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DRAFT 

TANF Spending and Welfare-to-Work: The Facts 
February 26, 1999 

According to the most recent preliminary data, states have obligated (that is, have 
contracts or other binding plans for) between 80 and 85 percent of their F Y 1998 TANF 
funds. The amount they have left, from their F Y 1997 and 1998 grants, is between S3 
and S3.5 billion, according to our latest preliminary figures. 

Technical note: Unobligated balances are the best measure of unspent or surplus TANF _ 
dollars. Obligated dollars represent, for example, contracts that the state has entered into for 
TANF-related services or sub-grants made to county or local levels of government to run the 
TANF program. These dollars will be expended, generally within 12 months from when they 
were obligated. For example, by the end of the third quarter of FY 98 the states had obligated 
all but $500 million of their FY 97 Federal TANF funds and had expended 88% of the 
obligated dollars. The $7 billion figure represents cash balances (that is, TANF dollars on 
account at the Federal Treasury but not yet drawn down by the states), which can be 
misleading because many of these dollars have already been committed. 

According to the same preliminary data, nineteen states have obligated all of their F Y 
98 TANF funds 

HHS expects future data to show a substantial increase in slate spending commitments, 
for two reasons. First, stales will have had the opportunity to appropriate these additional 
funds, which they did not initially plan for because they did not expect such large caseload 
declines. Second, state policy decisions made in early 1998 are now being implemented, 
resulting in additional expenditures. HHS expects states to leave some TANF funds unspent, 
leaving them in the Federal treasury for a "rainy day" when additional funds may be needed 
due to population increases or a recession. 

Background information: Legislators generally appropriated FY 98 TANF funds in the first 
half of calendar year 1998. Since then caseloads have dropped sharply, more than many states 
expected. The average monthly TANF caseload declined from 3.947 million in FY 1997 to 
3.186 million in FY 1998, a drop of 19 percent. 

States anticipating a higher caseload may have budgeted relatively more for cash assistance 
and less for intensive work activities, transportation, post-employment supportive services and 
other uses of the flexible TANF dollars. Many of the state-level TANF agencies may not 
rcprogram large amounts from one spending category to another without approval of their 
state legislatures. Large caseload declines would leave such states with significant 
unobligated balances of TANF funds. 
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• States need tu invest both the TANF and the Welfare-to-Work (WtW) resources in 
order to ensure that all welfare recipients, including those with the greatest barriers to 
employment, are able to move to self-sufficiency within the time limits. States are finding 
that many of those families remaining on the rolls face barriers to employment such as low 
levels of education and skills, substance abuse problems, disability or the need to care for a 
family member with a disability. These barriers can require major investment to overcome -
investment greater than the average TANF funding per recipient. WtW is the only program 
with funds dedicated to the hardest-to-serve welfare recipients. 

The WtW program can also provide wage subsidies and other direct job creation for those 
who have reached the TANF time limit but despite their best efforts have not found 
employment. 

• WtW resources can help those who are employed keep those jobs and find better ones. 

• Welfare-to-Work funds can also be used to improve the employment rates and earnings 
of nan-custodial parents of children on welfare. Often under state law the noncustodial 
parents of children on welfare are ineligible for TANF, which usually focuses on the custodial 
parent. Many states would need to redefine, probably in statute, their definition of an eligible 
TANF family in order to serve noncustodial parents with TANF funds. 
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TANF and Welfare-to-Work Q&As 
February 8,1999 

Q: Is The New York Times correct that there's $3 billion in unspent TANF money and, if so, 
why aren't states spending this money? 

A: The most recent figures released by the Department of Health and Human Services show that by 
the 3rd quarter of FY 1998, states had obligated about three-quarters of TANF funds available to 
them in the October 1997-June 1998 period, leaving about $3 billion unobligated. Some of these 
unspent funds are to be expected and in fact welcomed, since they will provide "rainy day" funds 
in case of state population increases or recession. Moreover, HHS expects future data to show a 
substantial increase in state spending commitments because (1) state legislatures are now 
appropriating the additional, unexpected funds they received as a result of large caseload 
declines; and (2) states are now implementing policy decisions made in early 1998, which will 
result in additional expenditures. In fact, preliminary 4th quarter 1998 data show that nearly half 
the states have obligated all their 1998 TANF funds. 

Q: Why is the Administration proposing more Welfare-to-Work (WtW) money if there's $3 
billion in unspent TANF funds? 

A: First, not all states have unspent TANF funds ~ nearly half the states have spent all their FY 
1998 TANF dollars, according to preliminary 4th quarter data reported to HHS from the states. 
And in every state, as was pointed out in the New York Times article, an even more intensive 
commitment of resources will be necessary in the coming years as the work requirements 
increase and those left on the rolls face the most serious barriers to employment. The WtW 
funds will not only help these individuals get their first job, but will help them keep that job or 
advance into a better job. The funds will also ensure that both parents contribute to their 
children's support, by focusing a minimum of $150 million on increasing the employment of 
low-income fathers so they can pay more child support. 

There is a great need for these funds in high-poverty areas. In FY 1998, 44 states plus D.C, 
Guam, Puerto Rico, and the Virgin Islands claimed these federal funds and identified one dollar 
in state and local resources for every two dollars in federal resources. In addition, in FY 1998, 
the Department of Labor received approximately 1,400 applications totaling approximately $5 
billion for WtW competitive grants funds, but only had sufficient funds to award $468 million to 
126 grantees. 

Q: Can't leftover TANF funds, rather than Welfare-to-Work funds, be used on welfare 
recipients with the greatest challenges? 

A: First and most important, we do expect states to make full use of their TANF funds (or to make 
considered decisions to save these funds for a rainy day) as they put their welfare reform 
programs in full gear and appropriate unexpectedly large TANF payments. In addition, the 
Welfare-to-Work program has a number of characteristics that make it particularly well-suited to 
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assisting the hardest-to-serve welfare population. For example, most WtW funds flow 
automatically through the states to communities with the greatest needs (those with highest 
poverty levels, most long-term welfare recipients, and highest unemployment). Similarly, WtW 
funds can be used to employ non-custodial parents of children on welfare, whereas many states 
could not use TANF monies for this purpose without extensive changes to a state's TANF plan. 
In addition, the WtW funds, because they are administered by local workforce boards, ensure the 
involvement of local communities and local businesses. 

Q: How is the $3 billion reported by The New York Times different from the $7 billion surplus 
cited recently by several Republicans? 

A: The $3 billion represents unobligated balances, after accounting for both state expenditures and 
state obligations, such as contracts with providers and funds passed to local governments. 
Obligated funds are generally expended within 12 months from the date of obligation. The $7 
billion figure represents cash balances ~ that is, TANF dollars on account at the Federal Treasury 
but not yet drawn down by the states. We believe this is not an appropriate measure to look at 
because many of these dollars have already been committed. 

Q: Does the fact that six states turned down the WtW funds last year mean there is little 
interest in these resources? 

A: No, we think the fact that 44 states plus D.C, Guam, Puerto Rico, and the Virgin Islands claimed 
these federal funds and identified one dollar in state and local resources for every two dollars in 
federal resources indicates substantial interest. In addition, in FY 1998, the Department of Labor 
received approximately 1,400 applications totaling approximately $5 billion for WtW 
competitive grants funds, but was only able to award $468 million to 126 grantees. 

- 2 -
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TANF Spending 
March 5,1999 

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 (PRWORA) 
provides states with broad flexibility to use TANF funds to provide assistance to needy 
families; promote job preparation, work and marriage in order to end dependence; reduce 
the incidence of out-of-wedlock births; and encourage the formation of two-parent families. 
States are beginning to transform their former AFDC programs and to use the new TANF 
f u n d s to s u p p o r t i n n o v a t i v e a n d c rea t ive e f f o r t s to meet these i m p o r t a o t new goals. 

W i t h the r epea l o f t he A F D C e n t i t l e m e n t to the states, P R W O R A also a l lows states grea t 
flexibility i n t h e t i m i n g o f t h e i r T A N F expendi tures . Recogn iz ing that caseloads — and state 
expenditures ~ m a y rise i n t imes o f economic downturn, states are a l l o w e d to defer some o f their 
T A N F b lock grants f o r a " ra iny day." S imi la r ly , they may ca re fu l l y p l an fu tu re investments f o r 
needy f ami l i e s and chi ldren. 

F o r F Y 1998, 84 pe rcen t o f T A N F f u n d s have been o b l i g a t e d b y t h e states. Nine teen states 
have o b l i g a t e d 100 pe rcen t t h e i r F Y 98 T A N F f u n d s . These inc lude large states such as 
Ca l i fo rn ia , I l l i n o i s and Texas, as w e l l as Connecticut. Delaware , Oregon and V i r g i n i a . Obl iga ted 
funds represent the best measure o f T A N F spending, since they inc lude f u n d s fo r w h i c h states have 
contracts or other b i n d i n g plans, such as sub-grants to counties to run the T A N F program. States 
are using T A N F funds f o r a w i d e range o f services to help an h is tor ic number o f recipients move 
from welfare to w o r k and they are beginning to address other d i f f i c u l t issues o f dependency. 

Some states have n o t o b l i g a t e d a l l o f t h e i r T A N F f u n d s , l e a v i n g S2.7 b i l l i o n i n u n o b l i g a t e d 
T A N F f u n d s f o r F Y 1998. F u l l y a l l owed and anticipated by P R W O R A , there are a variety o f 
reasons f o r this . Some states have speci f ica l ly set aside some o f these f u n d s f o r a " ra iny day". ( A n y 
funds set aside f o r a ra iny day remain i n the federal treasury as unobl iga ted funds. ) Some states 
have experienced large caseload declines but require fur ther state legislat ive action to reprogram 
funds from cash assistance to other investments to promote w o r k and end dependency. Other states 
are jus t beg inn ing innovat ive new e f fo r t s and plan to u t i l ize these funds f o r these purposes. 

U n o b l i g a t e d f u n d s a r e n o t " s u r p l u s " f u n d s a n d mus t r e m a i n a v a i l a b l e t o address the goals o f 
P R W O R A . These funds sue essential to the overal l success o f w e l f a r e r e f o r m . M a n y o f the 
fami l i es r emain ing o n wel fa re face substantial barriers to employment , such as l o w levels o f 
education and sk i l l s , substance abuse and mental health problems, domestic violence issues, 
d isab i l i ty o r the need to care f o r a f a m i l y member w i t h a d i sab i l i ty . States anticipate that m u c h 
greater investments w i l l be required to successfully help such f ami l i e s ga in work and self-
suf f ic iency . T h e unobl igated T A N F funds - together w i t h W e l f a r e to W o r k funds - are crucia l to 
such e f for t s . 

States also face e n o r m o u s d e m a n d s f o r w o r k suppor t s f o r l o w i n c o m e f a m i l i e s - b o t h f a m i l i e s 
m a k i n g the t r a n s i t i o n f r o m w e l f a r e t o w o r k a n d f a m i l i e s w h o have never been o n w e l f a r e . As 
more and more f a m i l i e s w i t h infants and young children move in to the work fo rce , the need — and 
compet i t ion f o r ~ he lp fo r a l l types o f qual i ty ch i ld care, especially i n f an t care and care at non-
tradi t ional hours , continues to expand. W i t h o u t assistance, a f a m i l y earning $14,400 a year 
t yp i ca l l y must spend 2 5 % o f its income f o r the care o f a c h i l d under five. Y e t i n some states, ch i ld 
care assistance under T A N F and the C h i l d Care and Development B l o c k Grant is l i m i t e d to 
fami l ies m a k i n g the t rans i t ion from wel fa re to work . L o w - i n c o m e w o r k i n g famil ies w h o have 
never been on we l f a r e and are s t ruggl ing to stay o f f wel fa re are too o f t en denied desperately needed 
ch i ld care assistance. 
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inColimnA«iFonn tTATFS C o l l i C4.12 C o l . 1 3 

ACF-l«Lil»««m5:V 1 SRAHTAS* 2 TRmrEl t AHT 3 TKAHSFCI) AMT 11 TOTAL EXP. 12 U N l W i i l D A T E D 1 3 U N O B L I G A T E D 
TOTAL OF TOTAL TRANSfEWtED AS*OfC«l1 TRANSFERRED ASSOFColl TOTAL A l K O f C o U UNLIQUIDATED m o f C o i . 1 U N O B L I G A T E D A S % O F C o l . -t 

AMUtOEDH SRANTS TOCCOf TOTAL AWARD TOSS6G TOTAl AWARD EXPENDITURES TOTAL AWARO OBLIGATIONS TOTAL A W A R D B A L A N C E T O T A L A W A R D 
A b t w u S6.SM.66I atm 2 * 57.141,881 BM crx. 3 7 . 3 7 7 . 8 S 1 3 9 % 
AlMW 85.267.77* 0 4 * 1,600.000 2 * 3,216.300 5 * 46.830.655 7 5 * 11.820.613 o% 
A r i l M l 224,398,173 m 22,639,800 10* 138,783,545 6 1 * 30,605.219 1 4 ' * 3 4 . 1 6 8 , 6 0 9 1 5 % 
Artunus M.230.JS4 a« 28,981,060 SO* 29,269,294 5 0 % o% 
Cll l fomii 3,7M.671J76 22.5* ICO.MO.KO » 163,000,000 5 * 2,666,924.584 7 1 * 762,746,794 2 1 % o% 
Cot«jdo 13S.3M,514 o.«« 2,152,087 2 * 56.966.196 40* Otb 8 1 , 2 0 6 . 2 3 0 5 6 % 
Cainethcut 2M.7B8.107 re* 2y« ,031 9 * 242.9S3.076 9 1 * ex. o% 
DeUvnn r.5M.9»1 0.2* 3,229,098 10% 28.078.933 67* 982.950 3 % o% 
District otCcluntm 92.e09.9U 0 6 * 59.875,759 85* 6.328.006 7 % 2 4 , 4 0 6 . 0 3 0 2 6 % 
f lond i 576.eM.KJ 1 5 * 29.403.488 5 * 57.884.688 10* 165,324.071 32* 51.548.488 est 2 5 2 . 9 2 2 . 1 5 1 4 4 * . 
Ceorglt 136.773237 i t * 19.152.485 «* 30,f»7.«1 9 * 222,742,599 6 » U.2S2.400 4 % 6 1 . 6 9 5 . 6 7 3 I S * . 
Hmaii W.9M.7S8 0.6* 7.400.000 7 * 84.974.594 86* 429.294 6 . 1 0 0 . 9 0 0 e % 
Witio ^.710,444 0.2* s^jox 10* 0 * o% 2 9 . S 0 2 . 4 4 4 so% 
Illinois 3.£i* 58,501,000 10* 545.592.238 »3* ( M b o% 
I n d l i u }06.7X.ia 1.2* s.oco.ooo 3 * 25.479;258 12* 175,318.851 8 5 % o% 
Iowa t3l.i2<,959 0.8* 1,214,089 1 * 7,401.592 6 * 67J549.764 67* 6.385,774 5 % 2 8 . 8 7 3 , 7 4 0 2 2 % 
Kmsas 101,931,061 0.6* 7,378,92S 7 * 10,193,1« 10* 82.744.419 62* o% 2 1 . e 1 e . 6 0 7 2 1 % 
KMIIKly msim 1.1* 16.0CH0CO m g.Toaora 5 * 110.202,652 6 1 * 0 % 4 3 . 8 8 5 . 0 1 7 2 4 % 
lou isnm 168.072,3M 1.0* 44.565.492 27* 0 % 1 2 3 . 5 1 6 . 9 0 2 7 3 % 
Mlint 78,t20.«89 A S * 4.984^10 6 * 2,sooino 3 * 71638,079 9 0 * o% o% 
MaiyniK 229,098,032 U * 22,908,803 10* 128,331,442 5 5 * o% 7 9 . 8 5 6 , 7 8 7 3 S % 
ManwhiiMtts 458,371,110 2 8 * 79.253.383 17* 42,397^0 9 * 309,370,824 6 7 * 28349,619 6 % o % 
Mictiigan 775,3a,656 4J% 149,464,937 19* 72,782,l»7 » 463,845,037 6 0 * 14,122.039 2 % 8 9 . 2 6 0 . 8 7 7 1 2 % 
Minnesota 2<7.9M.6J6 1.8* 10.200.000 4 * 100.000 0.04* 120,757,360 45* o% 1 3 6 . 9 2 7 , 5 2 6 5 1 % 
Mististippl 8S.9O.530 0.5* 70283,503 ?9* 14504,075 1 » % Cr tb 
Uisscuii 217.061.740 1.3* 21.705.174 10% 132 1 04.238 8 1 * «3.24?,330 2 8 % o% 
Uonans «.6M.707 0.3* 27411.535 5 » 18.255,172 4 1 % o% 

M.02>,57> o.« 33.404,183 68* o% 2 4 . 6 2 4 . 3 9 6 4 2 % 
N tv j d j 44.»75,aS2 0.3* 38.832.249 82* 8,043.80$ 1 8 % o % 
NewHtinpshlre 3e,42»^« 0.2% 32.S88.048 85* o% 5 . 9 5 3 . 2 1 2 15<» t 

Hew J w a y «*.CiM.«2J 2 . « 16,349.964 4 * 40,403.482 10* 177.022.971 4 4 * o% 1 7 0 . 2 5 8 . 3 8 6 4 2 % 
H w M n l c o 1M.339 2 7 1 8 * 13,394,750 10* 80,223,092 «2» 4.912.000 4 % 3 0 . 8 9 9 , 4 1 5 2 4 % 
N«wrorK 2,442.930,602 14.7* 55,CO0,000 2 * 2?i,(X)o,oao 9 * 1.561,049,329 e<* 0 % 6 0 6 . 8 8 1 . 2 7 3 2 5 % 
Nortb Camliiu 3Mi9J6.520 1.9* 11,899.518 4 * 970.581 0 3 * 205,116,440 6 6 * o% 9 3 . 1 4 8 . 9 8 1 3 0 % 
NoitliDikott 2«,3n.e09 0.2* 20.635,225 78* 5,763.564 2 2 % o% 
O t b 727.968,260 1 4 * 72,7«1826 10.0* 185,226.908 2 i * • 468,944.525 6 5 % o% 
Otalwcna t<7,«42.0M 0 9 * S.«06,1J4 4 * 11.1O0.CO0 7 i » 2OJ87J01 14* o% 1 1 0 . 2 3 8 . 4 8 0 7 5 % 
Oicoon IM.JSS.KS t.O* 11^41,411 9 9 * 51,657.216 3 1 % o% 
Ptimsyivanii 719,499.305 4.3* 53,005,528 7 * 383.571,355 63* 37,«68,1«0 5 % 2 4 5 . 0 3 6 . 2 6 4 3 4 % 

Rliodelsbnd 95.021.587 0 6 * 88,494,994 93* o% 8 . S 2 6 . 5 9 3 7 % 
Soutli Ciroli iu 99.957.824 0.W 9,986,782 1 « 88,160,118 60* o% 2 3 . 8 1 0 , 9 2 6 2 4 % 
SomtiOakoU 21,313,413 0 1 * 2,131.341 10* 11,200,436 53* o% 7 . 9 8 1 . 6 3 8 3 7 % 
T«finKU8 196.717.08 1 2 * 14.704,274 7* 909.900 0 * 11S,914,99Q. 6 1 * 12,921,Se3 7 % 4 8 , 2 6 5 . 9 2 2 2 5 % 

499.949.720 3.0* 12.183.631 2 * AI05.516 5 * 25(;395,Ce6 52* 205,265,513 4 1 % o% 
UBh 7t.«S.393 0.5* 3,116.423 4 * 62.256.539 79* o% 1 3 . 5 5 0 , 4 3 1 1 7 % 
Viraont 47 lK>.iei o.» J4M.M2 14* 4.73S.3U 10* 65%;: o% 5 . 5 7 1 . 5 7 2 1 2 % 
Virginia 158.285.172 1.0* 23.74^776 15* 11,671.388 ( 4 90.525.555 5?* 32.345.653 2 0 % 0 % 
Wshington . 404.S3I.754 2.4* 28,973.849 7 * i 232,955.795 56* 949.341 o% 1 4 1 . 4 5 2 . 7 7 0 3 5 % 
WMtViJjinia 110,176.310 QT* 10.000,000 9 * 7,400,000 7 * 12.058.676 1 1 * I o% 8 0 . 7 1 7 . 4 3 3 7 3 % 
Wisconsin 317,506,180 1.9* 26,021/18 6* 31,750,000 10* 63,656.599 20* 147,054.822 4 6 % 4 9 . 0 1 9 . 5 4 1 1 S % 
Wyoming 21.536,189 0 . 1 * 161,402 1 * 21,376.687 © 9 % o% 
Foul 100* t t t 7 . ! 17.003 4 * $t j i75>g,4je 7 * B,S05.IS7,49< 6W K,2«.4«,e27 1 4 % C Z . 7 0 4 . 2 7 5 . 5 8 S 1 6 % 

GENERAL NOTES: L 
This table shows infotmatkm exactly as reported by Stales in column A on BIB quirterly TANF report (form no. ACF.19S). States wttit itquiied to submit this TAHF fiinncial dab by H/14/98. 
Table A shows Iww Stales used Federal funds. Tables 8 and C show how Stales used their own fu nds in (he fAHF program. 

FOOTNOTES: 
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FY 1998 STATE SPENDING UNDER THE NEW WELFARE PROGRAM 

Overview: Fiscal Year 1998 was the first full year that all states implemented the new welfare 
program now called Temporary Assistance for Needy Families (TANF). States demonstrated remarkable 
progress in welfare reform during the year -- over 1.5 million families who were on welfare in 1997 were 
working in 1998, caseloads continued to decline at an unprecedented rate with 20 percent fewer 
recipients than in FY 1997. and all states subject to the overall work participation rate in FY 1997 met it. 
States also continued to make large investments in their work first welfare programs, spending or 
committing to spend 84 percent of their federal funds. Nineteen states spent 100 percent of their block 
grant. Although states can reserve funds from year to year without limitation (for example, states can 
save dollars for "rainy day funds"), when FY 1997 and 1998funds are combined, states left only 10 
percent of the federal block, grant unspent. 

In an effort to meet the critical need of quality, affordable child care for parents moving from 
welfare to work, states increased the transfer of TANF funds to the child care block grant. Even with 
the significant spending of both federal and state funds, however, states are facing the new challenges of 
reaching families with greater barriers to work and supporting families to remain in work. 

F V 1998 H i y h l . y h t s 

M a i n t e n a n c e o f E f f o r t . T h e n e w w e l f a r e r e f o r m l a w requires states to cont inue to spend state funds at 
a level equal to at least 80 percent o f the i r F Y 1994 levels . I f states meet the m i n i m u m w o r k 
p a r t i c i p a t i o n rates, the l a w also a l l o w s them to reduce the i r m i n i m u m - s p e n d i n g r e q u i r e m e n t to 75 
percent . I n F Y 1998, a l l states expended enough to meet the 75 percent maintenance o f e f f o r t amount . 
T h i r t e e n states repor ted state spending above 80 percent, w i t h one state ~ Wes t V i r g i n i a ~ exceeding 
] 00 percent . Since states axe no t r equ i red to report any expendi tures i n excess o f the main tenance o f 
e f f o r t r equ i rement , states m a y ac tua l ly be spending more than repor ted. 

C h i l d C a r e . C h i l d care cont inues to be a c r i t i ca l support f o r f a m i l i e s m o v i n g f r o m w e l f a r e to w o r k . 
States made s i g n i f i c a n t inves tments i n c h i l d care i n F Y 1998, t r a n s f e m n g a total o f $(552 m i l l i o n i n 
T A N F f u n d s to the c h i l d care b l o c k grant, an over t h r e e - f o l d increase f r o m F Y 1997. States repor t they 
are c o m m i t t i n g over 99 percent o f the i r c h i l d care b l o c k grant ftmds. I n add i t i on , states spent over $ 1 
b i l l i o n o f the i r o w n f u n d s o n c h i l d care. 

W o r k A c t i v i t i e s , C a s h A s s i s t a n c e , a n d O t h e r S u p p o r t s . States fu r the red the goa l o f the w e l f a r e l aw 
b y m a k i n g w o r k f i r s t the p r i o r i t y f o r their programs. I n F Y 1998 states spent $1.2 b i l l i o n i n c o m b i n e d 
federa l and state f u n d s o n w o r k ac t iv i t i es . States spent $6.8 b i l l i o n , or 69 percent, o f the i r F Y 98 federal 
T A N F f u n d s o n cash assistance and work-based assistance. ( T h e work-based assistance i n th is category 
m a y i n c l u d e paychecks earned b y T A N F recipients i n r e tu rn f o r c o m m u n i t y service j o b s or subs id ized 
e m p l o y m e n t . ) A d d i t i o n a l l y , states repor ted spending $1 .1 b i l l i o n i n federal T A N F f u n d s and $1.3 b i l l i o n 
i n state maintenance o f e f f o r t f u n d s on other expenditures, w h i c h i nc luded f r a u d c o n t r o l p rograms , 
emergency assistance (e.g. , one - t ime benef i t s to d i v e r t f a m i l i e s from h a v i n g to r e l y o n w e l f a r e ) , s t a f f 
t r a i n i n g , domest ic v i o l e n c e services, and c h i l d w e l f a r e p rograms . 

T r a n s f e r r i n g T A N F F u n d s . T h e n e w we l fa re l a w gives states the author i ty to t ransfer po r t ions o f their 
T A N F grant to ci ther the C h i l d Care and Deve lopmen t B l o c k Gran t or the Social Services B l o c k Grant . 
T h i r t y - n i n e states repor ted t r ans fe r r ing funds i n amounts r a n g i n g f r o m 2 to 29 percent o f the i r T A N F 
grant . I n t o t a l , S652 m i l l i o n or 4 percent o f T A N F f u n d s were t ransferred to the c h i l d care b l o c k grant 
and $1 .1 b i l l i o n or 7 percent was t ransferred to the Socia l Services B l o c k Grant . 
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Administrative Costs. States continue to invest in transforming their welfare offices into employment 
centers, and to expect more from their workforce as eligibility workers are trained as job counselors. In 
FY 1998, state administrative expenditures amounted to $913 million, or 9 percent of total federal TANF 
expenditures - well below the TANF administrative cost limit of 15 percent. 

Separate State Programs. In F Y 1998, a fewer number o f states —15— chose to fund programs with 
separate state funds than in FY 1997. Expenditures on separate programs represented less than four 
percent o f total State spending. States with separate programs spent most o f their separate state program 
funds -- 55 percent ~ on cash and work-based assistance by providing support to pr imari ly two-parent 
families, pregnant women, migrant seasonal workers, and qualified legal immigrants. Most o f the 
remaining funds were spent on child care (35 percent) and non-direct services categorized as other 
expenditures. 

Unobligated Balances. States can carry forward unobligated T A N F funds for use in future years, for 
example to meet unanticipated needs or reserve dollars for "rainy day" funds. I n F Y 1998, states 
obligated $13.9 b i l l i on or 84 percent o f the total federal funds. The remaining $2.7 b i l l ion in unobligated 
funds remain in the federal treasury, with no time l imi t , until states draw down the dollars. 

X X X 
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TANF Spending 
March 10, 1999 

The Personal Responsibility and Work Opportunity Reconciliation Act of 1996 
(PRWORA) provides states with broad flexibility to use TANF funds to provide 
assistance to needy families; promote job preparation, work and marriage in 
order to end dependence; reduce the incidence of out-of-wedlock births; and 
encourage the formation of two-parent families. States are beginning to 
transform their former AFDC programs and to use the new TANF funds to 
support innovative and creative efforts to meet these important new goals. 

With the repeal of the AFDC entitlement to the states, PRWORA also allows 
states great flexibility in the timing of their TANF expenditures. Recognizing 
that caseloads -- and state expenditures -- may rise in times of economic 
downturn, states are allowed to defer some of their TANF block grants for a 
"rainy day." Similarly, they may carefully plan future investments for needy 
families and children. 

For FY 1997 and FY 1998 combined, 90 percent of TANF funds have been 
obligated by the states. Nineteen states have obligated 100 percent of their FY 
98 TANF funds. These include large states such as California, Illinois and 
Texas, as well as Connecticut, Delaware, Oregon and Virginia. Obligated funds 
represent the best measure of TANF spending, since they include funds for 
which states have contracts or other binding plans, such as sub-grants to 
counties to run the TANF program. States are using TANF funds for a wide 
range of services to help an historic number of recipients move from welfare to 
work and they are beginning to address other difficult issues of dependency. 

Some states have not obligated all of their TANF funds, leaving $2.7 billion in 
unobligated TANF funds for FY 1998. Fully allowed and anticipated by 
PRWORA, there are a variety of reasons for this. Some states have specifically 
set aside some of these funds for a "rainy day". (Any funds set aside for a rainy 
day remain in the federal treasury as unobligated funds.) Some states have 
experienced large caseload declines but require further state legislative action to 
reprogram funds from cash assistance to other investments to promote work 
and end dependency. Other states are just beginning innovative new efforts and 
plan to utilize these funds for these purposes. 

Unobligated funds are not "surplus" funds and must remain available to address 
the goals of PRWORA. These funds are essential to the overall success of 
welfare reform. Many of the families remaining on welfare face substantial 
barriers to employment, such as low levels of education and skills, substance 
abuse and mental health problems, domestic violence issues, disability or the 
need to care for a family member with a disability. States anticipate that much 



greater investments will be required to successfully help such families gain work 
and self-sufficiency. The unobligated TANF funds - together wi th Welfare to 
Work funds - are crucial to such efforts. 

States also face enormous demands for work supports for low income families -
both families making the transition from welfare to work and families who have 
never been on welfare. As more and more families wi th infants and young 
children move into the workforce, the need - and competition for - help for all 
types of quality child care, especially infant care and care at non-traditional 
hours, continues to expand. Without assistance, a family earning $14,400 a 
year typically must spend 25% of its income for the care of a child under five. 
Yet in some states, child care assistance under TANF and the Child Care and 
Development Block Grant is limited to families making the transition from 
welfare to work. Low-income working families who have never been on welfare 
and are struggling to stay off welfare are too often denied desperately needed 
child care assistance. 



Health Care Q&A's 
March 22,1999 

Q: HHS released guidance today clarifying that states must furnish Medicaid 
applications immediately upon request and process the applications without delay, 
even if they use joint applications for TANF and Medicaid. Why is this guidance 
necessary? 

A: This guidance is designed to ensure that statutory requirements are followed to ensure 
that former AFDC recipients and their children do not lose their Medicaid eligibility as 
they are moving from welfare to work. In passing welfare reform, the President insisted 
on maintaining the Medicaid entitlement; indeed, he vetoed two welfare bills that did not 
guarantee Medicaid coverage to all adults and children who were then eligible. The 
guidance that HHS is releasing today is just the latest of our efforts to ensure that, 
consistent with this longstanding policy, working families moving off cash assistance 
programs still get Medicaid benefits. 

Q: Wasn't the Administration investigating New York City for violating Federal rules 
about immediate processing of Medicaid applications? Is this guidance targeted at 
New York? 

HHS has been working with New York City for several months to ensure that its 
Medicaid program is serving all qualified applicants, as required by law. In late January, 
a New York district court issued a temporary restraining order against the city for failing 
to follow federal Medicaid enrollment requirements; this order requires the city to 
develop a plan for coming into compliance with current statute. HHS did not release this 
guidance, however, to respond specifically to the situation in New York. The 
Administration has long done everything it can to ensure that people moving from 
welfare to work retain their Medicaid benefits, and this guidance is another step in that 
effort. 

Q: Do you have reason to believe that welfare reform is in practice causing individuals 
to lose Medicaid benefits, even though the welfare law does not formally change the 
Medicaid entitlement? 

A: It is too early to tell whether welfare reform may have such indirect effects, but we are 
doing everything possible to ensure it does not. Again, the welfare reform law itself in no 
way changes the rules for Medicaid eligibility. And HHS is taking aggressive steps ~ of 
which this guidance is just the latest ~ to ensure that states and communities do not 
undermine the Medicaid entitlement in making implementation decisions on welfare. A 
remaining question is whether people who move from welfare to work simply fail to avail 
themselves of other, continuing benefits like Medicaid and food stamps. We are keeping 
a close eye on this question, and working with the states on a wide variety of outreach 
methods focused on this population. 



Date: 03/17/99 Time: 01:53 
WWith PM-Extra Welfare Cash 

The amount of money, i n m i l l i o n s of d o l l a r s , t h a t each s t a t e has 
yet t o spend of f e d e r a l welfare money i t received f o r f i s c a l years 
1997 and 1998, combined. 

The second column i s how much each s t a t e would lose, i n 
m i l l i o n s , under a Senate plan t h a t c a l l s f o r using $350 m i l l i o n i n 
unspent welfare money t o pay f o r an emergency spending b i l l . 

S t a t e 
A l a . 37.4 4.3 
Alaska 0 0 
A r i z . 47 . 9 5 . 5 
Ark. 0 0 
C a l i f . 0 0 
Colo. 81.2 9.3 
Conn. 0 0 
Del. 0 0 
D.C. 35.1 4.0 
F l a . 252.9 29 .1 
Ga. 51.7 5 . 9 
Hawaii 6 . 9 0 . 8 
Idaho 31.1 3 . 6 
111. 0 0 
I n d . 0 0 
Iowa 28 . 9 3.3 
Kan. 21.6 2 . 5 
Ky. 44 . 9 5.2 
La. 129 . 8 14 . 9 
Maine 0 0 
Md. 146 . 9 16 . 9 
Mass . 0 0 
Mich. 89 . 3 10 . 3 
Minn. 136.9 15.8 
Miss . 0 0 
Mo. 0 0 
Mont. 0 0 
Neb. 36 . 7 4.2 
Nev. 6 . 8 0.8 
N.H. 6 0 
N.J. 223.1 25.6 
N.M. 55 .2 6.4 
N.Y. 689 .1 79.3 
N.C. 93 . 1 10.7 
N.D. 2 . 3 0.3 
Ohio 0 0 
Okla. 110 . 2 12 . 7 
Ore . 0 0 
Pa. 245 28 .2 
R. I . 15.7 1 . 8 
S.C. 34 .7 4 . 0 
S.D. 8 0 
Tenn. 77 8. 
Texas 0 0 
Utah 13 . 6 1.6 
Vt . 11.1 1. 3 
Va. 0 0 
Wash. 141.5 16 .3 



W.Va. 8 0.7 9.3 
Wis. 49 5.6 
Wyo. 0 0 
U.S. 3,041.3 350.0 

Source: Department of Health and Human Services 
APNP-03-17-99 0212EST 
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Medicaid/TANF Q and As 
Fma]~3/19/99 

Q: What is the purpose of this guidebook? 

A: As the cover letter says, our goal is to do everything possible to maximize both 
the number of people with health insurance and the number of people moving 
from welfare to work. The decoupling of Medicaid and TANF in the 1996 
welfare reform law means that states need to pay careful attention to their 
eligibility and enrollment processes. It also provides a special opportunity for 
states to promote both Medicaid and CHIP as an independent support for low-
income working families. 

The guidebook released today is just the latest of our efforts to work with states to 
ensure that people moving off cash assistance programs, and working families 
who may not realize they are eligible for assistance, still get Medicaid benefits. 
The guidebook makes clear that slates with a joint TANF-Medicaid application 
must furnish a Medicaid application upon request and may not impose a waiting 
period. States must also process Medicaid applications without delay. 

HHS has repeatedly urged states in many different ways to pay attention to their 
eligibility and enrollment processes to ensure that those eligible for Medicaid -
particularly children - are enrolled. In fact, all state Medicaid and TANF 
administrators received a letter in June of last year explaining actions stales 
should take to ensure that all those eligible for Medicaid receive it - including 
making Medicaid and CHIP applications available at sites where TANF eligibility 
is evaluated, and where "diversionary" assistance is provided. 

We will continue to work with states to identify model outreach strategies, 
program operations, coverage expansions and Medicaid policies designed to 
increase the number of people eligible for Medicaid who actually receive i l . 

Q: What are the current figures available for the number of Medicaid recipients 
nationwide? Are they declining? 

A: The latest Medicaid enrollmenl ligures, for 1997, show that there are 40.3 million 
Americans enrolled in Medicaid, down from 41.2 million enrolled m 1996. It is 
too early to say with, confidence what has caused this decline, however. There are 
a number of factor*, such as fewer people in poverty, lower rates of 
unemployment, and the rise in number of businesses offering health insurance to 
their employees that contribute to any change m enrollment numbers. It's also 
important to note that while Medicaid enrollment has declined since 1996, the 
number of people under the poverty level who are uninsured has not increased in 
that period. 
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[BACKGROUND: The overall enrollmeat figures are 41.4 million in 1995, 41.2 
million in 1996, and 40.3 million in 1997. The number of children enrolled went 
from 20.4 million in 1995 to 20.5 million in 1996 to 19.6 million in 1997. In 
addition to adults and children receiving cash assistance. Medicaid also covers 
disabled individuals who receive SSI, low-income elderly Americans, low income 
parents who would have qualified for cash assistance under the rules in effect 
prior to the enactment of welfare reform; their children; other children of working 
parents who meet certain income guidelines; and some working adults in states 
that have received waivers to continue Medicaid eligibility to low-income 
working families.] 

[BACKGROUND: The numbers shown in HCFA's Congressional Justification 
are in person years (or, average enrollment). The latest Medicaid enrollment 
figures in person years indicate that, on average in 1997, about 33 million 
Americans were enrolled in Medicaid, down from 33.2 million the year before. In 
FY 1997, there were 16.4 million children enrolled in Medicaid, down from about 
16.9 million in 1996.] 

Q: Wasn't the Administration investigating Ne>v York city for violating federal 
rules about immediate processing of Medicaid applications? What is the 
status of that investigation? 

A: Beginning in July, HCFA began collecting information from city and 
state officials about Medicaid application procedures to ensure that New 
York City's Medicaid program was serving all qualified applicants, as 
required by law. In late January, a New York court issued a temporary 
restraining order against the city for failing to follow Medicaid 
enrollment requirements under law and regulation. The court required the 
city to submit a corrective action plan that includes procedure to address 
issues raised with the city's Medicaid enrollment process. That plan has 
now been submitted, and it is being reviewed by the court. 

[BACKGROUND: The state of New York has asserted that they cannot provide 
any information to HCFA due to the court proceedings. HCFA is continuing 
to gather information from other sources. The plaintiff in the court case is the 
Legal Aid Society of New York. J 

Q: What do you think of New York City's corrective action plan? 

A: The court has not provided us with a copy of the plan and has not asked us for 
comment. 
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Q: Have there been similar violations in other states? Are you issuing the 
guidebook because you think this is a national problem? 

A: We are certainly aware, as we say in the guidebook, that the de-linking of 
Medicaid and cash assistance crentes both opportunities and challenges in the 
states. As we recei ve specific coniplainis, we will of course investigate them. 

However, thai is not the reason wc released the guidebook. There is no evidence 
that this is a widespread problem. Our goal is to do everything possible to 
maximize both the number of people with health insurance and the number of 
people moving from welfare to work. State officials share those goals, and want 
to do the best job they can in administering TANF, Medicaid and CH1P-

In fact, significant resources exist for states to conduct Medicaid and CHIP 
outreach, including a $500 million Medicaid fund, enacted in the 1996 welfare 
law and aimed at outreach for children losing welfare; a provision in the CHIP 
law, allowing states to spend up to 10 percent of their CHIP allotment on 
administrative costs which can include outreach; and a provision in the welfare 
bill that allows states to use federal TANF funds and their state maintenance of 
effort funds for outreach and training activities for Medicaid and CHIP. 

[BACKGROUND: Federal TANF funds can NOT be used for medjcal services or 
as Medicaid matching funds, however.] 

Q: Why are the Medicaid rolls decreasing? 

A: This is a complex question with no easy answer. A possible answer is that the 
improving economy has made it possible for many low income people enrolled in 
the Medicaid program to find jobs that, offer health insurance benefits. Another 
answer is that individuals may not realize they are still eligible for the Medicaid 
program even if their income increases slightly. 

Irrespective of these complicated questions, the Adminisfcration maintains its long­
standing belief that the best approach is for states to move families from welfare 
to work, while preserving Medicaid eligibility and improving outreach strategies. 
The guidebook released on Monday is just the latest of our efforts to work with 
states to ensure that people moving off cash assistance programs, and working 
families who may not realize they arc eligible for assistance, still get Medicaid 
benefits. The guidebook also makes clear that states' TANF-Medicaid 
application must furuish a Medicaid application upon request and may not impose 
a waiting period. States must also process Medicaid applications without delay. 
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Q; Isn't welfare reform responsible for the drop in Medicaid enrollment? 

A: This Administration has demonstrated an unprecedented commitment to reducing 
the numbers of the uninsured and would not take any action that would reduce 
access to health insurance for low-income people. National welfare reform 
legislation was enacted in August 1996 and phased in by the states during 1997, 
so the numbers currently available say little about the effect of welfare reform on 
Medicaid coverage. 

Beginning in 1993, President Clmton led the effort to reform welfare by granting 
waivers to 43 states allowing them to move families from welfare to work. In 
each waiver, the Administration insisted that states ensure continued Medicaid 
coverage for all eligible people at the same time they were promoting work. This 
reflected our commitment to expanding health coverage and our belief that health 
insurance is a crucial work support. 

Consistent with this conviction, the President insisted that the welfare reform law 
guarantee Medicaid coverage to all adults and children who would have been 
eligible prior to the law's passage (except for those adults who refuse to meet their 
work obligations). Recently, the Department revised its regulations to help 
families work their way off welfare by permitting states to extend Medicaid to 
low income two-parent families even if the principal wage earner worked more 
than 100 hours per month. 

The guidebook released Monday is just the latest of our efforts to work with states 
to ensure that people moving off cash assistance programs, and working families 
Who may not realize they are eligible for assistance, still get Medicaid benefits. 
The guidebook also makes cigar that states that upe a joint TANF-Medicaid 
application must furnish a Medicaid application uppn request and may not impose 
a waiting period before providing it. States must also process Medicaid 
applications without delay. 

Again, the precise reason for declining Medicaid rolls is a complex question with 
no easy answer. A possible answer is that the improving economy has made it 
possible for many low income people enrolled in the Medicaid program to find 
jobs that offer health insurance benefits. Another answer is that individuals may 
not realize they are still eligible for the Medicaid program even i f their income 
increases slightly. 
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Q: How is welfare reform going? 

A: First, welfare refonn has been successful in moving many families from welfare 
to work. Recent national data shows that the percentage of former welfare 
recipients who are working has tripled since 1992. An eBtimated 1.5 million 
people who were on welfare in 1997 were working in 1998, and all states met the 
first overall work participation rates required under the welfare reform law. 

Second, we have learned a fair amount about the effects of welfare reform on 
employment and earnings, and the early news is very encouraging. Caseloads are 
down dramatically. The number of welfare recipients has dropped by more than 
30 percent since August 1996, and the percentage of the U.S. population receiving 
assistance is the lowest since 1969. 

Third, there has been NO race to the bottom in state welfare spending—states are 
spending more per recipient now than they did in 1994. In 1998, all states met the 
minimum spending requirements and 13 states exceeded them. 

Fourth, a majority of states are increasing their earnings disregards. That means 
they're raising the amount of earnings that are not counted when determining a 
recipient's benefits. This will not only help pull families out of poverty, it will 
send the message to low wage earners that going to work is a better deal than 
staying home. 

This is clearly not the end of welfare reform, it is only the beginning. That's why 
the President has spoken forceful ly about the need for the business community to 
hire people coming off welfare. The 10,000 companies that have joined the 
Welfare to Work Partnership have hired 410,000 welfare recipients. The federal 
government has done its fair share too, hiring 10,000 welfare recipients. And 
that's why this Administration has challenged all Americans to help make this 
historic law work even better. 

[BACKGROUND: In 1998, 225,000 legal immigrant children, elderly and 
disabled persons who were in the country as of enactment of the welfare reform 
law had their Food Stamp eligibility restored. In raw numbers, citizen households 
receiving welfare declined by 857,000 from 1994-1997, and immigrant 
households declined by only 249,000 according to CPS estimates ] 
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Q; What other steps are being taken to get Medicaid eligibles enrolled? 

A: Many steps are being taken. The Administration is committed to improving 
awareness of both Medicaid and CHTP. For example, we recently annoimced the 
Insure Kids Now campaign, a toll-free number and media campaign to help 
families get access to both Medicaid and CHIP. Last year, we revised our 
regulations to permit states to extend Medicaid to low income two-parent working 
families even i f the principal wage earner worked more than 100 hours per month. 
We've issued a guidebook on Monday to help state welfare, Medicaid, and CHIP 
directors find and use effective options to enroll more eligible people. And we 
are also working with states to identify model outreach strategies, program 
operations, coverage expansions and Medicaid policies. Louisiana, for example, 
is replacing its 14 page Medicaid application with a 2 page application for both 
Medicaid and its CHIP program. 

The President's Fiscal Year 2000 budget outlines some additional initiatives that 
would improve Medicaid awareness and potentially enroll thousands more 
children in Medicaid as well as CHIP: 

• HHS is proposing to broaden states' ability to use a special $500 million Medicaid 
fund, enacted in the 1996 welfare reform law and aimed at outreach for children 
losing welfare, to fund outreach to other children eligible for CHIP. [This is 
expected to increase Medicaid spending by $345 million over the next five years, 
including both administrative expenses and benefits.] 

• The President's budget proposes ullowing states to extend Medicaid to low-
income children up to age 21 who were in foster care but who 'age out' of that 
system at age 18. This would help assure health care for this vulnerable 
population as they continue to prepare for adulthood, just as older children living 
in their own families can be covered under a parent's insurance policy. Each year, 
about 16,000 youths age out of foster care and 9,000 more leave the foster care 
system and run away. 

• In addition, we are proposing to remove outreach costs, from the 10 percent cap 
states have on administrative costs for the CHTP program. Instead, states could 
spend up to 3 percent of their total allotment on outreach- This initiative, which is 
scored at $875 million, would give states more flexibility in designing outreach 
Qampaigns to reach families. 
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Q . In light of the Administration's commitment to maxinuzing health insurance 
coverage for low-income working families, why does your budget not include 
a proposal to remove the sunset on the transitional Medicaid benefit, which 
will expire at the end of FV 2001 under current law? 

A: The Administration has always supported health care coverage for families 
moving from welfare to work. That is why the budget includes two proposals to 
simplify and improve transitional Medicaid~it removes certain burdensome 
reporting requirements, and it encourages States to serve more low-income 
working families. Since transitional Medicaid is authorized throughout both the 
coming fiscal year and the fiscal year after that, the program does not need to be 
reauthorized at this point and is therefore not included in budget projections 
through FY2002-2004. We will continue our efforts to ensure that people 
making the transition from welfare to work have the necessary health care 
supports to keep them successfully on the job and off of welfare. 

[BACKGROUND; The Administration has always supported health care 
coverage for families moving from welfare to work. The President's FY2000 
budget baseline for Medicaid reflects the fact that the requirement for TMA 
expires on September 30, 2001 under current law. As a general matter, the budget 
projections 2001-2004 regarding Medicaid do not reflect potential legislative 
proposals. The FY2000 budget does include a proposal to remove burdensome 
reporting requirements that have posed an obstacle to families' participation in 
transitional Medicaid. The budget also includes a provision that states that extend 
Medicaid to individuals up to 185% of poverty have the option not to do TMA. ] 

Q: Why aren't HCFA and ACF issuing guidance to states specifically about 
diversion programs in general or lump sum payment programs in 
particular? 

A: HHS has repeatedly urged states in many different ways to pay attention to their 
eligibility and enrollment processes to ensure that those eligible for Medicaid -
particularly children - are enrolled. In fact, all state Medicaid and TANF 
administrators received a letter in June of last year explaining actions states 
should take to ensure that all those eligible for Medicaid receive it - including 
making Medicaid and CHIP applications available at sites where TANF eligibility 
is evaluated, and particularly where "diversionary" assistance is provided. The 
guidebook released Monday is just the latest of our efforts to work with states to 
ensure that people moving off cash assistance programs, and working families 
who may not realize they are eligible for assistance, still get Medicaid benefits. 
The guidebook also makes clear that states TANF-Medicaid application must 
furnish a Medicaid application upon request and may not impose a waiting period. 
States must also process Medicaid applications without delay. 
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Q: You've bragged about welfare caseload declines since 1994, but recent 
reports say the declines are disproportionately in the immigrant community. 
Isn't that a terrible consequence of your policies? 

A: Not at all. Findings in the recent Urban Institute study are based on data that was 
collected prior to the implementation of welfare reform eligibility changes. The 
President has always been clear that welfare reform is about moving people who 
can work to work — not punishing children and the elderly who are here legally. 
With the President's leadership, a significant number of legal immigrants who lost 
their benefits under the welfare reform act have already had their eligibility 
restored. As the report itself states, immigrants represented only 9 percent of 
households receiving welfare in 1994 ~ most of the decline was not in the 
immigrant community. In his 2000 budget, the President has proposed to restore 
Medicaid and the Children's Health Insurance Program (CHIP) to legal immigrant 
children who have entered the country after the welfare law's enactment, and to 
restore Medicaid to pregnant women who enter the country after enactment. 

Q: How can the Federal government ask States to do more work on Medicaid 
enrollment when the Administration has a proposal In place that will reduce 
the funds available for Medicaid? 

A; With the repeal of the AFDC program and the enactment of TANF, states began 
to amend their public assistance cost allocation plans to charge activities to 
programs in the proportion to which the programs benefited from those activities, 
thereby increasing administrative costs for both Medicaid and Food Stamps. At 
the same time, these costs were already included in States' TANF block grants. 
The President's Budget proposes to reduce Medicaid administrative costs only to 
the extent that they would be increasing due to the changes in cost allocation 
plans - just as the Agriculture Research, Extension, and Education Refonn Act 
reduced Food Stamps administrative costs last year. Unlike that Act, however, 
the Administration's proposal would allow States to use TANF funds to offset 
these cuts to the Medicaid program. 

The Administration is committed to helping States to provide coverage to as 
many of the uninsured as possible. The President's Fiscal Year 2000 budget 
outlines some additional initiatives that would improve Medicaid awareness and 
potentially enroll thousands more children in Medicaid as well as CHIP. For 
example, HHS is proposing to broaden states' ability to use a special $500 million 
Medicaid fund, enacted in the 1996 welfare reform law and aimed at the costs 
incurred "by states because of the decoupling of AFDC and Medicaid, including 
outreach costs. In addition, we are proposing to remove outreach costs from the 
10 percent cap states have on administrative costs for the CHIP program. Instead, 
states could spend up to 3 percent of their total allotment on outreach. This 
initiative, which is scored at $875 million, would give states more flexibility m 
designing outreach campaigns to reach families. 
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Q: Does the Administration oppose efforts in Congress to reduce or redirect 
unused TANF funds? 

A: Yes. The Administration strongly opposes these proposals because they will 
undermine the decisions already made by the states regarding how they plan to 
use their TANF funds. We encourage states to continue to invest in all families to 
enable them to succeed at work. This means both helping hard-to-serve recipients 
overcome the barriers that prevent them from working and helping working 
families to sustain and improve their employment so that they can support 
themselves and their children. Innovative investment of the unspent ftinds is 
essential to the success of welfare refonn. 

[BACKGROUND: The proposal in the Senate Appropriations Committee's 
version of the Emergency Supplemental Bill to redirect TANF funds has now 
been dropped. The most recent data reported by the states to the Department 
show that in FY 1998, states also continued to make large investments in their 
work first welfare programs, spending or committing to spend 84 percent of their 
federal funds. Nineteen states spent 100 percent of their block grant. Although 
states can reserve funds from year to year without limitation, when FY 1997 and 
1998 funds are combined, states left only 10 percent of the federal block grant 
unspent. We expect future data to show a substantial increase in spending 
commitments because 1) states will have had the opportunity to appropriate these 
additional funds, which they did not initially plan for because they did not expect. 
such large caseload declines; 2) state policy decisions made in early 1998 will 
now be implemented, resulting in additional expenditures. We also expect states 
to leave some TANF funds unspent, leaving them in the federal treasury for a 
"rainy day" when additional funds may be needed due to population increases or a 
regional recession.] 

Q: What is HHS doing about the "public charge" issue and why? 

A; First, HHS sent out letters to the states last year reminding them that there are 
only limited circumstances when personal information on benefit receipt can be 
released and repayment sought, The Medicaid and the previous AFDC laws are 
clear about this, and DHHS is committed to following lie letter of the law. 
Additionally, the INS has informed its field offices that they may not condition a 
person's visa on repayment of past benefits. 

Second, HHS has been working closely with the INS, State Department and other 
agencies to develop guidance that will clarify the meaning of public charge and 
the effect of enrollment in benefit programs, such as Medicaid and CHIP on 
immigrants. We are hopeful that guidance will be issued shortly. 

We also note that the INS has confirmed through several letters that use of 
Medicaid and CFHP by the children of immigrants, both U.S. citizens and lawful 
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permanent residents, will not have any effect on the child's public charge status or 
that of their immigrant family members. Nonetheless, we recognize that it is still 
critical to issue official guidance to settle the matter. 

10 
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**PIease note that within the next couple of weeks George Washington University 
will release a study on welfare diversion policies. 

Q: This study suggests that state welfare diversion policies like one-time cash 
assistance, mandatory job search, and encouraging alternative sources of 
support may have negative consequences for poor families — and may 
especially be discouraging people from enrolling in Medicaid. Is this true, 
and how does the Administration feel about these efforts by the states? 

A: Our goal is to continue to do everything possible to maximize both the number of 
individuals with health insurance and the number of people moving from welfare 
to work. Under the welfare refonn bill, states have the flexibility to provide 
families with enough cash to solve an immediate problem and stay off welfare, or 
to require an up-front job search before cash assistance is provided. We believe 
these strategies can be effective. 

As for the effect of diversion strategies on Medicaid, the report itself notes that 
the "de-liTiking"of Medicaid and cash assistance creates both opportunities and 
challenges in ensuring access to Medicaid. We agree. When families learn that 
they can receive Medicaid coverage without having to receive welfare, they may 
be less likely to turn to welfare in the first place, or to return to the welfare system 
if they have unmet health care nee<ts. "De-linkage" also provides a special 
opportunity for states to promote both Medicaid and CHIP as an independent 
support for low-income working families. 

The decoupling of Medicaid and TANF also means that states need to pay careful, 
attention to their eligibility and enrollment processes. That's why we have 
worked with states to ensure that people moving off cash assistance programs, as 
well as low-income working families who may not realize they are eligible for 
assistance, get Medicaid benefits. We agree with thp authors of this yeport that 
diversion problems canjae averted if states adequately inform families q£their 
ability to apply for Medicaid separately from cash assistance: put procedures in 
placeio be sore Medicaid applications afe processed promptlŷ  and exercise new 
options under the Iqy to make more working families eligible for Medicaid. 

HHS has repeatedly urged states in many different ways to pay attention to their 
eligibility and enrollment processes to ensure that those eligible for Medicaid -
particularly children - are enrolled. In fact, all state Medicaid and TANF 
administrators received a letter in June of last year explaining actions states 
should take to ensure that all those eligible for Medicaid receive it - including 
making Medicaid and CHIP applications available at sites where TANF eligibility 
is evaluated, and where "diversionary" assistance is provided. 

The guidebook released on Monday is just the latest of our efforts to work with 
states to ensure that people moving off cash assistance programs, and working 
families who may not realize they are eligible for assistance, still get Medicaid 

l i 
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benefits. The guidebook also makes clear that states TANTF-Medicaid. application 
must faraiah a Medicaid application upon request and mav not impose a waiting 
period. States must also process Medicaid applications withoaLdelay: 

We will continue to work with states to identify model outreach strategies, 
program operations, coverage expansions and Medicaid policies designed to 
increase the number of people eligible for Medicaid who actually receive it. 

[BACKGROUND: Beginning in 19.93, President Clinton led the effort to reform 
welfare by granting waivers to 43 states allowing them to move families from 
welfare to work. In each waiver, the Administration insisted that states ensure 
continued Medicaid coverage for all eligible people at the same time they were 
promoting work. This reflected our commitment to expanding health coverage 
and our belief that health insurance is a crucial work support. Consistent with this 
conviction, the President insisted that the welfare reform law guarantee Medicaid 
coverage to all adults and children who would have been eligible prior to the law's 
passage (except for those adults who refuse to meet their work obligations).] 

12 
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Talking Points—^Medicaid/TANF 
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• As the cover letter says, our goal is to do everything possible to maximize both the 
number of people with health insurance and the number of people moving from 
welfare to work. The decoupling of Medicaid and TANF in the 1996 welfare reform 
law means that states need to pay careful attention to their eligibility and enrollment 
processes. It also provides a special opportunity for states to promote both Medicaid 
and CHIP as an independent support for low-income working families. 

• The guidebook released today is just the latest of our efforts to work with states to 
ensure that people moving off cash assistance programs, and working families who 
may not realize they are eligible for assistance, still get Medicaid benefits. The 
guidebook makes clear that states with a joint TANF-Medicaid application must 
furnish a Medicaid application upon request and may not impose a waiting period. 
States must also process Medicaid applications without delay. 

• HHS has repeatedly urged states in many different ways to pay attention to their 
eligibility and enrollment processes to ensure that those eligible for Medicaid -
particularly children - are enrolled. In fact, all state Medicaid and TANF 
administrators received a letter in June of last year explaining actions states should 
take to ensure that all those eligible for Medicaid receive it - including making 
Medicaid and CHIP applications available at sites where TANF eligibility is 
evaluated, and where "diversionary" assistance is provided. 

• We will continue to work with states to identify model outreach strategies, program 
operations, coverage expansions and Medicaid policies designed to increase the 
number of people eligible for Medicaid who actually receive it, 


