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I. BACKGROUND

Federal welfare policy dates back to the 1930’s when the Aid to
Dependent Children (ADC)—later Aid to Families with Dependent
Children (AFDC)—was created as part of the Social Security Act of
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1935. ADC was a relatively small-scale element in President Roo-
sevelt’s New Deal policies to provide a social safety net for Amer-
ica’s disadvantaged, but it was a true national effort to assist chil-
dren in poverty. The original intent was to provide a national pro-
gram of so-called “mothers’ pensions,” which a few States had al-
ready begun to provide. These programs offered a small monthly
benefit to single mothers raising children and ADC provided fed-
eral matching funds for all States to do so, with substantial State
discretion about the policies for providing aid.

As time passed, the societal expectations for mothers to work
outside the home shifted. Initially, ADC was meant to allow a sin-
gle mother with children, typically a widow, not to have to work
outside the home. As more married mothers participated in the
workforce while rearing children, this aspect of ADC—by then
known as AFDC—had less support. In addition, by the 1960s the
proportion of single mothers who had never married and were re-
ceiving AFDC had grown—and support for public assistance for
widowed mothers was greater than support for aid to never-mar-
ried mothers. Finally, the Civil Rights Movement led to a growing
concern that State flexibility in setting AFDC rules was being
used—often in the South, but not only there—to discriminate
against African-American families. This led to a stronger Federal
role in determining program rules.

The interaction of these trends—growing workforce participation
among all mothers, an increase in the proportion of never-married
mothers among those receiving AFDC, and more Federal interven-
tion to assure even-handed treatment—Iled to numerous attempts
to “reform” welfare, such as President Nixon’s Family Assistance
Program, proposed originally in 1969 and debated in Congress for
some years thereafter. Some efforts were to require work from wel-
fare recipients; others to further increase the Federal role. The con-
flicting pressures led to a stalemate.

It was not until the Family Support Act of 1988 that comprehen-
sive legislation to reform AFDC was enacted. Under the Family
Support Act, States were required to have some welfare recipients
participating in job training programs and funds for child care
were provided to help look after their children while they did so.
Yet after 1988, AFDC caseloads actually increased—perhaps in
part because of the troubled economy of the early 1990s—and there
was continued interest in a further reform of welfare. Some influ-
ential governors sought waivers of AFDC rules to test out innova-
tive strategies and soon others followed suit. By 1992, Bill Clinton
was running for President on a campaign platform that called for
“ending welfare as we know it.” The stage was set for the most
sweeping and intense debate on Federal welfare policy yet.

President Clinton first offered a welfare reform bill in 1994. It
retained AFDC, but imposed a limit on how long a recipient could
receive aid without working. In 1995, members of Congress, par-
ticularly conservatives, proposed ending AFDC and replacing it
with a new block grant as well as establishing an overall five-year
time limit on assistance. The discussion was heated. For more than
2 years Congress engaged in a far-reaching discussion of how best
to aid low-income families and move families from welfare to work.
The final version of the bill passed the Senate 78 to 21, with sup-
port from members of both parties.
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The 1996 welfare reform law, the Personal Responsibility and
Work Opportunity Reconciliation Act (PRWORA), was a landmark,
a fundamental shift in welfare policy. PRWORA, signed into law by
President Clinton on August 22, 1996, generally applies to fiscal
years 1997 through 2002. Therefore, the Congress is required to act
by the beginning of fiscal year 2003, or October 1, 2002, to reau-
thorize the bulk of PRWORA. 1t is for this reason that the Finance
Committee considered welfare policy and reported out a reauthor-
ization bill.

PRWORA ended the AFDC program, the Job Opportunities and
Basic Skills (JOBS) training program, and the Emergency Assist-
ance program and replaced them with a new Temporary Assistance
for Needy Families (TANF) program. Unlike AFDC, TANF is a
block grant, with States receiving a fixed sum each year to provide
cash aid to low-income families with children as well as welfare-
to-work services and activities to prevent welfare dependency, such
as discouraging births to unmarried teenagers. In addition, cash
assistance from TANF is generally limited to five years, while
under AFDC there was no such limit on assistance. States are
given great flexibility to design welfare-to-work programs under
TANF and are required to reach specified work participation rates
among their recipients of cash aid.

The TANF program has brought substantial change to welfare
policy. With the new flexibility of TANF, States were able to create
their own programs for moving families from welfare to work.
Many have shifted to a “work first” philosophy, which involves an
emphasis on quick employment of welfare recipients and applicants
for assistance. Some have expanded supports for low-income work-
ing families, such as child care, to better enable these families to
maintain employment and prevent them from needing to turn to
cash assistance. PRWORA increased funding for the Child Care
and Development Block Grant (CCDBG) and provided transitional
Medicaid coverage to help welfare families make the move to em-
ployment.

The results under PRWORA have been striking. From 1996 to
2000, the TANF cash assistance caseload fell by 50 percent, from
4.55 million families to 2.26 million families. While the strong
economy of the late 1990s certainly helped, previous eras of eco-
nomic growth have not seen similar declines in welfare caseloads.
At the same time, the poverty rate for children under 6 has de-
clined from 22.7 percent in 1996 to 16.9 percent in 2000, a decline
of more than 25 percent. This is the lowest rate of poverty among
young children since 1974. (It should be noted that studies of wel-
fare “leavers” confirm what these percentages suggest—that sub-
stantial numbers of welfare recipients have left the rolls for em-
ployment but some are not earning enough to leave poverty.)

These positive trends mean that a central question for reauthor-
ization is how to continue making progress—how to build on the
successful aspects of PRWORA and how to address those areas
where improvements can be made. The change from AFDC to
TANF is no longer so controversial.

The Finance Committee conducted a thorough review of
PRWORA and its effects. In 2001, the Committee began a series of
bipartisan “forums” to generate dialogue between staff of Com-
mittee members and important outside experts, such as representa-
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tives of State organizations. This year, the Committee has held 3
full committee hearings and 2 subcommittee hearings to take testi-
mony on how PRWORA has been implemented to date and how
best to improve it during the reauthorization process.

The first full committee hearing, on March 12, was “Welfare Re-
form: What Have We Learned?” It heard testimony assessing the
changes PRWORA has brought. Witnesses included:

 HHS Secretary Tommy Thompson,;

¢ Robin Arnold-Williams, executive director, Utah Depart-
ment of Human Services; and

* Rodney Carroll, president and CEO, Welfare-to-Work Part-
nership.

The second full committee hearing, on April 10, was “Issues in
TANF Reauthorization: Requiring and Supporting Work.” It heard
t?s‘zlincllony concerning welfare to work strategies. Witnesses in-
cluded:

* Governors John Engler (R-MI) and Howard Dean (D-VT);

e Lawrence Mead, professor, New York University; and

* Cynthia Fagnoni, Director of Education, Workforce Devel-
opment, and Welfare Reform, General Accounting Office.

The third and final full committee hearing, on May 16, was
“Issues in TANF Reauthorization: Building Stronger Families.” It
heard testimony concerning family policy, and how stronger fami-
lies could reduce welfare dependency. Witnesses included:

« HHS Assistant Secretary Wade Horn;

e Dr. Isabel Sawhill, president, National Campaign to Pre-
vent Teen Pregnancy; and

» Kate Kahan, director, Working for Equality and Economic
Liberation.

In addition, the Finance Social Security and Family Policy Sub-
committee, chaired by Senator Breaux, had 2 welfare reauthoriza-
tion hearings. The First, on March 19, concerned child care, and
was held jointly with the Health, Education, Labor, and Pensions
Subcommittee on Children and Families. The second, on April 25
concerned hard to employ families on TANF and strategies to aid
them.

Members of the Finance Committee introduced legislation related
to reauthorization of PRWORA. Senator Rockefeller introduced the
most comprehensive welfare reauthorization bill by a member of
the Committee, the Personal Responsibility and Work Opportunity
Reconciliation Act Amendments of 2002 (S. 2052) on March 21.
Many of the reauthorization proposals offered by the Bush Admin-
istration are incorporated in the Working Toward Independence
Act (S. 2648), introduced on June 19, which has been co-sponsored
by five members of the Finance Committee. Several other members
of the Committee, including Senators Snowe, Bingaman, Kerry,
Breaux, and Lincoln, also sponsored bills addressing issues related
to welfare reauthorization, including child care and child support
legislation.

While the Committee was conducting hearings and members
were developing bills, a group of Finance Committee members de-
veloped a “bipartisan consensus” framework for a potential com-
promise across party lines and among alternative proposals. Mem-
bers of the group were Senators Breaux, Rockefeller, Hatch, Jef-
fords, Snowe, and Lincoln. Their proposals, summarized in a letter
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to Chairman Baucus and Ranking Member Grassley, provided the
basis for several key provisions in the Committee bill. They include
ideas drawn from the Administration proposal as well as from indi-
vidual measures introduced by members of the group and other
Senators.

The Committee bill takes as its starting point proposals made by
the President. It increases the work participation requirements
States must achieve from 50 percent to 70 percent by FY 2007. It
also eliminates the current “caseload reduction credit” States can
use to meet the rates through simply assisting fewer families and
replaces it with an employment credit, to reward States with effec-
tive programs to move welfare recipients into employment. (The
employment credit provisions in the Committee bill owe much to a
version developed by Senator Lincoln). The Committee also in-
creases the number of hours required per week in priority activities
from 20 to 24, as does the Administration plan. As Secretary
Thompson said when he testified on March 12, the goal is to “maxi-
mize self-sufficiency through work.”

The Committee bill also includes an important “universal en-
gagement” requirement, also based on an Administration proposal
and suggestions from Senator Hatch. Particularly now that aid is
time-limited, it is important that families receiving assistance be
engaged in activities to move towards self-sufficiency. The Com-
mittee bill requires States to have plans for each welfare family
with an adult, a map to guide them off the rolls and towards work
and self-sufficiency. The Committee bill seeks to move state TANF
programs in the direction of that of Utah, as described by Robin
Arnold-Williams at the March 12 hearing, of “moving families off
of welfare and into work through an individualized case assess-
ment, diversion assistance, employment and training, and ongoing
case management.” The Committee bill also funds an effort to de-
velop state-specific indicators of child well-being, to build upon the
Administration’s interest in increasing the focus on child well-being
in TANF programs.

The Committee bill includes grants to experiment with ap-
proaches to encouraging healthy marriages, another Administra-
tion priority. It provides $200 million per year for demonstration
grants for activities like voluntary counseling of unwed expectant
parents on relationship skills. A rigorous evaluation is included to
help better understand if Federal funding of these activities can
improve family formation, family stability, and child well-being in
the long run. As Assistant Secretary Horn testified at the May 16
hearing, the goal is to “increase the number of children who grow
up in healthy marriages, and decrease the number of children who
grow up in unhappy marriages.”

Finally, the Committee bill includes important reforms of the
rules governing the distribution of child support collections, based
upon proposals from the Administration and Senator Snowe. These
reforms both simplify program administration and result in more
collections going to custodial parents. As Vicki Turetsky, a Senior
Staff Attorney at the Center for Law and Social Policy, noted at the
May 16 hearing, “Research indicates that single parents who re-
ceive regular child support payments are likely to find work more
quickly and to hold jobs longer than those who do not receive child
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support. When families receive regular support, they are less likely
to return to welfare.”

However, the Committee bill reflects 2 concerns with the Admin-
istration’s approach and with the House-passed measure, the origi-
nal H.R. 4737, which includes much of the Administration’s plan.
First, these similar proposals both unduly limit state flexibility in
the operation of a TANF program. For example, the current list of
“priority” activities for work participation purposes is actually nar-
rowed under the Administration proposal and House-passed meas-
ure. Given the success of States under welfare reform to date, it
makes more sense to the Committee to allow States additional op-
tions, not to reduce them. As Governor Dean of Vermont testified
at the April 10 hearing, “The Administration’s proposed work re-
quirements will significantly erode the primary TANF purpose of
increasing States’ flexibility to operate a program designed to meet
the four TANF purposes.” Instead, the Committee bill permits
States more flexibility, such as the ability to design longer training
programs for a subset of their recipients. This flexibility better al-
lows States to individualize the strategies they design for each fam-
ily under the universal engagement requirement.

Second, both the Administration proposal and House-passed
measure have too few resources to support the low-income working
poor, particularly in the area of child care. The Administration, for
example, proposed no new funding for the Child Care and Develop-
ment Block Grant (CCDBG). Given the role that child care sub-
sidies can play in preventing families from needing to go on wel-
fare—by enabling single mothers to work—this struck the Com-
mittee as a huge error. The Committee bill increases CCDBG fund-
ing by $5.5 billion over the next five years. As Mark Greenberg, a
Senior Staff Attorney at the Center for Law and Social Policy testi-
fied at the March 19 subcommittee hearing, “[I]t will be impossible
for States to make significant progress, or even maintain current
levels of assistance to families, if [TANF] reauthorization does not
provide adequate child care funding.”

All in all, the Committee bill reflects a balanced approach, with
provisions drawn from the Administration and from members of
both parties in the Senate. It works with the States, offering a
challenge to them to improve their performance but also providing
them with new options and additional resources to help meet the
challenge. It will continue the success of welfare reform and pro-
vide greater assistance to low-income families as they move to self-
sufficiency.

II. DESCRIPTION OF THE BILL

The legislation reported by the Finance Committee consists of
the following provisions:

Section 1—Findings
PRESENT LAW

The Personal Responsibility and Work Opportunity Reconcili-
ation Act (PRWORA) of 1996 (P.L. 104-193), made a series of find-
ings related to marriage, responsible parenthood, trends in welfare
receipt and the relationship between welfare receipt and non-mar-
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ital parenthood, and trends in, and negative consequences of, non-
martial and teen births.

EXPLANATION OF PROVISION

The bill makes several findings: PRWORA was a fundamental
change. Cash caseloads are down by about 50 percent, and about
two-thirds of former recipients have left for work. More than one-
half of TANF spending now goes for work supports and efforts to
prevent welfare dependency, not traditional cash aid. More invest-
ments in quality child care will allow parents to enter and remain
in the workforce. Although employment has increased, many fami-
lies struggle in low-wage jobs and have difficulty obtaining prom-
ised work supports. Although child poverty rates are improving,
they remain high compared to those of other developed nations and
more must be done to lower U.S. child poverty. Many TANF par-
ents face multiple barriers to employment and need a range of
services. States should have self-sufficient plans for each family re-
ceiving TANF and the plans should consider the children’s well-
being. Children deserve supportive homes, preferably with 2 par-
ents, and discrimination against 2-parent families in welfare pro-
grams should end. Welfare reform has been successful because it
is a flexible partnership with the States. States have had to as-
sume new responsibilities and need to upgrade skills of workers.
Studies indicate disparate racial treatment.

REASONS FOR CHANGE

The new findings represent observations on implementation of
welfare reform to date and priorities to address in moving ahead.

TITLE I—FUNDING
Section 101—Reauthorization of State family assistance grants
PRESENT LAW

The law provided $16.5 billion annually for family assistance
grants to the States for FY1997-FY2002. Basic grants were com-
puted from Federal expenditures for TANF’s predecessor programs
during FY1992 through FY1995. The law also provided supple-
mental grants for 17 States with low historic Federal grants per
poor person and/or high population growth. These grants were
originally for FY1998-FY2001 and then extended through Sep-
tember 30, 2002 at FY2001 funding level of $319 million by P.L.
107-147. Supplemental grants grew each year (except for FY2002),
from $79 million in FY1998 to $319 million in FY2001. The FY2002
TANF funding total for basic and supplemental grants is about
$16.8 billion.

EXPLANATION OF PROVISION

The bill extends TANF funding through FY2007 and provides
$16.5 billion annually for basic grants to the States. It also extends
and expands TANF supplemental grants so as to qualify 24 States
(an increase of seven States) at a total cost of $441 million per
year. The new supplemental grants are folded into the main TANF
block grant, not continued as separate funding. The result is to ap-
propriate a total of $16.9 billion annually for augmented basic
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grants. States currently receiving a supplemental grant would re-
ceive at least their current amount of funding. States with per cap-
ita incomes for calendar years 1998, 1999, and 2000 at least 10
percent below the national average would receive a 5 percent in-
crease in TANF funding; States with per capita incomes at least 20
percent below the national average would receive a 10 percent in-
crease in TANF funding. Appropriated by section 101 is $17.044
billion for FY2003, consisting of augmented basic grants, $16.929
billion; family assistance grants to territories (see section 108), $78
million; and research (see sections 703-707), $37 million. For
FY2004-FY2007, the funding is $17.042 billion per year because
research funding for those years is $35 million. (In addition, the
bill creates TANF grants for healthy marriage promotion; business
link partnerships, implementation of universal engagement re-
quirement, second chance homes, and transportation grants.)

REASONS FOR CHANGE

While cash assistance caseloads are lower than in 1996, the flexi-
ble nature of TANF means that States can use the funds for a vari-
ety of work supports and prevention activities which continue to be
priorities. So the Committee bill continues basic TANF funding to
States at its current level. The TANF supplemental grants are an
important step to addressing disparities in State TANF allocations.
The evolution of TANF into work supports and prevention activi-
ties means that the base TANF allocations—derived from prior
spending for cash assistance—are less meaningful and the Com-
mittee expands the supplemental grants to continue to address
these disparities without reducing funding for any State. States
with low per capita incomes have a higher proportion of low-income
working families and less fiscal capacity to support them. It con-
solidates supplemental grants with the base TANF grants to reflect
their importance and to streamline and simplify administration of
the supplemental.

Section 102—Contingency fund
PRESENT LAW

PRWORA provided capped matching grants ($2 billion) in a “con-
tingency fund” to increase TANF funding for States in case of re-
cession. These grants were originally for FY1997-FY2001 and ex-
tended through September 30, 2002 by P.L. 107-147. States must
match the contingency grants at their Medicaid matching rate
(FY2003 State matching rates range from 23.4 percent to 50 per-
cent). To qualify for contingency dollars, States must spend under
the TANF program a sum of their own dollars equal to their pre-
TANF spending and must have been “needy” in the most recent 3-
month period. To qualify as needy the State’s total unemployment
rate (seasonally adjusted) must be at least 6.5 percent and up 10
percent from the corresponding rate in at least one of the 2 pre-
ceding years or its food stamp average monthly caseload must be
up 10 percent, compared to what enrollment would have been in
the corresponding period of FY1994 or FY1995, as determined by
the Secretary of Agriculture, if changes made in the 1996 welfare
law to food stamp rules and alien eligibility had been in effect
throughout FY1994 and FY1995.
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EXPLANATION OF PROVISION

The bill reauthorizes the contingency fund with several changes.
It reduces the State maintenance-of-effort (MOE) requirement for
the fund from 100 percent of historic spending levels to the stand-
ard TANF MOE requirement (75 percent in general but 80 percent
if the State fails work participation standards). In order to bed eli-
gible for contingency funds, a State must have expended 70 percent
of total TANF grants (other than welfare-to-work grants) received
by it. The bill bases a needy State’s contingency grant on the esti-
mated benefit cost of the TANF caseload increase, measured from
either of the 2 fiscal years immediately preceding the year in which
it qualifies as needy. For contingency grants, it reduces the max-
imum State matching rate from 50 percent to 40 percent, but pro-
vides reimbursement for only the portion of the State’s caseload in-
crease that exceeds 4 percent (thus, for 96 percent of the increase),
and it limits a State’s total contingency grant to 10 percent of its
annual family assistance grant.

The bill also revises “needy” State unemployment and food stamp
triggers. To qualify as needy, 1 of the following criteria must be
met: (a) a State’s total unemployment rate must rise by the lesser
of 1.5 percentage points or 50 percent; or its average insured unem-
ployment rate must rise by 1 percentage point, compared with the
corresponding 3-month period in either of the 2 most recent pre-
ceding fiscal years; (b) the monthly average number of food stamp
households (as of the last day of each month) must rise 10 percent
above the number in the corresponding 3-month period in either of
the 2 most recent preceding fiscal years; or (c) the monthly average
number of families receiving assistance under the TANF program
or under a State-funded program must rise 10 percent above the
number in the 3-month corresponding period in either of the 2 most
recent preceding fiscal years. In the 2 latter cases, the Secretaries
of Agriculture and HHS, respectively, must determine that the in-
creased caseload was caused, in large measure, by economic condi-
tions, not by governmental policy changes. The bill reserves $25
million for contingency grants to Indian tribes (see section 601).

REASONS FOR CHANGE

The TANF contingency fund represents an important tool in as-
sisting States suffering through severe economic distress. However,
based on the experience since 1996, the design of the fund, particu-
larly the triggers and payment mechanism have been demonstrated
to be ineffective. The Committee bill updates the fund’s design to
better enable it to serve its intended function.

Section 103—Child care
PRESENT LAW

The law entitles States to a basic mandatory block grant (“guar-
anteed”) for child care, based on FY1992-FY1995 expenditures in
welfare-related child care. Additional mandatory funds above this
amount are provided to States on a matching basis. PRWORA pro-
vides these entitlement (mandatory) funds for FY1997 through
FY2002, and requires that they be spent under the rules of the
Child Care and Development Block Grant (CCDBG). Mandatory
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child care funds provided for FY2002 totaled $2.717 billion. Under
current law, Puerto Rico is not entitled to any mandatory child
care funding.

In addition to these mandatory funds provided under PRWORA
for child care, States may spend their TANF family assistance
grants for child care. No provision in TANF requires child care pro-
viders funded directly within TANF to be in compliance with any
designated health and safety requirements. However, the law also
allows States to transfer TANF funds to the CCDBG, and such
funds must be spent in accordance with CCDBG rules. CCDBG re-
quires that child care providers comply with applicable State and
local health and safety requirements, which must include preven-
tion and control of infectious diseases (including immunizations),
building and premises safety, and minimum health and safety
training appropriate to the provider setting.

EXPLANATION OF PROVISION

The bill provides mandatory child care funding at the following
levels: $3.717 billion in each of FY2003-FY2005; and $3.967 billion
in each of FY2006 and FY2007. The increases up to the $3.717 bil-
lion level in each of the 5 fiscal years is applied to the “guaranteed”
portion of mandatory funding (requiring no match and allocated to
States according to the same proportion of guaranteed funds re-
ceived in FY2002); the increase beyond that (i.e., the additional
$250 million in each of FY2006 and FY2007) requires a State
match and is allocated based on States’ relative share of children
under age 13. All increases above the FY2002 mandatory funding
level are to supplement and no supplant State funding for child
care. Of the new funding that requires no match, $10 million is to
be reserved for Puerto Rico in each of FY2003-FY2007.

In addition, States are required to certify in their State TANF
plans that procedures are in effect to ensure that any child care
provider delivering child care services funded by TANF complies
with the health and safety requirements applicable to the CCDBG.

REASONS FOR CHANGE

The Committee bill increases work requirements. To meet these
higher requirements without reducing the child care resources
available to assist low-income working families, the Committee in-
creases funding for CCDBG. In addition, the Committee increases
CCDBG funding above what is the estimated cost of the higher
work requirements to address the need for child care subsidies
among low-income working families who are not on TANF. Given
the current difficult situation of State budgets, the higher funding
levels are mostly provided without a required State match. This
also ensures that all States, including relatively poor ones, will be
able to use the funds. (There is a requirement that these funds
supplement, not supplant, current State spending for child care.) In
addition, the Committee bill provides an additional $10 million per
year in CCDBG funding for Puerto Rico to improve child care as-
sistance and aid welfare reform efforts there. The Committee bill
also applies CCDBG rules to child care directly funded by TANF
to help ensure children are safe in all child care settings.
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Section 104—State option to assist legal immigrant families
PRESENT LAW

Most legal permanent residents (LPRs) who came to the United
States after the enactment of PRWORA (August 22, 1996) are ineli-
gible for Federally funded TANF for the first 5 years after their
entry into the United States, with special immigrant cases ex-
cepted in the law. The States have the option of providing TANF
to all LPRs after 5 years in the United States. After LPRs have
worked 40 quarters or become U.S. citizens they are otherwise eli-
gible. When an LPR seeks to receive TANF, the eligibility deter-
mination process deems the income of the person who sponsored
the immigrant petition to be available to the LPR until the LPR
becomes a citizen or has earned 40 quarters of work history.

EXPLANATION OF PROVISION

The bill would give States the option to use TANF funds to assist
all LPRs, including those who have arrived on or after August 22,
1996. It requires States taking this option to deem immigrants’ in-
come to include income of sponsors for purposes of determining eli-
gibility for only 3 years after entry, essentially making the deeming
rules for the post-PRWORA immigrants comparable those for pre-
PRWORA immigrants. These deeming rules would not apply to
minor alien children of sponsored immigrants, indigents, battered
spouses, and battered children.

REASONS FOR CHANGE

Under TANF, States receive a fixed sum each year. The Com-
mittee bill increases State flexibility by providing States the option
to use the funds to assist legal immigrants who have come to the
United States since 1996. Such immigrants pay taxes and came to
the United States legally. States do not receive additional funding
but are allowed to use current funding to assist these immigrant
families, if they choose to do so. The Committee bill does require
that the income of an immigrant’s sponsor be “deemed” to the im-
migrant for 3 years, to help enforce sponsor responsibility.

Section 105—Use of funds
PRESENT LAW

The law permits TANF funds to be used “in any manner reason-
ably calculated” to promote any of the program’s goals. States also
may use TANF funds to continue other activities that they were
authorized to undertake in individual State plans under TANF-
predecessor programs. No more than 15 percent of funds can be
used for administrative purposes (but this limit does not apply to
spending for information technology and computerization needed
for required tracking or monitoring). Funds may not be used to fi-
nance the construction or purchase of a building or to provide med-
ical services.

TANF funds may be carried over from fiscal year to fiscal year
for “assistance,” defined in regulations as benefits designed to meet
a family’s ongoing basic needs, plus supportive services for families
who are not employed. Funds used for “nonassistance” must be ob-
ligated by the end of the fiscal year for which they are awarded
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and spent by the end of the next year. States may transfer up to
30 percent of TANF funds to CCDBG and Social Services Block
Grant (SSBG). Within the 30 percent cap, funds may serve as State
match for Job Access/Reverse Commute grants.

EXPLANATION OF PROVISION

The bill permits carryover of TANF funds for any benefit or serv-
ice, including nonassistance, without fiscal year spending limit. It
also permits transfer of TANF funds to Job Access/Reverse Com-
mute projects. It clarifies that the general 15 percent cap on ad-
ministrative expenditures applies to the full TANF allocation, no
matter how much funding is transferred. It explicitly permits
States to use TANF grants for a 2- or 4-year degree post-secondary
educational program, subject to the overall time limit, and for sup-
plemental housing benefits for families with earnings. The bill
specifies that enrollment in the post-secondary degree program
must be required by the person’s Individual Responsibility Plan
(IRP) and that participants must engage in a combination of edu-
cational and other activities for an average of at least 24 hours
weekly during the first 24 months and thereafter must work at
least 15 hours weekly or engage in a combination of educational
and other activities for at least 30 hours. The State may give
“work” credit for study time, at the rate of at least 1 hour, and not
more than 2 hours, for each hour of class time. TANF funds could
be used to provide support services other than tuition for students.
The bill allows use of TANF funds to provide supplemental housing
benefits (defined as payments made to, or on behalf of, a person to
reduce or reimburse his/her costs for housing), and to pay minor re-
habilitation costs, as defined by the State, for housing owned or
rented by TANF-eligible persons. Supplemental housing benefits
could not supplant existing State spending on housing-related pro-
grams, and the bill specifies that these benefits are not to be con-
sidered assistance. (See section 106 for bill’'s new definition of as-
sistance.)

REASONS FOR CHANGE

As TANF has shifted to providing more work supports, States
have found that current distinctions between “assistance” and
“nonassistance” have made the provision of aid to low-income work-
ing families more complicated. The Committee bill provides States
additional flexibility in the use of funds carried over from one fiscal
year to the next to better aid low-income working families.

In addition, under an amendment offered by Senator Snowe, the
Committee bill allows States the option to create post-secondary
education programs for TANF recipients, but caps the number of
participants in such a program who can be counted towards meet-
ing the work participation requirements at 10 percent. In doing so,
the Committee is using a Maine “Parents as Scholars” program as
a model. A recent study found that participants in this program
earned a median wage of $11.71 per hour afterwards, substantially
higher than the average wage of most recent welfare leavers. The
bill permits States to allow a subset of recipients to benefit from
such a post-secondary strategy while maintaining an overall work
orientation. Finally, the Committee bill allows States to provide
supplemental housing benefits to low-income families with earn-



14

ings as “nonassistance” to give States another tool in supporting
these families in employment. This provision is drawn from S.
2116, introduced by Senator Kerry.

Section 106—Definition of assistance
PRESENT LAW

Parents and other caretakers who receive assistance are subject
to work requirements and time limits, and they are required to as-
sign child support payments to the States. (In addition, States are
subject to detailed reporting requirements about recipients of as-
sistance, including their financial and demographic characteristics
and their work activities.) The law does not define “assistance.”
Regulations define it as ongoing aid to meet basic needs, plus sup-
port services such as child care and transportation subsidies for un-
employed recipients. Assistance does not include short-term bene-
fits.

EXPLANATION OF PROVISION

The bill establishes a definition of “assistance” different from
that adopted by regulation. The new definition is payment, by cash,
voucher, or other means, to a person or family for the purpose of
meeting a subsistence need (including food, clothing, shelter, and
related items). It explicitly excludes all costs of transportation,
child care, and (as defined in Section 105) supplemental housing
benefits. At the request of the Agriculture Committee, the bill in-
cludes a provision to ensure that States can continue to use the
June 1, 2002 TANF assistance definition in exercising their option
to use TANF vehicle asset rules in the food stamp program when
TANF rules are more liberal.

REASONS FOR CHANGE

As TANF has provided more work support aid to low-income
working families, the distinction between “assistance” and “non-
assistance” has become more important. The Committee bill allows
States to treat additional forms of work support, short of tradi-
tional cash aid, as “nonassistance.” This provides additional flexi-
bility in designing work support programs. It also, to some extent,
codifies current regulations.

Section 107—Maintenance of effort
PRESENT LAW

To receive a full TANF grant, State spending under all State pro-
grams in the previous year on behalf of TANF-eligible families (de-
fined to include those ineligible because of the 5—year time limit or
the Federal ban on benefits to new immigrants) must equal at least
75 percent of the State’s historic level (sum spent in FY 1994 on
AFDC and related programs). If a State fails work participation re-
quirements, the required spending level rises to 80 percent. State
expenditures that qualify for maintenance-of-effort credit are cash
aid, child care, educational activities designed to increase self-suffi-
ciency, job training, and work (but not generally available to non-
TANF families), administrative costs (15 percent limit), child sup-
port collection passed through to a TANF recipient family without
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benefit reduction, and any other use of funds reasonably calculated
to accomplish a TANF purpose.

EXPLANATION OF PROVISION

The bill extends the maintenance-of-effort requirement for five
years, through FY2007. It allows a State to count as a qualifying
MOE expenditure amounts of child support arrearages distributed
to former TANF families.

REASONS FOR CHANGE

The Committee bill continues the import MOE requirement but
adds 1 additional allowable spending activity, related to the dis-
tribution of child support collections to families.

Section 108—Funding for families assisted by a territory program
PRESENT LAW

The combined annual Federal funding for public assistance pro-
grams for Puerto Rico, Guam, the Virgin Islands, and American
Samoa is capped at a maximum dollar amount. The cap, which to-
tals $116.5 million, covers the combined Federal TANF family as-
sistance grants ($77.9 million annually) plus funds available for
adult assistance, child protection, and Section 1108(b) matching
grants ($38.6 million annually). Funds above the TANF family as-
sistance grant level are available on a 75 percent matching basis
for adult public assistance, TANF, or Title IV-E programs (foster
care, adoption assistance, and independent living).

EXPLANATION OF PROVISION

The bill increases the total annual cap on Federal funding for
public assistance programs for the territories from $116.5 million
to $119.6 million. New caps, compared with current ones: Puerto
Rico, $109,936,375 ($107,255,000); Guam $4,803,150 ($4,686,000);
Virgin Islands, $3,642,850 ($3,554,000); and American Samoa,
$1,250,000 ($1,000,000). The bill also extends appropriations for
1108(b) matching grants through FY2007. (For new child care
funding for Puerto Rico, see section 103).

REASONS FOR CHANGE

The Committee provides an increase in funding for the territories
to assist their implementation of welfare reform.

Section 109—Repeal of Federal loan fund for State welfare pro-
grams

PRESENT LAW

The law provided an interest-bearing loan fund for State TANF
programs, capped at $1.7 billion.

EXPLANATION OF PROVISION
The bill repeals the loan fund.
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REASONS FOR CHANGE

The loan fund has not been used and States in economic distress
can avail themselves of the improved Contingency Fund (see Sec-
tion 102).

Section 110—Social Services Block Grant (SSBG)
PRESENT LAW

Under a provision of the law making appropriations for the De-
partment of Health and Human Services (P.L. 107-116), States
maintained the authority to transfer up to 10 percent of their an-
nual TANF allotments to SSBG in FY2002. This superceded the
provision of the Transportation Equity Act (P.L. 105-178), which
had scheduled the transfer authority to be reduced to 4.25 percent
beginning in FY2001.

The SSBG was permanently authorized at a level of $1.7 billion
beginning in FY2001. Although actual appropriations for the SSBG
have in some years exceeded the authorized level, $1.7 billion were
appropriated in FY2002.

EXPLANATION OF PROVISION

The bill permanently restores States’ authority to transfer up to
10 percent of their annual TANF allotments to the SSBG, begin-
ning in FY2003.

The bill funds SSBG at a level of $1.952 billion for FY2005, an
increase of $252 million above the FY2002 level. (Separately, as re-
cently approved by the Committee, H.R. 7, the CARE Act, funds
SSBG at 51.975 billion for FY2003 and $2.8 billion for FY2004.

REASONS FOR CHANGE

The Committee adopted an amendment offered by Senator
Rockefeller to restore the 10 percent transfer authority and in-
crease the funding for SSBG in FY2005. This increases State flexi-
bility and resources available for assisting low-income families.
(The Committee recently addressed funding for SSBG in FY2003—
2004 as part of H.R. 7, the CARE Act.)

Section 111—Technical corrections
EXPLANATION OF PROVISIONS

Because it was ruled to be unconstitutional, the bill strikes a pro-
vision that allowed a TANF program to treat interstate immigrants
under rules of their former State. Other changes correct punctua-
tion and spelling.

TITLE II—WORK

Section 201—Universal engagement
PRESENT LAW

State TANF plans must require that a parent or caretaker en-
gage in work (as defined by the State) after, at most, 24 months
of assistance. (This requirement is not enforced by a specific pen-
alty.) States must make an initial assessment of the skills, prior
work experience, and employability of each recipient 18 years or
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older or those who have not completed high school within 30 days.
States may, but need not, establish an individual responsibility
plan (IRP) for each TANF recipient in consultation with the recipi-
ent. The State may reduce the benefit payable to a family that in-
cludes a person who fails without good cause to comply with a re-
sponsibility plan signed by the recipient.

EXPLANATION OF PROVISION

The bill requires States to screen and assess the education,
skills, prior work experience, work readiness, and barriers to em-
ployment of adult or minor head of household receiving assistance
who has reached age 18 or has not completed high school or ob-
tained a certificate of high school equivalency, and is not attending
secondary school. States also must assess the well-being of children
in the family and services for which families are eligible. The bill
requires an IRP for each parent/minor head of household described
above and requires recipient parents or caretakers to participate
with the State in this process. The IRP must detail required work
activities and needed work supports, address the issue of child
well-being and, if appropriate, adolescent well-being. IRPs also
must include a section making available to the family information
concerning work supports for which they may be eligible. Recipient
parents or minor heads of household are required to participate in
activities in accordance with IRP, and States are required to mon-
itor their participation and review their progress. Before imposing
a sanction, States must review the person’s IRP.

Beginning in FY2004, new families with adults receiving assist-
ance must have an IRP within 60 days of enrollment, and IRPs for
current recipients must be completed by September 30, 2004. The
bill also requires the HHS Secretary to develop and disseminate
model screening tools to assist States in identifying barriers to em-
ployment or program compliance. These tools are to be developed
in consultation with individuals and groups with expertise in cir-
cumstances such as physical or mental impairments, including
mental illness, substance abuse, learning disability, limited English
proficiency, or the need to care for a child with a disability. To help
States implement the new universal engagement rules, $120 mil-
lion is provided to States over 4 years (FY2003—-FY2006) for: train-
ing to improve caseworkers’ ability to identify barriers to work and
indicators of child well-being, communication of information con-
cerning program requirements to recipients of (and applicants for)
assistance, coordination of support programs for low-income fami-
lies, conduct of outreach to promote enrollment among eligible fam-
ilies, and advisory panels, charged with reviewing policies and pro-
cedures for helping persons with work barriers. Nothing in this sec-
tion shall be construed as conveying a private right or cause of ac-
tion against the State or as limiting claims that may be available
under other Federal or State laws.

The bill requires HHS to consult with the National Governors
Association, American Public Human Services Association, and Na-
tional Conference of State Legislators in development of these im-
plementation efforts, including the development of regulations and
in the provision of technical assistance. It also requires the General
Accounting Office (GAO) to assess implementation of these provi-
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sions and to submit a report by September 30, 2005 to the Senate
Finance and House Ways and Means Committees.

REASONS FOR CHANGE

In a proposal based on the administration’s plan, the Committee
bill requires States to develop IRPs for each family with an adult
recipient or minor head of household. These plans are to provide
a map guiding the recipient toward self-sufficiency. There are sev-
eral required aspects of the IRP to ensure appropriate assessment
of a family’s need, barriers to employment, participation in re-
quired activities, and connection to appropriate other sources of
aid. This provision is central to the Committee’s bill and the goal
of “universal engagement” of welfare recipients in activities to pro-
mote self-sufficiency. To assist States in implementing the new re-
quirement, funding is provided for training of staff and other re-
lated expenses. This will help improve the ability of welfare agen-
cies to identify barriers to employment so that IRPs can be de-
signed to appropriately address the needs of a family.

Section 202—Work participation requirements
Work participation rates
PRESENT LAW

Fifyt percent of all families with an adult recipient (including 90
percent of 2-parent families other than those with a disabled par-
ent) must engage in listed work activities for specified minimum
hours (see below). (Participation rates began at 25 percent for FY
1997 and reached the 50 percent peak in FY2002. For 2-parent
families they began at 75 percent and rose to 90 percent in
FY1999.) States may exempt single parents caring for a child
under 1 year old and exclude them from calculation of participation
rates. For first failure to meet the participation rate, the penalty
is 5 percent of the State’s basic grant (penalty may be reduced for
degree of failure). The State must replace penalty funds with its
own. For successive failures, the penalty rate rises.

EXPLANATION OF PROVISION

The bill eliminates the separate 2-percent participation rate. It
increases the work participation rate by 5 percentage points yearly
until FY2007, as follows: 55 percent in FY2004, 60 percent in
FY2005, 65 percent in FY2006, and 70 percent in FY2007. The cur-
rent penalties are maintained.

REASONS FOR CHANGE

The Committee bill increases work participation requirements to
move toward universal engagement policies under which States ac-
tively engage all welfare recipients in moving toward self-suffi-
ciency. The bill ends the separate 2-parent rate, which appears to
have discourage some States from working with 2-parent families
in TANF.
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Employment credit
PRESENT LAW

A caseload reduction credit reduces a State’s required participa-
tion rate by 1 percentage point for each percent decline (not attrib-
utable to eligibility and other rule changes) in the caseload from its
FY1995 level.

EXPLANATION OF PROVISION

The bill eliminates the caseload reduction credit and substitutes
an employment credit. (For FY2003, States will have the option to
delay the new work participation standards and work hour require-
ments and have their work participation targets calculated on the
basis of both the current caseload reduction credit and the new em-
ployment credit (one-half credit rate for each).) The employment
credit reduces the required participation rate for recipients who
leave the rolls and are employed. The percentage point reduction
is calculated by dividing (a) twice the unduplicated number of fami-
lies who ceased receiving TANF for at least 2 months in the pre-
ceding year (and did not receive aid from a separate State-funded
program during those 2 months) and were employed in the next
quarter by (b) the average monthly number of families with an
adult cash recipient in the preceding year. The bill also gives
States extra credit (as 1.5 families) for a family that leaves and has
earnings equal to at lease 33 percent of the average wage in the
State. It also gives States the option to receive credit for those
whom it “divert” from joining TANF rolls with a short-term non-
recurring benefit and who are employed in the next quarter after
diversion, earning at least $1,000.

In calculating work participation rates, the bill allows partial
credit for recipients who work part-time, so long as they work at
least 50 percent of the time required of them, allows States to
count as “engaged in work” persons receiving “substantial” child
care or transportation assistance, as defined by the Secretary of
HHS in consultation with directors of State TANF programs (speci-
fying for each type of assistance a dollar threshold or a length of
time over which the assistance is received), and removes from work
participation calculations TANF recipients who become eligible for
SSI during the year.

Required work participation rates cannot be reduced by the em-
ployment credit (and by counting persons who receive substantial
child care or transportation assistance as participants) below these
levels: 20 percent in FY2004; 30 percent in FY2005; 40 percent in
FY2006, and 50 percent in FY2007. however, these caps do not
apply to States that have met 2 of the triggers for access to the
TANF contingency fund (see section 102).

REASONS FOR CHANGE

The current caseload reduction credit contains a flawed incen-
tive, under which a State may receive credit toward the work par-
ticipation requirements for families who leave assistance but do not
become employed. The Committee bill substitutes an employment
credit, limiting the credit States receive for those families who
leave assistance and are employed. The extra credit for families
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who leave assistance and find higher-paying employment is in-
tended to reward States making effective use of the new training
and education options provided elsewhere in the bill. Research sug-
gests that those recipients starting in higher-paying jobs are less
likely to return to welfare in the long run. The Committee bill also
provides States with “partial credit” for families with substantial
activity but not enough to meet the overall requirement so as to
better value all work effort. The Committee bill also refines the
measurement of work participation rates by excluding certain fami-
lies, such as those found eligible for disability benefits, from the
calculation of the rates.

Work hours
PRESENT LAW

Adult recipients generally must work in a countable activity for
an average of 30 hours weekly (20 hours if the single caretaker of
a child under age 6; at least 35 hours if a 2-parent family). Parents
with a 30-hour requirement must spend 20 hours in priority activi-
ties (see below). Teen parents without high school diplomas meet
work obligation by education directly related to work for 20 hours
weekly or by satisfactory school attendance. (Except for teen par-
ents, single parents with a child under 6, and participants in a
tribal program with different hour requirements, families must
work an average of at least 30 hours weekly to be counted as work-
ing.)

EXPLANATION OF PROVISION

The bill ends the separate rule for 2-parent families. It maintains
the general requirement for 30 hours of weekly work participation
by most adults, but increases from 20 hours to 24 hours the share
of time that must be spend in priority activities. It retains the pro-
vision deeming single parents of children under 6 to meet the work
requirement by engaging 20 hours weekly in a priority activity.

REASONS FOR CHANGE

The Committee bill increases the weekly work requirement for
“priority” activities. This sends a signal to States to improve per-
formance and maintain a focus on work. The overall requirement
is maintained at 30 hours, allowing States the flexibility to set the
overall hours requirements at 30 or 35 or 40 hours, allowing States
the flexibility to set the overall hours requirements at 30 or 35 or
40 hours as they best see fit and to maximize the effective use of
limited resources.

Priority activities, other countable activities
PRESENT LAW

The law lists nine priority activities that can be counted toward
the first 20 hours of the general work requirement:
e Unsubsidized job;
Subsidized private or public job;
Work experience;
On-the-job training;
Job search (generally limited to 6 weeks per year);
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+ Community service;
.d Vocational educational training (12 month lifetime limit);
an
e Providing care for child or community service participant.
Three other activities are countable for the other 10 hours re-
quired of adult recipients: job skills training related to work and
(for high school dropouts only) education directly related to work
and attendance at secondary school. Teen parents are deemed en-
gaged in work by satisfactory school attendance or by participation
in education directly related to work for at least 20 hours weekly.
Together with these teens, persons participating in vocational edu-
cational training can account for only 30 percent of all persons
credited with work.

EXPLANATION OF PROVISION

The bill increases priority work activity hours to 24 per week and
expands the list of priority activities by:

* Vocational educational training, with a 24 month limit
(not 12 months); and

* Job search, with an 8 week limit (not 6 weeks).

Time-limited additions to the list of priority activities (for the 24-
hour weekly work requirement) are:

* Rehabilitative services, provided they are required by the
recipient’s IRP. As examples, the bill lists adult basic edu-
cation, limited English proficiency program, or in the case of
an individual determined by a qualified medical, mental
health, or social services professional as having a physical or
mental disability, substance abuse problem or other problem
requiring rehabilitative services, substance abuse treatment,
mental health treatment, or other such services (countable for
3 months within 24 months; or—if a longer time is required in
the person’s IRP—for up to 6 months, combined with work or
job readiness in final 3 months).

Additions to the list of other activities (for the remaining 6
hours) are:

* Rehabilitative services (as described above) until success-
ful completion.

Under the bill, vocational educational training can account for no
more than 30 percent of persons credited with work (teen parents
deemed to be engaged in work are removed from the cap).

The bill provides that if a State has set up a 2- to 4-year degree
postsecondary program described in Section 404(1) (see section 105
above), it may count participants in such programs as engaged in
work for the month, up to a limit of 10 percent of the average
monthly number of recipient families during the fiscal year or the
immediately preceding fiscal year. This 10 percent is not included
in calculations of the 30 percent vocational educational training
cap.

REASONS FOR CHANGE

Job search is a key element in “work first” employment-focused
strategies. The Committee bill increases the time period such ac-
tivities count toward the work participation rates to permit States
to require participants to look for work full-time until an IRP must
be finalized for a family. This will allow States to focus IRP devel-
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opment on those families in need of more intensive services. In ad-
dition, the Committee bill allows States to count additional full-
time vocational training towards the work requirements to give
States flexibility in designing longer-term programs for a subset of
recipients, if they wish to do so. The Committee bill also removes
teen parents completing school from the 30 percent cap on voca-
tional educational training since this is a different type of activity.
Finally, the Committee bill permits full-time rehabilitative services
to count toward the work participation rates for 3 months, to better
enable States to individualize self-sufficiency strategies for TANF
families, subject to certain specified conditions. The services can
count for an additional 3 months when combined with work or
work readiness activities, and included in the IRP.

Work exemptions
PRESENT LAW

A State may exempt from work a single parent caring for a child
under age 1, and for a maximum of 12 months, the State may dis-
regard the exempted parent in calculating the State’s work partici-
pation rate.

EXPLANATION OF PROVISION

The Committee bill allows—but does not require—a State to ex-
empt from work the full-time caregiver of a family member who is
disabled and to exclude this family in calculating the State’s work
participation rate. The number of families excluded from the work
participation rate calculations cannot exceed 10 percent of the aver-
age monthly number of families receiving TANF during the fiscal
year or the immediately preceding fiscal year. There must be no
other able-bodied adults in the family and the exempted adult must
be the primary caregiver of a child or other family member with
a physical or mental disability or chronic illness. The recipient’s
IRP must specify the need to provide care.

REASONS FOR CHANGE

The Committee adopted an amendment offered by Senator
Conrad to give States flexibility in addressing the needs of recipi-
ents with disabled family members in need of full-time care. Re-
quiring such recipients to work could, in some circumstances, se-
verely disrupt current caregiving arrangements and result in more
costly new arrangements being required, which may not even be
available.

TITLE III—FAMILY PROMOTION AND SUPPORT
Section 301—Healthy marriage promotion grants
PRESENT LAW

States are eligible to receive a share of a $100 million per year
bonus fund (for FY 1999-FY 2002) if they demonstrate a reduction
in the non-marital birth ratio while also reducing abortions. A max-
imum of five States may be awarded this “illegitimacy” reduction
bonus in any year. If fewer than five States qualify, the bonus to
them is increased to $25 million each.
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EXPLANATION OF PROVISION

The bill repeals “illegitimacy” reduction bonus funding. It is re-
placed by a new Healthy Marriage Promotion grant program to
support demonstration projects to promote stronger families, with
a focus on the promotion of healthy marriages. The bill provides
$200 million per year for FY2003—FY2007. The grants would be
available to States, tribes, and non-profit organizations for a speci-
fied list of activities. A 25 percent match would be required with
“in-kind” contributions allowable toward the match. The following
activities may be awarded grants:

e Public advertising campaigns on the value of marriage and
the skills needed to increase marital stability and health;

* Voluntary marriage education and marriage skills pro-
grams for non-married pregnant women and non-married ex-
pectant fathers;

* Voluntary pre-marital education and marriage skills train-
ing for engaged couples and for couples interested in marriage;

e Voluntary marriage enhancement and marriage skills
training programs for married couples;

e Marriage mentoring programs that use married couples as
role models and mentors in at-risk communities;

« Teen pregnancy prevention programs;

e Broad-based income support and supplementation strate-
gies that provide increased assistance to low-income working
parents, such as housing, transportation, transitional benefits,
and are not limited to one or to two parent families; and

* Development and dissemination of best practices for ad-
dressing domestic and sexual violence as a barrier to economic
security, including caseworker training, technical assistance,
and voluntary services for victims.

HHS is required to make public the criteria for awarding grants
and the application of all grant proposals funded. All organizations
receiving funding must consult with national, State, local or tribal
organizations with demonstrated expertise aiding victims of domes-
tic violence. They must also agree to participate in the evaluation
of the program.

The bill requires the National Academy of Sciences to conduct,
or contract for, a comprehensive evaluation of a representative
sample of programs funded. The bill reserves $5 million per year
from the grant program to support this evaluation, which shall in-
clude measures of family structure, conflict, and child well-being.
A report describing initial evaluation findings is required from the
National Academy of Sciences on or before September 30, 2006.

The bill requires an initial report describing the programs funded
by the Secretary of HHS on or before September 30, 2005. Final
reports from both HHS and the National Academy of Sciences are
due on or before September 30, 2008.

In addition, the General Accounting Office is required to submit
a report to the Chairman and Ranking Members of the Senate Fi-
nance and House Ways and Means Committees describing the proc-
ess HHS used to distribute the funds, the activities supported by
the funds, and the results of the programs that were supported.
This report is due on or before September 30, 2006.
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REASONS FOR CHANGE

The Committee has been advised that there appears to be little
connection between State activity to reduce out-of-wedlock child-
bearing and States which have been awarded bonuses. In light of
this, the Committee bill includes a new grant program, funded in
part by the elimination of the bonus, to promote healthy marriages,
based upon a proposal made by the administration. The funds can
be used to support a variety of counseling programs and certain
other activities likely to support stronger relationships. The Com-
mittee bill allows the funds to be used for a broad-based income
supplementation strategy so that a replication of the Minnesota
Family Investment Program (MFIP) may be attempted. MFIP is
the only large-scale welfare reform found to have a pro-marriage ef-
fect, yet the House bill would not fund a replication to test whether
its income supplementation strategy is effective in other States. It
is important to the Committee that these counseling activities be
voluntary and conducted by organizations which have consulted
with experts in the area of domestic violence. A comprehensive
evaluation is required so that the relative effectiveness of these ac-
tivities will be better understood in future welfare policy discus-
sion.

Section 302—Abstinence education
PRESENT LAW

PRWORA provided $250 million in Federal funds for abstinence
education within the Maternal and Child Health Block Grant ($50
million per year for 5 years, FY1998-FY2002). Funds must be re-
quested by States when they solicit Maternal and Child Health
(MCH) block grant funds (Title V—Section 510 of the Social Secu-
rity Act), and must be used exclusively for the teaching of absti-
nence. To receive Federal funding, a State must match every $4 in
Federal funds with $3 in State funds.

EXPLANATION OF PROVISION

The bill reauthorizes the abstinence education program exactly
as under current law, including the $50 million per year funding
level, for FY2003-FY2007.

In addition, another $50 million each year for FY2003-FY2007 is
provided for grants to implement “abstinence first” teen pregnancy
prevention strategies (also under the Maternal and Child Health
Block Grant). The HHS Secretary is authorized to award grants to
States and Indian tribes to implement teen pregnancy prevention
strategies that (1) are abstinence-first, a strategy that strongly em-
phasizes abstinence as the best and only certain way to avoid preg-
nancy and sexually transmitted infections and that discuss the sci-
entifically proven effectiveness, benefits, and limitations of contra-
ception technologies in a manner that is medically accurate, (2)
replicate or substantially incorporate the elements of 1 or more
teen pregnancy prevention programs that have been proven (on the
basis of rigorous scientific research), such as service learning activi-
ties and certain youth development programs, (3) delay or decrease
sexual intercourse or sexual activity and increase contraceptive use
among sexually active teens or reduce teen pregnancy without in-
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creasing risky behavior, and (4) incorporate outreach or media pro-
grams.

The bill requires the Secretary of HHS to reserve up to $5 mil-
lion over FY2003-FY2007 for the purposes of conducting by con-
tract an independent comparative evaluation of the abstinence edu-
cation and abstinence-first programs and to report to Congress on
the results of the evaluation no later than 5 years after enactment
of this provision. The bill also requires the Secretary of HHS to re-
serve an amount equal to $750,000 each year for awarding grants
to Indian tribes.

REASONS FOR CHANGE

Current “abstinence-only” funding is continued. In addition,
under an amendment offered by the Chairman, a separate funding
stream to support “abstinence-first” teen pregnancy programs is
created. Such programs promote abstinence but also provide more
comprehensive and science-based pregnancy and disease prevention
information. This will offer States more flexibility in the methods
they employ to meet the national goal of teen pregnancy reduction
(see Section 701) and increase the amount of medically accurate in-
formation used in teen pregnancy prevention programs.

Section 303—Teen pregnancy prevention resource center
PRESENT LAW
No provision.
EXPLANATION OF PROVISION

The bill requires the Secretary of HHS to make a $5 million
grant for each year FY2003-FY2007 to a nationally recognized,
nonpartisan, nonprofit organization (that meets stipulated require-
ments) to establish and operate a national teen pregnancy preven-
tion resource center. The purposes of the resource center are to pro-
vide information and technical assistance to States, Indian tribes,
local communities, and other public or private organizations seek-
ing to reduce rates of teen pregnancy; and assist such entities to
work through all forms of media to communicate effective messages
about preventing teen pregnancy, including messages that focus on
abstinence, responsible behavior, family communication, relation-
ships, and values. The resource center must carry out the purposes
through the following activities;

e Synthesizing and disseminating research and information
regarding effective and promising practices to prevent teen
pregnancy;

e Developing and providing information on how to design
and implement effective programs to prevent teen pregnancy.

» Helping States, local communities, and other organizations
increase their knowledge of existing resources that can be used
to advance teen pregnancy prevention efforts;

* Linking organizations working to reduce teen pregnancy
with experts and peer groups, including the creation of tech-
nical assistance networks;

e Providing consultation and resources on how to reduce
teen pregnancy through a broad array of strategies, including
enlisting the help of parents and other adults, community or
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faith-based groups, the entertainment and news media, busi-
ness, and other teens; and

* Working directly with individuals and organizations in the
entertainment industry to provide consultation and serve as a
resource of factual information on issues related to teen preg-
nancy prevention.

The Secretary is required to make the grant to a nationally rec-
ognized, nonpartisan, nonprofit organization that has (1) at least 5
years of experience in working with diverse sectors of society to re-
duce teen pregnancy; (2) a demonstrated ability to work with and
provide assistance to a broad range of individuals and entities, in-
cluding teens, parents, the entertainment and news media, State,
tribal, and local organizations, networks of teen pregnancy preven-
tion practitioners, businesses, faith and community leaders, and re-
searchers; (3) a research focus and is capable of performing sci-
entific analysis and evaluation; (4) comprehensive knowledge and
data about teen pregnancy prevention strategies; and (5) experi-
ences in operating a resource center that carries out activities simi-
lar to the activities mentioned above (in bulleted form).

The bill requires the organization operating the resource center
to collaborate with other nonprofit organizations that have exper-
tise and interest in teen pregnancy prevention.

REASONS FOR CHANGE

A national teen pregnancy prevention resource center will pro-
vide a useful intermediary to work with many elements of society
to discourage teen pregnancies. It will help achieve the national
goal of reducing teen pregnancy (see section 701).

Section 304—Responsible fatherhood
PRESENT LAW

PRWORA required States to have laws under which the State
has the authority to issue an order or request that a court or ad-
ministrative process issue an order that requires non-custodial par-
ents who were unable to pay their child support obligation for a
child receiving TANF benefits to participate in TANF work activi-
ties.

In addition, PRWORA authorized grants to States to establish
and operate access and visitation programs. These programs are to
facilitate non-custodial parents access/visitation to their children.
An annual entitlement of $10 million is available to States for
these grants. Eligible activities include but are not limited to medi-
ation, counseling, education, development of parenting plans, visi-
tation enforcement, and development of guidelines for visitation
and alternative custody arrangements. States may use the grants
to create their own programs or to fund programs operated by
courts, local public agencies, or nonprofit organizations. The allot-
ment formula is based on the ratio of the number of children in the
State living with only 1 biological parent in relation to the total
number of such children in all States.

EXPLANATION OF PROVISION

The bill creates a grant program to support expansion or replica-
tion of court-supervised or Child Support Enforcement-adminis-
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tered employment programs for low-income non-custodial parents
to assist them in meeting their child support obligations. The bill
authorizes the Secretary of HHS and the Secretary of Labor to
jointly award $25 million per year in grant funds for FY2004-2007
to eligible States for the purpose of establishing, in coordination
with counties and other local governments, supervised employment
programs for non-custodial parents (including ex-offenders) who
have a history of nonpayment or irregular payment of child support
obligations, and who are determined by the court or Child Support
Enforcement (CSE) agency to be in need of employment services in
order to meet child support obligations. A 25 percent non-Federal
match would be required with “in-kind” contributions allowable to-
ward the match.

An eligible State that receives a non-custodial parent employ-
ment grant may contract with a public, private, faith-based or com-
munity-based organization to administer (in conjunction with the
court or CSE agency) the supervised employment program. A su-
pervised employment program must include the following goals: to
assist specified non-custodial parents to establish a pattern of reg-
ular child support payments by helping them obtain and maintain
unsubsidized employment; to increase the dollar amount and total
number of child support orders with collections; and to help speci-
fied non-custodial parents improve relationships with their chil-
dren.

The following types of services may be provided under a super-
vised employment program: job development; supervised job search;
job placement; case management; court and child support liaison
services; educational assessment; educational referrals; vocational
assessment; counseling on responsible fatherhood and effective par-
enting; support funds for services such as transportation or short-
term training; referral for support services; employment retention
services; outreach to community agencies that provide bonding pro-
grams; and domestic violence services and health services.

The bill requires the Secretaries to determine the amount of each
grant to be awarded taking into account the number of counties
participating in an eligible State and the population of the non-cus-
todial parents to be served by the employment programs in the
State. The Secretaries are required to give priority to States with
programs designed to target non-custodial parents whose income
does not exceed 150 percent of the poverty line. The bill prohibits
supervised employment programs from allowing a non-custodial
parent who is placed in the program to graduate from the program
and avoid penalties for failure to pay a child support obligation
until the non-custodial parent completes at least 6 months of con-
tinuous, timely payment of his or her child support obligations.

The bill also creates a grant program to conduct policy reviews
and demonstration projects to coordinate services for low-income
non-custodial parents. The bill authorizes $25 million for each of
FY2004-FY2007 for States to conduct these policy reviews and
demonstration projects.

The HHS Secretary shall make grants to States to conduct policy
reviews and develop recommendations with the goals of (1) obtain-
ing and retaining employment for low-income non-custodial par-
ents, increasing child support payments, and increasing the in-
volvement of low-income non-custodial parents with their children;
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and (2) coordinating services for low-income non-custodial parents
among the different systems or programs in which such parents are
involved, including the criminal justice system, the TANF program,
the Child Support Enforcement program, and job training or em-
ployment programs.

In addition, the HHS Secretary shall make grants to States to
conduct a demonstration project for the purpose of (1) testing inno-
vative policies and to better coordinate policies and services for
low-income non-custodial parents to accomplish the goals noted
above, or (2) to implement recommendations that were based on a
policy review funded under this section.

The bill provides that demonstration funds may be used to pro-
vide a wide variety of services to low-income non-custodial parents,
including providing economic incentives (with or without penalty)
to increase the employment of such parents or to increase the
amount of child support paid by such parents.

REASONS FOR CHANGE

The Committee bill includes 2 provisions to assist low-income
non-custodial parents better meet child support obligations, both
based upon provisions in S. 2524, introduced by Senators Bayh and
Carper. Non-custodial parents who meet child support obligations
can reduce the need for custodial parents to use government assist-
ance programs and are more likely to have positive relationships
with their children.

Section 305—Second chance homes
PRESENT LAW

Teen parents must live in adult-supervised settings to be eligible
for TANF, and a group home for unwed teen mothers—a “second
chance” home—qualifies as such a setting. Second chance homes
generally offer access to child care, education, job training, coun-
seling, and advice on parenting and life skills, provided teen par-
ents abide by rules concerning behavior and continue their edu-
cation or seek employment.

EXPLANATION OF PROVISION

The bill authorizes the Secretary of HHS to award $33 million
per year for FY2004-FY2007 for competitive grants to States, local
governments, Indian tribes, or public or private nonprofit agencies,
organizations or institutions, including nonprofit Indian organiza-
tions to establish, expand, or enhance a second chance home. The
bill defines a second chance home as a community-based, adult-su-
pervised group home that provides young mothers and their chil-
dren with a supportive and supervised living arrangement in which
such mothers are required to learn parenting skills, including child
development, family budgeting, health and nutrition, and other
skills to promote their long-term economic independence and the
well-being of their children.

The bill limits services provided by the grant funds to mothers
who are not more than 23 years old and their children. Eligible en-
tities would be required to contribute a 20 percent non-Federal
match, which could include “in-kind” contributions. Second chance
home grants would be awarded for period of 5 years. The bill re-
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quires the Secretary to give priority to an eligible entity that sub-
mits an application (1) proposing to establish a new second chance
home, especially in a rural area or tribal community; (2) proposing
to collaborate with a nonprofit entity in establishing, expanding, or
enhancing a second chance home; or (3) demonstrating that the en-
tity will use TANF funds to support a portion of the operating cost
of the applicable second chance home.

The bill requires the Secretary to enter into a contract with a
public or private entity to evaluate the second chance homes sup-
ported by grants funded under this section. The entity conducting
the evaluation must submit to the Congress an interim report due
not later than 2 years after the date on which the entity signs the
contract to conduct the evaluation, and it must submit a final re-
port not later than 5 years after the date on which it signs the con-
tract. The bill requires the Secretary to reserve $1 million for
FY2004 for the evaluation. The bill allows the Secretary to use up
to $500,000 to enter into contract with a public or private entity
that will provide technical assistance to the entities that receive
grant funds.

REASONS FOR CHANGE

The Committee bill authorizes a grant program to create or ex-
pand “second chance” homes since they may reduce the number of
second out-of-wedlock births to teen mothers by removing them
from inappropriate homes and providing structure for the mothers
to engage in positive activities to move toward self-sufficiency.

TITLE IV—HEALTH COVERAGE

Section 401—5-year extension and simplification of the transitional
medical assistance program (TMA)

PRESENT LAW

The laws require States to make transitional (extended) benefits
available to families who lose Medicaid eligibility because of in-
creased hours of employment, increased earnings, or loss of a time-
limited earned income disregard for at least 6, and up to 12,
months. To be eligible for transitional medical assistance (TMA), a
family must have received Medicaid in at least 3 of the 6 months
immediately preceding the month in which eligibility is lost. Fami-
lies who meet reporting requirements and whose average gross
monthly earnings are below 185 percent of the Federal poverty
guideline (less work-needed child care costs) are eligible for the ad-
ditional 6 months of transitional benefits coverage (for a total of 12
months of coverage). During the second 6 months, States may im-
pose a premium, limit the scope of benefits, and/or use an alter-
native delivery system. The law does not require States to collect
data on monthly enrollment or monthly participation in TMA. Au-
thorization for TMA expires on September 30, 2002.

The law also permanently extends coverage of transitional Med-
icaid benefits for 4 months to families who lost eligibility for Med-
icaid due to increased child or spousal support payments.
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EXPLANATION OF PROVISION

The bill extends TMA for 5 years. It permits States to provide
continuous eligibility for TMA for 12 months by removing the re-
porting requirements for families, and to extend benefits for an-
other year (a total 24 months) to families with average gross
monthly earnings (less work-needed child care) below 185 percent
of the Federal poverty guideline after the first 12 months of TMA
coverage. The bill also permits States to drop the requirement that
families must have received Medicaid for 3 of the preceding 6
months in order to be eligible for TMA. For States who extend
Medicaid eligibility to families with average gross monthly earn-
ings (less work-needed child care) of up to 185 percent of the Fed-
eral poverty guideline, the bill allows such States the option of pro-
viding TMA, as this extended Medicaid eligibility would fulfill the
Federal requirement to provide TMA. It requires States to provide
notice to families whose eligibility for TANF is terminated with no-
tice of their eligibility for medical assistance, or if the State deter-
mines a member of the family is not eligible, a 1-page letter de-
scribing how they may qualify and apply for medical assistance (in-
cluding an explanation that the family does not have to receive
TANF or Federally-subsidized foster care or adoption assistance to
qualify) along with information on how to apply for the State Chil-
dren’s Health Insurance Program (SCHIP). The bill also requires
States to extend use of outstationed workers (who accept applica-
tions for Medicaid at locations other than TANF offices) to also ac-
cept applications for Medicaid under section 1931 of the Social Se-
curity Act. It also requires States to collect information on average
monthly enrollment and average monthly participation rates for
adults and children in TMA, and requires the CMS Administrator
for TMA to coordinate with the Assistant Secretary for the Admin-
istration of Children and Families to develop guidance for States
on best practices to guarantee access to TMA. The requirements to
collect TMA information and coordinate guidance for the States
take effect 6 months after enactment of the bill. The Bill allows
States such time as needed to approve amendments to their Med-
icaid State plan required by the State legislations for compliance
with TMA provisions.

REASONS FOR CHANGE

The Committee bill includes provisions based on S. 1269, intro-
duced by Senator Breaux, to continue transitional Medicaid for five
years and to make administrative simplifications in how it is ad-
ministered. Health coverage can be an important support for low-
income working families and families leaving welfare for employ-
ment should not become uninsured as a result, since this both puts
child well-being at risk and reduces the efficacy of work promotion
strategies.

Section 402—Optional coverage of legal immigrants under the Med-
icaid program and title XXI

PRESENT LAW

“Qualified aliens” who entered the United States after the enact-
ment of PRWORA (August 22, 1996) are not eligible to receive Fed-
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erally funded Medicaid or SCHIP benefits for 5 years. Qualified
aliens who entered the United States prior to the enactment of
PRWORA are eligible for Federally funded Medicaid at State op-
tion, as are qualified aliens arriving after August 22, 1996 who
have been present in the United States for more than 5 years.

A person who executed an affidavit of support for an alien under
section 213A of the Immigration and Nationality Act (INA) is liable
to reimburse the Federal or State government for public benefits
received by the sponsored alien until the alien naturalizes or has
accumulated 40 quarters of work. Section 213A was enacted as
part of PRWORA on August 22, 1996.

EXPLANATION OF PROVISION

The bill lifts the 5-year waiting period and allows States to elect
to provide medical assistance through Medicaid or SCHIP pro-
grams for certain populations. Covered persons could include law-
fully residing individuals who are pregnant women (including the
60 day-period after delivery), or children as defined by the State for
Medicaid and SCHIP purposes. If the benefit is provided under the
Medicaid program, the alien’s sponsor is not liable to reimburse the
Federal or State government for these benefits. This provision
takes effect on October 1, 2002.

REASONS FOR CHANGE

The Committee bill includes this provision as the result of an
amendment offered by Senator Graham. It increases State flexi-
bility by allowing States the option to include post-1996 legal immi-
grant children and pregnant women in Medicaid and SCHIP with-
out the 5-year waiting period.

Section 403—Clarification of authority of States and local authori-
ties to provide health care to immigrants

PRESENT LAW

States may only provide public benefits to aliens who are “quali-
fied aliens,” nonimmigrants under the INA, or are paroled into the
United States for less than 1 year. States may provide the fol-
lowing types of public benefits to any alien: (1) health care for
emergency medical conditions excluding transplants; (2) short-
term, non-cash, in-kind emergency disaster assistance; (3) public
health assistance for immunizations against and treatment of com-
municable diseases; and (4) programs, services, or assistance speci-
fied by the Attorney General.

EXPLANATION OF PROVISION

The bill removes from the list of allowable State and local public
benefits for all aliens emergency medical care and immunizations
and treatment of communicable diseases, but changes the defini-
tion of State and local public benefits so that any health benefits
provided by State and local governments with funds from the State
or local government are not considered public benefits.
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REASONS FOR CHANGE

The Committee adopted an amendment offered by Senator
Bingaman to clarify this authority.

Section 404—Clarification of no verification requirement for non-
profit charitable organizations

EXPLANATION OF PROVISION

The Committee bill includes a clarification of the statutory lan-
guage allowing non-profit charitable organizations to not perform
immigration status verification in certain circumstances.

TITLE V—CHILD SUPPORT AND CHILD WELFARE
Section 501—Distribution of child support collected by States
Assignment rule
PRESENT LAW

Federal law requires that as a condition of receiving TANF
funds, the parent or caretaker relative must assign her or his
rights to child support to the State. The assignment covers any
child support that accrues (or had already accrued before the fam-
ily enrolled in TANF) before the date the family leaves the TANF
program. The assignment must not exceed the total amount of as-
sistance paid to the family. Any child support assignment to the
State in effect on September 30, 1997 (or at State option, an earlier
date not before August 22, 1996) must remain assigned after such
date.

EXPLANATION OF PROVISION

The bill limits the child support assignment to the period in
which the family receives TANF benefits. Any child support assign-
ment to the State in effect on September 30, 1997 (or at State op-
tion, an earlier date not before August 22, 1996) may, at State op-
tion, remain assigned after such date.

REASONS FOR CHANGE

All of the provisions in this section are based upon S. 918, intro-
duced by Senator Snowe and long co-sponsored by Senator Kohl.
They permit States to follow the lead of Wisconsin, which has pio-
neered distribution reform. The Committee bill simplifies the rules
for assigning child support to increase the funds provided to custo-
dial parents and to ease administration of the program for States.

Families receiving TANF
PRESENT LAW

While the family receives TANF benefits, the State is permitted
to retain any current child support payments and any assigned ar-
rearages it collects up to the cumulative amount of TANF benefits
that have been paid to the family. In other words, the State can
decide how much, if any, of the State share of the child support
payment collected on behalf of TANF families to send to the family.
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However, the State is required to pay the Federal government the
Federal share of the child support collected.

EXPLANATION OF PROVISION

The bill maintains current law on assignment rules for families
on TANF. However, if a State has a Section 1115 waiver (that be-
came effective on or before October 1, 1997) that allows for pass
through of child support payments, the State may “pass through”
those payments in accordance with its waiver.

For families receiving TANF benefits (for not more than 5 years
after enactment of this bill), the bill requires the Federal govern-
ment to share in the cost of child support collections passed
through to TANF families by the State and disregarded by the
State in determining the family’s TANF benefit, up to $400 per
month in the case of a family with less than 2 children, and up to
$600 per month in the case of a family with 2 or more children.

REASONS FOR CHANGE

The Committee bill provides incentives to States to “pass
through” child support collections to families on assistance. Early
research (from Wisconsin) suggests that this increases child sup-
port payments. Under PRWORA, States are, in effect, discouraged
from adopting “pass through” policies, because of the non-participa-
tion of the Federal government in the financing of costs. The Com-
mittee bill requires the Federal government to participate when
States choose to “pass through” funds.

Families who formerly received TANF
PRESENT LAW

Current child support payments must be paid to the family if the
family is no longer on TANF. Since October 1, 1997, child support
arrearages that accrue after the family leaves TANF also are re-
quired to be paid to the family before any monies may be retained
by the State. Since October 1, 2000, child support arrearages that
accrued before the family began receiving TANF also are required
to be distributed to the family first. However, if child support ar-
rearages are collected through the Federal income tax refund offset
program, the family does not have first claim on the arrearage pay-
ments. Such arrearage payments are retained by the State and the
Federal government.

EXPLANATION OF PROVISION

The bill simplifies child support distribution rules to give States
the option of providing families that have left TANF the full
amount of the child support collected on their behalf (i.e., both cur-
rent child support and child support arrearages). The Federal gov-
ernment would share with the States the costs of paying child sup-
port arrearages to the family first.

REASONS FOR CHANGE

PRWORA generally applied a “family first” rule for the distribu-
tion of child support collections for families formerly on welfare to
better help these families establish themselves financially after
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leaving welfare. The Committee bill allows States to conform the
distribution of funds collected through the interception of tax re-
funds to this general rule. This would simplify collection rules and
increase funds available to custodial parents.

Financing options
PRESENT LAW
No provision.
EXPLANATION OF PROVISION

Under the bill, to the extent that the arrearage amount payable
to a former TANF family in any given month exceeds the amount
that would have been payable to the family under current law, the
State may elect to use TANF funds to provide the amount to the
family or the State can elect to have the amount paid to the family
considered an expenditure for MOE purposes. The State can elect
1 of the 2 options, but not both. Also, the bill amends the Child
Support Enforcement State Plan to include an election by the State
to include whether it is using the new option to pass through all
arrearage payments to former TANF families without paying the
Federal government its share of such collections or maintain the
old distribution method.

REASONS FOR CHANGE

States which provide more child support collections to families
reduce the amount they can keep themselves. In some States, these
funds are an important source of financing the operations of the
child support enforcement program. The Committee bill offers op-
tions to States to recoup forgone child support collection revenue.

Ban on recovery of Medicaid costs for certain births
PRESENT LAW
No provision.
EXPLANATION OF PROVISION

The bill prohibits States, effective October 1, 2004, from using
the Child Support Enforcement program to collect monthly from
noncustodial parents in an attempt to recoup birthing costs paid by
the Medicaid program.

REASONS FOR CHANGE

The Committee bill prohibits States from attempting to recover
Medicaid costs associated with a child’s birth through child support
enforcement. This practice can result in substantial initial child
support obligations, discouraging noncustodial parents from cooper-
ating in the collection of on-going support payments.

Effective date
PRESENT LAW
Not applicable.
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EXPLANATION OF CHANGE

The amendments made by this section of the bill would take ef-
fect on October 1, 2006, and shall apply to payments under parts
A and D of title IV of the Social Security Act for calendar quarters
beginning on or after such date. States may elect to have the
amendments take effect earlier—at any date that is after enact-
ment and before October 1, 2006.

REASON FOR CHANGE

The Committee bill provides States a number of years to consider
the new options and to adapt automated systems used in child sup-
port enforcement to reflect those they choose to exercise.

Section 502—Mandatory review and adjustment of child support or-
ders for families receiving TANF

PRESENT LAW

Federal law requires that the State have procedures under which
every 3 years the State review and adjust (if appropriate) child
support orders at the request of either parent, and that in the case
of TANF families, the State review and adjust (if appropriate) child
support orders at the request of the State CSE agency or of either
parent.

EXPLANATION OF PROVISION

The bill requires States to review and adjust (if appropriate)
child support orders in TANF cases every 3 years and at the re-
quest of either parent. This provision would take effect on October
1, 2004.

REASONS FOR CHANGE

The Committee bill requires regular review and adjustment of
child support orders in TANF cases so that they more correctly re-
flect the financial circumstances of noncustodial parents.

Section 503—Decrease in amount of child support arrearage trig-
gering passport denial

PRESENT LAW

Federal law stipulates that the HHS Secretary is required to
submit to the Secretary of State the names of noncustodial parents
who have been certified by the State CSE agency as owing more
than $5,000 in past-due child support. The Secretary of State has
authority to deny, revoke, restrict, or limit passports to noncusto-
dial parents whose child support arrearages exceed $5,000.

EXPLANATION OF PROVISION

The bill authorizes the denial, revocation, or restriction of pass-
ports to noncustodial parents whose child support arrearages ex-
ceed $2,500, rather than $5,000 as under current law.
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REASONS FOR CHANGE

The ability to deny a passport has been found to be an effective
tool in collecting unpaid child support obligations in some cases.
The Committee bill allows it to be used in more cases.

Section 504—Use of tax refund intercept program to collect past-due
child support on behalf of children who are not minors

PRESENT LAW

Federal law prohibits the use of the Federal income tax offset
program to recover past-due child support on behalf of non-welfare
cases in which the child is not a minor, unless the child was deter-
mined disabled while he or she was a minor and for whom the
child support order is still in effect. (Since its enactment in 1981,
the Federal income tax offset program has been used to collect
child support arrearages on behalf of welfare families regardless of
whether the children were still minors—as long as the child sup-
port order was in effect.)

EXPLANATION OF PROVISION

The bill permits the Federal income tax refund offset program to
be used to collect arrearages on behalf of non-welfare children who
are no longer minors.

REASONS FOR CHANGE

The income tax refund offset program has been an effective way
to collect past-due child support in some cases. The Committee bill
allows it to be used in more cases.

Section 505—Financing review and administrative funding
PR