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COMMITTEE REPORT
SENATE

FURTHER:

1/29/86
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Mr. President
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The Committee on considered

urging the United States Congress to pass an amended form of H.R. 1279
(99Ch Congress), the AFDC Error Reduction and Quality Control Act, or
substantially similar legislation.

and (a majority of the committee) (the committee) reports it back with
the following recommendations:

do pass

do pass with attached amendment(s)
replace with/or adopt CS for
new title

same title and recommends

and attached a "LETTER OF INTENT" [ 1 NEW FISCAL NOTE

reports it back without recommendation

] recommends referral to Committee
EMBERS SIGNING MEMBERS HAVING
DG PASS OTHER RECOMMENDATIONS
N U it*
IS (fltec.

Chairman recommendation
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October 10, 1984

The Honorable Harold Ford

Chairman

Subcommittee on Public Assistance
and Unemployment Compensation

Committee on Wavs and Means

U.S. House of Representatives

1102 Longworth House Office Bldg.

Washington, D.C. 20515

Dear Representative Ford:

I am writing to express Alaska®s support for H.R. 6295,
which was introduced by Representative Matsui on September
24, 1984. The bill would make multiple improvements in the
present Aid tc Families with Dependent Children (AFDC)
quality control standards and procedures, and would correct
many of the features that Alaska finds objectionable 1in the
current and proposed AFDC quality control regulations.

We fully support requiring a state®s error rate to be
calculated at the lower bound of the standard interval,
disregarding technical errors 1in the error rate calcula—
tions, and reducing fiscal sanctions by the amount of
overpayment recoupments.

We do not agree with Section 403(i)(6)(B)(iii) which in—
cludes "underpayments to eligible famil:” s receiving assist—
ance” in the definition of "erroneous payments.”™ It 1is
Alaska®"s experience that the majority of underpayments are
caused by a recipient household"s failure to report changes
in 1ts circumstances, even when it is to the household"s
advantage to do so. We do not believe states should be held
financially liable for benefits that were not issued, and
thus do not represent program loss, waste, or abuse.



Representative Harold Ford -2- October 10, 198A

We also believe that special treatment should be given to
calculations of error rates for households living in iso—
lated, rural regions that arc not accessible by regularly
scheduled commercial air service, automobile, train, or
other surface transportations.

It is proposed, therefore, to add paragraph (iv) to
Section 403 (1)(2)(B) as follows:

"Civ) 0.1 percentage points for each full 20 percent
increment (up to a maximum of five such increments) by
which the majority of recipient households in adminis-
trative regions of the state are not reachable by
regularly scheduled commercial air service, automobile,
train, or other surface transportation™.

We believe that this proposal is in keeping with the consid—
eration given to high density populations as proposed in the
legislation. Our proposal 1is strengthened by the additional
fact that most recipients served in the isolated rural areas

of Alaska are Native Alaskans, with a subsistence life style
and culture.

It 1s refreshing to see proposed legislation which would
grant states some relief from the ever more punitive actions
and requirements being promulgated by federal agencies.

Sincerely,

Bill Sheffield
Governor



FY 85 FOOD STAMP FISCAL SANCTIONS

Based on the FY 85 Food Stamp expenditures of $20, 685,305 the
fiscal sanction is equal to the payment error rate in excess of

5 percent times the total expenditures.

Payment Error Rate Fiscal Sanction
6 % $ 206.853
7% 413,706
g ® 620,559
9 % 827 ,412
10 9 1,034,265

11 9 1,241,118
12 9 1,447 ,971
13 % 1,654,824
14 % 1,861 ,677
15 % 2,068,531

Based upon the State determined P.E.R. of 11.774 percent, the
FY 85 fiscal sanction will be $1,395,017.
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ITISNT EXACTLY A BED OF ROSES
FOR THE WORKERS, EITHER.

BL"ipMIJOBANDILORNAt
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nna Bums is a working mother in Georgia.
Over the past few years she has been on and
off welfare several times, What happened to
Anna Bums illustrates the enormous com-

Plexity of our welfare svstem-not only for clientgoRutiam) )
or caseworkers as well. The welfare System hagsgamce, it must act as a safety- :
ver;r] complicated for Kears; the situation was ondg well as a helping hand for those on their way out of

acerbated by the federal policy ¢
enacted in 1981,

In order to measure the effects of the cuts, the Center

for the Study of Social Policy in 198"1began a study of
what w-as happening to clierits and, in pdrticular, what
was happening.to Anna Bums. Certainly some of the
effects were unintended by those making the changes
in_ Washington. _ .
_ The study took us to ten state welfare offices to review
implementation patterns and caseload impact. It took
us into the homes of 266 working mothers in Georgia
whose welfare grants had been terminated by the
federal p0|IC¥ changes enacted in 1981. It also took us
into twenty-three county welfare offices to review the
case files of 207 families over a three-year period.

Examining these case files-often six inches thick wi.h
forms, correspondence, affidavits, and worksheets -
provided a rare opﬁortunlty- to observe firsthand the
process by which the new ‘welfare policies, as well as
already existing rules, actually were implemented. We
discovered several instances where the new law affected
a family's grant in a way we had not anticipated.
Although we w-ere familiar with the new provisions of
the federal law, we were surprised on several occasions
to learn of a particular provision’s impact when it was
apPlled to areal family. . .

hus, we decided to examine in detail one famllﬁ's
?ran,t over a three-year period. By documenting the
amily's grant changes, we could clearly show how the
new rules-no longer theoretical propositions-were
translated into dollar losses or gains for a tyﬁICéﬂ fam-
”Y' We also found it useful to document the sheer com-
plexity of the welfare system even before the 1981 policy
changes were made. We learned that the administrative
burdens on caseworkers and clients are enormous and
that the time required to make routine grant changes
Is considerable. o

This analysis of one famHX's ride through the welfare
s.stem between 1980 and 1983 looks closely at actual
program decisions from the perspective of worker-client
Interaction. The study incorporates what political scien-
tist Richard Elmore Ras called "backward mapping" by
beginning not at the tOP of the |mPIement_at|on process
(the federal level) but at the client level. Itis not enough
fo scrutinize federal rules and regulations. If we are to
reveal their true effects, we must look beyond these
words to see how the rules actually are carried out.

Documentation of how the 1981 welfare pollc_Y
changes were applied to one family is used here to il-
lustrate the consequences of policymakers' and policy
analysts’ fauure to adequately consider the operational
aspects of prospective policies. Aid to families with

anges and budget cuts

dependent children (AFDC). the main welfare program,
always has been a complex program, spanning three
layers of government-federal, state, local-and pro-
wdmg assistance for nonworking as well as Workln?-

amilies who meet its eligibility requirements. In
net"for the truly needy

poverty. L

In 1981, the Reaqan administration proposed and Con-
(t;ress enacted a set of policy changes in AFDC designed
0 pare down the welfare rolls and save money. The
Reagan administration argued that the 1981 welfare
changes would make the system more "efficient." Yet,
as the following pages demonstrate, the changes neither
simplified procedutes nor reduced Paperwor burdens.
Re?ardless of the reasons behind the chances, the ef-
fects were to further complicate the program's ad-
ministration, mak,mgz life "even more difficult for
caseworkers and clients alike. And new changes enacted
y Congress in 1984-although intended fo reinstate
some benefits previously lost-promise to add an even
greater administrative burden to the system.

Anna Burns’ story portrays
the wide gulf between
ideological debates on

“welfare reform” and their

effect on individual clients.

Here you will learn about a typical family from the
study sample of 207 Georgia families whose welfare
grants were terminated when the federal cuts were
enacted. Although real names are not used, all figures
and events were taken directly from a particularfam-
|IP/'.3 AFDC and food stamp records in a county welfare
office. The facts-what happened, when, why, and with
what effects-follow. Although this case study has im-
portant implications for welfare policy reforms, that task
Is far beyond the limited scope of this paper. Our goal
Is simply to present a clearer picture of the compleXity
of the current welfare system.

What Happened To Anna Burns

September 1980; Anna Bums is twenty-eight years old
and the mother of three children. Mamed 4t age fifteen
and divorced at twenty, she and her three daughters
now live in a two-bedroom trailer in a small town in
Georgia. Bums' eldest daughter is e.nterln?. the sixth

rade, and the younger twins are beginning fifth grade.

ums supports her famHY through a combinatjon of
waqes, occasional support from Rer ex-hushand, and
BUb ic assistance. She keeps her family's pxpenses down

y Erowmg vegetables in aParden beside the trailer and
making many of her own clothes. Nevertheless, she oc-
casionally runs out of money before the end of the
month and must borrow from her mother.
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At this time in 1980, Bums is unemplo¥ed but actively
seeking a job. She has only a tenth-gTade education
because, as she explains, shé became pregnant and had
to leave schoo] at an early aqe. Anna Bums and her three
children receive S193 mon hI%/ in AFDC, S201 in food
stamps, and health insurance through the Medicaid pro-
gram  She must check in with her caseworker at the
county welfare office even* six months, unless she
begins working a which case she must notify her
caseworker withi.i ten days.

Monthly family Income from AFDC and food stamps:
5394.00

November 1980: Bums is offered a job as a nurse's
assistant in a nursing.home not far from where she lives
She accepts the position, begins working, and, as re-
quired, reports this change to her caseworker. The
caseworker requests documentation of her earnings,
taxes, travel, and child-care costs, and the cost of the
uniform she must wear at work. Bums files three writ-
ten statements: one indicating how man¥] miles she
drives to and from work, another declaring her meal ex-
penses while at work, and a third from the neighbor
whi looks after her children declarln% how much the
neighbor receives for canng for the three girls. Bums
sends these documents to her caseworker for a redeter-
mination of her ellﬁlblhty for AFDC and food stamps.

In addition to the above information required by
AFDC, the food stamp program requires documenta-
tion of rent, telephone, and utility expenses. Altogether,
Bums must provide eight documents to her caseworker
this month. , , ,

The caseworker receives Bums' information and
calculates that Bums' monthly earnings total S546. The
caseworker then must determine whether Bums is eligi-
ble fora ?rant at her earnings level ana, if so, how much
her monthly grant will be. To determine e|l(\;IbI|Ity, the
caseworker compares Anna Burns' income o the state
"need standard.” To determine her payment amount,
the caseworker compares Burns' income with the "pay-
ment standard." Each state determines its own "need
standard," which is considered to be the minimum in-
come a family of a given size needs to meet basic month-
ly living expenses. The "need standard" and "payment
standard" should not be confused. The need standard
determines eli |b|||t¥,; the payment standard determines
the amount of benetits and in many states is well below
the need standard. The pagme_nt Standard is the grant
to a family with no countable income. In Geor?la, the
payment standard is half of the need standard, In other
words, the state says a family of four requires S432
monthly to cover minimum needs, but it provides a
family (with no income) only S216 in AFDC. A family
with some income receives the difference between the
payment standard and its countable income-unJess its
countable income is greater than the payment standard,
In which case the f_aml_lly cannot receive AFDC,

In determining eligibifity for Anna Bums' family, the
caseworker uses the following formula:
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e Work exFenses of $50 and child-care expenses of
SST (tota $137gare subtracted from Bums' gross
wr.cs: $546-5137=5409.

 The $409 then is compared to the need standard
for a family of four, which was S227 in
November 1950. Because the S409 exceeds the
need standard. Bums is no/ eligible for AFDC.

Because Bums' family is not ehﬁlble for a grant, the
caseworker, of course, does not have to calculate how
much her gTant would be. . .

The ca eworker sends Bums a notice that she will no
longer receive AFDC as of December 1, 1980, because
hernew earnings ,&Iace her above the eligibility' ceiling.
Her eligibility for Medicaid, however, will continue for
four months, as mandated by federal law.

Because Bums now is working, her caseworker must
reassess her food stamp allotment as well. Many coun-
ties have separate AFDC and food stamp units, assign-
ing a single family two caseworkers, Bums, however,
lives in a'small county that does not have separate pro-

ram staffs; and the same caseworker monitors both

FDC and food stamps for her. Applying the food
stamp program formula to Bums' new income, the
caseworker calculates that she is eligible for a reduced
allotment of food stamps: S127, compared to S201 the
Prevmus month, This new allotment is based on the
ollowing formula.

e Earned income of $546, less a 20 percent work
disregard (or $109); ,

e Less a standard earnings deduction of S75;

e Less child-care costs of $87; and

e Less a shelter deduction of $3 (S3 is the max-
imum Bums is entitled to, regardless of her ac-
tual shelter expenses, due toa $90 ceiling on
combined dependent care and shelter
deductions).

The result is then muIti%Iied by .3 and subtracted from
tlge80t)hr|ftv food plan ($209 for a four-person familv in

§200-{(S546-5 109-75-587-83).3] = 127

Thus, Bums now will receive S127 in food, stamps. The
caseworker must send Bums a second notice indicating
this change in her food stamP allotment. Unlike the
AFDC program, where the state sets its own eligibility
and payment standards within broad federal guidelines,
the food stamp program is entirely federal.

Monthly family income of gross wages and food stamps:

000000

December 1980: The federal government mandates
several changes in the food stamp program, which take
effect January 1 1981 the standard “deduction is in-
creased from’$75 to $85, the ceiling on the shelter and
dependent-care deduction is increased from S90 to S115
and the federal coupon allotment ceilings are increased
from $209 to 5233. This means that every food stamp
case must be reviewed as outlined above and a notice
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sent to each client. In Bums' case, her food stamp allot-
ment increases from 5127 in December to S162 in
January.

Monthly family Incoma of w*£e* and food stamps: $708

February 1981: Although her case record does not
reveal why, Bums must reduce her hours at work. She
immediately contacts her caseworker to report the
chang/e In hier earnings and expenses. Bums must mail
In heV pay stubs. The caseworker calculates her earn-
ings to bé $350, her work expenses to be S88, and her
child-care exh)enses to be S38. She then Eroceeds to
determine whether Bums is ellﬂlble for AFDC and, if
s0, how much her pagment will be. _

The caseworker finds that Bums is eligible for aid
because her gross income minus work and child-care
expenses (S350-$88-$3S =$2242 is less than the need
standard of $227. In order to determine the amount of
her payment, the caseworker applies a new formula:

e First, the caseworker subtracts $30 from the total
earnlngs $350-S30=$320).

= Second, the remaining income is reduced b
one-third, leaving S213. The effect 0° *his "S30
and one-third earnings disregard," mandated by
federal law, is to reduce the amount of earned
income that the welfare algency considers when
calculating the family's AFDC “gTant. The intent
is to provide welfare recipients an incentive to

work,

« Third, the caseworker subtracts $88 to account
for income taxes, uniforms, travel expenses,
meal expenses, and other customary” work ex-
penses. (If Bums could not documeént these ex-
Penses, she would be given a standard deduc-
jon of §50.) _

ee The caseworker next subtracts Bums' child-care
expenses, which total S3S monthly.

($350-S30)-[/i (S350-S30)]-S88-S38 = S87

The remaining income, $87, is considered to be Bums'
"countable income" and is subtracted from the payment
standard-$193 for afamily of four-to reach the AFDC
grant amount.

S193-S87 = SI06

Because of the,slgmflcant decrease in_her earnings,
Bums is again eligible for AFDC, effective the follow-
ing month. The caseworker sends a notice indicatin

fﬂaﬁﬁr”crﬁs will begin receiving an AFDC grant of $10

_ The caseworker also must redetermine Bums'eligibil-
ity for food stamps, due to the change in Bums' éarn-
ings, expenses, and AFDC status. Accounting for these
changes, the caseworker determines that Bums' food

stamp allotment should increase from $162 to $171 in
March.

Monthly family income of gross wages, AFDC, and food
stamps:” $627

June 1981 The state of Georﬁla Increases its AFDC
Bayme,nt standard. Consequently, all AFDC cases muat
e’reviewed and all grants increased according to the
new schedule. The caseworker calculates that Bums'
Tant should increase from S106 to $140 effective in July
his in turn requires an adjustment of Bums' food stamg
allotment. Accounting for the increase in her AFD
%a&gﬁle@urns' food stamp allotment decreases from S171

Monthly f*mlly Income: $650

August 1981 The U.S. Congress passes the Omnihus
Budget Reconciliation Act (OBRA), mandating a number
of significant AFDC and food stamp policy chanqes.
Because the changes are both numerous and complex
caseworkers in each county are summoned for specia
training sessions. These federal policy changes require
that the caseworkers review each case_asmﬂn_ed to them,
make the necessary changes, and notify” their clients of
these changes. The effective date of the policy cl ,ngges
is October™1, 1981, Because of the complexity oi the
OBRA policy changes and because some provisions con-
flict with state AFDC_laws, many states are unable to
implement all the AFDC policy” changes in October.
Georgia, however, manages to"do so.”

September 1981 Bums' caseworker reviews each of
the 85 AFDC and 200 food stamp cases assqne_d to_her
and adjusts their grants based on the new policies. Dur-
mgf this time Bums receives a pay increase, and she is
able to increase her hours at the nursing home. She
reports these changes to her caseworker by sending in
her most recent pay stubs. The caseworker calculates
that Bums' monthly earnings have increased from S350
fo $438. Mangl of the ster In_calculating Bums' grant
have changed as a result of OBRA.

e First, the caseworker now must determine
whether a family’s total income, before deduc-
tions, is within a new set of limits created by
federal law.

This new federal rule, called the "150 percent cap,” re-
quires that a family"s gToss income-before taxes, child
care, and any other deductions are taken-must be no
greater than"150 percent of the state's need standard in
order to be eligible, If a family's total income is greater
than 150 percent of the state's need standard, the fam-
ily is automatically mehcruble for AFDC-and in many
sfates, Medicaid-regardless of the family's work or liv-
|n3vexpenses. : N L

hile this new step in the eligibility determination
Process served to close approximately 500 cases in Oc-
ober 1981 in Georgia, Bums’income’is within the new

ber 1981 in Georgja, Bums'’ thin th

limits, sc she remains eligible. The limit m,GeprPla for
a famll% of four after the state raised jts e|I§IbI|I ceil-
|n? is $648, and Bums' total income is‘only $43S. So the
calculations proceed:

e The caseworker next subtracts from Bums' earn-
ings_the new standard work-expense deduction
0f"$75 and her child-care expenses of $36.
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« Finally the caseworker apPIies the £30 and one-
third earnings deduction 1o the remaining in-
come. Prior to OBRA this deduction had "been
applied. to the total earnings; now it Is apPIJed
to earnings less work expénses. The result is a
smaller grant for all working AFDC recipients
under the new policy. The caseworker calculates
Bums' countable income to he $198.

S438-S75-S3f1-Sj ~[A ($438-575-536-530)] = S198

This countable income is compared to the state "pay-
ment standard” of $216; Bums qualified for an S18 pay-
ment. Thus Bums' grant is reduced horn $140 to $18 éf-
fective October 1, and the caseworker sends out a notice
indicating the reason for the change and the new grant
amount, As aresult of the change in Bums' AFDC grant
and her increased wa%es, her caseworker must also
recalculate her food stamp benefits. Because of the
reduced AFDC grant. Bums' food stamp allotment in-
creases from $160 to $183 effective October 1. Bums
receives a second notice from her caseworker showing
the new food stamp allotment.

Monthly family Income from wages, AFDC, and food
stamps:” $639

November 1981: Caseworkers are instructed that

OBRA mandated a change in the earned income deduc-

tion in the food stamp program: it is to be reduced from
20 percent of earned income to 18 percent. The
caseworker must recalculate the food stamp budget for
each case in which the household has earned income.
The effect on Bums' food stamp allotment is small, as
in most cases; a reduction from $183 to $180 worth of
coupons.

Monthly family income. $636

January 1982: OBRA mandated that the "$30 and one-
third earnings disregard”be limited to four months in
any twelve-month™ period. Consequently, Burns'

caseworker determines that Bums will no longer be en-

titled to this earnings disregard as of February. Because
this new policy took effect in October, Bums, was en-
titled to the disregard for the four months beginning in
October. The caseworker recalculates Bums™ February
gTant as follows:

S 438 earnings _
- 15 standard deduction

S$363
- 36 child-care expenses
$ 320

Expiration of the $30 and one-third disregard increases
Bums' "countable income" from $198 to $327, well above

the_Bayment standard of $216, thereby makes her in-
|

ell]g lé for AFDC and Medicaid. S

he caseworker sends Bums a letter indicating that
her AFDC %rant will terminate effective February 1due
to the new Tederal policy limiting the $30 and one-third
earnings disregard to four months. Bums also will lose
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her Medicaid coverage as a direct result of becoming in-
ehglble for AFDC.

ecause Bums' AFDC case must be closed, her food
stamp case must be reevaluated and the AFDC benefits
removed from :;he food stamp budget. InJanuary 1982,
as the caseworker is calculating a new food stamp allot-
ment, Bums sends her caseworker her most recent
series of pay stubs indicating a small increase in her
wages. The caseworker determines that Bums' earnings
have increased from $438 to $454. This increase in earn-
ings, despite the loss of AFDC henefits, results in a
decrease in food stamp henefits from 5180 to $167.

Sl\/I6(2)|ntth family income of earning* plu» food tumps;

February 1982: Because Bums fails to document her
rent, utilifies, and child-care expenses, the caseworker
may not qjve Bums credit for having any such expense
in calculating the family’s food stamf) allotment. The end
result is a reduced food stamp allotment. As Bums'
caseworker is calculating the reduction, Bums once

The number of times Anna
Burns must see her
caseworker and have her
AFDC or Medicaid grant
opened, closed, or adjusted
will only increase under the
new 1984 law.

agam notifies her that her earnings have increased to
SH11. As a result of Bums' increased earnings and her
failure to document her household expenses, the fami-
I_y"slvlfoodh stamp allotment decreases from 5167 to S133
in March.

Monthly family income: S644

June 1982: Bums' eldest daughter gives birth. Because
the new mother is under sixteen years old, Bums ap-
;%hes for an AFDC gTant on behalf of hergranddau?hter.

he Bums family receives no support from the father
of the new baby; and the bahy's mother, who ]lust com-

leted the seventh grade, is unable to support the child.
Thus, the_child is eligible for an AFDC grant.amount-
ing to 5107, payable to Bums. Only the child is eligible
for AFDC and"Medicaid. Bums' earnings are not con-
sidered in calculating her grandchild's grant, as she is
not considered financially responsible™ for this child
under the AFDC program. ,

Durln% this same_month, Bums' earnln?s decrease
from 55I1 to $470. The caseworker recalcufates Bums'
food stamp allotment on. the basis of her new level of
earnings and the additional household member;
however, the AFDC gTant is not calculated into the



hudeet until the following month. The result is an in-
cJease in the family's food stamp allotment from $133

to $188 in July. _
Hocrthty family Irkoma: $7*5 for . family of flv«

A 1982: The food stamp allotment decreases to
SIS*accounting for the additional AFDC income of
$1(7r* Each change requires written notification from the
caseworker to Burns.

Hoothty family Incoma: $732

September 1982: Federal law mandates an increase in
the food stamP_ allotment ceilings and the telephone and
utilities deductions. Burns' caseworker must review each
of the 200 food stamp cases assigned to her and
recalculate iheir food stamp allotments using the new
dollar flﬂures mandated b¥ the federal %overnme_nt.
8utmg allotment increases from $155 to $177, effective

ctober,
“Also effec . October 1982, Georgia implements a
final OBRA policy change in the AFDC program. Were
Bun* sstill ehﬂlble for an’AFDC grant for herself and her
d-v-ghters, she would now be required to report her
wages and income each and every month. Failure to
comply with this new requirement results in the ter-
mination of benefits. .

The monthly reporting requirement consumes. an
enormous amount of time for caseworkers. The client
must fill out and mail in a form reporting ail earnlngfs.
The form must be ﬁostm_ar_ked between the first and fitth
da¥s of the montn. If it is mailed before the first day
of the month, it cannot be accepted and the caseworker
must mail it back to the client and have her resubmit
it. If it is not received by the sixth day of the month
the caseworker must mail the client a reminder to send
itin. If it is not received by the fifteenth of the month,
benefits are terminated. [n the relatively small office
where Anna Bums' case is staffed, one ‘social worker
spends two weeks every month doing nothing but mak-
ing sure all the monthly reports are received-according
to the requirement of the law. Each caseworker then
must review the forms on her caseload and make any
necessary adjustments.

Monthly family income: S754

December 1982: Bums' pay stubs indicate yet another -

small change in her level of eamu gs, requiring her
caseworkerto recalculate her family's food stamp allot-
ment and send Bums the appropriate notification. The
earnings_change is an increase of $17 monthly, from $470
to S487. The corresponding change in the family's food

stamp allotment is'a 54 decrease, from $177 to"$173 in
January 1983,

Monthly family income; $767

March 1983: Bums sends her caseworker copies of her
rent and utility bills which are considerably higher than
in previous months, together with pay stubs indicating

a small decrease in earnings. The family now lives on
Bums' before-tax earnings of $474, the granddaughter's
AFDC gTant of 5107, food stamps amounting to 5192,
and a very occasional $15 child-support payment from
Bums' ex-husband.

Monthly family Incoma: S773

The Burns Family Monthly Budget

Ir>com« Exp*rtM*
S4S* earnings (alter taxes) 16S child care
107 AFDC 5S rent
192 food stamps 106 utilities
5753 30 telephone
SOgas for car*
SO clothing*

292 food*
SO car mamtenance'repairs*
3S insurance
20 med'Calbids and
nonprescription medicines*

S7S3

‘ These amounts represent approximations

As of June 1983, Bums pays $65 for child care. $55 for
rent on a two-bedroom trailer, and $106 in utilities plus
$301in telephone bills. Bums estimates that, on average,
she pays $50 per month for gas for her car (there isno
public “transportation in her town), another 550 for
clothing for her own growing children and grandchild,
$100 for food above her foodstamp allotment, and a lit-
tle under 550 for car majntgnance and reﬁalrs. Bums also
pays 535 each month in life, car, and home insurance
combined, and an average of 520 monthly for uncovered
doctors' bills and nonprescription medicines. The Bums
family income is barely sufficient to meet the family's
basic living expenses, despite the very low rent of S55
monthly. This budget, made up of basic necessities, does
not enable Bums o save, nor does it allow recreational
activities. Because of her tight budget, Bums was forced
to borrow 5400 from her bank last winter when her car
?gedebd su)bstantla] repairs. The loan still is outstanding.

ee hox.

Update: 1934

"ince June 1983, new laws were enacted by Con-

%ress that will require additional Adjustments to

nna Bums' welfare gTant as well as those of

_other families across the nation. Included in the

Omnibus Deficit Reduction Act of 1984, the new AFDC

rules took effect October 1,1984. These latest changes,

while positive attempts to reinstate benefits for some

working mothers and ease the transition from welfare

to work for others, promise to produce additional ad-

ministrative headaches for Anna Bums and her
caseworker. Consider the following examples:

= The eligibility ceiling is changed from 150 per-
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" CB* t0.tS5 percent of the rtifr need standard.

| ® yyfli require a ww *et of computations tor
afl néw appticxnU and recomputations for many
WOrKIng recipients previously terminated.

e \Whereaj OBRA counted an eamed-income fax;
credit (EJTC] as income when determining
AFDC benefits whether ihe recipient recelved

' the tax credit or not, the new law counts the
E3TC as_income onIY when it actuall¥ IS re-
ceived. This will entail another set of new
calculations for all working recipients such as

%nna Burps. :

e The new law allows all working mothers to
deduct S75 as a standard work expense,
whereas Brevmus law allowed S75 only for full-
time workers and $50 foré),art-tlme workers.
Benefits will have to be adjusted for all part-
time worﬁers. ,

e Tne new law provides for a twelve-manth con-
tinuation of the $30 disregard; under OBRA, the
disregard expired after four months. This
change requires three separate calculations for
families such as An: a Bums" (1) using the S30
P'”S one-third disregard for months ofe
hrough four; (2) using only the $30 disregard
for months five throuqh twelve; and (3) using
no disregard after twelve months.

Congress also in 1984 took steps to ease the transition
from welfare to work for some ot the families terminated
under the 19S1 rules. Under the work-tiansition
allowance, some families who lost their AFDC grants
from 1981 to 1953 because of the expiration of the $30
and one-third disregard now ma%/.become eligible for
Medicaid. While the Intentions behind this new rule are
worthy, several administrative difficulties are likely to
'occur’in carrying it out.

= The only families eligible for this benefit are
ones who were terminated due to the expiration
of the $30 and one-third dls,re%ard, Caseworkers
therefore had to find the clients' files from as
,earlr as January 1982 and determine that the

ily would have been eligible if the dlsregiard
- ere ‘applied. In many counties, it is difficult to
locate records from two years back, let alone ex-
Pect the records to be detailed enough to yield v
he necessary information. .

e The caseworker also had to determine that the
family was "continuously eligible for AFDC if
the $30 and one-third disregard were applied."
This would require earnings and expense infor-
mation and documentation for every month
emoe termination. This might be as"many as

thirty-two months for some families. For each

month, caseworkers must perform eligibility

%an aras and disregards in effect at the time.
IS WiH erther he administratively unmanage-

RO R e ™
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* Onlv families who reapply within six months
from October 1, 1984. will b? considered. That
puts an information burden on the caseworker
who must try to inform potential reapplicants of
the new law. Obviously, many families will not,
hear about it and thus will not be able to benefit
from the Medicaid coverage.

The idea of providing Medicaid coverage for families
who leave AFDC is a good one; it eliminates a work
disincentive and adds to the financial security of many
single-parent fam/iies. But the actual impleméntation of
the reconciliation provisions is likely to be far more dif-
ficult than the wirds suggest. The number of times
Anna Bums must see hér caseworker and have her
AFDC or Medicaid grant opened, dosed, or adjusted
will only increase under the new 1984 law. .

Another new provision, which ﬁ.romlses. to raise
benefits slightly for some familes while creating more
work for staff, allows S50 of each monthly child-Support
payment to be disregarded in d«.*rmining the AFDC
grant. CurrentIY, if a'mother receives S80 in child sug-
gort each month, her AFDC ?rant is reduced by $30

ecause $50 out of the 580 would be disregarded. Thus,
the new change offers the mother a slightly higher qrar.t,
but the caseworker now has to maké another calcula-
tion in order to disregard the $50. ,

In other ways, the new law reduces benefits to AFDC
families. For example, the new law reduces gTants to
families such as Anna Bums' when a grandchild is in-
cluded in the grant. In June 1982, Bums' newly-born
granddaughter was considered_a separate "filing unit"
and received a full grant of $107. Under the new rules,
grandchildren no longer are considered separate units;
rather_they are an additional person in a single-filing
unit. The Bums' family would not have received any
AFDC if the new rule’had been in effect when Anna
Bums' granddaughter was bom.

he three-year history of the Bums family's par-
ticipation in the AFDC and food stamp pro-
grams documents the administrative complex-
ity of these Brograms. In attempting to make
the level of benefits reflect the family's ever-chang
circumstances, the programs require éxtensive and ¢
_tinual documentation of income, expenses, and fan
composition by the client. This in turn requires dose and
continual monitoring by the caseworker, together with
the considerable amount of paperwork required to ad-

just grants month by month as the family's circum-

stances change.

In the thirty-two months from September 1980 to June
193, Anna Bums' AFDC eligibility and gran_t amount
had to be recalculated fourteen times. Medicaid eligibil-
ity changed four times. (See Table 1) _

Each application for AFDC or change in earnings re-
quires that a great deal of time, er]er(t;_v, and mongy be
expended. The initial AFDC application form conSists
of nearly ten pages of detailed questions. Bums must
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eo to the welfare office at the time of the application,
bixty days later for a review, and every six months
thereaftér for review as long as she remains on welfare.
To make those visits, she must take time off from work,
thereby reducing her earnings and risking the
displeasure of her'superiors. In between these periods,
she may report her earnings and expenses by mail.
Fromthe caseworker's point of view, every ¢ anﬂe in
earnings re(%uwes forty-five minutes to an hour to fill out
the proper form. This form is submitted to a computer
operator who spends fifteen to twenty minutes enter-
m? the information, which is sent to the state office and
refurned two days later in printed form. The caseworker
then must SE_end another fifteen to twenty minutes
double-checking the form for mistakes. Burns'
caseworker had another eighty-four clients requiring the
same calculations. o
_Anna Bums family is only one family in one county
in one state, There are 3.8 million other families receiv-
ing AFDC throughout the country', 500,000 of whom are
working families like Anna Bums' whose grants are con-
tinually being adjusted. The difficulties faced by Anna
Bums and her caseworker are tYplcaI of manv more
families who find that their benefits constantly fluctuate

in response to unexplained and often little-understood
policy changes. _

The 1981 changes complicated an alreadv complex
sKstem. Instead of helping to simplify administration
the changes only meant more benefit changes and
paperwork for caseworkers and clients. Because of the
new "reforms" enacted in 1981, Anna Bums saw her
family's AFDC grant decline in October 1981 and then
vanish completely in February 1982. These changes in
turn required recalculation of her food stamp grants for
those months. S

Not onlv did the 1981 chan%es add administrative com-
plexity to the system, but the federal government im-
posed penalties on states whose error rates exceeded
aspecitied level. Given the number of calculations that
are typlca_IIK performed, it is amazing that error rates
are not higher than they are. But it is'a perverse twist
for the ;ederal government to simultaneously complicate
the eligibility and benefit calculation process and impose
ts)anc%l,(t)ns on states that make rructakes in calculat>-0

enefits.

“What does Anna Bums tell us about the implementa-
tion ofthe 19810hang>es inparticularand, more generally,
about welfare policy? Most important, her story portrays

Table 1. Burns’ Family Income; September 1980-April 1983

FMAM]

total
INCOME

EARNINGS

FOOD
STAMPS

AFDC

JASONDI FMA
&

DOLLARS Monthly Income by Source
SONDJ FMAMIJ JASON DJ
Sr* -
B bs
MONTHS
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the wide gulf that exists between ideo_log_ical dr' mmeson
"welfare reform™ and their effect on individual clients.
Or. aconceptual level, it is difficult to oppose objectives
of "_tarlgetmg," "efficiency,” and "accountability." The
difficulty arises in translatm% those objectives into sen-
sible and sensitive actions that can meet agTeed-upon
objectives without unintended negative consequences.
It is this leap from concept to practice that rarely is given
adequate forethought and that was |gnored when the
AFDC changes were legislated in 1981,

Anna Bums' stor su%gests that we need to balance
the costs and henefits of Increased tar?etmﬁ. We need
to think in terms of dollar costs as well' as the more in-
tangible costs of time, energy, and worry. When Anna
Bums had achange in earnings-which’is frequent for
women who are paid by the hour as most working
welfare mothers in GeorQia are-she often had to take

These latest changes, while
positive attempts to reinstate
benefits for some working
mothers and ease the
transition from welfare to
work for others, promise to
produce additional
administrative headaches for
Anna Burns and her
caseworker.

time off from herdob to keep an appointment at the
welfare office. And she never knew when her AFDC
9rant, and the: efore her Medicaid, micht be cut off. The
Ime burdens for the caseworker, who had 85 AFDC
cases and 200 food stamp cases to monitor, are
considerable. . .
Documentation of the changes in one family's grant
suggests that we may be spending too much fime and
money keeping benefits in step with marginal changes
in recipients' financial circumstances. As'can easily”be

seen from Anna Bums' case, the "normal” level of com-

plexity in the welfare system is staggering. Requiring
documentation of Anna’Bums’income is perfectly sen-
sible. But requmn% her to report her income everK
month-as done in the 1951 federal changes which too
effect in September 1982-simply is unnecessary. In
Georgia, it now costs S3L in administrative costs to Ero-
cess and deliver an avera%e,monthly AFDC check of
S176, according to data published by the House Com-
mittee on W'ays and Means. And this does not count
the administrative costs of recalculating and delivering
food stamps. _ _
Government policy should be concerned with
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targeting benefits on the basis of need. We do not want
to squander limited resources on those who do not need
assistance. Atsome point, however, the administrative
costs of recalculating benefits outwelgh the utility of do-
ing S0, There isan obvious trade-off between maximum
targeting of benefits and creating a program that is so
unmanageable that it is organizationally ineffective as
well as insensitive to individual circumstances. The ex-
ample of Anna Bums sug?ests that this is a far more
serious problem than most reformers have realized.

Regardless of the intent of the 1981 changes, one ef-
fect is clear: the policy changes reduced benefits to the
poor while vastly increasing the complexity of the
system and doing nothing to ease administrative
burdens. If anything, the blame for this failure must go
to the policymakers who enacted the changes without
an adequaté understanding of how they would be im-
Plemen ed and to policy analysts who similarly failed
0 demonstrate an understanding of how the many
technical changes would be applied to individudl
families. Because neither policymakers nor policy
analysts attended to the detailed dperational aspects of
the new changes, neither was able to detect anead of
time the inequitable effects of the changes. In hindsight,
we now can, see that the 1981 policy chanqes both re-
duced benefits and further complicated an already com-
Blex system. Ifadministrative issues had been a priority
efore ‘any chan([;es were implemented, we may have
Aeen able to befter predict tne effects of the new law.

Itis no wonder past attempts at welfare reform have
failed, When we see how terribly complex it is to deliver
AFDC and food stamps to Anna Bums and know that
this is mirrored in thousands of counties across fifty
stafes, we readily can understand the difficulty
policymakers face when they set out to "reform" the
welfare system. If such changes in policy are to make
the sy'stem more effective and efficient, ‘they must be
grounded in a detailed understanding of how the
system "works" for clients and for caseworkers. The
question that must be addressed is: How can Iar?e-scale
organizations like federal, state, and county welfare of-
fices make changes in an intergovernmerital program
like AFDC? , o _

The answer to this question is not simple. But an
understanding of Anna Bums' situation and others like
hers must be incorporated into the policy-making pro-
cess as baseline knowledge. Only then can incremental
or structural changes make the” welfare system more
responsive instead of more complex. And only then can
we expect to strike a proper balance between the
demands. placed on a large bureaucracy for ad-
ministrative efficiency and the most personal of goals:
meeting the basic income-support needs of low-income
families, PW

Tom Joe is director, Center for the Study of Welfare Policy,
Washington, D.C.

Lomn Potter is a research associate. Center for the Study of
Welfare Policy, Washington, D.C.



FY 85 AFDC FISCAL SANCTIONS

Based upon FY 85 AFDC expenditures of $43,090 ,678 , the fiscal
sanction is equal to one half of the payment error rate in excess

of three percent times the total expenditures.

Payment Error Rate Fiscal Sanction
4 9 $ 215,453
5 9 430,907
6 3 646,360
7 % 861,814
8 & 1,077,267
9 0 1,299,720

10 ® 1,508,174
11 & 1,723,627
12 % 1,939,080
13 & 2,154,535
r4 G 2,369,987
15§ 2,585,441

Based upon the state determined P.E.R. of 9.973 percent, the
fiscal sanction for Fy 85 will be $1,502,356.



Alaska State Legislature

Official Business Pouch V
State Capitol
Juneau, Alaska 99811

MEMORANDUM
DATE: January 28, 1986
TO: Senator Bettye Fahrenkamp, Chairperson
Senate HESS Committee
FROM: Rep. Max Gruenberg, Jr., Co-Chair
House HESS Committee £

SUBJECT: CS HJR 59
Urging the United! States Congress to pass an amended
form of H. R. 1279 (99th Congress), the AFDC Error
Reduction and Quality Control Act, or substantially
similar legislation.

This Resolution is substantially the same as the one
introduced at the Western Legislative Conference.

In CS HJR 59, the Committee deleted the first two subsections
under "further resolved™ at the request of John Tabor,
Director, Division of Public Assistance, and adopted a
different error rate for the food stamp program.

I would greatly appreciate an early scheduling of this
resolution in your committee.

Thank you very much.
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January 21, 19S5
Dear Colleague:

Soon I will be introducing legislation to reform the quality
control system used in the Aic to Families with Dependent
Children (AFDC) program. I invite you to become an original
cosponsor of this measure.

Over the years, the federal government has devised quality
control guidelines to ensure that states reduce AFDC program
errors and pay the right amount of benefits to eligible
recipients. Our efforts have paid off. From FY 1973 through the
first half of FY 1982, nationally states have nearly halved the
average error rate from 16.5% to 7.3%. Also, many states have
error rates well below the national average.

Notwithstanding the tremendous progress that has been made
to reduce errors, many states are threatened by sireable fiscal
penalties for exceeding federally set error tolerance levels. [
am concerned that the magnitude of these penalties, over $1.3
billion for fiscal years 1981 through 1989, may jeopardize the
steady performance of error reduction that states have turned 1in
over the past decade. In many cases, states which have lower
than average error rates will be Penalized. Moreover, states may
be forced to absorb such cutbacks rough reducing administrative
costs resulting in even higher rates of error or passing it on to
AFDC recipients through reduced or restricted benefits.

As 1 have stated above, the purpose of the quality control
program is to help states improve AFDC administration and reduce
AFDC errors. Its purpose 1is not, or should not be, to force
states to cut AFDC benefits or develop more restrictive
eligibility requirements. Its purpose is not to shift AFDC costs
from the federal to state budgets. Its purpose is certainly not
to force states to cutback on AFDC administrative staff or
otherwise reduce administrative resources which will undoubtedly
result in an increase in AFDC errors in the future. This 1is
counterproductive and the revere? of what the quality control
system seeks to achieve.

Without question, states must ihere to some form of quality
control standards. To be effective, suc.i a system must be *
timely, applied fairly and be cost-effective. Our present system
does not accomplish these goals.



For example, under the current system, states do net receive
information on errors they commit in time to be of great use to
them 1in making corrections or recoveries. States have only
received information from EES relating to their FY 1981 error
rate.

The current system also appears to overstate the actual AFDC
error rate. Questionable statistical procedures are used to
develop the error rates, and states are penalized for client
errors over which they have limited control or for paperwork
errors which do not involve misspent AFDC funds.

In addition, the present system fails to take into account
economic conditions, as well as significant geographic and
program differences among the states. These factors often
contribute to errors in ways largely beyond the control of
states. An unpublished HES stud".” shows that such outside factors
as greater population density, higher crime rates, size of the.
local population and site of the welfare agencies®™ caseloads
contribute significantly to higher error rates. Despite these
findings, EES makes no effort to consider these factors when
determining a state®"s error liability.

In other words, the current quality control system will take
federal AFDC funds away from states because of an increase in
errors largely caused by conditions beyond the control of the
states. Furthermore, this reduction in federal funds will come
at a time of rising poverty and just when many or these states
are beginning to recover from the recession.

My legislation attempts to address these problem areas while
retaining the quality control system and mandating a basic error
tolerance of 4 percent. The attached fact sheet further
describes the provisions of the proposal. Should you desire to
cosponsor this measure or seek further information, please
contact Elizabeth Vandivier or Cynthia Rettmann of my staff at
X5-7163.

Very truly yours,

RO3ERT T. MATSUI, M.C.



98th CONGRESS T T
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To amend part A of tide IV of thr Sock] Security Act to improve quality control
llaniards and procedures under the AFDC program, and to provide for
studies to assist in the further improvement of such standards and proce-
dures.

M THE HOUSE OF REPRESENTATIVES

September 24, 1984

Mr. M atbui introduced the following bill; which was referred to the Committee
on Ways and Means

A BILL

To amend part A of title IV of the Social Security Act to
improve quality control standards and procedures under the
AFDC program, and to provide for studies to assist in the

further improvement of such standards and procedures.

1 Be it enacted by the Senate and House of Representa-

2 lives of the United Stales of America in Congress assembled,
3 IMPROVEMENTS IN AFDC QUALITY CONTEOL STANDARDS
4 AND PROCEDURES

5 Section 1. (a) Section 403(i) of the Social Security Act

6 is amended to read as follows:
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“CXI) In order to establish and maintain improrad qual-

ity control stsndirds and procedural in the operation and ad-
ministration of Slate plant approved under thi« part—

“(A) each Slate shall collect and lubmit to the
Secretary, in accordance with a timetable which shall
be eitahliihed by the Secretary in regulation!, a itati*-
dcahy reliable tampl' of the eatei under its plan *p-
proved under thii part during each fiscal year or (at
the option of the Stale) during each of the two 6-
month periodi in luch year, for purpoiei of quality
control review under this aubsection;

« "(B) the Secretary shall review and analyte the
sample so submitted and shall notify the State of its
eITOr rate for the perird involved within 6 months after
the close of the fiscal year or within 6 months after the
date on which the sample is submitted, whichever is
later, and

"(C) the Slate shall develop and submit to the
Secretary a corrective action plan for eliminating or re-
during all errors identified as a result of the Secre-
lary's review and analysis under subparagraph (B)
(whether or not such errors are jnbject to inclusion for
pmposes of sanctions under this subsection) and, after
such plan has been reviewed and approved by the Sec-

retary, shall implement the corrective actions provided
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far in such plan in accordance with a tir.setable erub-
me- fished by the Secretary in regulation:; and the Beene-
tary shall continuously monitor the Stale’s corrective
action process under such plan.
The sample collected and submitted under subparagraph (A)
by a State which has elected to collect an annual sample
rather than two 6-month samples for any fiscal year shall in
no case include a smaller number of cases than the number
that the Secretary determines would bo required for a staiii-
ticaBy reliable sample if the State had elected instead to col-
led and submit two 6-monlh samples for that fiscal year.
"(2)IA) Notwithstanding subsection (iX 1) (but subject to
subparagrsph (Q and paragraph (3)), if a State's error rale
for any fiscal year (is defined in paragraph (6)) exceeds the
error rate tolerance level determined for the State (for that
year) under subparagraph (B), then the Secretary shall make
no payment for such fiscal year with respect to the State's
erroneous payments (u so defined) to the extent that the
inclusion of such payments in determining the Stale’s error
rate caused such rate to exceed the tolerance level to deter-
mined.
"(B) A State's error rate tolerance level for any fiacal
year shall be 4 percent, increased by—
"Q 0.5 percentage points if the plan of ruch State

approved under this part provides (throughout such

‘n exm
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fiscal year) for the payment of aid with reaped to d&
mpendent children of unemployed parent! ai provided in
lection 407,
"(iiy 0.1 percentage point* for each full 20-percent
-increment (up to a maximum of 5 ruch increment*) by
which (D the ratio of the number of tamllie* with
earned income who are receiving aid under ruch
State’* approved plan to the total number of (amiliei
receiving ruch aid exceed* (ED the average ratio, per
-State, of the number of families with eaned income
who are receiving aid under all of the State plans tp-
proved under thi* part to the total number of Camllie*
receiving ruch aid, and
"Gii) 0.1 .percentage point* for each full 20-per-
cent increment (up to a maximum of 5 ruch incre-
menu) by which d) the population per square mDe of
land area in ruch State exceed* (llI) the average popu-
latiou per square mile of land area, per Sute, in all of
the Sute* having plant approved under thi* part.

*(C) In determining the error rale in any Stale for pur-

1 poses of thi* paragraph—

o A WO N

“(1) ruch rati! shall be fixed at the lower bound of
the itanderd interval for error* within which the
Sute™ true error rate falls (as determined without

regard to this clnuse on the basis of the sample or
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sample* collected and submitted by the State under

. » paragraph (1)); and —€. o «l)e* £
*(D errors which are technical in nature or hare

bo fiscal impact, ruch a* ominion* (from the Slate's

- file*) of social security account numbers, satigumenU of

support right*, declaration* of cooperation in obtaining

support, and WES' or other work program regiitra-
tioni, shall bo disregarded.

“(D) The total amount of the unction* that would oth-
erwise be imposed upon a Slate under subparagraph (A) on
account of an error rate in excess of the applicable error rale
tolerance level for any fiscal year ihid be reduced by the
Federal share of any overpaymenu collected by such State
(on account of erroneous paymenu) during that fiscal year.

"(3XAl The Secretary, in accordance with this para-
graph, may waive all or any part of any sanction that would
otherwise be imposed upon a State under paragraph (2XA) if
such State i* unable to reach the applicable error rale tolcr-
ance level for the fiscal year involved despite a good faith
effort by such Slate.

“@®) Any Stale may request a waiver of all or part of
any sanction that would otherwise be imposed for any fiscal
year under paragraph (2XA), baring such request upon a
showing that it made (and is continuing to make) a good faith

eflort to reduce or eliminate the erroneous payments involved

e cm M
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but vu uruble to reach the applicable error rale tolerance
level for rucb fiscal year deipite that effort The Secretary
thill consider tod review ruch request, tod either approve it
or disapprove it in whole or in part, in accordance with i
timetable which thill be rpecified in regulations. If the Secre-
tary disapproves the request, the Stite miy appetl the See-
retary’i decision to the Grint Appeili Board in the Depart-
ment of Eeilth and Human Servicer for such further action
as may be provided for by law or regulation! (including judi-
rial review of the Secretary*! decision or the Board’s deter-
ruination, without regard to any other changes in ruch regu-
lationi which may hereafter become effective).

"(C) In coniidering and reviewing any request for a
waiver submitted by a State under this paragraph, the Sccre-
tary thill tale into account—

"Q factors beyond the State’a control (including
disasters, rtrilei by State or other staff personnel en-
gaged in determining eligibility or prr>ceiring cues,
sudden workload changes resulting from changes in
Federal or State laws or regulations or from rapid
cs .oid growth, and Slate actions resulting from m-
correct policy interpretations by Federal offiriali);

"(ii) factors relating to agency commitment, in-
eluding demonstrated commitment by upper level State

officials to the error reduction program under this sub-
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* section, the sufficiency and quality of operational syv

3, ,j . tems designed to reduce errors, the use of effective
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B k systems and procedures for the statistical and program
manalysis of quality control and related data, and effee-
« - the management and execution of the corrective action
. process; and L. R \
"02) such other factors aa the Secretary may de-
temrine to be appropriate, as specified in regulations or
as detailed by the Stale in its waiver request.
The Secretary's regulations shall specify the factors to be
considered and the criteria to be used in assessing waiver
requests under this paragraph, and shall indicate the relative
weight or importance of each of such factors and criteria in
order to assist States in determining the spproprisicness of
proposed requests.

"(D) Notwithstanding the preceding provisions of this
paragraph, the Secretary shall in any case gTant a waiver
requested by d State under subparagraph (B) for any fiscal
year if the Stale's corrective action plan submitted under
paragraph (1XC), or a aeparate plan for the reduction of
errors submitted by tlij State along with its waiver request,
provides in detail for the expenditure of additional State and
local funds for the reduction of errors in such fiscal year in a
total amount (over and above the amount of Stale and local

funds that would otherwise be expended in such fiscal year

N MS at
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for tin administration of tb« Stale plan approved under this
put) equal to ot exceeding one-half of the net amount of the
sanctions that would otherwue be imposed upon the 6tile
under parigrapb (2XA) for xuch fiscal year. Expenditure* of
additional Sute end locil fund* for the reduction of error* as
provided for in the corrective action plan or separate plan
deicribed in the preceding *entcnce shiB be coruddered (for
purpose* of lubiection (a)) to he expenditure* for the proper
and efficient administration of the Sute piin approved under
this part.

"(4) If * Slate’ error rate for any fiscal year i* leu than
4 percent, the Secretary shall pay to the Sute as an incen-
tive payment an amount equal to one-half of the net amount
by which Federal payment* to the Sute under subsection
(*X1) for tuch fiscal year are reduced because ruch error rate
i* below 4 percent.

"(6XA) Each Stale ageDcy administering a plan ap-
proved under this pm shall, at ruch time* and in such form
a* the Secretary may specify, provide information on the
n of ermroneous paymcnU made in connection with iu ad-
ministration ! 1*ucb plan, together with any other daU which
the Secretary may request that are reasonably necessary fcr
the Secretary to cany out the proviiioni of this subsection.

"(B) If a Sute fails to cooperate with the Secretary in

providing information necessary to carry out this subsection,
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f
the Secretary, directly or through rich contractual or other

arrangements a* the Secretary may find a%propriate,
«

. ertabliih the error rater for that Slate on the htn'i of the best

data reasonably available and in accordance with tuch tech-
nique* for sampling and estimating as the Secretary may find
appropriates. . t
“(Q In any ease in which it it necessary for the Secro-
tary to exercise the authority under subparagraph (B) to de-
termine a Slate's error rate for a fiscal year, the imount that
would otherwise be payable to such Sute under this pm for
quarter* in such year ahall be reduced by the com incurred
by the Secretary in maiing (directly or indirectly) such deter-
minition.
"(6) For purpoie* of this subsection—
"(A) the term ‘errorrate’, with respect to any
Sute for any fiscal year, means the ratio of r ;ch
Slate’s erroneous payments for such year (a* defined in
m  subpingTiph (B)) to iu total paymenu under the Stale
plan approved under this pm for such year, deter-
mined subject to the adjustmenU provided for in para-
graph (2X0; and
"(B) the term’erroneouspiymeDts' means

Q paymenu to ineligible families receiving

assistance,

*HR cm CR
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16
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"GO overpayments to eH'Tble tim3iex reoeiv-

irg uw Uiim , led

' "GiO underpayments to eligible families re-
eeiving assistance. ' i

"(7) This rubiection shall not apply with respect to
Puerto Rico, Guam, or the Virgin Islands.".

fo) The amendment mide by subsection (a) shall be
fective only with reipect to quarters in the fiscal year 1983
end rjbsequenl fiscal years; except that ruch amendment
may also be effective in the case of any State, *i the election
of the Slate made in ruch manner and witliin ruch time at
the Secretary of Health and Human Services xhall by regula-
tion prescribe, with respect to quarters in the fiscal year

1982 or with respect to quarters in the fiscal yean 1981 and

1982.

8TUDY OP CLIENT EBBOB.S AND BROADPE FERPORUANCE
iICEABUREB
Sec. 2. The Secretary of Health and Human Services
ihaD rtudy and analyse in detail—

(1) the nature of client enon under the AFDC
program and the degree to which ruch errors eouid be
controlled by Stales, including the development of
standards by which to judge whether particular client
enon could have beer, so controlled and an assessment
of the cost effectiveness of this type of €ITOI' reduction,

and
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@ measure* of a State's performance under the
AFDC program which are broader than the current
'quality control system based on payment accuracy
alone, and which mightmore accurately reflect the full
range of responsibilitiesthat States have in adminixter-

rag such program;
and the Secretary shall submit to the Congress within one
year after the date of the enactment of this Act a full report
of the results of ruch rtudy and analysis together with the

Secretary's suggestions and recommendations with reipect

thereto.
CONTINUATION OP CERTAIN REGULATIONS

Sec. S. The regulations proposed by the Secretary of
Health and Human Services and published in the Federal
Register on April 23, 1984, removing section 416.2086 of
title 20 of the Code of Federal Regulations (relating to Fed-
eral liability when error rate in payment of federally adminia-
tered State, supplementation exceeds national standard), sé<i
be of do force or effect; and no regulations hereafter proposed
shall have the effect of removing or iin itin s the application of

jch section except to the extent specifically authorised by

legislation hereafter enacted.

0



BILL SHEFFIELD. GOVERNOR

OFFICE OF THE COMMISSIONER

February 25, 1935

The Honorable flax Gruenberg

Alaska State Legislature

Pouch V

Juneau, AK 99S11

Dear Representative Gruenberg:

I know Bob Clem, Supervisor of our Quality Control Office, sent you some
materials on U.S. Representative Matsui®s bill to reform the AFDC
quality control system. We just received the enclosed summary of the
Matsui plan. 1 believe you"ll find the summary helpful.

IT we can answer any further questions on this subject, please call.

Sincerely

Connie J. Sipe"
Deputy Commissioner
for Social Services
Enclosure

cc:  Rob Clem

0G-F38LH
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-K ™ HALL OF THE. STATES -« «1J‘1 Nortn Capitol Sneet « WAjhneton. D.C 2COOI « (202) 62-1-S300

February 7, 1985

SUBJECT: The Quality Control S[gstem and F | al Sanctions for the
Aid to Families With Dependent Children Program (AFDC)

In an Action Letter dated November 26, 1984 concernmg the same subject, we told
you that Representative Robert Matsur of the House Ways and Means Committee will re-
Introduce his bill in the 99th Congress addressmg many of the roblems in the current
AFDC quality control system. While he has not et |ntro uced it, he has sent a letter to
his House cdlleagues odtlining the deta|s of hiS bfll and requesting cosponsors, That
letter 1s attached for your information, When t e bil] is mtrodu ed within the next
several weeks, we will distribute the details to you immediately.

. If you have any que stions concerning the letter, please call B rry V Lare, Staff
Director f?r the Committ ee on Human Resources at FZ U2) 624-5342 or Roy Simon on
Barry's staff at (2U2) 624-781

V = . o=
UE Office or the jty.
'<%- Commissioner
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h EMGEANDUM

TO: Members, Senate Committee onHealth, Education and Social
Services

FROM: Committee Staff

RE: Committee Meeting, February 6, 1966

DATE: February 4, 1986

On Thursday, February 6, 1986, frcm 1:30-3: 30 pm in the Beit P om,
the Senate Committer- cn Health, Education, and Social Service vill
hear the foilcwinc bills:

CS HJR 59, Urging the United States Congress to pass an amended
form of H.R. 1279 (99th Congress), the AFDC Error Reduction and
Quality Control Act, or substantially similar legislation.

The federal government has devised quality control .guidelines to
ensure that states reduce AFDC program errors and pay the right
amount of benefits to eligible recipients. These efforts have
resulted in a reduction in the national error rate from 16.5% in FY
73 to 7.3% 1in FY 82.

The current syster assesses penalties to states for exceeding
federally determined error tolerance levels. [The state of Alaska
faces a potential fiscal sanction of over £12 million for errors
largely caused by conditions beyond its control such as paperwork
and client errorin Absorbing this cutback through reducing
administrative costs could result in even higher rates of error cr
reduced benefits to recipients.

KJR_59 urce.s_s.upport for legislation pendi 3 ;i Congress that would
address problems within the present quality \ntrol_system ror the
FoocTjFtamp, Medicaid and AFDC programs. Sc~hc., Teafly, KJR 515
recommends adoption of provisTons that would: QTj) provide that
underpayments to clients or errors with no fiscal 1impact not be_
included in fiscal sanctions,”); raise the allowable error rate,(Jj)
provide 1incentives to -those states with error rates below the
national average, and("5)) make provisions for these states who have
experienced circumstances beyond their control.



MEMORANDUM

TO: MAX GRUENBERG
FPCM NANCE BENNETT
DATE: JUNE 5, 1985
RE: THE MATSUI BILL

WHY HAS THE BILL BEEN INTRGDUCED?

The federal government has devised quality control guidelines to
ensure that states reduce the number of Aid to Families with
Dependent Children (AFDC) program errors and pay the right benefits
to recipients. Since 1573, with the assistance of improved canputer
sustems, states have made a good faith effort and halved the national
error rate.

However, there is seme question abcut the equity of the existing
system. Penalties are assessed, not only for improperly paid funds,
but for paperwork errors and client errors over which states have
little control. States are currently facing over SI.3 billion
dollars in fiscal sanctions for exceeding federally determined error
tolerance levels. In order to return this mcnev, states may
jeopardize the existing levels of error rates by reducing
administrative costs, or pass the reductions on b; reducing or
restricting AFDC benefits to recipients.

A quality control system is highly desirable, but its purpose
should not be to force program cutbacks or shift a heavier financial
burden onto states in a time of rising poverty and economic hardship.
Rather, the goal should be a cost-effective, timely and equitable
system with incentives as well as fair penalties, which will net
subvert the reduction of true errors.

The current system notifies states of errors committed after a
foiur year time lapse, uses questionable statistical procedures to
develop the rates and fails to take into account economic and
geographic conditions and program differences. States are being
penalized for conditions which are clearly beyond their control for a
complicated system under constant change through federal regulation.

WHAT WILL THE BELL DO?

HR 6295, The AFTC Error Reduction and Quality Control
Improvement Act, would ensure t) t error rate sanctions are fair and
based only on misspent funds while encouraging correction of all
administrative errors. The bill would also allow individual error
rates to be adjusted from the national rate depending cn certain



unique conditions within each state, and would recuire the svstem to

operate in a more timely manner. The Matsui bill will also set uo a

waiver and appeals process as well as offer rewards sc states for lew
error rates.

HCW CAN THE BILL EE IMPROVED?

AFDC is only one of three need based proorams facing fiscal
sanctions from the federal government. The Medicaid and Ford Stamp
programs are closely intertwined with AFDC - any change in the
circumstances of any one will ultimately effect eligibility and
benefits for the others. Each of these three programs have
complicated and different requirements for eligibility determination,
benefit calculation ar.c quality control. The state of Alaska !
currently faces over a $6.3 million’dollar total fiscal sanction/for
these three‘programs, has filed suits over the sanctions, and will
prcb “blv be facing an extensive legal battle in defense of the
state, s actions.

All three separate quality control systems, serving the same
clients and creating a total support network, should be included in
the Matsui bill. In addition, the systems should be combined to be
more efficiently administered, to better coordinate benefirb and to
reduce the "welfare maze".

The latest development in the Medicaid program, prospective
withholding, where the federal government reduces each quarterly
payment bv the amount anticipated to be the error rate, comes as a
blew to states already beyond the budget process, forcing them to
take administrative action to compensate for lost funds which load
been anticipated. This change in federal procedures threatens an
already burdened system and signals the states to expect further
unacceptable changes.

The attached letter from Governor Sheffield to the House Wavs
and Means Committee supports the Matsui bill with one exception, that
underpayments to clients not be included in the fiscal sanction,
since benefits not issued do not represen* loss, waste or abuse. The
Governor also points out the geographical necessity for special
treatment in calculating error rates for persons living in isolated,
rural Alaska not accessible by any commercial transportation.

WHAT CAN BE DCNE TO HELP IN PASSAGE OF THE BILL?

Any state supporting the concepts of the Matsui bill must
contact their Congressional delegation for support. Resolutions
passed by state legislatures are another method of demonstrating
state support for equitable quality control-
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HUCHH 01
JUNSAU. ALASKA 99871

OFFICE OF THE COMMISSIONER

February 23, 1985

The HcnoraDle Max Gruenberg

Co-Chairman

House Health, Education and
Social Services Committee
Pouch V

Juneau, AK 99811

Dear Representative Gruenberg:

Enclosed is a summary of the status of potential fiscal sanctions based
on Quality control payment error rates for the Aid to Families With
Deoendent Children, Food Stamps, and Medicaid programs. You had
requested this information during the overview for the Department of
Health and Social Services.

Please feel free to contact me (-35-3030) or Bob Clem, Quality
Control/Corrective Action Coordinator (465-4952) for further information
or exolanation.

Thank ycu for your interest.

Sincere!

Commissioner

Enclosure



Summary of Proposed
or Prcentici Fiscal Sanctions
for Excessive Quality Control
Payment Error Rates for the
~‘PC, Food Stamp and Medicaid Programs

Prosrr.n Period Covered Prcocscc or Potential Amount

t"uGc S1dirp April-Sept. 1981 * Proposed S2,140,1i02
AFDC Oct. 1982-Sept. 1983 Potential 1,024,280
AIDC Oct. 1983-Sept. 1984 Potential 653 ,677
Medicaid April-Sent. 1981 Proposed 1,954,936
Medicaid April-Sept. 19S3 Froposed 527,512
Total Fiscal Sanctions Proposed/Potential S6,30S,507

A discussion of each of the above proposed cr potential sanctions
follows:

Food Stamo Prooran

A sanction ir. the amount of S2,148,102 was imposed by the Pood and
Nutrition Service (FNS), U.S. Department of Agriculture, for excessive
Quality Control (GC) payment error races for the period April -
September 1931.

The State appealed this sanction and the appeal was denied. The State
then requested an Administrative Hearing of Che proposed sanction and
the decision of that hearing was also against the State.

In May 1934, a suit was filed in U.S. District Court of Alaska by the
State .t .king relief from this fiscal sanction. The attorneys for the
State ha*e just completed discovery phase of the suit and will soon be
filing a request for summary judgement with the court.

Though earlier fiscal sanctions were proposed by FJCS, they have all been
waived or dismissed and no other Food Stamp fiscal sanctions are
pending.

It is very probable,however, chat the State will face a potential fiscal
sanction for the current federal fiscal year (October 1934 - September
1935) since the federal target error has now been decreased to 5% from
10.48" for the previous year. Currently the State®"s Food Stamp Program
error race 1is rearer 10" than 5% and it is not anticipated to decrease
substantially.

AFDC Program

It was net until rederal FY1983 anc 1984 that the Department exceeded
the target error race of 4% and 3% respectively as mandated by Congress
in the Omnibus Budget Reconciliation Act of 1931 and the Tax Equity and
Fiscal Responsibility Act of 1982.

"or federal FY1983, the actual error race as calculated by the State
(without federal adjustment) was 12.3132. This exceeded the target
error rate of 4% by 8.313% and thus exposed the State to a potential



fiscal sr-r.ccion of approximately $1,024,236.

For federal TV 1934, the actual error race calculated by the irate
"without federal adjustment) "..a 5."93.T. This exceeded the rrrcec error
race cf 3h by 3.797% as:a again exposes che irace to a potential fiscal
sanction of approximately £652,677.

Though we have not yet received formal notice of proposed fiscal
sanctions for che above error rates from the federal agency, they are
anticipated shortly, and will be appealed on che basis of good faith
er"forc. If that is noC favorably considered, judicial relief may be
pursued.

It is also probable that the State will be sanctioned for federal FY1985
since the current AFDC error rate is approximately 7" and is not
expected to decrease substantially.

The Department was notified by letter dated June 27, 19£2 that the State
was liable for a fiscal sanction of S1,954,336 for excessive quality
control payment error rates for the nerioc October 1980 - Sentember
1981.

The Department submitted a request for waiver of the fiscal sanction cn
August 24, 1983 as provided for in federal regulations. Basis for
requesting the waiver was '"good faith ef-- *t" on the part of the State
in reducing Medicaid payment error races.

Ocher than acknowledging receipt of our appeal, no further word has been
received regarding the fiscal sanctions and we are advised that it is
still uncer consideration.

The Department®s Medicaid error rate was within the 3% target error rate
until the period April - September 1983 when the State®s actual error
rate was calculated to be 6.798%. (A single nursing heme ineligible
case was responsible for approximately one - half or 3.35 percentage
points of the error rate.) 3ased on the excessive error rate of 3.7981%
the feceral agency has, in a letrir dated January 24, 1935, proposed a
fiscal sanction in che amount of 5527,512.

The State has 35 days from the date of the January 24 letter to file an
appeal for good faith waiver of that sanction.
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Error Reduction and Quality Control 1r-
to achieve four objectives:

~that error ite sanctions are rair ano co net
result in AFEC hemefit cuts or further reductions in
tive funds

To held States accountable for making accurate AFEC
payments and impose fiscal sanctions for excessive errors

To recuire that States identify and attempt to correct al
errors made in administering the AFEC oregram but base
fiscal penalties only on errors which result in missnent
A?EC funds.

To establish a fair, ecuitable and timelv AFEC cualityv
control svstern, bv acknowledcinc that a Statels error rate
should be adjusted when socio-economic, gecgraomc and
crocram factors influence the error rate.

1. Establish minimum cualit C e s

States would be required to determine the AFEC error rate
for each fiscal year. States would collect a statistical!
reliable sample of cases for a quality control review
following a timetable established in regulations. States
could, at their option, collect either Z six-mcnth samoles
or an annual sample of their AFEC caseload to develco the
error rate but would be prohibited from reducing their
samole sice.

The Federal re-review, analysis, and notice to the States
of the official error rate would have to occur within six
months after the close of the fiscal year for which the
data are collected or six months from the date a completed
State sample is submitted to the Federal regional office,
whichever is later. The State's official error rate for
fiscal sanction purposes would be the adjusted State error
rate discussed below.

After completing the Stats data collection orocess: (1)
States would develop and submit to the HHS Secretary a
corrective action plan for reducing the identified errors
(including those not subject to fiscal oenalties as
discussed below); (2) the HHS secretary would review and
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aptrove the clan; and (3) imclem°ntaO:.on Cf tho czrrecg* o
acttons would begin. The HHS Secreta vculf be zazZ™*¥ec
to estabiish a timetable zOr ohese ac®“®izie5 il zeccl2
arc men: tor the correct:'/e actitn oroC9Ss. St s vith
error rares that are ccr.s-stently at or beicv che star.c2:f
toi erance level, prior to actustme.nt, would r.o O reculizec
tc submit a corrective ac ion plan fcY ®he Sec»0"ary’'3
approval e

Set a new r.ati™ 34 star.carz fez the AFDC error zere

fe The sta.nda oierar.ee level overpayment errors wcuic
be permanecczy set at 4 percent. Cr.cer curz°nf I3 _

taoes musz rdach a 4 cercent Standarc tcie a¢«°0 I9Vei by

N QWf «3¢S Geciir.es to 3 pe ralt for FY 34 2CC wh9z92f-0

ze*3mr.ire zh9 ec™25-9¢ S -2ce eittct rnt?.

A= The crcc9cuces describee sbcv9 wculc be usee .-
raw error rare data. Subsecuentiy, two adzusomaro3 would
be made to produce the ac'usred Stare error rare:

- First, the pcir.t estimate of a Srare's error rare would
be the lower bound of the rar.ee within which a Srare’'s
true error rate falls. This statistical adjusm".sr.r is
necessar*' because the sarr.plire procedure used ir. the
cuaiity control system cannot precisely estimate the
actual error rate. Instead, the system identifies a
rar.ee within which the actual error rare is located.
Oncer current rules, the midpoint of the rar.ee is used
even though the true rate may be lower than the
midpoint.

Next, technical errors would be excluded for fiscal
sanctions purposes. These are paperwork omissions
which, if corrected, would nor change the AFDC pay
level. Thev include: failure to orovide evide.nca
the file of social security numbers, assignment o=
r[?hts tc support, cooperation in obtaining suopcs
Will registration, and other errors which have no
fiscal imoact.

Reccer.ire that certain factors bevone a Stare's control
influence one error rare 0v ac-usoino one soancaro to.eranee
levei annually ror eac.o State. Tr.e soar.carc to_erar.ee .evei
wcu o oe actuated as follows:

A, Add 0.5 percent to the standard level if the State has
operated an AFDC unemcioved oarent orocram during one



- € 3.1 cerc -4 — —3 g svel, up tc a taximu®? cf
- - e —r,—5V '
percent, for eac- wu Fercsn _ which the
§*2_. ..c..as ths nz.ional averace in terrr.s cf cercer.t
cf total State AFDC C2ssicad WI~- earnings.

*

«* Acd 3.1 cercsnf to the star.ca®™ “evel, up to a maximum of
C.5 percent ¢ eac 20 percsn- increment by which the
State exceeds the .. --onal aver3ge in terns of pcpulaticn
density (pop-:-wvicn 2er scuare mile of land areal .

The steps cescribed in ~--~ . dues the acjuscsd Stato
err Cr X't°. The stecs describec 1n item 4 produce the
adjuscsc Stswe woierance leve .

~-cose fiscal sa or.s cn the basiC - < -veted State
STror r®0 sric “rs £¢ Js—or StatS -0Olerar.c9 level.

1 ctatefs fiseal sar. jon would Wo ecus! to the Tecaral
cortier. cf bhenefits calc abcve the adjusted State
-cleranee level wusin- the adjusted State error raze*

A sanction err.cunt would be reduced by the Federal share
cf cvercamsnrs collected bv the Stats in tre riscaa Vear
to which the error rate acclies#

The »  3"msutler:tv 1 the HHS Secrstsrv to Waive
sanctions tc acknowledge certain circur.stances would be
retained and modified as follows:

(1) States could rectest a waiver based cn the Stare's
coed faith effort to reduce errors. In making the
waiver reguest, States would also be remitted to
challenge the Federal error rate findings. The HHS
Secretary would review and act on the request according
to a timetabhle specified in regulations.

(2) The regulations would also specify the criteria that
would be used in assessing waiver requests and the
relative importance of each factor so that States may
informally assess whether a waiver request is appropri-
ate. In reviewing the waiver recruest, the HHS
Secretary would bhe required to consider the following:

(@) Factors beyone the State's ccr.trol — such as
disasters ifire, ficog or civil disorders);
strikes by State or other staff needed to
determine eligibility or process changes in
cases; sudden workload changes resulting from
changes in Federal or State law and regulations
or raoid caseload growth; and State actions
which were the result of incorrect policy
interpretations bv a Federal official.



Fact--'- r=tated 00 r.cv co7tm*Pere -- such as
deneos::atec ccmmimen: oy toc marace.T.er.r tc the
error reducticn orocram; suff ;c;ercv 2re cua**Cv
of Operationai systerns wnich ace cesicr.ec ftc
r<d*ce errors; use of eff2c* 7e systems and
prccedures for the statlstical and orocram
analysis of cualicy con®W 9= and related data;
and effective management and execution of the
corrective action process.

Other Factors as AEC?®  'amg— these may be
loencmec ov me iecretary m regulations or

may be detailed by States in chsir waiver recuests
but would include past State error rate
performance as weil as the cost effectiveness of
error reduction efforts.

(2) States would be termiteed to arcea.l che Sacracar**ls -
decis:on or. the waiver recuesc described asove cc e
HHS Gran*" Appeals Board are cculd also arceai co che
cecurts .

In lieu of che waiver aurhccity identified above, che
Secretary would be recuired CO cerr.arerciy waive a sar.

if eh9 S*aca submits a plan fee 5
which includes the expenditUCO of additional State adm--is-
erative funds equal to one-half of the sanction amount -
These expendicures would be a Federally-marched arimir.i 3Cr g
tive expense.

Seward States with low error rates.

A.

A State would receive an incentive payment when its
adjusted State error rats is below the standard tolerance
level (prior to any adjustttents) of 4 Eercent. The

amount of the incentive payment would be ecual to one-half
of what the Federal government saves on AFDC pavments
because the State error rata is lass than 4 percent

Conduct selected studies related to error reduction and
cualttv control.

A.

The HHS Secretary would be directed to cumulate a studv
within one year of enactment which includes: a detailed
analysis of the nature of client errors and the degree to
which client errors can be controlled by States; standards
by which to judge whether a client error could have been
controlled; and an assessment of the cost-effectiveness

of this type of error reduction.

The HHS Secretary would also be directed to study and
suggest measures of AFDC performance which are broader
than che current quality control system (which measures
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cr.iy ?a\-nient accur3cv) anc more aecuratalv reflect the
full range of responsibilities a Stare has in actinister:n:
the AFDC program. The underpayment error rate would be
one such measure. This study would also examine the cost
effectiveness of error reduction anc of a broader
performance measurement svsten.

3. Effective date.

A, For FY 81 and 32, States would have the option of
applying current law (the Michel amendment) or the new
quality control system and standards.

B. For FY 83 anc thereafter, the new quality control system
and standards would acolv.-

* * *

This legislaticn also includes a quasit*/ ccr**oi orov \?,f_oQ* "’
affec-1nc the Suppiemental Securitv lIncome (SSI) prcc- Altw
provis cn would recuiZMf tins Feeeral ~overcmsct (W ©§8-inyo

»d - Myrsing States foi the err:rs it rrakes in acmicis —ericgt the
State Cupplaments1 ?rCCT37 (S3?5 in 331. The cresset acrio®
betweeN the Federal government and the States orcmclc2tec

recul 2Vions on March 7, 1979 wos2G Ce retained o



