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Legislative Bulletin…………………………….…………….February 1, 2006
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H.R. 4241— Deficit Reduction Act – Title VII
Title VII – Committee on Ways and Means
Savings to Taxpayers:  According to CBO, Title VIII would reduce federal spending by $1.9 billion over five years. The House-passed bill would have reduced federal spending in this area by $8.048 billion over five years. For additional information on the cost and on specific provisions in Title VII, see the CBO cost estimate http://www.cbo.gov/ftpdocs/70xx/doc7028/s1932conf.pdf.
(1) Temporary Assistance for Needy Families (TANF) and Child Care 

· Reauthorizes TANF through FY 2010 at current funding level and reauthorizes the national random sample study of child welfare through FY2010
· Increases child care by $1 billion ($500 million more than the House-passed bill) over five years (FY06-FY10)
(2) Welfare to Work
Work Requirements:  The Conference Report significantly changed the House-passed language which required a stringent 40-hour work week, with some education and dependent children exceptions.  The bill retains the requirement in current law that states have 50% of their caseload participating in work, keeps the current rules for the minimum hours that count toward the participation standard, and the current list of activities that are creditable for work participation. 
The following changes to current law are contained in the conference report:
· Starting in FY07, the caseload reduction credit is revised, so that work participation standards (the requirement that 50% of participants work) are reduced only for caseload reductions that occur from FY05 onward.  Currently states receive credits (and thus are not required to have as many people working) based on large caseload reductions that took place shortly after enactment of welfare reform, in FY95.  In other words, without further caseload declines, a state will have to meet its full 50% TANF work participation standard. 

· Under current law, states may assist TANF-like families in state-funded programs, and count spending in those programs toward the TANF state spending requirement (known as the “maintenance of effort” or MOE).  These Separate State Program (SSP) families currently are not counted in the work participation rates.  To prevent states from claiming higher participation rates simply by moving non-working families into SSPs, the conference report requires SSP families to be counted in the work participation rate calculation starting in FY07.

· Instead of defining “work,” as the House did, the bill requires the Secretary of HHS to promulgate regulations “to ensure consistent measurement of work participation rates under State programs….”  Not later than September 30, 2006, states must establish their own procedures for determining whether activities may be counted as work activities, how to count and verify hours of work, and who is a work-eligible individual in accordance with the regulations promulgated by the Secretary.
· Penalties: The Secretary may reduce the grant payable to the state by at least one percent but not more than five percent, if he determines that a state has not established or complied with work participation verification procedures. 

According to the Congressional Research Service, these changes are likely to increase required participation standards significantly for states. The national average work participation rate in FY2003 was about 30% — so requiring 50% of families to participate requires states to significantly boost their participation.
(3)  Marriage Promotion & Fatherhood Program
Provides $150 million annually in federal funds for fiscal years 2006 through 2010, $750 million total, to fund fatherhood programs and healthy marriage promotion grants for healthy, married, 2-parent families. The federal funding portion may not be more than 50 percent of the cost.  The legislation authorizes the following activities under the new marriage program:
· public advertising campaigns

· education in high schools

· marriage education and relationship skills programs

· pre-marital education

· marriage enhancement programs for married couples

· divorce reduction programs

· marriage mentoring

· programs to reduce the disincentives to marriage in means-tested aid programs

Of the $750 million over five years, $500 million is for healthy marriage promotion (down from $1 billion in House bill), and $250 million for promoting responsible fatherhood.  These costs are offset in full by eliminating TANF bonuses. 

(4)  Child Support 

Includes a compromise on child support for states that provide more support directly to families, especially to those who have left welfare, instead of retaining it to reimburse state welfare costs.  Under the agreement, the federal government would not require states to reimburse the federal share of support passed-through to welfare families as long as that support did not reduce the family’s welfare benefit.  The bill also gives states financing incentives to send to former welfare families more of the child support payments collected on their behalf. 
· Includes House provision ending “double dipping” on federal child support incentive funds, saving $1.6 billion.  
· Drops House provision that gradually would have reduced the federal match rate for child support administrative expenditures from 66% to 50%. 

· Requires states to assess a $25 annual fee for child support services provided to families with no connection to the welfare system.
· Lowers the federal share of spending from 90% to 66% for laboratory costs incurred in determining paternity, effective in FY07.
· Reduces the threshold of unpaid child support from, $5,000 to $2,500, (starting in FY07) that will cause the State Department to deny a passport request from a noncustodial parent.  

(5)  Foster Care
· Includes House provision on foster care “candidates” reform.

· Includes House provision clarifying eligibility for federal foster care payments (involving the Rosales case), while providing a total of $300 million for court improvements and services to assist families involved with foster care and adoption programs.

(6)  Transitional Medical Assistance (TMA)
· Includes a 12-month extension of TMA, through Dec. 31, 2006 (this was not included in the House-passed bill and is four years shorter than the Senate’s five-year extension).
(7)  SSI

· Includes House provision on SSI redeterminations, saving $300 million.

· Includes House provision on SSI lump sums, saving $425 million.

(8)  Supplemental Grants
· Extends supplemental grants (for states with high population growth and a higher degree of poverty) through 2008 (one year less than the House and Senate passed extension).  Current law required that an extension of this spending should be considered new spending and therefore does not include it in the baseline. 
(9) Child Care Development Block Grants
· Authorizes $2.9 billion a year in mandatory appropriations for child care development grants (CCBG) from FY06-FY10 (an increase of $200 million a year over the $2.7 billion previous level).  According to CRS, the conference agreement’s $1 billion in additional federal child care funds would require state matching. This “leverages” some additional state dollars for each new federal child care dollar.  If states draw down the full $1 billion, approximately $750 million in state child care funds would also be expended, bringing the total new federal and state spending for the child care block grant to about $1.750 billion.
(10) SSBG Transfer Authority
· Retains the House provision allowing states to continue to transfer 10% of their TANF funds to Social Security Block Grants.  As of September 30, 2006 the level was to fall to 4.25%.  This authority does not result in new spending but allows states to spend the TANF funding more quickly.
(11) Continued Dumping and Subsidy Offset
· Repeals the Continued Dumping and Subsidy Offset Act, commonly referred to as the Byrd Amendment.  Current trade law allows for the imposition of duties when it is determined that imports are being subsidized by the producer’s government (a practice known as dumping).  The Continued Dumping and Subsidy Offset Act passes on the revenues received from the collection of such duties to the domestic producers who petitioned for them.  However, this is a duplicative remedy since the duties themselves are meant to address the dumping, and it gives domestic producers an incentive to submit more and more dumping petitions to the Commerce Department.  In addition, the WTO has ruled that the Byrd Amendment constitutes an unfair trade subsidy and authorized 11 countries to retaliate against U.S. industries.  The repeal would be effective for duties collected starting in FY08.
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