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PERTINENT QUESTIONS ABOUT WELFARE

Why are caseloads going up when the level of the economy remains high and
many jobs go unfilled?

What can be done to reverse the trend of rising public assistance costs?

Why has the number of needy children increased twice as fast as the
child population during the last decade?

Why has the Legislature failed to enact cost-reducing legislation?

Why have county governments opposed cost-reducing legislation?

How far can a welfare recipient be required to travel to take a job?

Can a welfare recipient refuse a job because it is below or different than
his training or experience level?

How often does a welfare recipient have to report to the Department of
Emp loyment?

What can be done if a welfare recipient dresses or conducts himself in
such a manner that his appearance makes him unacceptable to an employer?



1.

Why are caseloads going up when the level of the economy remains high and

PERTINENT QUESTIONS ABOUT WELFARE

many jobs go unfilledf]

1.

2,

Well-developed Welfare Rights Q!ganlzatlons informing needy people
of their eligibility and encouraging them to apply for aid.

Active OEO-funded legal services operating in nearly every large
metropolitan area and a number of rural areas. Encouraging
people to apply for aid and contesting denials, discontinuances
or reductions.

Available jobs require greater skills than most welfare recipients
possess.

Despite the hlgh level of the economy, there were 388,000 people
unemployed in California in July 1969.

The past failures of other systems, such as education, to meet the
basic education and vocational training needs of the poor.

A rising high incidence of breakup in families.

For the disabled, a set of public and private forces encourage
application for ald These include:

a. Private agencies, such as Heart Association, Cancer
Society, TB Association, California Council for
Retarded Children.

b. Doctors who see patients with medical conditions just
like those they know are on aid. The doctor's interest
is often related in part to the applicant's difficulty
in paying for medical care.

c. Counties continuing efforts to shift incapacitated people
from county-funded General Relief to ATD where state and
Federal funds are available.

d. Planned state push to qualify patients in state hospitals.

e. Longer life expectancy for many terminal illnesses.
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PERTINENT QUESTIONS ABOUT WELFARE

2: [Qhat can be done to reverse the trend of rising public assistance costsi}_

The actual reversal of the increasing cost trend will require
disqualification of substantial groups of recipients.

For 01d Age Security and Aid to the Blind, the cost increase is
,belng produced primarily by the rapidly-rising cost of Tiving.
Reduction in aid grants for needy families as a means of cost
reduction is likewise not feasible, For example, the monthly
need budget for a mother and three children in Los Angeles is
$305, or about $75 for each person. |f she has no outside
income, her grant is $221. More than one~half of our families

are now in this position.

Actual reversal of cost growth will require disqualification for
aid of more than 50,000 families and more than 30,000 disabled.
This can only be done by selecting identifiable groups. The two

groups most readily identifiable are:

a. Unemployed Parent Families - 26,000
' AFOC
b. Stepparent Families - 40,000

For Aid to the Disabled, the only feasible method to exclude
recipients would be to return to the definition of disability
in effect prior to January 1965 and rule out unemployability as
a measure of dlsabll:ty&>‘Restr|ct|on of eligibility to only

those persons w whose disability is such that thgy require care

25 and 30 thousand persons.




PERTINENT QUESTIONS ABOUT WELFARE

3. Lgby has the number of needy children increased twice as fast as the

child population during the last decade?;]

No single factor has been responsible for this increase. However,

factors that have had the most bearing include:

2,

3.

2

5.

The development of the poverty programs that encouraged
people to demand their 'rights,"

A change in local governmental attitude that followed the
riots in major cities.

Rapid growth in divorce, separation, and other family
disorganization factors coupled with withdrawal of
traditional support fill-in by other relatives.

Unemp loyment has consistently remained above 4 percent of
the labor force. Past trends have shown this to be the
critical point for retention of jobs by the marginal

_worker.

Enactment of AB 59 by the 1963 Legislature which

liberallzed ellglbllnty and added new groups of eligibles. ‘
|
JThe rapid _increase in the cost of doing bugug§§§_yb1ch has

reduced the ability of private _employers to retain marginal
workers.
norkers




PERTINENT QUESTIONS ABOUT WELFARE

4. [!hy has the Legislature failed to enact cost-reducing legislation?h]

The majority of the members of the Legislature in each house are opposed to

significant reductions in the number of persons who qualify for public

assistance or reductions in the amount of payments to them.

This majority is composed of two groups. One group is strongly in support

of expanding the program. Another group of legislators sit in the middle.

‘They are in doubt as to the wisdom of disqualifying large numbers of,

recipients, They are equally in doubt about the wisdom of program

expansion,

It is rarely possible to convene a legislative committee with all members

present. An absent member is @ no vote. The marginal ﬁajorlty in each

house results in marginal majorities in every legislative committee. There-

fore, the absence of a single member in a committee can mean defeat of

2 _Bessure,

attendance. In all cases of absences from committees, it was clear that

the Legislatfi; had legitimate and compelling’gusiness elsewhere. Many

-

times the member was handling an important administration measure before

another committee,

In_summary, cost-reduction legislation has failed to pass during the past

three legislative sessions for the following reasons:

1. The legislators strongly advoéatlng cost reduction are in the minority.



3.

There is a significant middle group who oppose cost reduction because

of doubts as to its effect on their political future or for personal

——e—e——— i b i

humanitarian reasons.

County governments have opposed closed-end appropriations or major

reductions in eligibility and this has influenced a third group of

legislators to refuse to vote to pass cost-reduction bills out of

—_—

commi ttee,




PERTINENT QUESTIONS ABOUT WELFARE

5. [Ehy have county governments opposed cost-reducing legislattonf~]

County governments have opposed cost-reduction legislation because
they fear that the county government will end up having to assume
financial responsibility for persons disqualified for aid under a
state program. They have opposed the principle of closed-end appro-
priation on public assistance expenditures because they believe that
in the event that the state budget limit was reached, then county
governments would become fully responsible for funding costs beyond
the state budget limit.

The extreme restlessness of the residents of some areas of major
cities has resulted in demands for financial support and services
which boards of supervisors are finding increasingly difficult to
refuse. Moreover, city administrators, police, and fire officials
are joining in these demands because of their concern about the
possibilities of major disturbances similar to the Watts riot.



PERTINENT QUESTIONS ABOUT WELFARE

6. &ow far can a welfare recipient be required to travel to take a joba

This varies by locality. Generally, the same standard that the
Department of Employment uses in the community is applied.

men, however, the cost of travel to a distant location and

For wo owever, location &
'tfig?@edhcgs_txof_ child care for the time away from home means

‘that work close to the home provides more net income with a
corresponding reductionin the amount of cash grant required.
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PERTINENT QUESTIONS ABOUT WELFARE .

-\
7.'[§§n a welfare recipient refuse a job because it is below or different than
his training or experience level? f]

" No == the only valid basis for refusal is physical inability to
perform the job or ilTegal employment.

- —
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PERTINENT QUESTIONS ABOUT WELFARE

8.2:E9w often does a welfare recipient have to report to the Department of

Employment?f}

As often as is determined appropriate by the local labor market

‘situation and the training and skill level of the individual.

For example -- this could be . every day_at times durlng_;he

T

In_some communities during the winter when there is continuing
_snow_and rain, it could be once a month or less.

They must be registered for work with the Department of Employment
at all times angjyggggLJg6EZEEZE§II:IE:Qhevevsc_JQB§~are avail-"
able. Failure to respond or cooperate results in immediate
discontinuance of aid except for WIN enrollees. -

// < _'// ‘
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PERTINENT QUESTIONS ABOUT WELFARE

9.\ What can be done if a welfare recipient dresses or conducts himself in

such a manner that his appearance makes him unacceptable to an emp]oyer?f]

g cont waell L 1 ...
His aid can be discontinued for failure (Fele] erate(if', VA LA xe RATE
T A\p“—— 3¢ :\'}’ i"t.‘kij-\~;\,,!iq es s ~

/\C‘+':r\ )

He can appeal, but if the facts show that he is not cooperating in
efforts to secure employment, the county decision will be sustained.

f Untess fuf hecrn Fefirnsf 72 L2
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COST REDUCTION CHANGES IN WELFARE PROGRAMS, SHOWING LEVEL AND BRANCH OF GOVERNMENT HAVING AUTHORITY TO EFFECT THEM
Change can be Accomplished Through:

COST REDUCTION ITEMS

|
FEDERAL LAW ONLY
(KEY SECTIONS OF

SOCIAL SECURITY ACT)

i
FEDERAL REGULATIONS#

"

STATE LAW ONLY

(KEY SECTIONS OF
W & | CODE)

v

STATE LAW/
FEDERAL REGULATIONS

A
I 3323 4

(AR AL X J |
DEPARTMENT OF SOCIALw‘_
e e

LARKE N = ¢ = 4

b ]

STATE LAW/
STATE REGULATIONS

Page 10f 3
Vi

STATE REGULATIONS

1. Eliminate one or more Aid Prcy ams
trict basic program coverage thus reducing number of
pients and number of those in general population who

Ild qualify if they applied for aid:

2. By redefining personal characteristics required for
eligibility to make them more restrictive

a. OAS — Age

b. AB — Degree of Blindness

> 2(b)(a)(1)

b . e e
> Division 9

o -

W&IC: 12502

c. ATD — Extent of Disability

D Reg: 42-103

\ W&IC: 13501

" d. AFDC-FG — Deprivation of Parental Support ———> 406(a)

e. AFDC-U — Definition of Unemploymeﬁt

3. By decreasing maximum personal and real property

- allowed
b. AB L

a. OAS

311201

c. ATD S

d. AFDC

\
—5 11160-11157

¢
T T e e T e e e e e e e e
S s——————— S L

- 112655-11261

§=~_==.=__=_——_=_Ln

 Reg: 42-203

[
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- COST REDUCTION CHANGES IN WELFARE PROGRAMS, SHOWING LEVEL AND BRANCH OF GOVERNMENT HAVING AUTHORITY TO EFFECT THEM
' : , Change can be Accomplished Through:
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1 0 1 TR T D, BT
FEDERAL LAW ONLY STA AW ~
COST REDUCTION ITEMS " (KEY SECTIONS OF |[FEDERAL REGULATIONY (KEYTSEEéTlog.?lC-)L FeoeizTAAJ:s'&::WA'nons STA:;ARTEEGL%:’;ONS STATE REGULATIONS
SOCIAL SECURITY ACT) W & | CODE) . '
4. By reducing assistance standards used to determine
financial need - '
12150-12152
a. OAS > 12150
b. AB : —> 12650-12652
\ W&IC: 13700-13701
¢ ATD P Reg: 44-207
d. AFDC . ' : b W&IC: 1145211453
: Reg: 44-212
5. By reducing income exemptions in determining
entitlement to aid and amount of grant . i .
h )

a. OAS >11008

b. AB — Earned Income - > 1002(a)(8) (A)

c. AB — Income for Self-Support Plan ) 1002(a)(8)(B)
'd. AB —Other Income 312654 | y

e. ATD - 11008 ' .

40 ' ’
f. AFDC-FG & Federally Eligible AFDC-U ———rt—> 405::;:,89))(0) . . _ .
g. AFDC-U Nonfederal Eligible > X
o : 3 4
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COST REDUCTION CHANGES IN WELFARE PROGRAMS, SHOWING LEVEL AND BRANCH OF GOVERNMENT HAVING AUTHORITY TO EFFECT THEM
Change can be Accomplished Through:

! ' Pag
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. FEDERAL LAW ONLY STATE LAW ONLY

: COST REDUCTION ITEMS (KEY SECTIONS OF [EDERAL REGULATIONY (\cy secTIONS ;F STATE LAW/ STATE LAW/

FEDERALREGULATIONY STATE REGULATIONS
SOCIAL SECURITY ACT) W & | CODE) _

STATE REGUL/

Restrict overall level of aid expenditures:

6. By closed-end appropriation with rateable reduction > 15200-15204

of aid payments across board when expenditures
threaten to exceed appropriation

7. By establishing over-all ceiling on gross family —> X
income from public assistance and all other sources

Impose conditions designed to motivate people to seek
alternatives to public assistance:

8. By requiring liens on real prdperty } 11007

9. By extensive use of controlled payments (vendor or « 6(a); 406(b)(2);
third party) 7 1006; 1405

10. By increased requirement and rigorous enforcement « 12101; 12600;
of relative responsibility in adult aid programs 7 13600;

11. By discontinuing aid in all AFDC cases for refusal-ﬁ402(l9)F ) : *
without good cause to accept work, job training or '
: " vocational rehabilitation : )
v PL 90-248 ‘ i
'12. By requiring all able-bodied AFDC recipients to Section 204(c) - : ' :
——— perform useful public work in return for their aid -T— Repeals Section 409
Soc. Sec. Act

Eliminate federal provisions on:

13. Limitations on federal reimbursement for certain—+——>407(b)(1)(A-C)

AFDC-U cases
14. Requirement that free legal services be given - 45 CFR-205.10 '
appellants . , , ‘ ; e
., 15. Requirement that aid be paid pending appeal A, 45 CFR-205.10— ;
decision : : » &
16. Limitations on federal reimbursement of district s 45 CFR
attorney costs of parental support enforcement 7 220.61(f)(4)(v) :
~ 17. Requirement that states reduce the rigor of > 45 CFR 220.5(a) (2) wh

investigative methods in AFDC and rely heavily on ' 20

client statements - . ;
w

R : ; Prepared by Office of Planning — Au




Additional Notes on Chart of Cost Reduction Changes

2.b Blindress - Code does not define "blindness" beyond "loss or impairment of
eyesight". Specific extent of blindness required governed by regulations.

2.¢ Disability - Code defines permanent impairment and total disability in
relatively broad terms, e.g., "major" impairment, "reasonably” certain to
continue, "substantially" precludes from engaging in occupation, etec.
Specific extent of disability required governed by regulation and by

eriteria used by medical review teams.

h.e Standards in ATD - Code specifies maximum statewide average grant and directs

Department to establish a standard of assistance within these limits. This
glves Department authority to establish lower standard than now in effect.

h.a §§gndards in AFDC - Code specifies component elements which must be included

in constructing standard of assistance. These stated in relatively broad
terms such as "safe healthful housing” and "minimum clothing for health and
decency", etc. Regulation reflects exercise of administrative judgment in

translating these into specific standards.

5.8 Nonfederal AFDC-U cases, of course, are subject only to State law and regulation.

The code provisions limiting administrative discretion in reducing earmed

income exemptions are set forth in Section 11008 W&IC. This specifies "to the

———— e e —

maximum extent permitted by f federal . lew earned income of a recipient of aid
M

under any public assistance program for which federal funds are available
e T ——— — e
shall not be considered income or resources of the recipient, and shall not

be deducted from the amount of aid to which the recipient would otherwise be

wntitled." (Emphasis added) Since federal funds are not available for these

cases this matter is subject to departmental regulation.

e —




12, Work in return for aid - Section 409 established a Community Work Training

program under which States could require recipients to perform work of
public benefit with no additional compensation as part of an overall work-
training activity designed to up-grade their employability. That program
abolished when WIN was established. Federal regulation (45 CFR 233.1L40)
now specifies that: "Federal financial reimbursement will not be available
in expenditures made in the form of payments for work performed... except
under the Work Incentive Program authorized by Title IV - Part C...."
(Special Work projects). This policy underlined by Children's Bureau letter
of 3-20-9. "They (recipient) may not be compelled to work for any portion

of their assistance payments."

NOTE: This item should have been limited to federally-eligible AFDC recipients
and an additional item listed for the nonfederally-eligible AFDC-U
cases. These recipients could be compelled to work for their aid only

by specific legislative enactment.
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State of California

Memorandum

To : Lucian Vandegrift
Assistant Secretary
Human Relations Agency

—

Health and Welfare Agency

Date : September 12, 1969

TN
Subject:~ Administrative Actions
to Reduce Welfare Caseloads
\ B _

From : Department of Social Welfare, 744 P Street, Sacramento 95814

As requested on September 10, | am submitting two copies of a suggested
memorandum from you to Jim Dwight setting forth an analysis of the
administrative actions which legally could be taken to reduce welfare
caseloads, and a description of such actions taken to date.

JOHN C, MONTGOMERY
Director

Attachments

bec: F. C. Locher/

V. Gleason
J. Harris

JH:mo

Director's file
Central Files



-

R v

SUGGESTED MEMORANDUM

FROM:

James Dwight, Deputy Director
Department of Finance

SUBJECT: Administrative Actions to
Reduce Welfare Caseloads

Lucian B. Vandegrift
Assistant Secretary
Human Relations Agency

As agreed 2t the Cabinet breakfast meeting September 10, I am submitting the

following analysis of administrative actions which legally cculd be taken to

reduce welfare caseloads, and a description of such actions taken to date:

1. Apart from thcse influences which are beyond the contrcl of government such

as the size of the general population, social and economic conditions, ete.,

there are four basic factors which determine the size of the welfare caseload.

These factors influence both the number of families and individuals receiving

aid at any one time, as well as a number of those in the general population

who would qualify for aid. Changes in one or more of these basic factors are

essential to any significant caseload reduction.

These basic factors are:

a) The description of the personal and family characteristics required for

c)

eligibility which in effect define the populeticn covered by the procrems;
Any constriction of these descriptions and definiticns wculd, of course,
reduce the ectual and potential caseload.

The value of real and perscnal property a person or family may retain

and still be eligible for aid. Contracticn cf these limits would auto-
rztisally reduce the number of esctual and potentizl recirients.

The scope and level of assistance standards sgalpst which outside income is

compared in order to determine whether a person or family is "needy.”

R —
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number who meet the test of need.

d) The manner in which outside income is applied against the standard of

assistance. Since "need" is determined by comparing outside income with

the assistance standard, the number who meet the test of need would be

reduced to the degree that all outside income is taken into account.

The four besic factors outlined above sre shown as items 2, 2, 4, arnd 5 in

the attached table of cost reduction changes in welfare programs. You will

recall that this table was distributed to the Cabinet in conjunction with

the meetihg on August 8. This table rather graphically illustrates the degree

to which freedom of administrative acticn in this field'is constrained by

federal and State law.

It 1s legally possible to modify through administrative action, three of the

four basic factors with respect to certain programs. The areas open to

regulatory change and the actions teken to date are as follows:

a) Personal Characteristics--Administrative action ecan legally be taken to

modify this factor in three programs: Aid to the Blind; Aid to the

Disabled; AFDC-U.

(1)

Aid to the Blind - The key qualifying characteristic here is the

N

egree of blindness. TFederal lsw leaves it up to tre states to

defire blindness, and Welfare 2nd Institutions Code dces nct 3efine

it beyond "loss or impairment cf eyesicht". Thus, the specific

extent of blindness required for eligibility is subject tc Zepartmental
regulation. Califorria in common with most, if not ell states, has

nistorically used the definition of "economie blindness” as adopted

jy the fmericen Medical issccisticn in 193%, end subscrited to by

the Social Security Board in 1936.
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(2) A1ad to the Disabled - The key qualifying characteristic here is the
extent of disability and federal law leaves this to the States to

define.

The Welfare and Institutions Code defines permanent impairment and
total disability in relatively broad terms, i.e., "major" impairment;
"reasonably” certain to continue; "substantially" precludes from engaz-
ing in occupation, etec. Thus, within these limits the specifiec

extent of disability is subjeect to administrative regulation. The
application of the definition as established by regulation is further
subject to the criteria established by the Department of Social Welfare
for use by the department's medical review teams which make the final

determination regarding the disability factor.

ACTION TAKEN: In April 1968 the Director of Social Welfare took action
to tighten the disability criteria used by the medical review teams.
Although this had the effect of slowing the rate of caseload growth,
this has been more than countered by the planned addition to the ATD
caseload of mentally retarded patients in stzte hospitals. This was
done deliberstely in order to enable the State tc claim federal funds
for the cost of the hospital care of these patients. This process is
still under way, and when it is complete the savings in General Funds
to the budget of the Department of Montal Hyzgiene, would amount to

about $16.8 millior per year.

/ny decision to attempt additional caseload' reduction by constriecting
the basic definition of disability or by further tizhtening the medical
review team criteria should take into account this fact: The bsasic

money payments and other services available through the ATD program
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maintenance in the community of persons who otherwise would have to
remain in mental hospitals or other rubliecly supported institutional

facilities.

AFDC = Unemployed Parents. The key qualifying characteristic here ié
"unemployment.” Federal law prescribes a definition for states electing
an AFDC-U program which limits federal reimbursement to cases where the
fether is either employed only part-time, or if not working, where he
had extensive previous connection with the work force. It also denies
federal reimbursement on aid payments made when the father is receiving
.unemployment compensation. In our program operations we are governed
by the more liberal provisions of Section 11201 Welfare and Institutions
Code. As defined by State law a person is "unemployed" for purposes of
this program if he is: not working but available for and seeking employ-
ment or engaged in training essentiel to future self-support; employed

only part-time.

Under the law, the precise definiti~n -f "part-time" is subject to
administrative rezulation so leng as the standards are consistent with
the requirements for federal finsncial participation. The previcus
administration used this discreticnery authority to broaden ccverage
of the AFDC-U program to include seasonal farm lsvorers on the basis
that the normal work-week cf farm labor during peek erop times wes in

excess of 40 hours. This policy wes set forth in Depertment EBulletin
#ouk.

ACTICN TAKEN: In June 1968 tre Director of Social Welfare tcok

‘‘etion to repeal the policy contained in Department Bulletin ALl with

a consequent reduction in the size of tke se¢tual and potential AFDC-U

rnealnad
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During the 1969 legislative session the Department of Sccial Welfare
Qeveloped, and the Administration surported and pressed for passage,
SB 1335 designed to restrict the Califcrnia program in line with the
federal definition. There was very vizorous opposition to this

measure by county government and the bill was held in Senate Finance

Cormittee.

b) Scope and Level of Assistance Standard, Basic Allowances--Administrative

action can legally be taken to mofidy this factor in two programs: Aid to

the Disabled and Aid to Families with Dependent Children.

(1) Aid to the Disabled - State law specifies a maximum statewide average
grant and directs the Department of Sceial Welfare to establish a
standard of assistance within these limits "which will enable each
recipient to maintain himself in decency and health."

(2) Aid to Families with Dependent Children - State law specifies the
component elements which must be included in developing "minimum basie
standards of adequate care.”" These include:

- Safe, heelthful housing

- Minimum clothing for health and decerncy

- Low cost adequate food budget meetinzg recormended dietary allcwances
of the National Research Council aderted to prices of tre arez in
which the recipient resides

- Utilities in accordance with basic rminimum need; other iters
verified 2s needed including hcusehcld operatiocn, educatidn and
incidentals, recreation, personal nseds and irsurzsnce

- Allowances for essential hcusehold furniture and equipmert

- Mlowences for essential medical, dental and other rexedial care

when not available through other pubtliec faeility.
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In both the ATD and AFDC programs, the translation of the legislative policy

~ governing the scope and level of the basic allowances to be included in the

assistance standard into specific dollar amounts is suhject tc administrative
Judgment and action. Thus from a strictly technical ﬁoint of view, the
Department has the authority to reduce these standardé. Practically speeaking,
héwever, there is little likelihood that such reductions coulﬁ be supported
by objective evidence that the resulting standards would meet statutory
criteria. In addition, it should be pointed out that the precise manner

in which the Department of Sceial Welf are exercises this authority is
increasingly being challenged in the courts. An example of this is the

case of Ivy versus Montgomery in which it is alleged that the housing com-

ponent in our AFDC standard is inadequate to purchase "safe and healthful

'housing as required by State lnw

c)

Scope and Level of Assistance Standards, Snecial Need Allowances=~

Administrative action can legally oe taken to mdify this factor in
some respect in all four proarems. In CAS and B torh the scepe and

the precise level

of special nead aullowances ere suziest o regulation,
In AFDC and ATD the scope of the &!lowences are prescribed by Toaw with
the trars'ation in=a snescific deliar amounts left to administrative

ection.

]

judgment anc

(') OAS and AB - With respect to both of these procrams, state law
specifics that any recipient whose necd exceads the aaxinum
established for the basic &llowences shall be entitled to receive
an additioral amcunt as necessery up to a specified maximun. Tre
law stctes that this acditional amount ''is to provide additiona!

aid to persons with needs arising tecause of circumstances and

LERY * e & - . i - 1
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“TY - The law provides that within the limits of the statewide

average grant '‘the Department may provide the payment of an
.additional sum to those recipients whose physical or mental

condition is such that they require services of a full or part-

time attencant or other soecial services.'

AFDC - The law provides that in addition to the component elements

to be included in the assistance standards as tasic allowances, the
standard must also include ''allowances for special needs for any one
or mere of the following items: special diets upon the recommendation
‘of a physician, transportation, laundry, housekeeping services and

telephone; and utilities in excess of the basic minimum need.

Although as indicated above, it is legally possible to constriet the special

need allowances in some respects through administrative action, it shculd be

emphasized that they could be totally eliminated in OAS, AB and AFDC only

throvgh legislative action.

ACTICON TAKEN: Last week the Director of Social ¥Welfare initiated a

corprehensive in-depth review and analyvsis of all srecial need zllowances

in &1l programs. For each special need allowance this will ccver:

Statutory and regulatcry basis

Incidence of use

Cost for fiscal year '6£-69

custification for continuinz =s is, and corsegquences of redueing or

discontinuing.

It is enticipated that the results of this anelysis will be availeble in

Noverxbver.
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Application of income in determining need--No substantive modification of

this factor can legally be made through administrative action in any
federﬁlly ailded program. The manner in which income is treated and
especially the circumstances under which certain amounts of earned income

must be disregarded is prescribed by federel law.

The nonfederal ccmponent of the AFDC-U program is of course subject only te
State law and regulation. The code provisions limiting administrative dis-
ecretion in reducing earned income exemptions are set forth in Section 11008
W&IC. This specifies: "to the maximum extent permitted by federal law esarned
income of a recipient of aid under any public assistance program for which

federal funds are available shall not be considered income or resources of

the reciplent, and shall not be deducted from the amount of aid to which the
recipient would otherwise be entitled.” (Emphasis added) Since federal
funds are not available for these cases this matter is subject to departmental

regulation.

From a strictly technicel point of view, the earned income exemrti~ons now
available to these families could be reduced or eliminated by edrinistra-
tive action. However, this would raise questions of 2quity, and it should

be anticipeted that such & move may be challenged in the courts. This

could be on the basis for instance that the lack of federal-perticipation
does nct provide a proper basis for differential treztment of certsin
families which zre similar in all other respects tc cther AFDC-U families

end which come within the basic provisions of State law governing the progrem.
Aside from questions of equity or legality, a differential ineccme policy
&rplied to a relatively small component of the AFDC caseload would make

county operations more administratively complex.

ACTION TLZKEN: With resnert tn the mainr dcane nf twaatmant Af ccwnid Jnanma
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the Director of Social Welfare established and has mainteined the policy of
using "net" earnings in calculeting the amount of earned income to be dis-
regaréed in determining need. This ié despite federal poliecy which would
require the use of "gross" earnings in this respect. Had the Director not
taken this action, the costs to State end County government in £9-TO would
have been increased by almost $5.5 million. The Director has also been
active in mobilizing the support of other states in challernging this question-

able federal policy.

Within the limit of the authority available to him to modify the manner in
which income is treated and as an integral part of the Department of Social
Welfare's continuing effort to tighten regulations and close loopholes whkich
could contribute to abuses of the welfare program, the Director of Social
Welfare has scheduled the following proposed regulatory changes for Public

Hearing in November:

(1) 1Income tax refunds. Under present regulations income tex refunds

although derived from earnings are treated 2s ''nonrecurrins lump sum
payments" and as such are not subject to routine deducﬁicn from +he
standard of aid in arriving at the emount cf grant. It is propcsed
to close this loorhole by inecluding income tax refunds within the

definition of earned income.

In addition, rezulatiocns will be proposed to pravent emplcoyed recirpients
from undercleiming the number of dependents for inecome tax purposes so
as to irncrease the size of their invclunta;y rayrcll deductions thus
reducing tre income applied against the assistance stendari.

(2) ~ump Sum Payments. Regulations are being proposed designed to prevent

recipients from remaining eligible or being immediately reinstated to
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rolls after having received and disposed of sizeable nonrecurring lump

sum payments.

(3) Income from man assuming role of spouse. Regulatiocns are being proposed

to carry out provisions of SB 857 which was developed by the Department
of Social Welfare as part of the rMministretion's legislative program.
This requires that unrelated adult male who resides with a family
applying for or receiving aid to families with dependent children must
pay to the family an amount equal to his support cost in accordance
with standards set by the Department of Social Welfare. It also re-
qﬁires him and the mother of the family to sign a statement under
penalty of perjury setting forth the conditions of the agreement
between them, and their arrangements for sharing expenses. Failufe to
comply with these proposed regulations would result in aid being dis-

continued.

It should be pointed out that cur current policy rezarding the treatment
of income in these so-called MARS esses whieh this prcrosed change

serves to strengthen is contrery to current f2deral pelicy. The
Department's present regulations con this matter have been challenged in
the courts but a three-judze U.S. District Ccurt hes urheld the State
resulations and declared the federal reguletions tc be in violation of
the Soeizl Security Act. This case is now on appeal tc the U. 5. Suprere

Court.

I trust that you will find the preceding anelysis informative and useful in your
further consideration of the matters discussed at the recent Cabinet breakfast

meeting.

‘;iﬁgéﬁék
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COST REDUCTION ITEMS

/G‘” CALIFORNIA — HUMAN RELATIONS AGENCY R

FEDERAL LAW ONLY
(KEY SECTIONS OF

SOCIAL SECURITY ACT)

Change can be Accomplished Through:

STATE LAW ONLY
(KEY SECTIONS OF
W & | CODE)

FEDERAL REGULATIONS

STATE LAW/
FEDERAL REGULATIONS

DEPARTMENT OF SOCIAL WELF,

COST REDUCTION CHANGES IN WELFARE PROGRAMS, !:.HO\VING LEVEL AND BRANCH OF GOVERNMENT HAVING AUTHORITY TO EFFECT THEM

STATE LAW/
STATE REGULATIONS

v

Page 1 of
] n 1 v v vi

STATE REGULATIOI

a. OAS

b.

&ATD‘

4 AFDC

1. Eliminate one or more Aid Programs

A Restrict basic program coverage thus reducing number of
§ recipients and number of those in general population who
would qualify if they applied for aid:

2. By redefining personal characteristics required for
eligibility to make them more restrictive

OAS — Age

AB — Degree of Blindness

3 2(b)(a)(1)

N s T
> Division 9

ATD — Extent of Disability

AFDC-FG — Deprivation of Parental Support
AFDC-U — Definition of Unemployment

3. By decreasing maximum personal and real property
allowed.

\

l

AB

W&IC: 12502
Reg: 42-103

- 406(a)

—>11201

> 11150-11157

> 11255-11261

QW&IC: 13501

Reg: 42-203
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COST REDUCTION ITEMS

FEDERAL LAW ONLY
(KEY SECTIONS OF
SOCIAL SECURITY ACT)

Change can be Accomplished Through:

STATE LAW ONLY
FEDERAL REGULATIONS (KEY SECTIONS OF

W & | CODE)

v
STATE LAW/

FEDERALREGULATIONS

Page
v vi

STATE LAW/

STATE REGULA
STATE REGULATIONS

4. By reducing assistance standards used to determine

financial need.

1215012152
. OAS ~
’ 712159
b. AB > 12650-12652
c. ATD
d. AFDC

W&IC: 13700-13701
Reg: 44-207

5. By reducing income exemptions in determining
entitlement to aid and amount of grant

a. OAS

«. ATD

>11008

b. AB — Earned Income %1002(3)(8)(A)

c. AB — income for Self-Support Plan —> 1002(a)(8)(B)
d. AB — QOther Income —— %12654
—> 11008

& , 402(a)(8)
ATDCIGATY L F
R Tem T EeACY —2 402(2)(19)(D)

8 AT L Setgrmw T giuae

B W&IC: 11452-11453
Reg: 44-212
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FEDERAL LAW A AW
COST REDUCTION ITEMS :EKEYRSELC';ngNOL: FEDERAL REGULATIONSY (lS(TEYTSEE(L:TIOg?;L STATE LAW/ STATE LAW/ STATE REGULATIONS
FEDERALREGULATIONY STATE REGULATIONS . :
SOCIAL SECURITY ACT) W & | CODE)
Jestrict overall level of aid expenditures:
6. By closed-end appropriation with rateable reduction 9 15200-15204
of aid payments across board when expenditures
threaten to exceed appropriation
7. By establishing over-all ceiling on gross family > X ‘
income from public assistance and all other sources
i mpose conditions designed to motivate people to seek
1 -Iternatives to public assistance:
8. By requiring liens on real property > 11007

9. By extensive use of controlled payments (vendor or . 6(a); 406(b)(2); .
third party) 7 1006; 1405

10. By increased requirement and rigorous enforcement « 12101; 12600;

of relative responsibility in adult aid programs 7 13600;
11. By discontinuing aid in all AFDC cases for refusal-——9402(l9)F
without good cause to accept work, job training or
vocational rehabilitation 3
PL 90-248
12. By requiring all able-bodied AFDC recipients to_| Section 204(c) -
perform useful public work in veturn for their aid ? Repeals Section 409 _
Soc. Sec. Act ‘
- liminate federal provisions on: _ .

13. Limitations on federal reimbursement for oemin——)407(b)(1)(A-C)
AFDC-U cases

14. Requirement that free legal services be given —> 45 CFR-205.10
appellants ¢

15. Requirement that aid be paid pending appeal —) 45 CFR-205.10
decision

18. Limitations on federal reimbursement of district

5 45 CFR :
sTIOM@Y costs of parental support en 7 220.61(f)(4)(v)
N TeTert  thet states  reduce. the rigor of - 45 CFR 205.20(a)(2

;,Tﬁrv\w; in AFDC and rely heavily on

- Ty s Prepared by Office of Planning — Avgus 1 i




