from any source for any purpose that meet
the criterio set out in the State Plan.

112



Wiglars Raforms pwillication o 14, T

Section 5(g)(2) of the Foad Stamp Act and implemensing regulasions at 7 CFR 273.8(e)(3), (5). (6),
(%, (15) and (16) exclude “property which annually produces income vonsistent with U3 fair maorket
walue; property which i essenticl to the self-employment of & household member; Installmens coneracts
Jor the sale of lands and bulldings, If the contracs ... Is praducing income consistens with falt marke:
vdue; resources.. of. self-employed persons, which has been provated as Income,” non-liquld assets
with lens resulting from business loans; and real or personal properey that is needed for maolnencnce
of certain vehicles.

Spesifications
{a) Amend the Social Security and Food Stamp Acts to give the respective Secrétaries the

authority to specify in regulations exclusions mecessary for self-employment. Require that
these regulations be prepared jointly and demonstrate consistency between the two programs,

-

) Amend the Food Stamp Act 10 exclude business loans from resources.
Ralionale

Currers AFDC policy does nor permis funds necessary for the operation of ¢ microencerprise to be
excluded yeparately from the general 31,000 resource limlt,  This restriction discourages recipients
Jrom estoblishing small Businesses. By expanding the microenierprise resource exdusions,
microenterprise owners will be able 10 set axide sufficiens liguld resources to operate the business.

2. INCOME ISSUES
Visi

Federal laws or rides frequently disregard o part or the wral Income gf gpplicants and recipients in
determining eligibility and benefits for gssistance programs. Ofien, the same income Is trecied
differently In the AFDC and Food Siomp programs.  Sech differences are incomprehensible o
recipients and difficult 1o administer, -

Our goal is to adopt uniform equitable income disregard policies for the AFDC and Food Stamp
programs which are easy to understand, simple $0 administer and promote work and education.

Under Section #02(a)(17} of the Social Security Act, non-recwrring lump surm bicome §5 considered 10
be available 10 meet an AFDC family's current and future needs. [f the assistance unit's cowuable
income, because of receipt of lump sum income, exceeds the appliceble State need ptandard, the unit
is Ineligible for a period determined by dividing the total countable Income (ncluding the lump sum)
by the need standord,
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The Food Stamp Act, ot $(di(8), exciudes from income non-recurring lump sum paymenis.  Such
amounts, {f not spenr tn the month received, are treated as resources,

Specificati
For spplicants and recipients:

(@) Amend section 402(s)(17) of the Sovial Security Act (S5A) o exclude non-recurring fump
- sumg payments from income.

&) Amend both the SSA snd FSA o disrepard as resources, for ong year from the date of
receipt, son-recurring lump sum payments that are reimbyrsements or advanced payments.

(¢}  Amend both the 554 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.

Ratignals

Lump sum payments are wreared compistely differently in the stwo programs,  Considerable

stmplificarion for both the clients and workers can be achieved |f the policies are consisiens. Also,

current AFDC policy can result in hardship for families since they are supposed to consenve the
paymeris to meet future living expenses rather than to cover debts and other ¢osts.

2. Treatment of Educational Assistance

Current Law

Zeveral laws address the treatment of educarional assistance for AFDC.  Any educationsl assistence
provided under programs in tivle IV of the Higher Education Act or the Bureaw of Indian Affairs must
be disregarded (P.L. 102.325, sec. 479B). A Swte must disregard payments made for anendance
costs wnder the Carl D, Perkins Vocational and Applied Techaology Educprion Act (P.L. 101-392,
sec. S07(c).  Under AFDC ndes, the Srale must disregard educarional loans ond grants that are
obtained ond used for direct educational expenses, such as tuition and books (3313.200a)(3)(vi(B).
{Any of the educational assistance covering Uems in the State't need standard Iy counted as income. )
Also, Siaes may disregard @il educarional assistance as complementary assigiance that Is for a
differens purpose than AFDC 233 20{a}{3j(vil}a)).

Porrions of income received under the Job Training Parmership Act and the Higher Education Act are
disregarded in the Food Stamp progrom. By regulation, such educational assistance provided on
behalf of the household for living expenses, food, or clothing to the extent shar the funds exceed the
costs of nitlon and mandatory fees are counted as income, {7 CFR 273.9(c))tv); 273(c)3):
273(c)(4); 273.90c)(S)D); and 373.9((c)(10)(xi).

Specificat

()  Amend the Social Security Act and Food Stamp Act 10 totally disregard all educational
assistance received by applicants and recipients.

¢
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3 Eamings of Students
Current Law

For o dependers child peceiving AFDC, the earned income of o full-time or partxime student (not
employed full-time} artending a school, college, or unbwriity, or a course of vocational or wechnical
training designed ro fit him for gainfid employmens ix disregarded ($02{a}(8)(A) of the Social Securiry
Act). At State option, the earned income of a dependent child gpplying for AFDC may also generally
be disregarded. The earnings of minor parents anterding school are not excluded,

Effective September, 1994, the Food Swmp program will exclude the earnings of elemersary or high
school studenss age 21 and under (FSA 3(3)(5); 7 CFR 273.9(c)M7).

-

Specificati

-

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

4, Qregular Income

Current Law

No statutory pr&vi.rfwzs address irregular income for AFDC. Rules perrmit States to disregard smalf,
nonrecurring gifis not 10 exceed 338 per individual per guarier (233.20¢(3)(v)(F).

The Food Sturmp A (Sec. S(){2)} requires the exclusion of income of 330 or iess in a quarter per
househald received oo infreguently or irregularly to be andicipated. The exclusion does not apply
under retrospective budgering, ‘

Specificati
{a) Amend the Food Stamp Act 10 conform o AFDC rules to exclude inconsequential income not
. in excess $30 per individual per quarter.

5. Treatment of JTPA Income

Lurrent Law

For AFDC, the income of & dependent child which is derived from particlpation in o JTPA program
muay be disregarded. Earned income may be disregard for a perid wp to six months per calendar
year. Unearned income may be disregarded Indefinitely (section 402{0}(B)(A)tv] of the 554).

Under Food Stamps, tralnlng aliowances from vocailonal and rehabllitation programs end JTPA
earnings are excluded, excepr Income from on-the-job training programs under section 204(5) of title
H. Al QJT income of individuols under age 19 and wnder porental comrol s excluded. (7 CFR
273,91 6ii} and (vi; 273.9(c)(10¢v)

115



Walkam Raborm Ryoecificmtions A 14, 1904

{2} Amend the Social Security and the Food Stamp Acs tw disregard as income all training
stipends and allowances received by & child or adult from any program, including JTPA.

) Eliminate targeted esamed income disregards so that the earned income from asy on-the-job
training programs or from 3 job will be countad after the general eamad income disregards
are deducted.

Section 402{5){28) of the Social Securlty Act reguires those States that deduct Income from the need
rather than the poymem stardord (fill-the-gap) sow and In July of 1975 o provide o supplemental
payment 1o fomilies who have less disposobie income becouse child support Is paid w the child
support agency instead of directly 1¢ the fomily.

Food Stamps - No such provision exists In the Food Siamp program.
Specificat

{a) Amend the Social Security Act o remove this provision,

7. Treatment of In-kind Income

Current Law

AFDC rules require rarned in-kind income 10 be counted. As a maner of palicy, Siates may disrezard
ony unearned in-kind Income. If the State dlecis 1o count unearned in-kind incomse, the amours
counted is limited to the value of the ltem In the Siaie's need standard,

¥

Under Food Stamps, in-kind benefits such as food, clothing, housing, produce are excivded. (FSA
3tdx1); 7 CFR 273.9t03(1))

Swecificati
(a) Amend the Social Security Act 1o require States o disregard both earned and unearned in-kind
income.

Ne srangory provision excludes, for purposes of the AFDC program, allowances, stipends and
educational awards received by parsicipants in ¢ National Service program established under the
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National and Community Service Act of 1950, as amended by the National and Community Service
Trust Acr of 1993,

The Food Steunp program will exclude from Income Natlonal Service program bengfus. The Nadonal
and Community Service Act, ax amended, specifies thu the exclusion In section 142(b) of the Job
Tralning Partnership Act (JTPA) applies to Novional Service program benefirs. Section 142(5) of the
JIPA provides thar paymenzs will not be considered as income for purposes of lncome trangfer and in-
kind oid furnished under any Federal ar federally assisted program based on need, other than Social

Security Act programs,

Specifications

{a} Amend section 402(a)(8)(A} of the Soclsl Security Act to disregard from the income of 2
family allowances, gtipeads sad educational awards received by volunteers participating in 2

- National Service Program under the National and Community Service Act of 1980, a3
amended by the National and Community Service Trust Act of 1993,

3. FILING UNIT

Under current low, the AFDC filing unl must consist of a needy deprived child, Uts naparal or
adoptive paremi(s), and all nasural and adoptive brothers and sisters (ncluding half brothers and
xisters} who are living together, The unit’s income and resources gre wsed 10 determine eligibility and
the amount of payment. A stepporest is treared the same a3 o natural or adoptive parent for filing
unit purposes in seven States (Nebraska, New Hampshire, Oregon, Sowth Dokota, Usah, Vermont, ond
Washington), These Stares have laws of general qpplicability which hold the stepparent responsibie
Jor the children 10 the same exent as @ nawural or adopiive parent. In all other States, the
stepparers’s needy are not included in the unit and kisher Income, afier ceriain disregards, are
constdered avallable to the unit members.

If there Is no parent in the kome, then ancther nonlegally responsible relative with whom the child Is
living may, at hisiher option, join the wsif and be assisted.  Additionally, States may exercise the
optioz of including other individual(s} living In the home as an essential person(s). The essential
person’s income ard resources are used 1o determine eligibility and emount of payment.

Cerraln porents and siblings are excluded from the unit: legal and sponsored oliens, recipients of
S51, foster children, and individuals ineligible due o lmp swn Income.

1 UP Provisions
Current Law
The Social Securlty Act at seciion 402(a} and 407(b) limits AFDC ellgibility for two-parent families to

those where the principal wage eorner is unemployed, and has worked six of the last 13 quarters.
"Unemployed” Is defined in vegulations as working less than 100 hours in @ monzh.

Specificat]

¥
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(a)  Allow States, at theic option, 10 modify, reduce, or eliminate any of the special eligibility
requirements for two-parent families (e.g., the 100-hour rule, 30 day wnmemployment
requirement, the wark history test, etc) for both applicants and/or recipients. For States that
elect 1o maintain 3 100 hour ruie {or & modified hour rule), WORK program participation
would not count towards this rule.

)] Remove the sunset provision that allows for the termination of AFDC-UP in 1998 and make 1t

& permanent program,
(¢} The effective date for the gbove provisions ghall be October 1, 1996,
Rationale

Some of the argwnents for removing the additional eligibilicy requirements are tha eliminating them
would: .

. remove the AFDC marriage penalty In whick single-parent families have easler access 1w
benzfits than married couples;

4 improve horizonsal egquiry by treating disadvariaged children the same irrespective of whether
they live with one or ywo parenss;

. e?zcowaée work, as the current rule Umiting labor market antachment would be incongruous in
a new transitional welfare program thar emphasizes work, and,

* also enhance the simplicity of the system.
* Finally, & number of States have sought waivers in this area.

2. Essential Person Provision
Corrent Law .

The Social Security Act at section 402{0)(7} and the bnplementing regulation o 4% CFR
233.20(a)2)(vi} permit Stares, ar thelr opiion, to include iy the AFDC gramt benefits for essential
persons. Such individuals are not eligible for AFDC In thelr own right, but their needs are taken into
accours {n determining the benefits payablie 1o the AFDC fomily because they are considered essential
to the well-being of an AFDC recipient in the family. Twenty-two States currently include the option
as part of their respecyive State plans.

Specificaii

(@  Limit the kinds of Individuals that & State may identify as essential o individuals providing at
Jeast ane of the following benefits or services to the AFDC family:
{1 child care which enables 8 caretaker relitive to work full or pan-time outside the
bome; .
) care for an incapacitated A¥YDC family member in the home;
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3 child care that enables & curetaker relative 15 attend high school or GED classes on a
full or part-time basis;

(4}  child care that enables & caretaker relative to partisipate in JOBS; and

{5)  child care that enables a caretaker relative to receive training on & full or parttime
basis,

Rationale

The Soclal Security Amendments of 1967 provided a wpecific statutory base for an essential person
policy. This policy has 6wo aspects. First, States are permitted 1o speclfy those Iadividuals who can
be considered essential; second, States must permit the AFDC family to have the final decision as to
whether such individuals are {n foct essential,  Under this policy, Statey are not requlred o idensify
the bencfits pr services thal these essential persons must provide. R
In 1989, thix policy became contentious. Based in part on an OIG review of cerain State practices
the Family Support Administration, published final regulations which limited Stare authority to
determine caregories of individuals whe could be considered os essential 1o the family. These
regilations precluded Stares from covering Individualy who did not provide an essemicl bensfit or
rervice to the fumily, (The permissible categories are the five shown in opdon 2 above.) However, in
1990 the districs count for the Eastern District of Pennsyhvanla in Yance v. Sulllvan and the districs
court for the District ¢f Maine in McKenney v, Sullfvan held that these regulasory Hmitations conflict
with section 402(a)(7}(A) of the Sociad Security Act, The courts Uuerpreied this section as providing
States with the authority to identlfy in their State plans the categories of individuals who may be
recognized ay essearial persons,  These judicial declsions were not gppealed.  Consequently, the
Deparment revoked the 1989 repulations and reinsiared the prior policy. In order to ratlonclize the
use of the essential person policy, o statutory amendment 1o secrion $02(a)(7}{A) Is necessary.

3. Sevparent.Deeming
Lurrent Law ‘

Section ¢02{a}(31} of the Social Securlty Act requires that the income of an AFDC dependernt child's
stepparent who lives In the same home & the child Is counted in the monthly determination of
eligibility and the amount of easistance. The statute also requires that the following disregards will
be applied in derermining the amoun: of the siepparent’s countable bicome,

. The first $90 of the stepparent’s gross earned income;

. An addirional amount for the suppont of the stepparent and other individuals who live in the
home, who are not in the assistance unit, and who the siepporent clabns as dependerds for
Federal income tax purposes. This disregerd must equal the Stte's need standard smount for
a family group of the same composizion as the sapparem ond the other individuels nor In the
assistance unit;

. Alimony and child support paymeris to individuals not living in the household; and
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* Amourss actually pald by the siepparent o individuals not Biving In the home bt who he or
she cloims as dependents for Federal income tax purpases.

Specificati

{8)  Amend the Social Security Act to give States the flexibility to increase the amount of the
stepparent disregards. This provision shall be sffective October {, 1995,

Ratiopale

Allowing the disregards 10 be increcsed provides Incentives for AFDC reciplents 1o marry to improve
the stability of the fomily, and provides an incentive for stepparents 1 inerease thelr 2arnings.

4, OPTIONAL RETROSPECTIVE BUDGETING

Current Law

For the AFDC program, the Social Securlty Act permits States 10 use rewrospective budgering only for
the categories of families required 1o monthly report.  The Food Siamp Act permits States o
retrospectively budger cases that are not reguired 16 monthly raport.

Specifications
{2) Amerd the Social Security At at section 402(2)(13) to delete the clause "but only witk
respect to any one or more categories of families required to report monthly to the State

agency pursuant 1o paragraph (14),".  This technical amendment will make retrospective
budgeiing optional for States withoul regard 1o whether families are required to monthly

report,
Rationalg
K.
Allowing Stazes to use retrospective budgeting without requiring cases to monthly report will foster

consistency berween the AFDC and Food Siemp programs, and will give Stater greater flexibility to
administer thelr programs.

5.  MISCELLANEOUS ADMINISTRATIVE PROVISIONS

L Underpayiments
Cusrent Law and Policy
Section 402(2)(22} of the Social Securliy Am\rﬁqzzkes Siate agencles to prompidy toke all necessory
neps to correct any underpoyment, Regulavions ar 45 CFR 233.20(e)(13) lmir the issuance of

underpoyments (both agency and cllent caused) to currers reciplents and former recipients who would
be currenily eligible if the error causing the underpayment had not occurred. As o result of lidigation,
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program policy also permits States to Issue underpayments to former reciplents who would no longer
be currently eligible. The amouwnr of the underpayment is not limited by the number of eligible monihs
covered,

Section 11(e}(11) of the Food Stamp Act provides that benefits are to be restored 10 a household
requesting them {f the benefits have been "wrongfully denied or terminated.” The period for which
benefits are restored is limited 10 one year prior 1o the date the State agency either receives a request
Jor restoration from the household or otherwise learns that a loss to the household occurred. The
Food Stamp rule (7 CFR 273.17) also prohibits the Siate agency from restoring benefits for a period
longer than 12 months. The rule requires that benefits be resiored even {f the household is curremtly
ineligible,

Visi
To provide clients with a rarional and consistent policy in the processing of underpayments.
Specificati

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

Rationale

Since c:fien:: are responsible for reporting changes in circumstances that qffect eligibility and benefits,
a I12-monsh limit on restoring lost benefits due to agency error reinforces positive behavior. The
change also achieves consistency between the AFDC and Food Stamp underpaymen: policies.

2. Recovery of Overpayments Through Federal Tax Intercept

Current Law *

Secric;n 402(a)(22) of the Social Security Act reguires, as a condition for aid and services to needy
Jamilies with children, a State plan which must provide that a State agency will prompily take all
necessary steps 10 correct any overpayment to any individual who Is no longer receiving aid under the

plan. Recovery shall be made by appropriate action under State law against the income or resources
of the Individual or the family.

Visi
To aliow Siare agencies to recover AFDC program overpayments through the use of a 1ax intercept
program In coordination with the IRS. A 50% maich rate to cover administrative costs will be
provided. '

Specificati
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() Amend section 402{8)(22)() of the Social Security Act to permit State agencies to coorndinate
with the IRS to intercept Federal Incoms Tax Returns for the collection of outstanding AFDC
overpayments, provided they pursue other means of coliection under State law prior o using
the Federal tax intercept program. The tax intercept recovery metbod would only be used to
recover overpayments made to individuals who are no longer receiving aid under the plan.

{b) The administrative costs would have a 50% Federal match rate for State expenses,

Rationale

Currenzly Siares have the authority to intercept State tax refunds b are uncble to do so if the
overpald Individual mover t another State. A Federal xystem would allow Stoies to collest from
individuals, regordless of thelr Siae of residence. FNS has been running an IRS tax ntercept
program as @ demonstrarion project since 1992, The program har proved to be very effective in
eplizcting owstanding overpayments, so much 30 that FNS hos expanded the demonstration every year
to include more States, A 30% mawch for adminisirative couty supporss the Administration’s
philosophy thar the wdministration of the AFDC progrom should be an equal FedercliStare
paringrship.,

Section 402(a)(15) of the Social Security Act provides for certain services 1 be offered and provided
prompily (directly or under arrangements with others) to oll individuals voluntarily requesting such
servives. Services will be voluntary and shall not prereguisite vo eligibility. This is 10 be provided to
2ach appropricie relative ond dependen: child receiving oid oend for each appropricte individuad
fliving In the same home as a relarive and child receiving aid) whose needs are token into account in
making the eliglbility derermination.

Visi ]
sgéﬁm 403{a){3} indicates that administrative costs of such services are not maiched ar 50 percent if

the Srate includes family planning services under thely Title XX Social Services Block Grant Program.
This policy would be amended ro aliow for administrative maiching.

Specificati
() Change Section 403(a)(3), to allow a 50 percent match for such services if they are provided
under Title XX. .

Section 11374} of the Act requires, az a condision of eligibllity for assistance, a decloration in
writing by the individudl (or, in the case of an Individual who &s @ child, by another on histher behalf}
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under penalty of perfury, stating whether or nos the individual is a citizen or rational of the Unlted
States, and, §f such individual is not o citizen or narional of the United Siates, whethier hefshe is in o
satisfactory bmumigration starus.

Visi

To ¥ring the AFDC program ino alignment with Food Stamps by allowing one adudt member of an
applicant assisrance unit to sign the decloration of cisizenship or alien status for ol members of the
uniz,

Specifications
{a) Amend the Social Security Act by revising section 1137{8)(1)(A) ss follows:

{1XA) The State shall require, &5 & condition of a5 individual's eligibility for benefits under
. any program listed in subsection (b), & declaration in writing by the individual (or, in
the case of an individual who is a child or a second parent in 8 two-parent unit, by
another on the individual's behall), under penalty of perjury, slsting whether or not
the individual is 2 ¢itizen or national of the United States, and, if that individual is not
# citizen or national of the United States, that the individual is in satisfactory
immigration status.

Rationale

The current requirement is administratively burdensome as # requires each gdult in the AFDC unit to
sign a separate declaravion.  This proposol will allow the adult payee or principal earner in an
assistance uniz to declare on bekalf of histhher second parers and children, thereby simplifying the

application and redetermination process. This proposal would alse provide consistency witk Food
Stamps. ‘

| TERRITORIES

Cusrent Law ,v

Section 1108 of the Soclal Security Act permits the wrritories {l.e., Guam, Puerte Rico, and the
Virgin Islandsj to operate the AABD and AFDC programs; American Samon Is only authorized to
operate an AFDC program. Funding for Child Care and Transiional Child Care is provided for
under the JOBS limit of entilement, lf the terrilory elects & operate these progroms, it must glso
have a title IV-E or Fostzr Care program. The territory must adhere to the same elipibilicy and
paynent reguirements os the Siates. The Federal goverrment matches 75 percent of costs; however,
Junding for the territories 13 capped. The caps ere 382 million for Puerto Rico, $3.8 million for
Guam, ond 32.8 million for the Virgin Islands. Berween 1979 and the present, the tops were
increased once, by roughly 13 percent,
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To create realistic funding levels for the territories that are reflective of the currerd economy and
caseload, A mechanism tha; will provide occasional adjustments in funding levels will be developed
fo replace the currert burdensome method of petitioning Congress for adjustments. Additionally,
Terrisories will hove the option 1o operate a Hme-limited rystem and a4 WORK progrom (see
apecifications under JOBS, TiaE Lparts, ARy WORK section) bug will not be required to do so,

Specificati

(a)  Continue to require the territories © operate the AABD, AFDC Gncluding JOBS supportive
services) and Foster Care programs. Amend section 1108 of the Social Security Act 1o
increase the caps by an additional 25 percent and create g mechanism for indexing. The
effective date shall be October 1, 1996,

®)  At-Risk child care will not be applied against the eap.

fe)  The ierritories would not be required to operste AFDC-UP programs (effective upon
eoactment of this act).

{d)  The cap shall be adiusted regulalry, sccording 10 changes in e UP1,

Rationalg

The number of public assistance programs funded under the curremt caps, coupled with only one
adjustment $0 these caps in 15 years, has seriously limited the servitories’ abilities w provide, let
alone increase benefits.  Benefit payments above the cap are financed 100 percent by the terrivories,
resulting in situations such as Cuam’s where the Federal share is roughly 40 percest. Pugro Rico
repores thas, since 1987, AFDC caselpads have nearly doubled from 98,000 units to 183,000 unirs.
Further, beginning October, 1994, Puerto Rico will be required 1o extend eligibility 1o two-parent
Jormilizs, Pusnie Rico estimates thay on qdditional 40,000 famities will be eligible for AFDC due to0
this provision. If motch rates were determined by formuda, as they are in the Stwes, the territories
would be eligible for higher match rates. Incressing the caps and providing o mechanism for efficient

adjusements o those caps will not “only continue 1o give rerritorier the guthorisy 10 operate public
assistance programs but adequate means 10 do 50 as well.

B. REGULATORY REVISIONS

The Social Security Act provides for the exclusion of 10 much of ¢ fomnily member’s ownership ingerest
in one awomobile as prescribed by the Secretary.  That exclusion Is set by regulution ot $1500 equity
value for a lower limit set by the State} In one vehicle with any excess equity value counsed toward
the 31,000 AFDC resource fimit.
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The Food Stamp Acr provides for the total exclusion of vehicles that are used over 30 percent of the
time for income-producing purposes; annually producing income consistent with their FMV, necessary
Jor long distence travel for work (other sthan dally cammute); wsed av the household’s home; or
needed to transport a physically disabled household member.  For the following vehicles, the amount
of the FMV over 34,500 Is counted ax ¢ resource: one per household (regardless of use); and vehicles
used for work, sralning or education to prepare for work in accordence with food siamp employment
and training requiremenss. For oll other wehicles, the FMV over 34,500 or the equity walue,
whichever Is more, Is coursed ar g resource.

Visi

Reliable transportation will be essential 1 achieving selfsufficiency for many reciplenss in a time-
fimited program. Becouse a dependable vehicle & Inporwant 1o individuals in finding and keeping @
Job, particulorly for those in areas withour adeguate public transportation, boihi the AFDC and the
Foud Stamp programs need a vonforming automoblie resource policy that supporis acguiring refiable
whicles. This propusal would simplify the swomoblle resource policy by conforming the program
ruler and reducing: the unnecessary complexity and confusion for program cdministrators In bork
Brogroms.

(a) Exercise Secretarial suthority and amend the regulations to increase the AFDC automobile
limit 10 $3,500 equity value, and subsequently index for inflation.

This proposal Iz a first step rowards bringing a level of conformity between the two programs thar
would eliminate some of the administrative complexity Involved with veluing vehicles wnder varying

ericeria and would result in greater effectiveness and efficiency in the administration of both
programs.

2. Yerification *

Current Requirements

Food Stamp law and regulations include specific requirements for verification and documentation of
informasion needed for eligibliity and benefit determinations. Food Swwmp regulerions mandate
verification of wility and medical expenses (when octual Is claimed), ldenicy, residency (address),
disability and housebold composizion. In the AFDC program, the Act and regulations do not address
how verffication Is 1o ocour but Srate procedures have generally conformed 1o the verification policy
owlined in the Federal quality control manuol.

Under the Food Stamp Acs (FSA} fsections 11{e)(3).(3)) and Soclal Security Act {Act) (sections
402(a)(23} and 1137), income must be verified through the Income and Eligibility Verificarion Sysiem
(IEVS). The State must request wage and benefit information for from the State Wage Informadion
Collection Agency, the Social Security Administration, and the agency administering Unemployment
Insurance Benefuts. Unearned income Information must be requested from the Internal Revenue
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Service. Both programs are also required by law to verify alien status through the Immigration and
Naturalization Service's Systemic Alien Verification for Entitlement system.

Borh programs review the accuracy of eligibiliry decisions and benefit amounts through quality control
systems, with the intended result thar much informarion is verified at application and as recertificarion
10 avoid errors. States may, in both programs, adopt other verification requirements.

Visi

Federal computer matching and verificarion requiremenss are often burdensome for both clients and
eligibility stqff. Even where States have flexibility, the emphasis on payment accuracy and the
potential for fiscal quality control penalties have often resulted in unnecessary documentation, delays
in benefits and improper denials and terminations. Yet, to assure the public that thelr taxes are being
spent to serve only those in need, verification will continue to be a critical component of the new
system for delivering assistance to families. States must be qfforded the flexibility 1o simplify maiching
procedures, while assuring program integrity through minimum standards.

Regulatory Specificati

(@) Exercise current Secretarial waiver authority for IJEVS and SAVE to give States greater
flexibility relative to the selection of alternate sources for matching activities, the elimination
of certain matches, the targeting of client groups for matching and follow-up verification, and
the modification of time frames for follow-up action on match "hits." Amend the Federal
regulations on IEVS and change the ACF review perspective on SAVE (given the absence of
regulations in this area) to provide greater latitude on what can be waived and the applicable
State justification.

(b) Verification systems and time-frames for action will be included in the State Plan.

Rationale

States will welcome the increased flexibility provided by this proposal and be able to streamline their
verification activities, saving time and paperwork. At the same time, the State plan approval process

will ensure adequate protection of client rights and program integrity withour restricting State
Jlexibility.
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NON-CITLZENS PROVISIONS
A.  ELIGIBILITY FOR NON-CITIZENS

Assuming they meet ol other eligibility requiremernss, foreign nationals reslding in the Unlted States
rust be lowfidly admined for permanens residence or “permanerily residing in the United Stazes
under color of law™ (PRUCOLJ 10 qualify for benefits of the AFDC, Supplemental Security Income
(S50}, or Medicaid programs.

The term PRUCOL epplies 1o certain individuals who are nelther U.S. citizens nor aliens lowfidly
wdmitied for permanent residence. Aliens who are PRUCOL entered the United Stases elther lawfully
in g swuus other than lowfid permanent residence or unlawfully, PRUCOL status & noi @ specific
{mmigrotion stasus but rather includes many other Immigration siatuses. Under the SSI starute,
PRUCOQL aliens include those who hold parole status, The AFDC svarute defines aliens who have
been granted parole, refugee, or asylon storus as PRUCOL, as well ar allens who had condisional
ertry stais prior (o0 April I, 1980, The Medicald statute uses the term PRUCOL but provides no
guldance as to the meaning of the tenn, :

In addition 1o the revisions in the regulations refiecting the Interpresation of secvion 1614@a)(1)iB} of
the Social Security Act resuliing from the court in the Berger and Sudomir decisions discussed below,
PRUCOL status adse is defined in AFDC, S5I and Medivaid regpdations as including aliens:

» who have been 'plzzz:ﬁ under an order of supervision or granted asylum starus;

. who erdered before Tanuary 1, 1972, and continuowsly resided in the Unlted Stares since then,
* who bave been granted “voluntary departure” or “Indefinize voluntary departure® status; ond
. wha have been granted indefinite stays of deportation,

In the case of Berger v, Secretary, HHS. the U.S. Cours of Appeals for the 2d Circuit in interpreted
PRUCOL for the $8I program to include 15 specific cotegories of aliens and also those aliens whom
the lovmigrarion and Naturdlization Service (INS) knows are in the country and “does not contemplate
enforcing” their departure, SSA foliows the Berger court’s inserpretarion of the phrase “doer not
comemplate enforcing” to Include aliens for whom the policy or praciice of the INS s not 10 enforce
their departure as well as cliens whom it appears the INS &s otherwise perminting to reside in the
Unlted States Indefinltely. The Medicald regularions include the some Prucot categories as the S5
regulations. '

The Sudomir v. Secrerary, HHS decision, which focused on AFDC eligibillty for asvlum applicants,
was lzss expansive, The U.S. Court of Appeals for the 9th Circult determined that AFDC eligibifity
would exterd only to those oliens ollowed 1o remaln in the United Sitates with a “sense of
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permanence.” Applicants for asylum are thus specifically exciuded from recelving AFDC benefits by
this decision ewrs though they would aor necessarily be disqualified for SSI due to the Berger
decision.

Specificati

(@}

L

)

Efiminate any referencs t0 PRUCOL & an eligibility category in titles IV, XVI, and XIX of
the Social Security Act (the Act). Standardize the treatment of aliens under these titles by
identifying in the statute the specific immigration siatuses in which non-citizens must be
classified by INS in order W qualify to be considered for AFDC, SSI, or Medicaid eligibility.
Spwifically, provide that only aliens ip the following bmmigration statuses could qualify—

lawfully sdmitted for permanent residence within the meaning of section 101{2)(20) of the
Immigration and Nationality Act INA);

residing in the United States with lawful temporary status under sections 245A and 210 of the
INA {relating $0 certain undocumenied aliens legalized under the Immigration Reforms and
Control Act of 1986);

residing in the United States as the spouse or unmarried child under 21 years of age of »
citizen of the Ugsited States, or the parent of such citizen If the citizen is over 21 years of age,
and with respest w0 whom an application for sdjustment to lawfel permanent resident is
pending: or

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

- sections 207 of the INA {relating to refugees) or 203(2)(73 of the INA {relating to
conditional entry status us in effect prior o April 1, 1980);

- section 208 of the INA (relating o ssylum);

- section 243(h) of the INA {relating to a decision of the Attorpey General o withhold
depontation),

- section 244 of the INA (relating to 4 decision of the Auomey Geaeral to suspend
deportation); snd

o sny other provision of the INA, provided thatt (i) the Attorney General determines
that the continued presence of an slien within s class of aliens serves & humanitarian
or other compeliing public interest, and (§i) the Secretary of HHS determines that such
interest would be further sorved by permitting such alisn of such olass o be
potentially eligible for bfczzef' ts under titles IV, XVI, snd IX (e.g., certain aliens
granted parole status}.

The proposal would continue the eligibility of those aliens eligible for AFDC, 831, or

Medicaid on the effective date of the amendment who began their periods of eligibility before
enzactment for as long as they remain ¢ontinuously eligible.
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() The proposal would also allow state und local programs of assistance to utilize the same
criteria for eligibility.

Rationale

Some allens currently considered PRUCOL did not emter the United States ox Immigrants under
prescribed immlgration procedures and quotas, bus entered Hlegally, Others entered legally under
terporary visas bir did not depart.  The courts have determined some of these allens 1o be eligible for
benefits under the definition of PRUCOL, even though such individuals have not received from INS o
deliberate bnmigrarion decislion and status for permanent presence in the Unlted States. In essence,
many of these oliens are similar 10 Ulepal aliens excepr thar they have been caught, which under
current law can lronically buprove on olien’s shuation in terms of benefit eligibility. That is, if they
are caught, INS will likely gran: them one of the "PRUCOL statuses "wsuch as volusiary departure or
deferred action—which currently allows them 1o be eligible for 881, AFDRC, and/or Medicald, If they
are npt caught, they are simply andocunensed and are not eligible for any benefis other than
emergency medical services,  Therefore, It iz reasonable 1o restricd AFDC, 381, and Medicoid
eligibility 1o specific caregories of aliens who have entered the United Stases lovwfully or who are
permined to remain in the U.S. indefinitely and are eligible to obtain permanent residens s1arus.

Determining which aliens must be considered for eligibility for Social Security Ace programs has
become excessively confusing due to judiclal actions, and @t Is subject 10 ongoing challenge in the
courts.  This confusion—-characterized by the differemt treatmeny by different programs of similtar
ndividucis—would be remedied by establishing in siarwe a uniform definifion of alien eligibility. The
proposal would provide such a uniform definivion by lisring the Immigrant statuses end specifically
citing the provisions of the INA wnder which they are granted, thersby eliminaiing the ongolng
gnceriaingy about the precise scope of the eligibility conditions and potential inconsistencies regarding
alien eligibility in the three programs. Dur to the complexities of brmigrarion statuses there are some
groups of aliens which can not be defined uneguivocally in staruze. - For example, some aliens are
paroled into the .S, for humonitarion purposes and are effectively perminted to remain Indefinitely.
Others are paroled o the U.S. for o very limited period of time~typically a matter of weeks—for
specific purposes {e.g., 10 wsiify at a #ial).  The propesal would permit the Arorney General fo
identify those classes of aliens within certaly bmmigration categories that are allowed to remain in the
U.5. due to humanitarian or other compelling public inserest reasons. In turn, the Secreiary of HHS
would be granted euthority o determine whether those classes of aliens ideniified by the Anurney
General would be potentially eligibie for benefiss.

The Food Stamp program has avoided similar problems becouse the taiegories of aliens eligible for
- assistance under the program have been specifically Hsted in law. This proposal seeks to do the same

for AFDC, 881, and Medicaid. The proposal would save administrative resources and costs. The
case developmens required to determine if an alien is considered PRUCOL generally & dme-
consuming becouse SSA and sigte AFDC and Medicald agencies must verify the alien's status with
INS. In many cases, an alien's status as PRUCOL must be re-verified armually.

B. SPONSOR-TO-ALIEN DEEMING
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Current Law: Under immigration law and policies, most aliens lawfully admitted for permanent
residence and certain aliens paroled into the United States are required 10 have sponsors.

As a condition of entry as a lowfil permanent residens, almost all immigrants must satisfy the
admining officer that they are not likely 10 become a public charge in the United States. For many
Immigrants, this requirement is met by having a relative who Is @ U.S. citizen or legal permanent
resident agree 1o “sponsor” the Immigrant. Sponsors sign gffidavits of support or similar agreements
provided by the Department of State or the Immigration and Naturalization Service gffirming that they
will be responsible for supporting the immigrants and ensuring that the bmmigrants will not become
. public charges. However, these pledges are not enforceable and, by themselves, have no effect on
whether the immigrants can qualify for public assistance. Therefore, the Supplemental Security
Income (351), Ald 1o Families with Dependens Children (AFDC), and the Food Stamp program apply
rules that limit sponsors’ shifting their responsibilities to the programs by deeming a portion of a
sponsor's income and resources as being available to the immigrant for a particular period of time.
The affidavit of support informs the sponsor and the immigrant of the deeming rules that will be
applied to the immigrant by the SS1, AFDC, and Food Stamp programs.

Specifically, secrions 1614(f}(3), 1621(a}, and 415 of the Social Security Act provide that in
determining SSI and AFDC eligibility and benefit amount for an alien, his sponsor’s {and sponsor's
Spouse's) Income and resources are deemed to the alien for 3 years gfter the alien’s entry into the
United States. Public Law 103-152 extends the period of sponsor-to-alien deeming in the 351
program from 3 to S years for those applying for benefits beginning January 1, 1994 and ending
October 1, 1996. For the SSI program, these deeming provisions do not apply to an alien who
becomes blind or disabled after entry into the U.S. The Food Stamp program currently provides for a
three-year sponsor-to-alien deeming period. Refugees are exempt from the deeming rules under all
three programs. Immigration law provides generally that an alien who has resided continuously in
the United States for at least 5 years gfter being lawfully admitted for permanent residence may file an
opplication for U.S. cmzensh@r

Specificai

(@ Make permanent the five year sponsor-to-alien deeming under the SSI program. Extend from
, three to five years sponsor-to-alien deeming under the AFDC and Food Stamp programs.

() For the period beginning with six years after being lawfully admitted for permanent residence
in the U.S. and until a sponsored immigrant attains citizenship status, no sponsored immigrant
shall be eligible for benefits under the AFDC, SSI, and Food Stamp programs, unless the
annual income of the immigrant's sponsor is below the most recent measure of U.S. median
family income.

- *Annuzl income® of the sponsor shall include the most recent measure of annual
adjusted gross income (AGI) of the immigrant’s sponsor, and the AGI of the
gponsor’s spouse and dependent children, if any.

- "Median family income® shall be based on the most receat Bureau of the Census

measure for U.S. median family income for all families, updated by the most recent
measure of change in the Consumer Price Index (CPI-U).
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{¢}  Each year the Secretary of HHS zhall publish in the Federal Register the median family
income amount that will be used to determine the dligibility of sponsored immigrants for the
AFDC, 881, and Food Stamp programs. This measure will be based on the most recent
income data from the Current Population Survey ({PS), published by the Bureau of the
Ceasus.,

{3} Allow state and local programs of assistance o disqualify from participation in general
assistance any alien who is disqualified from participation in the 881, AFDC, and Food Stamp
programs dus 10 sponsor-to-alien deeming.

{¢)  Effective with respect to applications filed and reinstatements of eligibility following a mosth
or months of ineligibility on or after October st 1994,

{ Exempt from sponsor-wo-alien deeming under the Food Stamp program any sponsored alien
. who becomes blind or disabled zfter entry into the U.S. and becomes eligible for 851

{g) Raise the Food Stamp resource limit under sponsor<o-alien deeming to conform with the
general resource lirdt under Food Stamps.

t) Exempt from sponsoro-glien deeming uader SSI, AFDC, and Food Stamps any sponsored
immigrant whose sponsar is receiving AFDC or SSI beaefits.

Q) Allow the Secretaries—after consultation snd ecoordination with each other—o alter or suspend
the sponsor-to-alien deeming provisions on an individual case basis where it is determined that
application of the standard sponsor-to-alien deeming provisions would be inequitable under the
Circunstances. :

Ratiopale
The number of bmmigrants ensering the U.8. has been increasing recentdy and there has been a rapid
rise in the number of immigrants receiving bengfits—particularly 831 bernefits,  For example, the
number of Immigrants who received 51 benefits in December 1992 was more than double the awnber
who received bensfits in December 1987, Over g third of oll aged legal permaners residents on the
S5t rolls in December 1993 came onto the rolls within 12 months ofier their 3-year sponsor-to-alien
deeming period ended, indicaiing thor the deeming provision &5 instrwnenaadl in delaying dlien
eligibBisy for 551 Malntaining {under 58I} and extending fwider AFDC and Food Stamps) the
deeming period 1o five years for kewfidly admitted permanent vesidents for whom an gffidavit of
support has been signed serves 1o enforce the pledge made by @ sporsor thar the brmigrant will not
become o public charge and avolds increases in benefit program costs which would otherwise occur
as g result of increasing bumigrans use of welfare benefus. Regulring o sponsor thar & in the top half
of the Income disrribution in the U.S. to continue 1o be financially responsible for ¢ sponsored
immigrans beyond the five year deeming period maimaing the integrity of these welfare progroms
which are intended 1o help the poorest of the poor.

For example, under the $SI progrom, many elderly immigrants are sponsored by their children who

have signed affidovits of suppors. It seems equitable to require the chlldren to continue 1o support
thelr relavives for the five year deeming period, rather than ollow the parenis 1o obtain welfare

13



Wailwe Rakocws Bprilmucm B 14, 1M

entitlement benefits solely on the basis of age, particularly if the sponsors are financially able to
continue supporting the invnigrants they have sponsored. Sponsors generally have syfficient income
and resources 1o suppors their alien relarives. Once the five year period has ended, it is equitable 10
continue requiring the sponsor in the iop kalf of the Income distribution to be financially responsible
Jor the well-being of the sporsored Inmigrant. Nothing in this proposal would prohiblt @ sponsored
immigrant from becoming eligible for benefits if the tponsor’s fncome and resources were deplered
sufficienily 10 meet eligibility criteria, as Is the case with currens lew. Alse, refugees would continue
to be exempt from sponsor-to-alien deeming, and sponsored Immigrants who become blind or disabled
Qfter entry inio the U.S. would continue 2o be tligible for benefus.  This proposal merely requires
sponsors 1o continug for a longer period of time 10 accept financial responsibility for those immigronts
they choose to sponsor. Once sponosored immigrants become cltizens, it Is appropriate 1o discontinue
these eligibility rudes.
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FINANCING PROVISIONS
Yision

The fnancing for welfare reform comes from three areas: (1) reductions in entitlement programs,

{2} exsensions of various savings provisions 1er 13 expire in the furure; and (3) better EITC targering
and compliance measures. Estimoted Federal savings for oll proposals are roughly 39.3 billion over
Sve years. ‘

A, ENTITLEMENT REFORMS

The AFDC-Emergency Assistance (EA} Program is an uncopped entitlemess program. In fiscal year
1990, expenditures totalied $189 mitlion; by fiscal year 1599 they are profected to reach almost 31
billion. While the iruems of the EA program Is 1o meer short-term gmergency needs and help keep
people off welfore, Siates currenily have wide latitude 1o determine the scope of their EA programs.
Recertly, Srates have realized that the definition of the program Is so broad that It can fund almost
any critical services o lowincome persons. Some Siates have begun shifting costs from programs
which the Stares fund primarily on sthelr own such as foster care, family preservarion, and homeless
services into the maiched EA progrom. Sttes appear to be funding services that address long-term
problems as well as rur emergency issues.

Specificai

(@)  Modify the current Emergency Assistance program by establishing a Federal cap for each
State's EA expenditures. The cap will be set in fiscal year 1995 and imcreased by the
Consumer Price Index in each subsequent year,

) "The basic allocation formulais s wzzzbiaazion of two components:
» {B Allocation among States proportional 1o their requested expenditures in 1994; and

{ii) Allocation among States proportional to their total AFDC spending in the previous
year, :

(¢}  There will be 8 ten-year transition period, and the weighting of the components will shift over
time, with increasingly more weight being given to the xecond component. Beginning in
1995, the weighting will be 90 percent by component | and 10 percent by component 2. The
weighting will be altered by 10 percentage points each year such that by 2004, the weighting
will be 100 percent by component 2.

Rationals
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The proposal ensures that all States will recelve continued funding equal 1o their acvual 1991 Ievels.
The Federal maich will continue at 50 percent up to the cap. This proposal valses about 31.60 billion
over five years. The basle allocation formula balances the need o protect Siaies that have been
spending heavily on EA in and before 1994 with the potemiial claims of new Srates which have not
previously had clabms for services under EA.

In recent years, the number of non-citizvens lawfully residing In the U.S. who collect 551 has risen
dramazically. Immigronss rose from S percent of the 8§51 aged caseload in 1982 to over 25 percent of
the caseload In 1992. Since 1982, applicasions for SSI from immigrams ke fripled, while
Immigration rose by only abowut 50 percens over the period.

Muost of the legal permanens resident applicants enser the cownry sponsored by their relatives, who
agree as a condition of sponsurship thae their relaives will not become public thorges. To enforce
this commitment, wuil this year, current low required thas for 3 years, @ poriion ¢f the sponsor’s
income In excess of 110 percemt of poverty be “deemed”™ gy available 1o help support the legal
permanent residens ALPR} invnigrant should they need public assistance. Currently, abows one-third
of the LPR imumigrants on S51 subject 10 the deeming rules apply in thelr ik year of residency. Last
Jolt, 1o pay for exterided wnemploymers bencfits, Congress extended the time of deeming under SSI
Jrom thres years to five years until 1996 when it reverts 1o threé years again.

The Administration proposal related to non-cltitens contains rwo party~extending the deeming period
Jor sponsor income and coordinaring #ligibllity criteric under four Federal assistance programs.

Specificat

(@)  Deeming Make the current five-year period of sponsor responsibility permanent faw under

the 58I program and extends from three years to five years sponsor responsibility under the

AFDC and Food Stamp programs..” The sponsor’s income would be deemed as available w

. support the immigrant should they apply for public assistance. For the period beginning with

six years after being lswfully admintsd for permanent residence in the U.S. and until 8

sponsored tmmigrant aftains citizenship status, if the sponsor has income sbove the U.S.

median family {ncome (§39,500}, the sponsor will continue > be responsible for ensuring the
suppott of the immigrant,

Rationale

This will have the effect of denying benefits to immigrants with sponsors with incomez above the
median. Once immigrants attain clrizenship, they will be eligible to apply jor benefits on their own,
Any immigrant whose sponsor Iy recelving SS1 or AFDC benefirs would be exempt from sponsor-to-
alien deeming under 881, AFDC and food stamps. The proposal gffects applications qfter the daie of

enaviment {.e., it would grandfather current recipients as long as they remained continuously eligible
Jor Benefus). These changes in deeming rules would not apply to, and would have no effect on,
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Medicald eligibiliry for mmigranes.  This part of the proposal saves about 32.8 billion over five
years.

{b) Set consistent deeming rules for sponsored immigrants across three Federal programs (S81,
AFDC, and Food Stamps). Sponsor responsibility is based on longstanding immigration
policy that immigrants should not become public charges.

Bationale

Sponsored tmmigrants most often gpply for $51 benefits on the basis of being aged, and are different
Jrom most clrizens in that the latrer typically spent their life working and paying taxes in the U.5. At
the same sime, this proposal ensures that wruly needy sponsored immigrants will not be denied welfare
benefits {f they can estabiizh thar thelr sponsors are no longer able 1o support them, {f their sponsors
die, or if the buwmigrant becomes blind or discbled cfter entry Into the U.S.  The policy would not

gffect refugees or asyies.
Vis;

Currently, due 1o differem eligibllity criteria in srarute, and litigation over how 10 buerpret statutory
language, the four Federal progroms 331, AFDC, Medicaid, and Food Stamps} do not cover the
same categories of non-LPR immigrants. For example, aliens whose departure the INS does not
contemplate enforcing are wligible Jor 831, but not for Food Stamps. The Food Starp program kas
the most restrictive definbtion of which categeries of ron-LPR Dmumigranis are eligible for bengfius
(i.e., the eligibility criterin encompass g fewer number of INS statuses). S8t and Medicaid have the
most expansive definition of which categuries of non-LPR lmmigrants are eligibie for benefits, ond the
AFDC program falls berween these exiremes. This element esteblishes in stange @ consistent
definition qf which non-LPR lmmigrants are eligible for welfare bengfits.

{c} Eligibility criteria  Establish similar eligibility criteriz under four Federal programs {851,
AFDC, Medicaid, and Food Stamps) for all categories of immigrants who are pop legal
permanent yesidents,

Ratiopals |

This proporal makes eligibility criteric in the 351, Medicald, and AFDC programs similar to the
criteria that currently exist in the Food Sitamp program, The new list of INS sraruses required jor
potential eligibility 1o the 551, Medicaid, and AFDC programs is also virtually idensical 10 those lisied
in the Health Security Aot providing eligibility for the Health Securlty Card, Like the extended
deeming provisipns, this port of the proposal offects gpplications afier dute of enactment {ie.,

would grandfather current recipignts ot long as they remained conrinuously elipible for benefits).
This part of the proposal saves abow $900 miition over five years.
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Qurrent Iaw requires thar all 5571 disability reciplents Jor whom substance abuse is material 10 the
Jinding of disobllity must be in available treciment and must have their payments made through o
represerzarive payee {3 third party who receives and manages the funds). Payments 10 these SSI drug
addict ond alcoholic (DA&A} bemeficiaries are yuspended If the individual fails to participare in
approprigte oleohol or drug treatment, i such treatmene is ovellable. No similar reguirements are
made of Social Security (Tlile I disabiliry beneficlaries who receive benefits on the basis of
oddictions. The represeniative payee ond treatmens regidrements hove been port of the S81 program
since is inception over 20 years ago. Howewer, the provisions kave not been impiemented effectively,

Specificati

{a}  Suengthen sanctions and apply new tims limits to besefits paid to individuals receiving
. Supplemental Security Income (SSI) and Social Security Disability Insurance (SSDI} benefits
who have subsiance shuse problems that gre material to their disability finding.

P

Rationale

The Congress is reaching decisions on these proposals currerely in conference on H.R. 4277, a bill
which the Administration supports. We anticipate savings of 3800 million over five years. Should the
final blil yleld savings of less than $800 milllon, we are commisted 10 working with Congress 1o fully
Sinance the package.

The Child Care Food Program provides food subsidies for children in two types of settings: child
care centers and family day care bomes. They are administered quite differently. The subsidies in
centers are well targated becauss they are means-ested; USDA believes that over 20 pergent of
Federal dollars support meals served to foweincome (below 185 percent of poverty) children, The
family day care part of the program iz not well targeted because it has po means test {due to the
burden it would place on the providers). A USDA-commissioned study estimates that 71 percent of
Federal food program dollars w family day care homes support meals for children above 185 percent
of the poverty line. While the child care center funding levels have been growing at 8 modest rate,
the family day care funding levels are growing rapidly~16.5 percent between 1991 and 1992,

Specificat

{2) Family day care homes located in Jow-iocome areas {2.g., ceasus tracts where half of the
children are below 185 percent of the poverty Hne) would receive $.89 and $1.62 in breakfast
and lanch reimbursements, respectively, during school year 1997, This is roughly equivdlent
to the “free meal” rate paid on behalf of low-income children in day care centers, whose
families have incomes under 130 percent of poverty. In addition, low-income providers (with
aonual income below 185% of poverty) would be eligible for the higher reimbursement rate
for all meals,
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{b)  All other homes would have a choice. They could elect not {0 use & means-test; if they elect
this option, they would receive reimbursements at the reduced levels of §.57 and $1.35,
sespectively.  Alternatively, a family dzy care bome could admivister a simplified, two-part
meansest.  Meals served to children below 185 percent of the poverty line would be
reimbursad 3t the “free meal® sate. Meals served 0 children above 185 percent of the
poverty line would be reimbursed 2t the raduced-price rate.

) Intermediaries that serve family day care homes in low-income areas would be reimbursed an

extra $10 per month for ongoing administrative costs, and 3 $5 million set-aside would kelp
such day care homes t0 become licensed (or registered).

Rationale

Ihis approach better targets the fomily day care food program funding 1o low~income children and
creates minimal administrasive requirements for providers. This provision yields savings of about
350G million over five years.

USDA farm programs are criticized for unfairly supporiing large farms and wealthy producers rather
than smaller farms and lower<income farmers. The Congressional Office of Technology Assessment
concluded thot most big farms “do not need direct governmens paymenis andior subsidies io compete
and survive,

specification
(a}  Make producers receiving $100,000 or more in off-farm adjusted gross income ineligible for

Commodity Credit Corporation {CCC) crop subsidies (price support loans and income support
payments).

Raticpalg

The proposed targeting of subsidies would direct farm payments to smaller, fomily farms, which
deserve Federal financial help more than large agriculiural enterprises and individuals with sufficien
off-farm income., It would cause an estimated 1-2 percent of program participanis 1o drop ot of
USDA farm programs. Most of these wealthiest participarts Include corporations and Individuals for
whom farming Is not @ primary occapation or sowrce of income. This propesal would save abowt
S50C miltion over five years,

»

B. EXTEND EXPIRING PROVISIONS
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States are permined 1o keep yome portion of the 100-percent Federal Food Stamp recoveries as an
incerzive payment for pursulng progrom violations. This proposal ralses about 3100 millton over five
YEars.

Specificati

{8}  Extend the 1990 Farm Bill provision which reduced the percentage of recovered Food Stamp
overissuances retainable by State agencies for fisca) years 1991-95. Under this provision,
which would be extended fo fiscal vears 1996-2004, States could retaln 25 percent of
recoveries from inmtentional program violations (previously S0 percent) and 10 percent of other
recoveries {previously 25 percent).

A florrare merchandise processing fer (MPF} Is charged by U.S. customs for processing of
commercial and non-commercial merchandise thor enters or leaves U5, warehouses. The fee,
adopted by OBRA 1988, generally Is ser at 0.19 percenr of the value of the good. Other variable
customs Jees are charged for: passenger processing: commercial truck arrivals; railroad car arrivaly,
private vessel or private aircrafi eruries; dutiable mail; broker permits; and barge/bulk carriers.
NAFTA exsended the MPF and other fees through Seprember, 2003, This proposal would save about
37 billion in thas year,

Seecification
{2} Extend the fees through September, 2004,

Railroad safety inspection fees were enacted in the Omnibus Budget Reconciliation Act of 1990 o pay
Jor the vosts of the Federal rall safety Inspection progrom. The rallroads are assessed fees aceording
to @ fornuds based on three criteria: road miles, as @ measure of system size; train miles a5 a
megsure of volune; and employee hours as ¢ measure of employee activity. The formuda is applied
across the board 1o oll rallrosds o cover the full costs of the Federal rallroad safety inspection
program. The fees gre ser 1o expire in 1998, The 1975 President’s Budget proposed to exend the
Jees through 1999 and expand them, effective in 1993, to cover other railroad sqfery costs. The
proposal raises abows $200 million over five years,

Specification |
£ Extend the Railroad safety inspection fees permanently.
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A broad-based environmental tax, based on corporair uliernative sinimum saxable income {012
percent) in excess of $2 million, was first enacsed in 1986 and is se1 10 expire at the end of 1995,

Superfund reawhorizorion legldlation would provide o further CED tax exension through the year
2000, which would provide syfficient additional credls needed for budget scoring of the Superfund
legislation’s “orphan share” proposul, All revenue from the CEI tax exsension, whether enacted in
welfare reform or Superfund legislation, will continue to be dedicated w the Hazardous Subsiance

Superfund to be used only for Superfurd cleanups.
Seecification
{a) Extend the CEI tax into 1998,

C. EITC TARGETING AND COMPLIANCE MEASURES

Under current law, non-resident aliens may receive the Earned Income Tax Credir (EITC), Because
non-resident raxpayers are not required o report their worldwide income, it Is currently imposyible
Jor the IRS 1o determine whather ingligible individuals (such as high-income nonresident aliens) are
claiming the EfTL., We estimaie that about 56,000 raxpayers will be gffected by cur proposal, mainly
visiting foreign studenis and professors. The proposal raises abour $100 million aver five years.

Under current law, families living overseas are ineligible for the EITC, The first part of this proposal
would extend the EITC to acrive military fomilies living overseas. To pay for this proposal, and to
ralse net revenues, the Dol would be required o repors the noriaxable earmed Income pald 1o
mittitary personnel (both overseas and Stares-sidej on Form W-2, Such noniaxable earned lncome
includes basic allowances for subsistence and quarters. Because current law provides that in
“determining earned income for EITC purposes suck nomaxable earned Income must be taken inic
account, the additional Informarion reporting would enhance complionce with the EITC rules. The
combination of these twg proposals raises abour 3200 million over five years.

Soecifications
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(&  Extend the BITC to active military families living oversess.

o) Require Dol tw repon the nontaxable eamnad income paid o military personne! (both overseas
and States-side} on Form W2,

A 1able which summarizes the financing provistons fs attached,
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SUMMARY OF FINANCING PROVISIONS

Satir T4, T

Five-Year Federal
—Lroposal {in billions)
Entitlement Reforms
Limit Emergency Assistance 1.6
Tighten Spansorship and Eligibility Rules for Non-Citizens
Five-Year Deeming and Eligibility Oaly for Aliens with Sponsors
below Median Income 2.8
Establish Simnilar Alien Eligibility Criteria for Four Federal Programs 0.9
New Rules Regarding Benefits for Drug Addicts
and Alccholics (H.R. 4277) 0.8
Income Test Meal Reimbursements 1 Family Day Care Homes 0.5
Limit Deficiency Payments to Those Making $100,000 or More from
0.5

Off-Farm lng:orne

Extend Expiring Provisions

Hold Constant a Portion of Food Stamp Overpayment Recoveries for States 0.1
Extend Fees for Passenger Processing and Other Customs Services 0.0
Extend Railroad Safety User Fees ‘ 0.2
Extend Expiring Corporaste Environmental Income Tax
Used to Finance Superfund 1.6
Tax Complionce Measures .
Deny El‘!‘C 10 NoaAReszdzat éhans 0.1
1% : _ art g2
TOTAL L Je

1. Because we are uncertain of the final outcome of H.R, 4277, the wial financing sumber is
preliminary. Should the final bill yield savings of less than $0.8 billion, we are commined to working

- with Congress to fully finance the package.
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